
BLOCK GRANTS

FOR COMMUNITY


DEVELOPMENT

.~ .' 

U.S	 DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 
WASHINGTON. D.C. 20410 ' 



\

BLOCK GRANTS

FOR COMMUNITY DEVELOPMENT

BY

Richard P. Nathan
Paul R. Dommel

Sarah F. Liebschutz
Mil ton D. Morris

and Associates

The Brookings Institution

First report on the Brookings Institution Monitoring Study
, of the Community Development Block Grant Program,

Prepared under Contract H-2323R

U. S. Department of Housing and Urban Development
Washington, D. C.

January, 1977

For sale by the Supenntendent or Documents, U S Government Prtntmg Office
Wa,shllJ.gton, D C 2().t()2

Stock No 023-OO~07-1



.' 

Ihe research forming a basis for this report was 
conducted pursuant to a contract between -the U.S. 
Department of Housing and Urban Development and 
the Brookings Institution. The statements and 
conclusions contained in this report are those 
of the authors, who assume sole responsibility 
for their accuracy and completeness. They do not 
necessarily reflect the views of the United States 
Government in general or HUD in particular. 



Preface 

This 1S the f1rst report on a two-year study of the political and 

social impacts of the Community Development Block 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. Dommel of the College of 

the Holy Cross, based on research conducted by them and by thirty-four 

field research'associates across the co~ntry, who s~(ved as observers of. . 
local community development programs. 

Funding for the Block Grants was authorized 1n .1974 for a three-year 

period terminating in See~ember, 1977. The idea of this study was 

initiated by the Department early in 1975 in order that 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 1nter-governmenta1 

assistance which 1S demonstrated by th1S report. And, we are grateful to 

Dr. Nathan and his associates for completing the Report in t1me 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 material presented ~n this report is the product of a team 
effort. As described in Crapter 1, Associates prov~ded data for sixty­
two sample jurisdictions. Six staff members of the Brookings Institution 
in Washington, D.C., analyzed program and f~eld data and helped write 
thi3 report. . 

M1lton D. Morri~; a Research Associate at Brookings, prepared the 
history chapter (Chapter 2) and concentrated on the political effects 
of the commun~ty 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 principally responsible for Part II 
of this report. Sarah F. Liebschutz, a Resekrch'Associate a~ Brookings, 
concentrated on Part,III 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 Brookings, processed, 
coded, and helped to' analyze the field research data. Th~ 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. Chapters 1-7 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 ass~stance in many phases of this 
work. Spec~al thanks should be extended to a number o~ HUD of~icials, 

Frederick J. Eggers, John L. Gardner, James R. Broughman, Donald G. Dodge, 
Robert S. Kenison, Paul E. Burke and Warren H. Butler, and also to two 
~ormer HUD qfficials, David P. Lafayette and David O. Meeker" Jr. 

The findings and conclusions presented. here are, solely the responsi­
billty o~ the authors; they do not reflect th~ views '01' -the Trustees, 
officers, or other staff members of the Brook~ngs Institut~on. 

Richard P. Nathan 

Washington, D.C. 
January 26, 1977 



SUMMIIRY OF CONTENTS 

PART 1. INTRODUCTION AND BACKGROUND" .. 

Chapter 1 Following a Federal Program 1


Chapter 2 The Community Development Block Grant Program: 16

Background, Passage" and Implementation


PART II. DISTRIBUTIONAL EFFECTS 

Chapter 3 The Allocation System 75


. ,
Chapter 4 Previous Grants and First-year Allocations Compared '103


C~apter 5 Allocations under Full-formula CDB~ Funding 135


Chapter 6 Formula Alternatives 184


PART III. FISCAL AND SOCIAL EFFECTS 

chapter 7 Fiscal Effects 241


Chapter 8 Who B~nefits? 302


Chapter 9 The Leveraging Effect 333 '

~ 

PART IV: POLITICAL EFFECTS 

Chapter 10 The Role of General-purpose Local Governments:

Who Decides? 363
, , 

Chapter 11 Citizen Participation 416


PART V. CONCLUSIONS


497


" 
vii




Summary of Contents 

APPENDIXES 

Appendix I.	 Title I of the Housing and Community Development

Act of 1974


Appendix II. Study of the Community Development Block Grant 
Program, First Field Research Report Form 

Appendix III. Brookings Monitoring Sample for Fiscal 1975 
Showing Program Experience, CDBG Allocations, 
and Descriptive Statistics 

Appendix IV. CDBG Entitlement Areas by Projected 1980 Entitlements 
under Alternatives A - I - ­

Appendix V.	 CDBG Entitlement Areas by Projected 1980 Entitlements 
Adjusted for Cost-of-Living or Construction Wage 
Factors 

Appendix VI. Effects of Population Updating 

Appendix materials available separately from Offlce of Policy 
Development and Research, U,S. Department of HOusing and Urban 
Development 

viii 



CONTENTS IN FULL

o --
PART 1. INTRODUCTION AND BACKGROUND

Chapter I FOLLOWING A FEDERAL PROGRAM

Laun~ching the··Monitoring Process'
Block Grants and Their Antecedents
Organizing the FIeld Research
Characteristics of the'Sample
Questions the Research Raised
The FIrst Report
Preliminary ConclUSlons

_... 1 "';-~" -t-_ .. -

Chapter 2 THE COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM:
PASSAGE, AND .IMPLEMENTATION .

BACKGROUND,
:. ' 1 16

.'-~ , ""

The N~x9n AdmiEistration'~

EvolutIon of the Federal Role in Community,Development
The Meaning of "Community Development"
The Federal Government's Role in CommunIty.Development

The Urban Renewal Approach
The Model Cities Approach
Problems of Coordination and Review

Formulation of the Community Development Block Grant
Program

Toward the CDBG Program:
Role

The New Federalism as a Philosophical Guide
Special Revenue SharIng
The Better Communities Act--Speclal Revenue Sharing

by Another Name
Shaping the Block Grant Program in Congress

Stalemate in the Senate
Concessions in the House
The Urban Counties Controversy
Reconciling the House and Senate Positions

Major Features of the CDBG Program
Block FundIng to Further "National Objectives"
The Application Procedure
FundIng
The Housing Assistance Community Development Link

Implementing the Program
Starting Up the Program--The Time Problem
Gearing Up for ImplementatIon

Getting the Program Launched
Implementing the HAP ReqUIrement
The Problem of ROD's Uncertain Role

ix

17
17
19
22
25
30

31

32
32
33

37
39
39
43
46
49
52
52
54
55
55

56
57
57
60
64
61



Contents
PART II. DISTRIBUTIONAL EFFECTS

Chapter 3 THE ALLOCATION SYSTEM

Project and Formula Grants

75

76

Who Is Eligible and for What: Formula, Hold-harmless,
and Discretionary Fund.l.ng 78

How the Formula Works
During the Hold-harmle~s Period

Formula Funds
HoM-harmless Funds
Discretionary Funds
After Full Implementation

What the Shift Means

Applying the Formula

82
83
85
85
86
87
89

90

Chapter 4 PREVIOUS GRANTS AND FIRST-YEAR CDBG ALLOCATIONS COMPARED 103

Previous Grant Allocations 104
Regional Distribution Patterns of Pre-CDBG Funding 105
Metropolitan Distribution Patterns of Pre-CDBG Funding 109
Summary on the Distribution of Pre-CDBG Funds 119

Under the First Year of the CDBG Program 121
Regional Distribution Patterns of CDBG Funding 124
Metropolitan Distribution Patterns of CDBG Funds 126
CDBG Allocations to Small Communities 132

Summary 133

Chapter 5 ALLOCATIONS UNDER FULL-FORMULA CDBG FUNDING 135

Regional Distribution Patterns under Full Implementation 138

Gain-Loss Analysis: Alternative Perspectives
. Summary and Conclusions

Metropolitan Allocation Patterns
Central City Allocations
Small Community Allocations

under Full Implementation 142
148
165

166
179

Chapter 6 FORMULA ALTERNATIVES

Formula Criteria as Measures of Need

Eight Alternative Formulas
Reweighting the Criteria
A Substitute Criterion: Pre-1939 Hous1ng

x

184

185

191
198
206



Contents
SMSA Discretionary Funding

Alternative I: A Two-formula Allocations System

The Problem of New SMSAs

Cost Factor Adjustments: Cost of L1v1ng and ­
Construction Costs

Summary and Conclusions

PART III: FISCAL AND SOCIAL EFFECTS

Chapter 7 FISCAL EFFECTS

·212

216

222

226

236

241

Two Background Issues: "National Objectives" and
Social Services 241

Field Research Analysis of the Fiscal Effects of Block
Grant Funds 246

CDBG and General Revenue Sharing Compared 248
New Capital Spending 255
Illustrative Field Observations 261

New Capital Uses by Central Cities with Hold-
harmless Entitlements 261

New Capital Uses by Discretionary Units 263
New Capital Uses by Urban Counties 266

New or Expanded Operations 269
Maintenance and Continuation of Community Development

Programs 272
Urban Renewal Program Continuation 277
Model Cities Program Continuation 280

~ue~tions. on Program Continuation without CDBG Funds 283
Continuation of Non-community Development Federally

Funaed Programs 286
Substitution Effects 288
Concluding Comment, Other Issues 294

Appendix vii-A. Population, F1SCal Pressure, Level of
Experience in Folded-in Grants, and Fiscal Effects
under First Year of CDBG Program; for Sample
Jurisdictions, by Type 297

Chapter 8 WHO BENEFITS? 302

Who Is Supposed to Benefit? 302

Methodology for Income-incidence Analysis 304

Major Findings for the First Year
Income-incidence Findings for Central Cities
Income-incidence Findings for-Satellite Cities
Income-incidence Findings for Non-metropolitan

Jurisdictions
Individual Unit Data
Additional Summary Data

xi

308
309
315

317
320
325



Contents

Strategies and Patterns

Chapter 9 THE LEVERAGING EFFECT

Leveraging Private Funds
Housing Rehabilitation Programs

An Important Caveat
Reasons for Leveraging
Leveraging Devices

Leveraging for Other Housing Purposes
Leveraging Private Capital for Commerc1al and

Industrial Development

The Use of Block Grant Aliocations to Match Other
Public Funds

Match1ng Federal Grants
Matching State Grants

Preliminary Summary of Observations

PART IV. POLITICAL EFFECTS

327

333

335
341
345
346
349
351

353

355
356
359

359

Chapter 10 THE ROLE OF GENERAL-PURPOSE LOCAL GOVERNMENTS: WHO
DECIDES? 363

The Role of Generalist Officials
Four Instances of Minimal Involvement
Identifying and Assessing Significant Trends

Urban Counties
The Role of the Local Legislature

Tyres of Legislative Inv.olvement. ~.

Nine Most Involved Leg1s1atures
Role of Individual Legislators
Informal Relations
Conclusions

The Role of the Chief Executive
Procedural Influence
Substantive Influence
The Planners' Expanded Role

Generalist Ofricials and the HAP
Summary of Chief Executives' Involvement

Role of Specialists and Special-purpose Agencies
Three Dimensions of Change
Level of Specialist Influence
Summary of Changed Roles

364
365
368
370
373
377
378
381
381
382
384
385
388
392
393
397

398
399
405
406

Summary of Preliminary Findings on Political Impact 407

Appendix x-A. Role of Generalists in CDBG Application
Process, by Tyre of Jurisdiction 1n Descending Order 410
of PopUlation

xii



Contents

Chapter 11 CITIZEN PARTICIPATION

Approaches by Local Governments
Attitudes Toward Citizen Participation
Procedures
Timing of Participati?n

Levels and Patterns of Participation
• Level of Citizen Participation

Who Participated?
Neighborhood Organizations
Senior Citizens
Model Cities Groups as Participants
Participation by Minorities

The Impact of Citizen'Participation

PART V. CONCLUSIONS

Chapter 12 MAJOR ISSUES RAISED, POSSIBLE NEXT STEPS

Local Effects

National Distributional Effects
Extension of Hold-harmless Protection

Supplemental Funds for Needy Cities

Next Steps for the Research

xiii

416

419
420
425
437

450
451
455
462
464
464
470

480

502
503

505

525



Contents

TEXT TABLES

1-1. Regional Dlstribution of CDBG Recipient Locallties
Studied 7

1-2. Population Size of CDBG Reclpient Localities Studied 7

1-3. Level of Pre-CDBG Grant Experience in Sample Jurisdlctions,
by Community Type 8

2-1. Community Development-related Federal Programs Prior to 1974 '22

2-2. Cumulative Total of Applications from Entltlement Communities
Processed by IlUD in the First Eight Months of the CDBG
Program 60

2-3. Cumulative Totals of Applications from Non-metropolitan
Discretionary Communlties Processed by BUD in the First
Ten Months of the CDBG Program 61

3-1. First-'.)'"ear Entitlement Jurisdictions for CDBG Funds in Fiscal
Year 1975, by Types of Units 81

3-2. Data Used in Determining 1975 Formula Allocation to
Metropolltan Cities 94

3-3. Allocation of CDBG Funds in 1975 to an Individual Metropolitan
City with Hold-harmless and Formula Entitlements (Lancaster,
Pennsylvania) 99

3-4. Allocation of CDBG Funds in 1975 to an Indivldual Urban County
with Formula Entitlement (Lancaster County, Pennsylvania) 100

4-1. Total Hold-harmless Allocations lU Year One of CDBG Program 104

4-2. Regional Distrlbution of Pre-CDBG Funds for Urban Renewal
and Model Cities Indices, Indices Based on Annual Average
1968-72 106

4-3. Distribution of Folded-in Grants by Type and by Reglon;
Distrlbutions Generally Based Qn Annual Average 1968-72 108

4-4. Dlstribution of Folded-ln Grants to Metropolitan and
Non-metropolitan Areas; Annual Average 1968-72 111

xiv



Contents

4-5. Dlstribution of Pre-CDBG Asslstance Among Metropolltan Areas,
by Size of SMSAs, Annual Annual Average 1968-72 112

4-6. Participation of CDBG Formula Entitlement Metropolitan Areas
in Folded-in Grants; Annual Average 1968-72 114

4-7. Distribution of Pre-CDBG Assistance to CDBG Entltlement
Areas, by Size of Community; Annual Average 1968-72' 116

4-8. Funding Positions of CDBG Metropolitan Recipient Units in
the First Year 121

4-9. Allocation of Appropriated CDBG Funds among Entitlement
and Non-entitlement Areas, Flscal Year 1975 123

4-10. Comparison of Folded-in Grant Allocations with First-year
CDBG Allocatlons, by Region 125

4-11. Comparison of Folded-ln Grant Allocatlons with Flrst-year
CDBG Allocatlons, by Population Size of Metropolitan Area 127

4-12. Comparison of Folded-in Grant Allocations with First-year
CDBG Allocations within Metropolltan Areas 129

4-13. Comparlson of Pre-CDBG Grant Allocatlons with Flrst-year
CDBG Allocations, by Population Size of Reciplent 131

4-14. Comparison in Federal Aid to Small Communities, 1968-72
Base Period to First Year of CDBG Program 133

5-1. Folded-in Grant Distribution by Region Compared with
Projected Formula Allocation of CDBG Funds in Fiscal 1980;
Levels of Overcrowded Housing and Poverty 139

5-2. Folded-in Grant Dlstributions Compared with Projected 1980
Allocation of CDBG Funds among Metropolitan Areas, by Size,
Levels of Overcrowded Housing and Poverty 144

5-3. Folded-in Grant Distributlons Compared wlth Projected 1980
Allocatlon of CDBG Funds among Entitlement and Discretionary
Communities of Metropolltan Areas, by Size; Levels of
Overcrowded Housing and Poverty 145

5-4. Folded-in Grant Distributlons Compared with Projected 1980
Allocation of CDBG Funds withln Metropolitan Areas; Levels
of Overcrowded Housing and Poverty 150

xv



Contents

5-5. Folded-in Grant Distributions Compared with Projected 1980
Allocation of CDBG Funds among Central Cities, by Region;
Levels of Overcrowded Hous~ng and Poverty 152

5-6. Index of Central City Hardship Relative to Balance of SMSA
and Selected Population Data for Central Cities w~th an
Index Rating of Over 200 156

5-7. Hardship Indices for Fifty-five Major Cities, Relative to
The~r Gain-Loss Position under the CDBG Program ProJection
for Fiscal 1980 158

5-8. Folded-~n Grant Distribut~ons Compared with ProJected 1980
Allocation of CDBG Funds to Entitlement Areas by Population
Size; Levels of Overcrowded Housing and Poverty 162

5-9. Gains and Losses among the 587 CDBG EntJ.tlement Areas Using
Constant Fundlllg (CF) and Model Cities/Declining Fund (MC/DF)
Assumptions, by Types of Jurisdictions; Projection to Fiscal
1980 w~th $2.95 Billion Funding Level 171

5-10. Gains and Losses among Central C~ties, by Reg~on, Us~ng

Constant FQnd~ng (CF) and Model Cities/Declining Fund
(MC/DF) Models 175

5-11. Gains and Losses among the 587 CDBG Entitlement Areas Using
Constant Funding Assumption, by Type of Jurisdictions;
Fiscal 1980 w~th $3.95 Bill~on Funding Level Compared with
$2.95 Bill~on Level 177

6-1. Indices of Overcrowded Housing, Poverty, and Extent of
Pre-1939 Housing, by Region and by Community Type 190

6-2. Projected Distributions to Entitlement Areas and Metropolitan
Discretionary Communities under Reweighting Alternative
Formulas A-E, by Region; Projected F~scal Year 1980 193

6-3. Projected Distributions to Entitlement Areas and Metropolitan
Discret~onary Communities w~th Pre-1939 Housing Alternative
Formulas F-H, by Region; Projected Fiscal Year 1980 196

6-4. Allocation Changes Comparing the Existing Formula under the
Alternative Formulas Most Heavily Biased ~n Favor of
Population and Poverty, Alternatives E and C, by Region;
All Entitlement and Metropolitan Discretionary Funds 199

xvi



Contents

6-5. Examples of Allocations to 1~enty-four Selected Cities under
Formula Alternatlves, by Region, Projected Fiscal Year 1980 201

6-6. Projected Distrlbutions to CDBG Entltlement and Metropolltan
Discretlonary Areas under Alternative Allocatl0n Formulas
A-D, by Comrnunlty Type; ProJected Fiscal Year 1980 204

6-7. Projected Percentage Proportions to Aggregate CDBG Entitlement
and Dlscretionary Areas under Formula Alternatives A-E;
Projected Flscal Year 1980 206

6-8. Galn/Loss Effects of Formula Alternative H, by Reglon 207

6-9. Projected Distrlbutions to CDBG Entitlement and Metropolitan
Dlscretwnary Areas under Alternative Formulas E-H, by
Community Type; Projected Fiscal Year 1980 209

6-10. Comparison of CDBG Allocations with Alternative H among
Central Citles, by Region, Projected Fiscal Year 1980 2ll

6-11. Comparison of CDBG Formula Allocations wlth Allocations
Using the ~o-Formula System (Alternative I), by Region;
Projected Fiscal Year 1980 218

6-12. Comparison of Allocations to Metropolitan Areas under CDBG
Formula with Age-related Formula H and ~o-Formula

Alternative I, by Community Type; Projected Fiscal Year
1980 221

6-13. Allocations to CDBG Entitlement Areas with Adjustments
for Cost of Livlng and Constructlon Wage Variations, by
Region; ProJected Fiscal Year 1980 230

6-14. Allocatwns to CDBG Entitlement Areas with Adjustments for
Cost- of Livlng and Construction Wage Variations, by SMSA
Size; ProJ ected Flscal Year 1980 232

6-15. Allocatlons to CDBG Entitlement Areas with Adjustments for
Cost of Llving and Construction Wage Variations, by
Communlty Type; PrOJected Flscal Year 1980 234

7-1. Net Flscal Effects of CDBG Allocatlons In Sample Jurisdlctlons,
by Type of Reclpients; In Mean Percentage Indlces 250

7-2. Sample Jurisdlctions with 50 Percent or More New Capital
Spendlng from CDBG Funds, Ranked in Descending Order 256

xvii



Contents

7-3. Sample Jurisdictions with up to 50 Percent New Capltal
Spending from Block Grant Funds, Ranked in Descendlng Order 257

7-4. Descriptlons of Activitles in Units Allocating More than
One-thlrd of First-year CDBG Funds to New or Expanded
Operatlons 270

7-5. Sample Jurisdictions with 50 Percent or More Community
Development Program Maintenance Effects ~ Ranked in
Descending Order 274

7-6. Sample Jurisdlctlons with between 1 and 49 Percent Communlty
Development Program Maintenance Effects, Ranked in Descending
Order 275

7-7. Sample Jurisdictions with Continued Urban Renewal Activlties
from CDBG Funds 278

7-8. Sample Jur~sdictions with Continued Model Cities Actlvities
from CDBG Funds 281

7-9. Summary Data on Future of Model Cities and Urban Renewal
Programs without CDBG Fundlng; for Sample Jurisdictlons 285

7-10. Sample Jurisdictlons with 25 Percent or More Substitution
Effects from CDBG Funds, Ranked in Descending Order 289

7-11. Net Fiscal Effects in Sample Recipient Jurisdlctlons, by
Degree of Fiscal Pressure 290

7-12. Descriptions of Activitles in Units with Substitution
Effects o~ 25 Percent or More of All CDBC Allocations 292

8-1. Income-group Incldence Data for Fifty Sample Jurisdictions
by Unweighted Mean Percentage 308

8-2. Percentage of Benefits for Major Income-group Categories
In Twenty-nine Central Citles by Number of Jurisdictions 311

8-3. Percentage of Benefits for Major Income-group Categories
in Twelve Satellite Cities by Number of Jurisdictlons 316

8-4. Percentage of Benefits for Major Income-group Categories
in Nine Non-metropolltan Jurisdictions by Number of
Jurisdictions 318

XVlii



Contents

8-5. Central Cities, Satellite Cities, and Non_metropolitan
Units: Poverty Population, Prior Program Experience and
Allocations to Benefit Low and Moderate-income Groups 321

8-6. Income-inc~dence Data for Fifty Sample Jurisdictions Summarized
According to Poverty-rate Groupings 325

8-7. Income-group Incidence Data in Relation to Model Cities
Program Experience 327

9-1. Efforts in Twenty-seven Sample Jurisdictions to Leverage
Private Capital with First-year CDBG Funds, by Projected
Ga~n/Loss Position in 1980 338

9-2. Proportions and Ratios of First-year CDBG Funds to Leverage
Private Capital for Housing Rehabilitation in Nineteen
Jurisdictions 342

9-3. Housing Rehabilitation Leveraging of Private Capital;
Jurisdictions Grouped by Characteristics 344

I
10-1. Involvement of Local Legislature by Level of Prior Experience 375

10-2. Involvement of Local Legislature by Type of Jurisdiction 376

10-3. Involvement of Local Legislature by Date Application Process
Initiated 377

11-1. Jurisdictions Using Public Hearings for Cit~zen Participation;
Listed Alphabetically 428

11-2. Jurisdictions Using Neighborhood Meetings and Public Hear~ngs

for Citizen Participat~on; Listed Alphabetically 431

11-3. Summary Data on the Thirty-one Citizens' Advisory Committees that
Participated in the CDBG Application Process; Sample Juris-
dictions, Listed Alphabetically 434

11-4. Prior Program Experience Related to Number of Opportunit~es

for Citizen Part~cipation 445

11-5. Jur~sdictions Grouped by Level of Participation 452

11-6. Overall Level of Citizen Participation in Sample Jurisdictions,
by Prior Program Experience 456

xix



Contents

11-7. Overall Level of Citlzen Particlpatlon in Sample Unlts,
by Type of Jurlsdictlon 457

11-8. Communlty Group Involvement in the CDBG Appllcatlon Process
,for the Forty-eight Sample Jurlsdictions wlth Participating
Organlzations 461

11-9. Participation by Minorltles In Forty-elght Sample JurlS-
dlctlons with Over 2 Percent Mlnorlty Population 473

11-10. Minority Representatlon in Citlzens' Advlsory Commlttees
for Twenty-seven Sample Jurisdlctions, Llsted Alphabetlcally' 475

11-11. -Assodiates ' Responses to the Statement, "Citizen Participation
Was Influentlal in Terms of the Final Outcomes Contained in
the CDBG Applicatlon, n Listed Alphabetically by Jurlsd'lctlon 483

11-12. Level of Cltlzen Partlcipatlon in the First-year CDBG Appli-
catlon Process, by Extent of Cltizen Influence 489

11-13. Type of Citizen Participatlon Structure, by Extent of
Citizen Influence 494

11-14. Local Officials' Vlews and the Influence of the Citlzen
Particlpation Process; Summary Statements 495

12-1. Important Characteristics and Rates of Change During Period
1960-70 for Flfty-flve Large Cities and for CDBG Cities,
Grouped by Population Galns or Losses 508

12-2. Poverty, Age of Houslng, Race, Income, and Housing Value
Characterlstics of CDBG Citles Ellglble for Supplemental
Funding, at Two Threshold Levels, Compared with Characterlstlcs
of Non-eligible Cities 511

12-3. CDBG Cities (196) Eligible for Supplemental Funding Using the
Suggested Eligibility Ratio and Allocation Methods, Estimated
Supplemental Grants Based on a $500 Million Funding
Assumptlon 516

xx



Contents
TEXT FIGURES

3-1. Sequence of Fund Allocation Process for Hold-harmless
Period 1974-80 84

3-2. Sequence of Funds Allocation Process Full Formula (Year Six) 88

3-3. Allocating to Metropolitan Cities (SMSA Central Cities and
All Other SMSA Cities Over 50,000 Population in 1970) 92

3-4. Allocating to Eligible Urban Counties 98

10-1. Role of Chief Executive in Policymaking and Priority-setting 388

10-2. Administrative Effects of CDBG Program on Specialist Agencies 401

10-3. Role of Specialist Officials in the CDBG Application Process 404

11-1. Decision-making Responsibility for the Citizen Participation
Process 427

11-2. Tlming of Opportunltles ~ovlded for Cltizen Participation
in the CDBG Application Process; POlnts at Whwh
Participation Occurred 438

11-3. Promotl0nal Activitles to Encourage Cltlzen Particlpation 446

xxi



Contents
TEXT CAPSULES

7-1. Boston, Massachusetts

7-2. Pittsburgh, Pennsylvania

7-3. Pulaski County, Illinois

7-4. Casa Grande, Arizona

7-5. DeKalb County, Georgia

7-6. Harris County, Texas

8-1. Los Angeles, California

8-2. Auburn, Maine

10-1. Pulaski County, Illinois

10-2. Hennepin C?unty, Minnesota

10-3. Orange County; California

10-4. Pittsburgh, Pennsylvania

10-5. East Orange, New Jersey

10-6. Atlanta, Georgia

10,:,7. Mount Vernon, New York

10-8. San Jose, California

11-1. Cook County, Illinois

11-2. Cleveland, Ohio

11-3. Minneapolis, Minnesota

11-4. Miami Beach, Florida

11-5. Santa Claras California

11-6. Chicago, Illinois

xxii

262

262

264

265

267

268

314

328

367

371

372

380

389

391

402

403

422

441

443

465

490

492



PART I 

INTRODUCTION AND BACKGROUND ' 

,.. 
" . 

,-' , 

, " 

" 



•




CHAPTER 1 

FOLLOWING A FEDERAL 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 government. By and large, the social science community 

has not devoted much effort to these kinds 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 network 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 conduct research on how well any given piece of policy is 

or is not converted into its intended results. 

Launching the MOnitoring Process 

In the belief that research into the implementation of newly 

enacted policles is both practicable and necessary, the Brookings 

Institution launched in December of 1972 a study of the five-year, $30.2 

billion federal program for general revenue sharing enacted in October 

of that year. The study has already yielded one book (MOnitoring 

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

planned volumes is to be published in 1977. The ,Brookings revenue 

sharing study examines the distributional, fiscal, and polltical effects 

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

1 



2 

po1itica1--is based primarily on field research conducted for sixty­

five state and local governments receiving general revenue sharing 

payments. 

The general revenue sharing program, recently renewed for three 

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

basic change in the grant-in-aid policies o~ the federal government. 

Along with revenue sharing, and reflecting the federal government's 

aim to shift responsibilities away from Washington and onto state and 

local jurisdictions, the federal government has been experimenting 

with so-called block grants. The largest such experiment, and in 

our view the most important, is the community development block grant 

(CDBG) program, administered by the United States Department of Housing 

and Urban Development (HUD). 

Familiar with the Brookings research on general revenue sharing, 

the Office of Policy Development and Research of the Department 

of Housing and Urban Development contacted the Institution shortly 

after the enactment of the CDBG program to discuss a possible parallel 

study of its implementation. The Department's aim was to establish 

a research project that would get lIDderway immediately and that would 

yield data in time to be used when major questions involving the 

next steps for the community development block grant program are up 

for consideration in Congress. An agreement was reached to initiate 

such a study, and work began early in the spring of 1975. A national 

study design was developed, a central staff was recruited, and field 

research associates were selected for sixty-two jurisdictions-­
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including fifty-one cities, ten urban counties, and one rural county. 

Two rounds of field research are to be conducted, each covering one 

year of experience under the new program and each serving as the 

basis for a report 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 PubllC Law 

93-383. (See Appendix I for a fascimile copy of Tltle 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 to qualifying local 

governments. The CDBG program took seven previously established 

federal assistance programs and amalgamated, or folded, them into a 

single new grant program. The seven "folded-ln" grants subsumed 

under CDBG are urban renewal, model cities, water and sewer facili­

ties, open spaces, neighborhood facilities, rehabilitation loans, and 

public facility loans. 

Two major and closely related aims of the CDBG program are to 

simplify federal grant-making and at the same time to increase the 

flexibility of community uses of federal funds. Although CDBG funds 

are less restrictive in their application than the folded-in grants, 

there are legislatively established, substantive and procedural 

requirements. An application is required from each participating 

city and urban county; each application must contain a three-year 

community development plan, an annual community development program 
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statement, and what the act calls a housing assistance plan. 

"National goals" and permissible uses for funds, although quite 

broad, are outlined in the act. Information to citizens and citizen 

participation are required. Priority must be given to activities 

that benefit familles with low or moderate incomes. 

Within the CDBG framework, the Secretary of Housing and Urban 

Development may disapprove an application only if 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 if the facts presented or the needs stated in the appllcation 

are "plainly inconsistent" with the known facts. In order to avoid 

delays, which under the folded-in grants often held up the awarding 

of funds, the act specifies that the Secretary of HUD must reject 

an application within seventy-five days. If the Secretary fails 

to act within that time, the application is automatically approved 

tmder this ttveto_onlytt review process. l! 

In fiscal ~975, 2,484 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 

populations under 50,000 qualified for CDBG funds on what the act: l ,', 

refers to as "hold-harmless" basis, which stipulates that former 

recipients under the grant programs folded into the new CDBG program 

are automatically entitled to receive fu-~ding, in most instances 

equal to the average amount which they had received annually between 

1968 and 1972. Small cities and counties not entitled to block grants 
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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 automatically qualify for block grants, 

either on a hold-harmless basis or according to a new distribution 

formula based on population, overcrowded housing, and poverty. ' (Part 

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

Organizing 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 a draft report form for the field research was mailed to thirty­

five Brookings associates appointed by the President of the Institu­

tion. A research conference to review this draft report form was held 

at Brookings in Washington, D.C., September 11 and 12, 1975. The 

final version of the report form, reflecting the conference discussion, 

was sent to the associates 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 based on a uniform framework 

relating to th~ 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 associates. 

Each' associate determined whom to interview, submitting a list of 

names of all respondents with his completed report. Reports were 
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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, 1977. While the field research was 

being designed and put in place, work was begun to study the impact 

of the ODBG allocation system and to develop alternative 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 ODBG 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 1n 

the CDBG program. The units selected for monitoring were chosen 

with the following factors taken into account: (1) type of ODBG 

reciPient,V (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 ODBG funds paid out in the first year of the program. 

Appendix III at the back of this report lists the sample jurisdictions 

with their major characteristics. As Table 1-1 Shows, the regional 

distribution of the sample jurisdictions is evenly divided. 
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Table 1-1. Regional Distribution of CDBG Recipient Localities Studied

Number in Percent of
Region sample sample

Northeast 16 25.8

Midwest 16 25.8

South 16 25.8

West 14 22.6

Total 62 100

Source: From U.S. Census Bureau data.

Table 1-2 shows the sample jurisdictions grouped by population

size.

Table 1-2. Population Size of CDBG Reclplent 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 '7 11.2

100,000-250 ,000 7 11.2

50,000-100,000 14 22.6

Under 50,000 12 19.4

Total 62 99.9

Source: From U.S. Census Bureau data.

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

by Community Type

High previous M:>derate pre- Law previous No previous
categorical vious program categorical categorical

Community type experience experience experience experience

"
Central Cities 15 12 3 0

Satellite Cities 4 0 7 1

Urban Counties 2 0 6 2

Non-metropolitan
areas 6 0 0 4

Total 27 12 16, 7

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

* Based 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
(annual average, 1968-72); "moderate" is 50-150 percent of this amount;
and "low" is 50 percent or less.

Questions the Research Raised

The research questions raised by the CDBG program fit into

essentially the same'three categories as those for the general revenue

sharing study--political, fiscal and social, and distributional.
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The political questions raised by the new block grant program 

are among the most pressing ones. To begin with, bureaucracies tied 

to the folded-in grant programs already existed in many communities 

as well as at the national level prior to 1974. With the introduction 

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 operate the 

new program in the old 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 service programs, if any, will be incorporated into CDBG 

applications? How will the uses of these funds differ from those 

of the antecedent grants? Will their geographical distribution 

within a community be substantially different? Likewise, will their 

distribution among income groups be substantially different? 

Although community development block grant funds must be allocated 

in a planning process prescribed in law, there is still the perennial 

bottom line question for the analyst: Are the activities aided "new," 

or are federal funds merely being used to substitute for local 

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

The third major set of questions raised by the CDBG program involves 

its natlonal distributional effects. To what extent 

are resources being shifted away from cities previously involved in 

urban renewal, model cities, and other HUD programs? Are the gainers 

newer cities, wealthier cities, suburban cities, urban counties, smaller 

cities? Why does the formula 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 TIKJst serious problems of the nation's Clties? What can be done 

to help these cities? 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 

sample 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 First Report 

This report covers the three major areas of research--(l) distributional, 

(2) fiscal and social and (3) political effects for the flrst program year-­

and also lncludes a history of the orlgins 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 II deals with national distributional effects. In Chapter 

3, we describe how the fornmla works and present a set of calculations 

for an illustrative city, Lancaster, Pennsylvania, and its overlying 

county. Chapter 4 analyzes the distribution of the folded-in grants 

and the effects of the CDBG allocation 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 fornmla allocation system. 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 formulas for distributing CDBG 

funds and recommends the adoption of an approach that combines the 

existing system with one that places greater stress on physical 

development needs. 

Part III, comprising Chapters 7, 8, and 9, deals with the uses 

and effects of CDBG funds. This subject 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-income groups, 

required under the law to receive 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 community development. 

Part IV deals with the impact of CDBG funds on the political 

processes of recipient units, concentrating on the decentralization 

aims of the new program, In this section, Chapter 10 focuses on the 

role of generalist officials and program specialists. Chapter 11 

deals ~th a major point of emphasis in the CDBG leglslation, 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 Conclusions 

Although our work to date consJ.ders 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--(l) an emphasis on capital expenditures 

for community development and (2) features to promote greater 

flexibility for recipient governments in determining their 

comrnunities T needs and priorities. 

•	 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 
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longer-range urban renewal projects. 

~	 The emphasis in the first-year allocations of 

CDBG funds has been on neighborhood conservation 

strategies and programs intended to prevent urban 

blight, and generally focused on houslng rehabilitation 

and related public improvements in transltional or 

marginal neighborhoods. 

The majority of CDBG first-year allocations were 

classified by the field research associates as 

benefitting low and moderate-lncome persons, wlth 

about one-Quar.er of the funds allocated for 

community-wide purposes and the rest either 

classified by the assoclates as unallocable on 

this basis or allocated to other income groups. 

Q	 In SUill, the pattern of benefits indicates a geographical 

spresdlng out of actlvlties wlthin jurisdictlons (as 

compared to the folded-in grants), reflected both in 

the neighborhood conservation uses of CDBG funds and 

the politlcal processes (including citizen participation) 

adopted by the recipient jurisdlctions. 

•	 Attempts were made by many jurisdictions to use block 

grant funds to leverage private funds as well as other 

public funds. The leveraglng effects that can be 

observed, however, are not large and are characterized 

by implementation delays. Housing rehabilitation lS the 

largest functional area for combined public-private 
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activities undertaken with CDBG funds. 
J 

&	 Generalist officials, particularly chlef executives, have 

played a promlllent role In communlty 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-exlsting 

federal grant programs for community development, whlch 

in the case of urban renewal and model cities generally 

were administered by quasi-autonomous Or lndependent 

local agencies or authorities. 

o	 Citizen partlclpation, contrary to what some observers 

anticipated, has been a very significant feature of the 

program's implementation in the first year, especially 

In those cases In which local officials demonstrated a 

strong positive attitude toward these activities. 

o	 The analysis in this report of the distributional effects of 

the CDBG program demonstrates that in relative terms the 

allocaj;ion system favors small and suburban Jurisdlctions; it 

disadvantages older and distressed central cities. We 

propose specific changes in this allocation system and show 

how they would affect all major units entitled to CDBG funds. 

Chapter 6 contains proposals for changing the current


formula. The final chapter in this volume goes


beyond the existlng allocation system and recommends


a formula add-on for needy cities; $500 million in


supplemental CDBG funds are allocated on thlS basis.


* * * 



As stressed throughout th1S report, the answer to the quest10n

of whether these first-year findings indicate success or failure

for the CDBG program depends upon the values and perceptions of the

individual reader.

FOOTNOTES TO CHAFfER 1

11 The "veto-only" review process applies only to "entitlement
jur1sdictions." As a practical matter, what this involves is that
smaller jurisdictions el1gible for CDBG grants at the discretion
of the Secretary are treated in the usual way -- 1.e., BUD can
e1ther approve or disapprove the1r applications.

~ As explained more fully in later chapters, the samPle does not
include any discretionary jurisdictions with1n metropolitan areas.

15



CHAPTER 2 

THE COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM: 

BACKGROUND, PASSAGE, AND IMPLEMENTATION 

'On August 22, 1974, Gerald R, Ford signed into law the Housing 

and Connnunity Development Act of 1974. Because "the nation's cities, 

towns and smaller urban connnunities face critical soclal, economic 

and environmental problems ••• ," the act declares, "the future 

welfare of the nation and well-being of its ,citizens depend on the 

establishment of viable urban communities as social, economic and 

political entities • ••• " The new legislation's stated main objective 

is "the creation of viable urban connmmities. II Toward this end it 

provides, in Title I, for block grants for community development and, 

in Title II, for housing assistance for persons of low and moderate 

income.l! (The full text of 'Title I, in'facslmile, is 

reproduced as Appendix I of this report.) In the past, connnunity 

development and housing programs had been enacted as parts of a 

singl&legislative program but were administered separately. The 

1974 legislation for the first time established a direct link between 

them. The authors of this report and the associated 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 l~ng deliberation in which widely varied perceptions 

and interests helped shape the outcome. 

The first section of this chapter reviews the evolution of federal 

involvement with community development; the second section describes 

the sequence of events that led up to enactment of the CDBG program; 

the third focuses on the initial steps in its implementation. 

EVOLUTION OF THE FEDERi'.L ROLE IN COMMUNITY DEVELOPMENT 

The Meaning of "Community Development" 

Among policymakers, community development is a relatively new term. 

It appeared in federal leglslation 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 f~deral 

agencies began to characterize activities to renovate urban places as 

"community development efforts." In 1966, a separate community, develop­

ment division was created ln the newly established United States 

Department of Housing and Urban Development CHUD), originally as one 

of three divisions under an assistant secretary for renewal and 

housing assistance, and, by 1971, as a separate office headed by an 

assistant secretary for community development. 

In spite of wide use among federal officials and other policy 

experts, the term "community development" remains unclear. To some, 

it refers to the historical process by which communitles make 
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the transition from what is called a "traditional" state to a "modern"

one. To others, it involves political activity aimed at mobilizing

and organizing citizens to pursue certain social or political goals.gj

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 appropriate one in the context

of urban policies and programs of the federal government.

Federal policymakers have generally held back from precisely

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

broad objectives, with the assumption that the fulfillment of these

objectives constitutes community deveJ.'opment. Lyndon Johnson, for

example, conveyed a bold outline of what he believed community

development to be when he'spoke in 1966 of his determination to

"create cities of spacious beauty and lively promise where men are

truly free to determine how they will liva. ,,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
create and preserve a wholesome living environment for
all citizens. Such an environment should provide not
only an adequate supply of decent housing accessible to
all, balanced community transportatlon 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
community, y



19

Broad assertions of national purpose, though they fall short of

providing a working definition, indicate four basic concerns of

federal po1icymaking for community development: (1) physical

improvement of the urban environment; (2) improvement of the social

aspects of urban conditions; (3) improvement in the performance of

local government; and (4) increased participation by local residents

in making decisions that affect thelr own communities.

The evolution 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, community development

has been lnterpreted in Washington as primarily an effort to

revitalize the nation's deteriorating urban core areas. The magnitude

and complexity of this task, however, became apparent only gradually.

The uncertainty with which the federal government became involved

in this area resulted initially in the enactment of several narrow

programs aimed at specific community,needs.

The Federal Government's Role in Community Development

The first indication of the federal government's concern with the

problems of cities came in 185)2, when Congress appropriated $20,000

for a study of urban slum conditions. Sixteen years later, President

Theodore Rooseve;t created a commission to survey slum conditions.

Neither study resulted in federal action on behalf of cities. In the

years around the turn of the century, urban problems--physical decay,
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overcrowding J racial conflict, inefficient local government--were 

regarded as responsibilities for state and local authorities, not 

the federal government. Not until the Great Depression of the 

1930s did the federal government directly confront the problems 

of the nation's cities, in this instance with emergency housing and 

slum clearance legislation aimed primarily at providing jobs to 

stimulate economic recovery.21 

With the enactment of the first of the Roosevelt Admlnistration's 

urban rehabilitation programs came the inevitable controversy over 

the manner and extent to which the federal government ought to 

involve itself in local community development. At issue was the 

government's attempt to carry out slum clearance. Such activities 

in Louisville, Kentucky, prompted a court challenge in 1935, as a 

result of which a Federal Court of Appeals ruled that direct federal 

slum 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. fY 

The decision prompted a shift from slum clearance carried out 

directly under federal auspices to 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 1949, the federal government for the first 

time identified as its objective the provision of a decent home and a 
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suitable living enviromnent 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 its 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 and other blighted areas and the 
realization as soon as feasible of the goal of a decent 
home and suitable living environment for every American 
family, thus contributing to the development and 
redevelopment of communities •••• '1/ 

The 1949 act established the basis for widespread federal support of 

hou~ing and community development activities; in the following two 

decades several additional programs were enacted that broadened the 

federal government· 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 neighborhood development program, 

~as, in effect, a special sub-program of urban renewal involving 

annualized grants. 
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Table 2-1. Community Development-related Federal Programs Prior to 1974

Number
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 4,585 604.9

Public facility
loan 1961 1,495 623.7

Water and sewer
facilities 1965 2,246 986.7

Neighborhood
facilities 1965 800 254.7 663

Abdel cities 1966 2,270.8 147

Neighborhood
development 1968 lil4 2,11'9.8 413

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

Two programs--urban renewal and model cities--provide the focus for

this review because of their magnitude and because they represent

major steps leading toward the community development block grant

program of 1974.

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.



23 

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 criticized 

by urban experts as being too linuted in scope and haphazardly 

implemented.§! President Dwight D. Eisenhower responded to these 

criticisms and others by appointing an advisory committee on government 

housing policy and programs in 1953.21 Reflecting the committee's 

recommendations, the redevelopment program of 1949 was modified, 

expanded, and renamed "urban renewal" by the Housing Act of 1954. 

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 participating city had to 

provide in its "workable program": (1) a comprehensive plan for 

community development, (2) an analysis of the neighborhoods in the 

community to ,identify those with blighted areas, (3) an administrative 

organization capable of coordinating and administering a community 

program, (4) assurance that the entire community 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 participation provisions were the most 

significant procedural components of the "workable program." Local 
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governments were required to assess their needs and to plan 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 1954 

act provided planning funds to towns with populations below 25,000 

and to area-wide planning 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 governments created "blue ribbon" 

advisory boards to support renewal p1ans--often without any 

significant voice in the planning and execution processes. Thus, 

although the "workable program" for urban renewal introduced the 

issue of citizen participation into community development, it 

largely failed to bring about active 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 po1icymakers to 

concentrate on the visible and tangible aspects of urban decay. 

Harold Wolman, in writing about the politics of federal housing 

policy; has observed that "much of the concern about easily visible 

slums was not about the deprivation suffered by their inhabitants ­

but rather about the affront to the aesthetic sensibilities caused 

by these blights on the urban 1andscape."lQ/ Yet the emphasis was 

not easily shifted. Businesses and trade unions associated with the 

building industry, because they stood to benefit directly from 
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redevelopment activities, encouraged the stress on physical improvements. 

In addition, local governments favored this approach in the hope that 

their tax bases would be improved by having higher income groups move 

into redeveloped areas. At least partially in response to such 

pressures, programs enacted between 1961 and 1965 perpetuated the 

physical orientation of federally aided community development. These 

were initiated to help provide public facllities, water end sewer 

systems, and open space ln urban areas. 

It was not until 1966 that the focus of community development 

began to change. 

The YDdel Cities Approach. New efforts by federal policymakers 

to reshape the concept of assistance for community development were 

prompted by the increasingly apparent limitations of physically orlented 

programs. The urban unrest that began in the mid-1960s--perceived as 

a reaction among poor people to the conditions of life in ghettos--11I 

added a strong stimulus to re-evaluate existing development programs. 

The result of these efforts was the Demonstration Cities end 

Metropolitan Development Act of 1966 which created the model cities 

program. 

Recommended initially by a task force appointed by President Johnson 

and headed by Professor Robert C. Wood of the Massachusetts Institute of 

Technology, the proposed program was submitted to Congress by President 

Johnson in January 1966. It was conceived as en experimental program 

that would be limited to sixty-six cities with seriously deteriorated 

areas. The purpose of the experiment was to demonstrate that rapid 
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improvement in deteriorated urban areas could be achieved by combining 

and augmenting existing federal grant programs in a single effort 

concentrated on areas designated as "model neighborhoods." In addition, 

the program sought to give greater dlscretion to recipient localities 

and their residents in deciding how federal funds would be used. 

The model cities program became law in November 1966, after Congress 

had increased the number of cities that would be permitted to participate 

to 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 

physical improvement; it provided funds for job training, employment 

opportunities, and a variety of social services, as well as for 

neighborhood improvements. These changes reflected a recognition by 

officials that community development must rehabilitate more aspects of 

citizens' lives than just their surroundings. 

Procedurally, the model cities program adopted and elaborated on 

elements of the urban renewal "work~ble program" involving planning 

and citizen participation; it stressed the coordination of related 

federal grant-in-aid programs. Planning under the model citles 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, because of the 

broader scope of model cities activities, the planning process became 
• 
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more prominent. A planning procedure to be followed by each participat­

ing locality was outlined in detail by BUD, and the department provided 

participants with a full year's funding for planning prior to program 

start-up.lY 

The citizen participation 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 lllOdel neighborhoods 

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

opportunity for participation. Although the lllOdel C1ties 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 cOIlllllllIlity action 

program created by the Economic Opportunity Act of 1964 had stirred up 

widespread criticism of its requirement for "maximum feasible" citizen 

participation, as well as its detailed administrative directives for 

local cOIlllllllIlity 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 neighborhood residents in the program varied 

widely among cities. Clearly, however, citizen participation in the 

model cities program was to be an important factor in gi ving a voice 

to neighborhood residents under this and other federal programs. In 

1968, at the direction of BUD Secretary Robert E. Weaver, the 

administrative guidelines 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 projects involving 

residential rehabilitation. 

The model cities program reflected President Johnson's commitment 

to utilize the resources of the federal government in what he called 

a "creative partnership" to improve the quality of urban life. This 

approach, which emphasized an active, wide-ranging role for the 

federal government in domestic affairs, Johnson described under the 

banner "creati ve federalism." Although by 1966 the federal 

government's role in providing assistance and guidance to local 

governments for community development purposes seemed firmly 

established, the model cities program stimulated considerable debate 

about what ought to be the nature and extent of the federal 

government's role not Just in community development but in domestic 

affairs in general. 

The program raised fundamental issues 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 quickly 

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 rights legislation. 

Concern with the growing involvement of the federal government 

in what had been traditionally viewed as state and local affairs 
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became a major issue in the presidential campaign of 1968. As the 

Republican candidate, Richard Nixon advanced _a vi~w 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 D9mocrats and undoubtedly influenced Johnson's 

view of the federal government's role in domestic matters, had 

subsided. Now, the size of the federal bureaucracy, the scope of its 

activities, and alleged difficulties in achleving efficient and 

effective implementation of federal programs became prominent political 

issues. Reflecting these concerns, bOoh party platforms in 1968 

committed their candidates for the presidency to management improve0ents. 

T'ne 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. ,,131 The 

D9mocrats, meanwhile, promised to "give priority to simplifying and 

streamlining the processes of government, particularly in the 

management of the great innovative programs enacted in the 1960s. "W 

Although Nixon offered few specific ideas about 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 to the expansion of federal 

authority; they also reflected the attitudes of a growing number of 

officials at all levels of government, and in addition echoed 

recommendations made by the United States Advisory Commission on 
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Intergovernmental Re1ations.12I 

Problems of Coordination and Review. Understandably, the 

coordination of federal grant-in-aid programs in urban areas was 

not a concern when the urban renewal program was enacted. By the 

mid-1960s, however, because of the sharp increase ln 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 geographical lines and on the basis of program function. 

By supporting area-wide planning, the sectlOn 701 under the Housing Act of 

1954 promoted coordination along geographic lines, in an effort to foster 

a broad-based awareness of the impact of local programs. In a similar 

way, the model cities program was held up by many of its proponents 

as a major effort to align 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 governing the formulation, eva1uatlon and review of federal 

programs and/or projects having a significant impact on area and 

community development ••• " Title IV was implemented by the Office of 

Management and Budget in its Circular A-95. Part I of Circular A-95 

established a "ProJect Not~fication and Review System," under which 

state and area-wide clearinghouses (state and areawide planning bodies 

designated by the Office of Management and Budget) were empowered to 

review and comment on proposed grant applications to the federal government, 

flith special attention to the consistency between the activitles 
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proposed and existing area-wide plans. Until 1974, the impact of 

Circular A-95 on community development programs, however, was slight 

because so few programs were covered by its review process. The 

CDBG program may be seen ill part as a response to the need for 

adequate coordination of federal grant-in-aid programs--both on a 

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 community development. The Ford 

Administration, which took office as the program was clearing Congress, 

was hopeful that the program would 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. Decisions will 

be made at the local level. And responsibility will be put squarely 

where it belongs--at the local level." 1QISuch expectations may have 

been over-optimistic. Although the act contains important new 

features, it is not so sharp a break with past approaches to federal 

community development activities as the Nixon Administration had 

originally sought. Despite the fact that Nixon resigned from office 

only two weeks before the CDBG act was signed, the program stands as 

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

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

for community 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 struggle 

between the Administration and the Congress. Many of its features 

reflect efforts 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 as a Philosophical Guide. Both during his 

campaign for the presidency in 1968 and after his inauguration, 

Richard Nixon criticized the rapid growth of the federal government's 

domestic role and urged steps to shift responsibility away from 

Washington and onto state and local authorities. Early in Nixon's 

first term of office, in an effort to lieve decentralization, he 

proposed the adoption of revenue sharing, along with a number of related 

changes in existing domestic 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.";U; The New Federalism looked towards a 

sorting out of governmental responsibilities, assigning to state and 

local governments those responsibilities that could, in the 

Administration's view, best be performed at those levels and retaining 

at the national level functions most effectively dealt with centrally. 

But 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 issues 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 recelve attention. 

Transition task forces had been considering the future of this program 

along with other social programs, even before the change in Administra­

tlon in January, 1969.l§/ In the spring of 1969, the President 

appointed another task force, headed by Harvard urbanologist 

Edward 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. It also urged the eventual adoption of a "revenue 

sharing approach" to aiding urban areas.l2/ 

other in-house studies of the model cities program were undertaken 

first by the short-lived Urban Affairs Council, headed by Daniel Patrick 

MJynihan, and later by the Lbmestic Council, headed by John D. Ehr1ichman. 

In addition, the Office of Management and Budget and the Department of 

Housing and Urban Development conducted studies.gQj Partly in response 

to these various evaluations, HUD began in 1971 to initiate 

administrative changes in the model cities program. Reflecting the 

ideas and objectives of the New Federalism, these changes stressed 

coordination among existing community development programs and efforts 

to strengthen elected, general-purpose local governments under the 

model cities and related federal assistance programs. On the basis of 

these changes, officials promoted the idea of a reformulated model 

cities program as an example of the New Federalism approach in action.W 

Special Revenue Sharing. Parallel with the efforts to alter the 

model cities program to 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 

ggjdevelopment, as well as five other functional areas. President 

Nixon announced 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 cities program 

were being advanced in this period. On Mey 18, a modification of the 

model cities prog~am conforming it to the principles of the New 

Federalism was announced--the "annual arrangements program." This was 

to be the first of two experimental programs aime~ at achieving some 

of the goals sought by the special revenue sharing approach, but in 

this case by administrative action. Also to be carried out under the 

umbrella of the model cities program was the "planned variations 

program," launched on July 29. Both plans were described by HUD as 

the "forerunner of such significant initiatives as Community Development 

Revenue Sharing. ,,£31 

Under the annual arrangements program HUD officials met with 

representatives of participating jurisdictions to negotiate a 

"package" of community 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 government and local officials. 

Planned variations, the more broad-ranging of the- two experiments, 

contained three elements: (1) a city-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 federal assistance to his community and 

the funds needed to carry out this review; and (3) "minimization of 

review," a commitment by HUD to curtail its involvement in the review 

process, delegating the major part of its review powers to the chief 

executive. Of the twenty cities under the planned variations program 

beginning in 1971, sixteen participated in all three phases; four 

participated only through the adoption of a chief executive review and 

comment system.~ 

The special revenue sharing approach, being formulated simultaneously 

with these administrative modifications, represented an important~step 

in the Administration's efforts to translate the New Federalism 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 application 

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 match 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 

some of the Administration's objectives--in particular, to consolidation 

of the categorical grants into ~ single, simplified program, and to 

placing greater responsibility on general-purpose local governments-­

there were two major areas of disagreement between the President and 

Congress. The most important one from a tactical standpoint was the 

Administration's decision not to include a recommendation for new . 

housing legislation with its community development proposal. The second 

and more substantive dispute concerned the issue of decentralization. 

Congress was not prepared to relinquish 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 community development. 

Seizing the initiative, the housing subcommittees of both chambers 

of Congress drafted alternative housing and community development bills. 

The Senate committee version won full Senate approval; but a similar 

bill drafted in the House of Representati ves falled to reach the House 

floor before the close of the Ninety-second Congress. 
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The Better Communities Act -Special Revenue Sharing by Another Name. 

In March, 1973, just after the Ninety-third Congress convened, the 

Administration submitted a second proposal, which was entitled the 

"Better Communities Act." Aside from its new name, it diJfered only 

slightly from the original special revenue sharing proposal of 1971. 

The most notable differences between the two proposals were: (1) that 

the 1972 bill included 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 that urban 

counties, not just cities, would be eligible for community 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 Banking and Currency Committee's 

Subcommittee on Housing, put it, "a warmed over version" of the 

Administration's 1971 special revenue sharing proposal.~ 

Instead of submitting a compromise proposal that reflected some of the 

concerns expressed by the Congress, the Administration took a hard 

bargaining position and prodded the Congress to accept its position. 

In his budget message for fiscal year 1974 President Nixon announced 

the suspension of the seven grants folded into the Better Communities 

Act, as a means of pressuring Congress to act favorably on his'plan. 
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In a radio message broadcast on March 3, 1973, President Nixon appealed 

for publ~c support 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 a series of mini-State of the Union messages, the 

President reiterated his appeal. 
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Shaping the Block Grant Program in Congress 

In 1973, the housing subcommittees of both the House of 

Representatives and the Senate again drafted their own community 

development billS, both of whlch dlffered significantly , 
from the proposed Better Communlties Act. In addition, 

major distinctions between the House and Senate approaches emerged. 

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

to Nixon's proposal. On Way 9, 1973, the chairman of the Senate 

Committee on Banking, Housing, and Urban Affairs, Senator John J. 

Sparkman of Alabama, reintroduced the community development section of 

the bill adopted by the Senate in 1972. Two months later the Senate 

housing subcommittee, under Sparkman's leadership, added its own 

housing title to the bill; between July 16 and October 4, 1973, the 

subcommittee held twenty-six days of hearings on the bills proposed 

by the Administration and the Senate subcommittee. In mid-February 

1974, the full Banking, Housing, and Urban Affairs Committee reported 

out a bill similar to the one the Senate had passed in 1972 and 

radically different from the Administration'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 AdministJ;ation's special revenue sharing approach--the use of 

a formula to allocate funds and the Administration's strong emphasis 

on decentralization. 
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Decentralization remained a persistently aggravating issue 

throughout the Senate subcommittee's deliberations. Sparkman, in 

a speech to the Senate in May, complained that "the principle of 

special reven~e sharing••• carries with it a transfer of responsibility 

for meeting national objectives from the federal government to local 

governments with no built-in means for directing or evaluating how the 

federal funds are spent other than a post-audit for accounting and 

auditing purposes."g£/ Senator Robert Taft, Jr. of Ohio, 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 another 
fund transfer program which simply provides localities with 
more federal money to use virtually as they see fit ••• 
Furthermore the essence of any cOllIIInIDity development 
program--housing and physical development and redevelopment-­
probably deals more fundamentally with the problems of 
racial integration, which have proved so difficult for 
localities to tackle even with strong federal directives, 
than any other federal program. Because of such problems, 
I feel that community development is one of the least , 
suitable types of program areas for a totally "hands-off" 
revenue sharing approach. ?:II 

Senator Joseph R. Biden, the junior senator from Delaware, 

expressed special concern for how low and moderate-income persons, 

especially minorities, would fare under the Administration's approach. 

He suggested that in spite of their good intentions, local politicians 

would find it difficult to handle such controversial issues as 

housing for low-income and minority groups.g§/ 

In rejecting the Administration's views on decentralization, the 

Senate committee bill 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 jurisdiction's 

allocation be used for social services--this, in an effort to 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 spent in such a way as 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 there~shou1d be an application pro?ess. The committee 

bill required that recipients present an application that outlined 

the uses of what it referred to as "block grant" fu:ndS, and that 

these proposed uses be consistent with national objectlves and 

all other procedural requirements specified in the act. 

Before the senators rejected the Administration'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 BUD 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 90mments on~this decision summed~up the committee's viewpoint 
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on this issue: 

I find it difficult to argue in principle against the 
concept of funds distribution based upon a formula which 
reflects an "objective" indication of connnunity needs •.• 
The case for a formula bears weight 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 ll\Y sense of 
relative community needs any better than the funding 
distribution under past programs. W 

Throughout the Senate's deliberations on community development 

legislation, the Administration made little effort to advance its 

cause. When hearings began in the Senate, the Administration, in 

no mood to compromise, appeared confident that Congress would 

ultimately accept its proposal. 

Housing legislation remained the Senate committee's primary 

concern. The Administration, however, still had not decided on what 

kind of housing program, if any, it was willing to support. When 

asked by the Senate committee about the Administration's housing 

policy, HUD Secretary James T. Lynn could only refer to a 

forthcoming 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 committee gave the impression that they would concentrate 

their efforts in behalf of the Better Communities Act on the House of 

Representatives. On March 11, 1974, when the Senate passed by a 76-11 

vote the version of the Housing and Connnunity Development Act 

recommended by its Banking, Housing and Urban Affairs Committee 
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had been in 1972. Neither side was willing to yield ground. 

Concessions in the House. The House of Representatives acted 

second; it was clearly the more influential of the two chambers in 

shaping the final legislation. On September 5, 1973, Democrats William A. 

Barrett of ,Pennsylvania, the Chairman of the Housing Subcommittee of 

the House Banking and Currency Committee, and Thomas L. Ashley of 

Ohio introduced the Housing and Urban Development Act of 1973, which 

contained virtually all the elements of the 1972 bill that had 

failed to reach the floor of the House and that the Administration 

had found unacceptable. On October 5, the Housing Subcommittee began 

hearings on the Barrett-Ashley bill and on the Better Communities 

Act. As had been the case in the Senate, the bill met strong 

opposition. But unlike the situation in the Senate, shortly after 

the hearings began, key members of the House subcommittee began 

behind-the-scenes negotiations with Administration officials to arrive 

at a compromise bill. The main impasse in these negotiations was 

broken in February, 1974, 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 control, a point 

on which the subcommittee insisted, while at the same time significantly 

limiting the roJ,.e of the federal government. Democratic Representative 

Richard T. Hanna of California, a relative newcomer to the subcommittee, 

played a major role in securing this compromise. 



44 

The Watergate affair proved to be 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 community development 

legislation might be 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. Abandoning the 

Administration's earlier, inflexible posture, Lynn adopted a give­

and-take attitude. 

Still 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 atmosphere 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 

to have a combined housing and community 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 

President's message on housing. Although many committee 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 idea of an omnibus housing and community development 

acto 

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 ovm members and to the Administration. Compromises between 

the House subcommittee 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 formula for low-income housing; 

This proposal contemplated a large-scale modernization and renovation 

of existing housing; the Barrett-Ashley bill also envisioned the 

continuation of some housing subsidies for new construction 

already in effect. The House subcommittee later dropped its 

housing block grant proposal in favor an Administration proposal 

for a single new housing program to replace existing housing programs. 

At the urging of Representative Ashley, the House program linked 

housing subsidies to community development by including a requirement 

that a "housing 'assistance plan" (HAP) be prepared by each applicant­

for a community develoPment block grant and submitted to HUD as part 

of the application. (The House, like the Senate, was now using the 

term "block grant" as opposed to special revenue sharing.) 

The other unresolved issue between the Administration and 

the House subcommittee 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 
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equal 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 

food of $100 million annually over the three years. The Administra­

tion agreed, though not without misgivings, to a three-year 

authorization of $8.35 billion. 

The compromise House/Administration bill was reported by the 

Banking and Currency Committee on June 17. It was approved four 

days later by a vote 351-25. Thus, by mid-June, 1974 when 

Congress was on the verge of impeachment proceedif,gs, the two 

chambers had passed with overwhelming majorities ~ery different 

versions of a housing and connnunity development bill, and each 

side appeared to be holding firmly' 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. 

The Urban Counties Controversy. A number of interest groups were 

actively involved in the legislative process regarding connnunity 

development. These included organizations of state and local 

officials, such as the Council of State Governments, National League 

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

Association for Counties. Business and professional groups, including 

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 



other influential groups such as the AFL/Cra, the Urban League, and 

the National Association for the Advancement of Colored People, 

While all favored a housing and community development program, they 

lobbied for a variety of specific provisions and to prevent the 

adoption of features seen as detrimental to their particular interests. 

The Council of State C-overnments, for example, lobbied--without 

success--to secure state participation in the community development 

program. The National Association of Counties worked hard--and with 

success-··to include urban counties as entitlement jurisdictions, 

This latter issue is of considerable significance and stirred up wide 

controversy, The National League of Cities, viewing the inclusion of 

urban counties as a direct threat to their jurj sdictions, sought to 

have them excluded or at least limited to discretionary grants. 

The decision to include urban counties in the block grant program 

as entitlement jurisdictions (that is, entitled to formula grants) 

attesvs to the growing influence in Congress of suburban jurisdictions 

and of county government in general. As early as 1969, the National 

Commission on Urban Problems urged a revenue sharing program primarily 

for cities, in which urban counties would have been eligible to 

participate.2Q/ President Nixon's 1971 special revenue sharing 

proposal, however, did not reconnnend the inclusion of urban counties. 

Early in 1972, as Congress attempted to formulate its own community 

development program, the National Association of Counties began 

vigorous lobbying for the inclusion of urban Coullties. Congress 

rejected the idea but later that year reversed itself. The 
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Administration, too, switched sides on this issue. When the President 

submitted the Better Comnnmities Act in 1973, it provided for participa­

tion by urban counties. 

The inclusion of urban counties was vigorously debated in Congress. 

Several representatives from large suburban constituencies championed 

their cause. William B. Widnall, on behalf of Bergen County, New Jersey, 

Richard T. Hanna for Orange County, California, and William Moorhead 

for Allegheny County, Pennsylvania (overlying Pittsburgh), were the 

strongest spokesmen for urban counties on the House subconnnittee. 

Opposing this position were the National League of Cities and members of 

Congress whose jurisdictions stood to be adversely affected by the 

inclusion of urban counties. Senator Brooke from M3.ssachuse"tts, which 

does not have any counties that would qualify, led the oppesi tion 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 limit the number of units included and 

ensure that only counties with the legal authority to carry out housing 

and comnnmity development activities were eligible for funds. This 

matter was resolved by defining an urban 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 comnnmity development'and housing activitles In its unincorporated 

areas. The other issue was the distribution of funds; it was necessary to 



allay fears that the inclusion of urban counties would dilute funds 

for cities. In response to this concern, the committee was assured 

by HUD and by its own staff that only about seventy-five counties 

would qualify and not 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 sP_JIf a way ~:t;hat will accommodate suburban America, so that 

the legislation will have a chance of passing. "W Representative 

M:lorhead 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 winning on the 

floor. Reflecting new demographic patterns, more and more Congressmen 

find themselves representing suburban constituencies. "E! 

Reconciling the House and Senate Positions. In conference 

committee meetings in the summer of 1974, disagreement centered on two 

major issues. One was the question of decentralization--how much 

responsibility should be shifted to state and local governments, and 

what role should the federal government 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 

position than did their Senate counterparts; their bill had 

Administration support, the Senate's did not. Not surprisingly, the 

compromise that emerged more closely resembled the House bill, although 

the negotiations did yield some important changes to accommodate 

Senate views. 

On the decentralization issue, the House bill came much closer 

than the Senate's to the Administration's position. The House relied 

on its application procedure giving HUD "veta_only" (not approval) 

authority. The Senate was able to augment this with a set of national 

objectives and certain limitations on the use of community development 

funds. Both, however, were modified by the conference committee. For 

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 to 

benefit low and moderate-income families or blighted areas. Regarding 

the latter, the conference bill required instead that localities 

certify that "the program has been developed so as to give maximum 

feasible priority to activities 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 percent limit on the 

use of block grant funds for social services, The conference committee 

removed the percent figure and inserted in its place general language 

requiring that such services be related to physical development 
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projects undertaken with the block grant funds, and that grants for 

these services not be available under other federal programs. 

On the issue of the allocation of funds, again the House position 

prevailed. The conferees agreed on the inclusion of a formula method 

for the allocation of roost funds, as the Administration had originally 

proposed. The Senate's preference for a combined hold-harmless and 

discretionary funding approach was to an extent accommodated,_ in that 

the allocation system provided for a "hold-harmless" period 

for jurisdictions already receiving federal community development 

funds, and for discretionary funding for jurisdictions not entitled 

to funds under the allocation formula. 

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 billion for three years, closer to the House position 

than to the Senate's. 

In the final analysis, the bill that emerged from the conference 

on August 9, because it more strongly reflected the position of the 

House and had been developed in collaboration with Administration 

officials, was accepted only reluctantly by the Senate conferees. A 

week later, the Housing and Community D3velopment Act of 1974 was 

approved by votes of 80 to 4 in the Senate and 377 to 2l in the House. 

On August 22, not two weeks after Richard Nixon'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 respects from previous federal programs for community 

development. First, it supplants seven existing grants-in-aid, six 

of which were designed to support circumscribed kinds of activities, 

with block grant funding to be used for community development (within 

certain broad purposes and with certain restrictions) at the 

discretion of the recipient. Second, it introduces a simplified, 

"veto-only" application procedure, whereby HUD must act on all 

applications within seventy-five days, after which all applications 

are automatically approved. Third, it relies on a statutory formula 

as the basis for allocating community development funds, instead of 

relying fully on the competitive funding procedures used previously. 

Fourth, it establishes a direct operational link between community 

development and housing programs. Fifth, it contains no requirement 

for matching funds. 

Block Flmding to Further "National Objectives." By consolidating, 
, 

or folding in, seven so-called "categorical" grant 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 

concept was to increase the freedom of local governments in setting 

their own priorities and choosing their own means for meeting the needs 

of their communities. 

The folded-in grants, in relative order of prominence, were: "" 

1.	 Urban renewal (and the neighborhood development p:r;ograms) 
under Title I of the Housing Act of 1949; ",' .. 
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2.	 Model cities under Title I of the Demonstration Cities and ' 
~tropoiitan Development Act of 1966; 

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

4.	 Neighborhood facilities grants under Section 703 of the 
Housing and Development' Act of 1965; 

5.	 Public facilities loans under Tltle 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 1964. 

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 piOperty 
and neighborhood and community facilities of importance 
to the welfare of the community, principally persons of 
low and moderate income; 

2.	 The elimination of condltions which are detnmental 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 to provide a decent home and a suitable 
living environment for all persons, but principally those 
of	 low and moderate income; 

4. The expansion and improvement of the quantity and quality 
of community services, principally 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 
increase in the diversity and vitality of neighborhoods 
through the spatial,deconcentration of 'housing opportunities 
for persons of Iow'er 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 reasons. 
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The Appl ication Procedure. The CDBG applicatlOn procedure was seen 

by many in Congress as the major distinction between the Administration's 

special revenue sharing idea and a block grant in that lt permits a degree 

of federal control over the way local governments carry out community 

development activities, whJ.le 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 community development plan summary; 

2.	 a one-year actlon program; 

3.	 a housing assistance plan; and 

4.	 a budget. 

B. The application must be accompanied by certifications or 

assurances that, in preparing it, the local govermnent has: 

1. given maximum feasible priority to activities which will 

benefit low and moderate-lncome families or aid in the 

prevention or elimination of slums and blight; 

2.	 provided information about the program to citizens, held 

at least two pubhc hearings, and provided for "adequate" 

citizen partlcipatioTIj 

3.	 complied with the nondiscrimlnation provisions of the act and 

all other applicable federal laws and regulatlons; 

4.	 complied with the David-Bacon "prevailing-'Nage ll requirement; 

5.	 submitted the application to s"ate and area-wide clearinghouses 

for review and comment; and 

6.	 assumed responsibllity for meeting environmental review require­

ments under the act and agreed to accept the jurisdiction of 

federal courts with respect to enforcement of these 

responsibilitles. 
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C. HUD must process applications from entitlement and hold-harmless 

jurisdictions within seventy-five days after sUbmission, and applications 

must 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 jurisdiction proposes are "clearly not 

permissible" under the act; and 

3.	 the planned activities are "plainly inappropr1ate" to meeting the 

identified needs or objectives. 

• 
Funding. The CDBG program approach to funding seeks to reduce the 

competition associated with the folded-in programs, 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 needs. The larger governments are formula-entitlement recipients, 

eligible to receive a defin1te amount of funds during the six-year life 

of the program. For both the larger governments and those smaller un1ts 

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 II of this report explains the allocation system 

und"r the CDBG program and the hold-harmless provision in greater 

detail.) 

The Housing Assistance-Community Development Link. The housing 

assistance plan required in the CDBG application process ties together 

the housing program and community development activities. Representative 

Ashley, the principal architect of this provision, emphasized its 

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

a close tie-in with housing assistance and that we cannot have 

effective housing programs without local governments providing adequate 

facilities and services and a healthy cOlllIllUIlity environment for 

hOUSing.331 All participating jurisdictions are required as part of the 

application 

1.	 to 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.	 to establish a realistic annual goal of the amount and kind 

of housing assistance to be provided. 

This final provision, for a housing assistance 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 January 1, 1975, start-up date, 

only four months after enactment. Principal administrative 

responsibility for the program rested with HUD's Office of Comnluiiity 

Planning and Development, headed by Assistant Secretary David O. Meeker 

and Deputy Assistant Secretary Warren E. Butler. Under almost any 

circumstances, 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 psrticipated in formulating and enacting the CDBG program-­

the Nixqn 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 into 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 January 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 llRlch funding they would receive had to be calculated; the 

same had to be done for forllRl1a entitlement jurisdiclOions. Next came 

the actual processin.&. of applications. 

,. ,Gearing 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 
, 

intent as well as consultation with all 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 Community Planning and Development began as early as mid-April, 

1974 (four months before enactment) to sketch out portions of the 

administrative regulations based on assumptions about the final 

legislation. But, because several major disagreements remained 

unresolved until the conference 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 regulations for the 

formula-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 were the most prominent. One was citizen participation. 

Several~responses reflected displeasure with HUD's treatment of this 

issue and urged that HUD outline specific procedures for local 

governments to follow in implementing this requirement. Echoing 

Secretary Lynn's views, HUD rejected these suggestions on grounds 

that it was inappropriate to specify 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. In 

particular, the Housing subcommittee of the House challenged the 

draft provision limiting participation to urban counties with prior 
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community 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 

matter of choice rather than a mandatory step as provided iJ;l the 

legislation. On these two issues, HUD reversed its position in the 

final regulations issued on November 13, 1974. 

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 formula, HUD officials, 

notably James Broughman of the Office of Community Planning and. . 
Development, had worked closely with Congress in testing several 

alternatives and so had considerable familiarity with the data necessary 

for making these calculations. 

In training sessions held in Washington and in several other cities 

during the summer of 1974, 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 community development and housing functions. 

Compared to other federal agencies, HUD had assigned substantially more 

program authority to its local offices, including responsibility for 

reviewing most applications~and making funding commitments. The 

agency's thirty-nine area o,ffices consult Washington only about policy 

issues, which in the case of the CDBG program includes the rejection 
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of the application of an entitlement jurisdiction. The area office

recommends the rejection to its regional office, which, in turn,

reviews the case and, if it agrees, forwards a recommendation of

disapproval to Washington.

Getting the Program Launched

On January 1, BUD began to process applications. The timetable

fixed by the legislation required that applications from entitlement

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

Table 2-2. Cumulative Total of Applications from Entitlement

Communities Processed by HUD in the First Eight MOnths of the

CDBG Program""

Number of applications Total funding
approved by date

As of Received Approved (millions of dollars)

1/31/75 31

3/31/75 312 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 1,324 1,321 2,094 .7

Source: Compiled from Community Development Block Grant Program First
Annual Reoort (U.S. Department of Housing and Urban Development,
Community Planning and Development, Office of Evaluation, December 1975).

* Data do not include urban counties.
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A May 15 deadline was set for urban counties and applications for

discretionary 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 timetable for

processing applications for discretionary grants, however.

Table 2-3. Cumulative Totals of Applications from Non-metropolitan

Discretionary Communities Processed by HUD in the First Ten Months of

"he CDBG Program

Number of applications Total funding

Not approved by date
As of Received Approved In review funded (millions of dollars)

6/31/75 2,281 101 1,998 182 25.2

7/31/75 2,583 851 643 783 144.11

8/31/75 2,673 1,144 128 998 193.5

9/30/75 2,686 1, 163 41 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 participating jurisdictions, especially for the eighty 

entitlement jurisdictions with no prior experience under "he folded-in 

grants, completing the application OW 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 

351urban renewal took more than two years. M3.ny jurlsdictions began 

to prepare for the application process well before January 1, assembling 

staff, making organizational changes, and designing, or even setting 

up, their citizen participation procedures. 

Discretionary applicants from non-metropolitan areas were required 

to file "pre-applications" outlinlng their comnnmity development needs, 

the jurisdiction's plan for meeting these needs, and the araount of money 

sought. This pre-application stage was the most important hurdle for 

discretlonary applicants as HUD evaluated and ranked the pre-applicatlOns 

and then invited selected jurisdictions to submit formal applications. 

Between mid-January and mid-March, HUD received more than 5,000 pre­

apPlications;3£! from these, 2,272 full applications were invlted and were 

received Qy mid-May. For the first year, applicants for discretionary 

grants in metropolitan areas were not required to file pre-applications. 

Because the discretlonary funds anticlpated for metropolitan areas were 

depleted by the unexpectedly large number of urban counties that 

participated, grants to discretionary applicants in metropolitan areas 

had to wait for a supplemental appropria"&ion which was enacted in 

June, 1975. By December, 1975, only 357 of 957 applications from 

metropolitan jurisdictions for discretionary funds had been approved 

OW HUD. 
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A major part of an agency's responsibility in implementing any 

new program is providing guidance to local officials. Partly out of 

conviction, partly in the natural course of events under time pressures, 

BUD's Tegulations and guidelines for the CDBG program did not anticipate 

all the questions that would emerge. Largely as a symbolic gesture of 

its limited role in the program, BUD decided not to publish a handbook 

on the CDBG program. The result was a great number of questions from 

local officials. The most frequent and difficult of these concerned 

the eligibility of certain kinds of activities, especially social 

services. The legislation stresses PhYsical development activities, 

specifying that social service activities may be funded under CDBG 

only if they are essential to physical development projects, and further, 

only if the jurisdiction had appli.ed unsuccessfully 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 Washington. 

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 city. In seeking BUD's 

approval, the city 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 included 

in the Brookings sample for this study.) 
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HUD officials in Washington dealt with these and other policy 

issues in the start-up period by creating a "special issues colIIIIlittee" 

headed by deputy assistant secretary Warren Butler and comprising 

the directors of the six HUD component offices directly involved in 

the program. The colIIIIlittee 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. 

Implementing the HAP Requirement 

By far the most\ difficult and controversial questions HUD faced 

in implementing the CDBG program involved the requirement that each 

participating jurisdiction undertake a housing survey to identify its 

housing needs and prepare a HAP based on this survey as part of its 

application. The principal issue for most jurisdictions, it was 

claimed, was that there was not sufficient time to carry out a housing 

survey, and in many of these cases no other data were available. The 

issue was especially serious with respect to the requirement 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 reside," has been the source of 

considerable controversy. 

The record suggests that, in drafting the HAP requirement, the 

Congress gave little attention to data on which these calculations 

could be based. The only guidance on how to estimate who could be 

"expected to reside" within a given area appears in the House Banking 
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and Currency Committee report: 

Clearly those employed in the cornrrnmlty can be 
expected to reside there. Normally, estimates 
of those expected to reside in a particular 
cornrrnmity would be based on employment data 
generally available to the cornrrnmity and to HUD. 
However, in many cases, communities should be 
able to take into account planned employment 
facilities as well, and their housing assistance 
plans should reflect the additional housing needs 
that will result. 31/ 

The problem, however, was not just statistical. The reluctance 

of some jurisdictions to pursue this issue 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 llKlderate-income persons; some 

jurisdictions avoided this aspect of the HAP requirement or complied 

only perfunctorily. For its part, HUD appeared to be uncertain for a long 

perlod about how it expected local governments to meet the expected-to-reside 

requirement and what criteria it would use in evaluating this portion of 

their plans. In a few cases the agency dld negotiate revisions in the HAP and 

related provisions of CDBG applications. Of the eighteen entitlement 

jurisdictions that chose not to participate in the CDBG program, llKlst 

decided upon this course of action because of the HAP reqUlrement. In 

three other cases HUD rejected applications because the HAP was deemed 

inadequate.W 

By and large, however, enforcement of the HAP provision was 

limited. Faced with the absence of adequate data that could support 

a consistent implementation strategy for all jurisdictions, HUD, for 

all practical purposes, postponed serious implementation of the housing 

assistance provision until the second year of the block grant program• 

•
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It did this by a memorandum, dated May 21, 1975, in which area office 

directors were instructed that when applications were submitted lacking 

a complete assessment of housing needs, the applicant involved could 

either adopt estimates provided by HUD, adopt its own estimates, or 

indicate what steps would be taken to make a more complete HAP 

presentation in its second year's submission, 

HUD's approach to the "expected-to-reside" requlrement became the 
, I 

subject of a widely publicized suit filed on August 11, 1975, City of 

Hartford et a1. v. Carla Hills et a1.W The plaintiffs sought to 

enjoin HUD from releasing community development funds to seven towns 

(all suburbs of Hartford) until their applications complied with the 

1aw--especia11y with the HAP provisions. Specifically, the plaintiffs 

claimed that HUD had acted illegally in 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 communities' 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 ap~lications to justify their disapprova1.~ 

The court issued a temporary injunction on September 30, 1975, 

siding with the city and enjoining HUD from releasing funds to 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 

assessment whatsoever of the housing needs of low and moderate-income 

persons who might be 'expected to reside' within their borders. n 

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

the May 21, 1975 Maeker Mamorandum to submit no figure at all and 

they all selected that option, they acted contrary to the clear 

implication of the Statute ••• "W 

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 congressional deliberations; it had, 

in fact, been the most important 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 their own priorities. 

This was to be achieved both by reducing federal involvement in 

local community development activlties and by investing 

officials of general-purpose units of local government with primary 

responsibility for planning and executing federally-aided community 

development projects. In the past, such decisions often had been 

made by HUD officials and their counterparts at the local level, the 

managers and board members of special-purpose authorities for urban 

renewal and housing and city demonstration agencies under the model 
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cities program. This was in essence a dual shift, a decentralization 

of responsibility from the federal to the local level and at the same 

time a centralization to generalist officials of previously dispersed 

responsibility at the local level. 

Opinion in Congress was divided on the extent to which there 

should be a reduced federal role in assisted community development 

activities. The Senate strongly resisted the idea; the House accepted 

it, but with qualifications; the Administration was firmly committed 

to it. Through the compromises described earlier, these three 

positions on the federal role were reconciled. But the compromise 

represented a glossing over of fundamental differences. 

", 
On the whole, HUD adopted a minimal-involvement strategy, at "least 

at the outset, in the implementation of the eDBG 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 took essentially the same 

position in training sessions with field staff. In keeping with this 

posture, HUD conducted what it called "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 attention 

regarding HUD's role has been on the application process. The 

legislation also provides for a second, potentially significant role-­
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annual performance monitoring. Section lo4(d) of the act requires 

that each jurisdiction submit to HUD a performance 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 shall, at least on an annual basis, 
make such reviews and audits as may be necessary 
or appropriate to determine whether the grantee 
has carried out a program substantially as 
described in its application, whether that program 
conformed to the requirements of this title and other 
applicable laws, and whether the applicant has a 
continuing capacity to carry out in a timely manner 
the approved Community D3velopment Program. 

One way to look at HUD's performance-monitoring function is that 

it gives the department the opportunity to fulfill a 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 connection, 

the House committee stated in its report that 

since Federal application review requireme~ts are being 
simplified to such a great extent, the post-audit and 
review requirements will serve as the basic assurance 
that block grant funds are being used properly to 
achieve the bill's objectives ••• the Committee expects 
the Secretary to exercise his ~es}Onsibilities in this 
respect with great diligence. !gI 

Litigation resulting from HUD's implementation of the program 

underscores the importance of performance monitoring. In Testerman v. 

Hills et al.~ and in Ulster Community Action Committee. Inc. v. 

Koenig,W jUd~eS dismissed complaints challenging the substance of 

both CDBG applications and the procedures followed in their 
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preparation. The dismissals in both cases were based on a finding 

that possible flaws in the application process or in planned activities, 

or possible injuries to the plaintiffs inflicted by such flaws, could 

not be determined until performance 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 describe 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 grants. The CDBG program 

may, in the end, amount only to a shift in the timing of HUD's 

involvement, rather than a reduction in its degree of involvement. 

This outcome of this legislative issue, along with others described in 

this chapter, are important questions for our research over the two 

years planned for this study. The rest of this report describes the 

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

of the block grant program. 
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CHAPTER 3 

THE ALLOCATION 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 ShlftS occur? What is the pattern of change? Prlnclpal 

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 distributl0nal pattern with that of 

the seven folded-in grants. The four chapters in Part II focus on these 

distributl0nal effects. The analysls is cast in two parts: 

1. A descriptive examination of the distributional patterns under the 

grants folded into the CDBG program and the consequent reallocation patterns 

under the block grant formula. Chapters 3 and 4 examine how the CDBG formula 

works, how the folded-in grants had formerly been allocated among different 

reciplents, and what the distributional patterns have been in the first year 

of the CDBG program. Chapter 5 analyzes future distrlbutional patterns, 

proJecting the formula allocations to flscal year 1980, the year in which, 

under present legislation, the system would be fully implemented. 

2. Chapter 6 in this sectlon consists of an evaluative analysis of 

~ssues	 raised by the formula and offers alternatlve approaches. 

It must be stated at the outset that this analysis adopts a particular 

perspective, i.e., an urban focus. All communities have needs. Under a con­

dition of scarce resources, however, the basic questlon concerns the allocatlon 

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 withln 
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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 points of view, such as ones that concentrate on the 

economic development of small cities or the upgrading of transitional 

residential areas both in suburbs and in central cities. We examine the 

distribution of folded-in grants-ln-aid as well as the new CDBG allocation 

system. The effects of these two approaches for dlstributing federal funds 

for community development purposes are broken down and eXallilned in several 

ways -- by region, by size of metropolitan area, and by size of community. 

Pro,ject and Formula Grants 

The postwar period saw a rapid rise in the amounts of federal aid to 

state and local governments, increasing from nearly $2 billion in 1948 to 

$50 billion in 1975. Accompanying this increase in dollar amounts "as the 

growth in the number of programs created to meet physical development and 

human resource needs. As noted in Chapter 2, it was during this period that 

all seven of the grants consolidated under the CDBG program were signed into 

lawo 

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

the folded-in grants, were in the form of pro,ject grants, designed 

to provide funds for a specific pro,ject such as an urban renewal pro,ject 

or a multipurpose neighborhood center. ProJect 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. 



77


Besides making project grants, the federal government also makes 

formuJ.a grants, that is, it provides funds to states, and in some cases 

to local governments, on the basis of certain measurable criteria, such 

as popuJ.ation and per capita income. Under most formuJ.a grants, a 

fixed amount of money is available annually for a specific jurisdiction, 

subject to certain eligibility requirements, such as matchlng fuUds or 

federal approval of a plan on how grant money will be spent. Because 

• interstate and intercommunity competition is largely eliminated, allocation 

by formuJ.a gives less discretion to decisionmakers in the federal bureaucracy 

than does allocation on a project basis. Among the major formuJ.a grants of 

the federal government are those for public assistance~ for various 

educational purposes, and for highways. 

The formuJ.a grant was the predomina:nt form of federal assistance Ul).til 

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 or 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 coordlnation 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 "grantsmanshJ.p" and the adminJ.strative 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 state and local governments. 

The business of formula-writing is often at the heart of ~olicymaking. 

All formulas are designed to give preference -- whether stated or unstated 

to certain kinds of jurisdlctions or conditions. State aid 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 DISCRETIONARY 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 mqney goes tO'eligible jurisdictions. 

For the CDBG program, a further element must 15e- consideJ·ed. Whereas nearly 

all general-~~ose units of state and local government (meaning any city, 

county, town, township, parish, or village) are eligible to compete for CDBG 

funds, only a few are actually entitled to fundlng., There are two forms of 

entitlement: 

1. A formula entitlement is a sum earmarked for a particular community 

on the basis of the formula crlterla: 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. FOr!jlula entitlements go .to all central cities in metropolitan 

areas, eligible urban counties, towns and townships, and all mllilicipalities 

other than central cities that have populations of-50,OOO 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 Chapter 6.) 

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

which guarantees connnunities as much funding during each of the first three 

years 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: connnunities with 

neighborhood development programs, and participants in the model cities 

program. For a connnunity with a neighborhood development program, the hold­

harmless credit is based on the actual time in the program rather than an 

annual average for the five-year base period. For example, if a given city 

was in the program for a total of twenty-seven months within the 1968-72 

period and received grants totaling $2.7 million, its annual hold-harmless 

entitlement for the neighborhood development program would be $1.2 million 

($2.7 million dlvided by twenty-seven months and multiplled 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, a connnunity is entitled to the 

average annual amount 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 decllnes in three yearly steps, to 80, 60 and 40 percent, after which it 

is treated the same as other hold-harmles~ 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 yea:r of the program. For example, Wilmington, Delaware, had 

a total hold-harmless credit of $4.49 million for fiscal year 1975; in 

1976, this declined to less than $4.l5 IDlllion because of the phasing 

down of the model city portion of the hold-harmless credit. Funding to 

sixty-three model cities began to be phased down in the second year of the 

CDBG program. 

In all situations, the excess of the hold-harmless amount over the 

formula ent~tlement 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 $l million, but a formula entitlement of only $700,000, in 

the fourth yea:r 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 yea:r, the entitlement for this city would be $800,000 

(two-thirds of the excess is eliminated); in yea:r six the entitlement equals 

the formula amount, $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 qualifying urban county) 

would be eligible only for discretionary funds as discussed below. 

The breakdown of the l,342 jurisdictions with formula or hold-ha:rmless 

entitlements for fiscal year 1975 is shown in Table 3-l. 
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Table 3-1. First-year Ent~tlement Jur~sdict~ons for CDBG Funds in Fiscal

Year 1975, by Types of Units

Entitlement units*

Entitlement metropolitan cities:

Central cities
Non-central c~ties

Urban counties

Number of jurisdictions

365
156

73

Non-entitlement hold-harmless communities:

Metropolitan
Non-metropolitan

Total

299
449

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. hi.

*Includes communities that did not apply and those whose applications were
disapproved; does not ~nclude those communities that waived the~r 1975
entitlements.

•
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In addition to the formula 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) 

withln metropolltan areas. These smaller communities compete against 

others within a' given metropolitan area. Discretionary grants are sought 

by the pre-application, invited-application process, described in Chapter 2. 

(Communities outside of metropolitan areas have a separate discretionary 

fund for WhlCh they can compete.) 

Finally, the Housing and Community Development Act of 1974 also 

establishes a special "Secretary's discretionary fund~11 which consists o:f 

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 speclal 

purposes, including grants to new communities, area-wide projects, 

innovative projects, and emergenc~ needs; also, to correct ineQuities 

resulting from the formula allocation. 

In establishing a system of formula or non-competitive entitlements 

for metropolitan cltles and eligible urban counties, and by designating 

competitive eligibility for other communities, the CDBG system combines 

features of both the formula and project grant approaches. Examination of 

the distribution formula in practice shows the shifting of resources among 

communities under the CDBG program. 

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 
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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-harmless Period 

. In the CDBG allocation process for the hold-harmless period, after 

subtraction of 2 percent of the annual appropriation for the special 

Secretary's discretionary fund, the legislation provides that 80,percent 

of the total remaining appropriation be allocated to metropolitan areas, 

and 20 percent to non-metropolitan communities. Then, after this basic 

fu.vision is made, 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. 
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Figure 3-1. Se~uence of Fund Allocat~on Process for Hold-harmless

Penod 1974-80

T 2% for
Secretary's
Discretion-'
ary Fund

1
Annual Appropriation for Metropolitan

and Non-metropolitan Areas

~~
20% Designated

80% Designated for Metropol~tan Areas for Non-
Metropol~tan

Areas

----------~
!

II,
I Hold-harmless Hold-harmless
I Allocation Allocation

Formula Allocation I - -- -- -
1- - --- Balance
I Balance

Stage l~

Stage 2"'*

Stage 3***

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 Secretaryt s discretionary fund.

** At stage 2, the rema~ning 98% of the total annual appropriation is
split In a 4:1 ratio for allocation, respec~ively, to metropolitan and
non-metropolitan areas.

*** At stage 3, the amount allocated for distribution to metropolitan areas
is divided, part to be distributed on a formula bas~s, part on a hold­
harmless basis; the rema~nder (balance) to be d~stributed on a discretionary
basis. The funds designated for allocation to non-metropolitan areas are
divided for distribution either on a hold-harmless or on a discretionary
basis.
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Formula Funds. These funds are allocated only to metropolitan 

cities (central cities and other citles with populations over 50,000) 

and to eligible urban counties, on the basis of the formula criteria 

population, overcrowded housing, and poverty (welghted twice). The 

legislation provides that the first distribution of funds from the 

metropolltan share is to be used for formula allocations. There are no 

formula allocations for communities outside of metropolitan areas. 

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

one ~or metropolitan areas and One for non-metropolitan communitieso All 

small metropolltan or non-metropolltan communities (i.e., under 50,000 

populatlon) are entltled to hold-harmless funding if they have had 

previous experience in the urban renewal, nelghborhood development, 

model citl.es, or code enforcement programs. The actual hold-harmless 

amount is based on all categorical projects funded durlng the hold­

harmless period. Eligible jurisdictlons -- all central cities 

and other SMSA clties with populations above 50,000 -- receive "he larger 

amount as between their formula and hold-harmless entitlements, SUbject to 

the phasing provisions. Specifically, the law provides that when an ' 

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

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

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

two-thlrds in the second year, and the full formula amount in the third year. 

For example, if either a city or an eligible urban county had a hold­

harmless 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 formula amount); $400,000 in year two 

(two-thirds of the formula amount) and the full formula amount, $600,000, in 

http:citl.es
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year three. If, on the other hand, a clty or urban county had a formula 

entitlement of $300,000 and a $150,000 hold-harmless amo~t, 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 that jurisdiction 

would receive $200,000, i.e., two-thirds of its formula entitlement and 

more than the hold-harmless amount; in year three it would recelve the 

full formula allocation of $300,000. 

Discretionary Funds. There are also two discretionary funds -- one for 

metropolitan areas and one for non-metropolitan communities. The SMSA 

discretionary funds are determined after the allocation of formula and hold­

harmless amounts. (Because of the unexpectedly high participation of urban 

counties in fiscal year 1975, there were no funds remaining after the formula 

and hold-harmless allocations for SMSA discretionary distribution; Congress 

subsequently appropriated a special $54.6 million for SMSA discretionary 

allocatl0ns.) 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 is 

included in Kern, which is an eligible urban county. There is thus no 

residual population within the SMSA for which a discretionary allocation can 

be made. During the first year of the program there were five SMSAs without 
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1/
a discretionary allocation for this same reason. - In addition, there 

gj
were three other SMSAs without a discretionary fund. 

Dlscretionary funds for non-SMSAs are allocated among the states 

according to the same formula criteria. After hold-harmless funds have 

been allocated, the remaining non-metropolitan amount is divided among 

the states; all non-metropolitan general-purpose governments are eliglble 

to apply directly to BUD for these discretionary grants. For example, 

Florida had five non-metropolitan jurisdictions with hold-harmless 

entitlements totaling $2.4 million in fiscal 1975. An additional $4.2 

IDlllion was allocated in fiscal 1975 for discretionary funding of other 

non-metropolitan jurisdictions in the state. 

After Full Implementation 

By the end of year six, the allocation pattern changes slgnlficantly. 

The most important point to note in the illustration (Flgure 3-2) is the 

absence of hold-harmless funds. (For purposes of this analysis, it is 

assumed that the current legislation Wlll be extended for another three 

years ln its present form.) 
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F~gure 3-2. Sequence of Funds A1locat~on Process Full Formula (Year Six)

Stage 1*-

Stage 2*~

Stage 3"'~

r

Total Annual Appropriat~on

-------~
20% Designated

80% Designated for Metropol~tan Areas
for Non-
Metropolitan
Areas

/~
Amount for Dlscretl0nary Discretl0nary

Formula Allocations Allocations (to

Allocations 50 States and
Territorles)

2% for
Secretary's
Discretl0nary
Fund

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

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

** At stage 2, the remalning 98% of the total annual appropriation is
split in a 4:1 ratio for allocation, respectively, to metropolitan and
non-metropolitan areas.

~~* At stage 3, the funds allocated for distributl0n to metropolitan areas
15 divided, part to be distributed on the formula basis, part on a
dlscretionary basis. The funds designated ~or distribution to non­
metropo11tan areas are dlstributed entirely on a discretionary basis.
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Looking back f'or a moment: each year the amount of' f'unds needed 

f'or hold-harmless allocations decreases. In the f'irst three years this 

ref'lects only the phasing down of' the model cities hold-harmless alloca­

tions. In the next three years, however, the phasing down of' all hold-

harmless f'unds results in a much steeper decline 1n the amount earmarked 

f'or this purpose. Finally, in the sixth year the hold-harmless amount is 

zero. All hold-harmless amounts have been reallocated to discretionary 

f'unds; only the f'ormula and discretionary f'unds remain. In the case of' 

non-SMSA allocations, all f'unds in year six are discretionary. 

To summarize, over the six years, the discretionary funds for communities 

under 50,000 population increase !'rom $254 million in f'iscal 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 f'unds of' about 

20 percent. In year six, the discretionary f'unds, which accounted f'or about 

11 percent of' allocated f'unds in year one, account f'or 42 percent of' total 

allocations; the share of' f'unds f'or metropolitan cit1es and eligible urban 

counties decreases f'rom 79.5 percent to 54.6 percent. 

What	 the Shift Means 

The shif't has three important implications. First, eligible discretionary
t 

jurisdictions under 50,000 substantially improve their f'unding position 

relative to the larger units. Second, these smaller jurisdictions in 

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

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

wlll come to rest wlth BUD. 

The relative position of metropolitan communities with populations 

under 50,000 is likely to be further improved by the urban county provisions 
,r, ...., 

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

CDBG funds will be spent in smaller communities outside of the larger citles. 

Thus a significant portion of the formula funds -- namely, that portion 

allocated to urban counties -- lS also likely to be expended In smaller . ' 

communities comparable in size to those receiving assistance from the 

discretionary funds. With the projected growth of the urban county allocation 
-, .:t~ , 

fro~ $120 million in fiscal 1975 to $290 million in year six, l! the share 

of formula entitlement funds spent in small metropolitan communities (with 
-:' I 

populations under 50,000) could get to be as high as 17 percent. If all 
, ~ I J ,_ ~'-, ' , 

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

50,000, the :?tal s~are of metropolltan funds (discretlonary and 

entrlflement) going to these smaller Jurisdictlons in that year would be ... ~ , . .' 

41 percent; the share of total funds going to smaller communitles 
'. ',..... ". \ . ~ 

(metropolitan and non-metropolltan) would be 52 percent. 

APPLYING THE FORMULA 

As has prevlously been noted, the rormula elements used in determdning 

allocations are population, overcrowded houslng, and poverty (weighted 

twice! • 

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

of the Census. For the first two years of the program, the population count 

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

population estimates made by the bureau. (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 1.01 or more persons per room; this figure is 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 Management 

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 make these adjustmem;s because of the absence of reliable data.) 

A specific example (shown below for Lancaster, Pennsylvania) 

illustrates how these formula criteria are applied to determine an individual 

jurisdiction's formula allocation. After the initial division between the 

metropolitan 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 housine;, and poverty. That share is then expressed 

as a factor to be applied against the funds available for all metropolitan 

cities. 
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Figur~ 3-3. Allocating to Metropolitan Cities (SMSA Central Cities and All

Other SMSA Cities Over 50,000 Populat1on in 1970)

I. Determine Metropolitan City Proportion or Funds

Population
Overcrowded

housing Poverty (X2)
1{eighted

Proportion

All
+ + =

/ //'SMSAs ///' I "II' I
I,,

,///
II. Allocate to Metropolitan Cities

Overcrowded 1{eighted
Population housing Poverty (X2) Proportion

All { + + =
Metro-
politan /1111 >City 11//1 1// / / ////1
Cities "Au

Source: Adapted from material provided by the U.S. Department or Housing
and Urban Development.
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Table 3-2 presents the basic data elements used to determine the 

formula 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 bl11ion. 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 from the 80 

percent metropolitan allocation. 

, ­
A similar procedure on a comblned metropolitan city-urban county 

basis is followed for determining the formula allocation for urban counties. 



Table 3-2. Data Used in Determining 1975 Formula Allocation to

Metropolitan Cities*

94

Total national population

Total SMSA population

Total metropolitan cities population

Total urban county population

Total no,:-SMSA population

205,923,959

149,590,609

79,294,566

25,453,758

56,333,350

Metropolitan city ratio: 79 294 566, , - 05300571149,590,609 -
•

Total national overcrowded housing 5,397,820

Total SMSA overcrowded housing

Total metropolitan cities overcrowded
housing

Total urban county overcrowded houslng

Total non-SMSA overcrowded housing

3,708,479

2,188,303

503,368

1,689,341

Metropolitan city ratio:

Total national poverty

Total SM3A poverty

2,188,303 = .5900810
3,708,479

28,874,863

17,233,319

Total metropolitan cities poverty

Total urban county poverty

Total non-SMSA poverty

1,737,619

11,641,544

Metropolitan city ratio: 10,9452 258 x 2 = 1.2702436
17,233,319

•
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Table 3-2. (continued)

Average metropolitan city ratio is the sum of metropolltan city ratios/4:

2.39038l7 ~ 4 = .5975954

Formula allocation to all metropolitan cities:

($l,9l8,000,000) x (.5975954) = $l,l46,l88,000

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

¥Fiscal year 1975 appropriation allocated to all metropolitan areas e~uals

$l,9l8,000,000 (80 percent of $2,450 million minus the Sedretary's-discretlonary
fund) •

'. -~.

•



96

The computation of the combined formula allocations to metropolitan

cities and urban counties for 1975 was as follows:

Metropolitan city and urban county ratio (population):

104,748,000
149,590,609 = ,7002292

Metropolitan city and urban county ratio (overcrowded housing):

2,691,671
3,708,479

= .7258153

Metropolitan city and urban county ratio (poverty):

12,682,877
17,233,319

x 2 = 1.4719018

2.9000091/4 = .7250022

($1,918,000,000) x (.7250022) = $1,390,554,000

$1,390,554,000 $1,146,188,000 = $244,266,000

The first year formula total for the seventy-three urban counties

designated as eligible jurisdictions was $244 million. 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-harmless amount and others had
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entitlements well below the amount they would receive under the f'ormula. 

The result "as that many of the urban counties came under the one-third 

phase-ln rule, Whereby they would receive only one-third of' the formula 

amount in year one, two-thirds in year two and the fUll f'ormula entitlement 

in year three. As a conseQuence of' the operation of' the phase-in provision, 

the actual urban coUnty allocation in f'iscal 1975 was just under $120 

million, about half of the full f'ormula entitlement amount. The allocation 

process f'or urban counties 1S diagramed in Figure 3-4. 



Figure 3-4. Allocating to Elig~ble Urban Counties

I. Determine Metropolitan City and Urban County Proportion of Funds:

Population
Overcrowded

housing Poverty (X2)
Weighted

Proportion

All

~
+ +

'//,/
=

SMSAs liul Metro- / ), /

!pl~tan /
{iities /'
Uroan/' /

Weighted
Proportion

II. Allocate to Urban Counties

Overcrowded
Population housing

All

{7' ,n

Metro- + +
politan
Cities Urban
and )County / -' / / /
Urban 1IAn
Counties

'Poverty (X2)

=

/ ! !

Source: Adapted from material provided by the U.S. Department of Housing and
Urban Development.
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After the calculation of the metropolitan city and urban 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. Allocatlon of CDBG Funds in 1975 to an Individual Metropolitan City

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

Hold-harmless entitlement

Urban renewal

Model cities

Water and sewer

Rehabilitation

Open space

Neighborhood facilities

Nelghborhood development program

PubllC facilities loans

Total

Formula entitlement (Year 1)

$2,108,000

1,477,000

234,000

128,000

61,000

200,000

$4,208,000

Populat10n 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 $764,620

in the first year of the program. Because the c1ty'S hold-harmless amount

was $4,208,000, however, the city was entitled to the larger amount.

Lancaster County, on the other hand, although also 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 3-4 presents the Lancaster County case for

year one of the CDBG program.

Table 3-4. Allocation of CDBG Funds in 1975 to an Indiv1dual Urban County

with Formula Entitlement (Lancaster County, Pennsylvania)

Hold-harmless entitlement

None

Formula entitlement (Year 1)

;;: .0

Population

Overcrowded housing

Poverty

226,616/104,748,000

2,931/ 2,691,671

17,358/ 12,682,877 x 2 =

.0021634

.0010889

.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 formula, Lancaster County was entitled to more than $2 million

in the first year. Since 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 allocation of $694,000 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 oasis for judging the overall 

allocation system under the CDBG program. Toward drawing conclusions, it 

~s 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 characteristics of reciplent governments and how 

these characteristics reflect important aspects of urban need. These 

considerat~ons must be vieved at tvo le"llels. At 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 

allocatjon 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 

procedures may be needed, not only to alter the outcome, but to insure that 

the program reasonably reflects the goals of its designers. 



102 

FOOTNOTES TO CHAPTER 3 

11 These were Anaheim/Santa Ana/Garden Grove, Bakersfield, and Fresno, 
Calif'ornia; Miami, Florida; and New Brunswick/Perth Amboy/Sayreville, 
New Jersey. 

£! 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-harmless jurisdiction. 

l! The $290 million urban county allocation f'or :fiscal year 1980 is based 
on a f'unding assumption o:f $2.95 billion :for that year. (This f'unding 
assumption is disoussed i'urther in Chapter 5.) I:f the eleven additional 
urban counties potentially qUalified are inclUded, the projected urban 
county allocation :for :fiscal year 1980 is approximately $360 million. 

\,




CHAPTER 4 

PREVIOUS GRANTS AND FIRST-YEAR CDBG ALLOCATIONS COMPARED 

A central ~uestion in the analysis of distribution under the CDBG 

program concerns the relat~ve advantage or disadvantage to commun~ties 

under the block grant system as compared with the situatlon in p~evious 

years under the folded-in grant-in-aid programs. It is necessary first 

to eXamlne the patterns of distributlon that prevailed under the project 

grant system. For this portion of the analysis, the first year hold-harmless 

entitlement amount (generally, 1968-72 average) serves as the measure of 

prevlous categorlcal fundlng. Unless specifically stated, the analysis 

is confined to the distribution of funds within the fifty states and the 

District of Columbla and does not include program allocations to Puerto 

Rico, Guam, and the Vlrgln Islands. Metropolitan area data and allocations 

lnclude the 265 designated SMSAs in the fifty states at the time the first­

year allocations 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 

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

103 
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PREVIOUS GRANT ALLOCATIONS

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

in Table 4-1.

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

Amount Percent
Program (millions of total

of dollars) allocation

Urban renewal $1,355 64.9

Model cities 530 25.4

Other 203 9.7

Total $2,088* 100.0

Source: 0 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, a community must have participatf'd in urban renewal,
neighborhood development~ model citJ.es~ and/or code enforcement programs.

Since the combined urban renewal and model cities total is nearly $1.9

billion -- or 90 percent of all CDEG hold-harmless funds -- it is apparent at

the outset that cities having extensiv~ experience in both programs

are most likely to be dJ.sadvantaged under an allocation system that

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

most significant for the New England and Middle Atlantic regions. 

Regional Distribution Patterns of Pre-CDBG Funding 

Regional:i.y, the New England and Middle Atlantic states were most 

,"advantaged" in the d~stribution of funds under the folded-in programs. 

In fact, these two areas were the only ones in which per capita grants 

under the seven folded-in programs exceeded the national average 

(Table 4-3). The per capita grant in New England was 70 percent above 

the national mean; the Pacific region, by contrast, had a per capita 
11 

grant 16 percent below the national average. In the case of urban 

renewal, New England received nearly twice the national per capita amount; 

this ratio Was much higher in some cities. Based on a national average 

of 100, Boston's urban renewal index number was 508; Hartford's was 764; 

and New 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 01' Pre-CDBG Funds 1'or Urban

Renewal and Model Cities Indices; Indices Based on Annual Average 1968-72

Reglon*

U.s.

New England

Middle Atlantic

East North Central

West North Central

South Atlantic

East South Central

West South Central

Mountain

Paclfic

Urban renewal Model cities
per capita per capita

index index

100 100

191 123

129 125

70 107

105 69

108 82

113 44

77 106

79 99

68 107

Source: Compiled from data proVlded by the U.S. Department 01' Housing
and Urban Development.

* Regional dlvislons used by the U.S. Bureau 01' the Census are: New England ­
Maine~ New Hampshire, Vermont, Massa,;chusetts, Rhode Island, Connecticut;
Middle Atlantic - New York, New Jersey, Pennsylvania; East North Central ­
Ohio, Indiana, Illinols, Michigan, Wisconsin; West North Central - Minnesota
Iowa, MlSSOurl, North Dakota, South Dakota, Nebraska, Kansas; South Atlantic
Delaware, Maryland, the District 01' Columbia, Vlrginia, West Virglnia, North
Carolina, South Carolina, Georgia, Florida; East South Central - Kentucky,
Tennessee, Alabama, Mississippi; West South Central - Arkansas, Louisiana,
Oklahoma, Texas; Mountain - Montana, Idaho, Wyoming, Colorado, New Mexico,
ArJ.zona, Utah, Nevada; Pacific - Washington, Oregon, California, Alaska,
Hawaii.
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Table 4-3 presents the regional distribution of funds in dollar amounts. 



Table 4-3. D~stribution of Folded-in Grants by TYPe and by Region; Distributions Generally Based on AnnuaL Average 1968-72

Urban Mode'
renewal Percent citJ.es Percent Other Percent Total Percent Per

(millions of total (millions Of total (m~llions of tot?,]. (millions of total cap~ta

Reg10n* of dollars) allocation Of dollars) a11ocahon of dollars) allQce,tiQn of dollars) allocation index

U. S. 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 16.2 475 22.7 124

East North Central 187 13.8 113 21.2 32 15.9 332 15·9 80

West North Central 114 8.4 22 5.5 18 8.8 161 7.7 96

South Atlantic 222 16.4 65 12,4 27 13.1 311~ 15.0 99

East South Central 96 7,1 15 2.8 14 7.1 125 6.0 95

West South Central 99 7.3 54 10.1 17 8.7 170 8.2 86

Mountain 44 3.2 21 4.0 10 4,7 75 3.6 88

PacJ.fJ.c 121 8.9 74 1)1.0 35 17.0 230 11.0 84

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

* Regional divislons used by the U.S. Bureau of the Census are: New England - MaJ.ne, New Hampshlre, Vermont, Massachusetts,
Rhode Island, Conn~ctlcut; Middle Atlantic - New York, New Jersey, Pennsylvania; East North Central - Ohio, Indlana,
Illinois, Michigan, Wlsconsin; West North Central - Mlnnesota, Iowa, Missouri, North Dakota, South Dakota, Nebraska, Kansas;
South Atlantic - Delaware, Maryland, the Dlstrict of Columbla, Virginia, West Virginla, West Virgiula, North Carolina, p
South Caro11na, Georgla, Flor~da; East South Central - Kentucky, Tennessee~ Alabama, Mttssissippi; West South Central _ g
Arkansas, LOU1s~ana, .Oklahoma, Texas; Mounta~n - Montana, Idaho, Wyonung, Colorado, New Mex1.co, Arizona, Utah, Nevada;
Pacif1.c - Wash1ngton, Oregon, California, Alaska, hawai~.
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Metropolitan Distribution Patterns of Pre-CDBG Funding 

The more significant comparative relationships between the block 

grant distribution and that for grants folded into the CDBG program, 

however, are at the community level, particularly for the 587 local 

governments that.are CDBG formula entltlement jurisdictions (Puerto 

Rico is excluded from this analysis). For this portion of the analysis, 

some addltional refinement of terminology is necessary with respect to 

the main parts of metropolitan areas: 

1. The central city or central cities of a metropolitan area or 

SMSA. Some SMSAs lnclude more than one central city. There were 362 

central cities that were formula entitlement areas in 1975 in 265 SMSAs 

(excluding Puerto Rico). 

2. Satellite city, a SMSA entitlement city with a population over 

50,000 that is not a central city. There were 152 satellite cities auto­

maLically eligible for CDBG funding in 1975. Most of these cities would 

normally be classified as suburbs. A few, however, such as Kansas City, 

Kansas, and Camden~ New Jersey~ while not classified as central cities, 

cannot be considered suburbs either. In order to avoid this confuslon, 

the term "satellite" city is used~ 

3. Urban county, a county within a SMSA that (1) is authorized under 

state law to undertake community development and housing assistance activities 
, 

in its unlncorporated areas (if it has any), and (2) has a total population 

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

its borders and communities that specifically choose to be excluded 

from the urban county for CDBG purposes. There were seventy-thlCee 

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

or SMSA that do not ~ualify for a formula allocation because they are not 

central cities and do not have populations as large as 50,000. During 

the initial period of CDBG, 297 small metropolitan communities were
'>c 

designated as entitled to hold-harmless allocations 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 distr~buted 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 metropol~tan areas is shown by the 120 per cap~ta ~ndex in 

Table 4-4 for SMSAs, compared with a 46 per capita index for non-metropolitan 

jurisdictions. 



Table 4-4. Dlstribution of Folded-ln Grants to Metropolltan and Non-metropolitan Areas; Annual Average. .
1968-72

Urban Model
renewal cities Other Total Percent Per

ReClplent areas, (mlllions (millions (millions (millions of capita
by type of dollars) of dollars) of dollars) of dollars) total index

Metropolitan areas

Central cJ.ties 908 454 136 1,498 71.8 221

Satellite clties 65 12 17 94 4.5 78

Urban countJ..es 26 23 18 67 3.2 26

Metropolitan hold- 145 13 8 166 7.9 35
harmless reclplents

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 determlnations from the Department of Housing and Urban Development.

•
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Among metropolitan areas, the greatest advantage was found for the thirty-

five SMSAs in the 500,000 to one million population category, which have a

per capita grant index of 121~hown 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 capita 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 cons~stent relationship between SMSA size and the

distribution of money under the folded-in grants. Table 4-5 illustrates this

point.

Table 4-5. Distribution of Pre-CDBG Assistance Among Metropolitan Areas,

by Size of SMSAs; Annual Average 1968-72

SMSA recipient, by Number 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 6 423 23.2 94

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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With~n metropolitan areas, the principal recipients under the folded-in 

grants were the central oities; again, thlS is to be expected under 

programs focused on reducing urban blight and prOViding social services. 

This central city advantage is shown by "the fact that central 

cities received 82 percent of the metropolitan total, resulting in the per 

capita central Clty index number of 221 shown in Table 4-4. 

The urban county per capita index ~n Table 4-4 ~s 26. But this sharply 

contrasting figure is illlsleading, s~nce most of these units had not previously 

been funding recipients until the enactment of the Hous~ng and Community Develop­

ment Act of 1974 (discussion in Chapter 2). 

Also sign~ficant is the pattern of non-participation or low participation 

in the categor~cal programs by CDBG formula entitlement areas. Out of the 

total of 587, eighi¢'-eight received no federal grants for community development 

in the period 1968-72. In addition, there were ninety-one jur~sdictions 

out of th~s total that had low participation -- less than $ioo,ooo in hold­

harmless credit. 

The reason for non-part~cipation or low part~c~pation could have been 

either failure to apply or the reject~on of applications. As shown below in 

Table 4-6, non-participation or low participation was particularly great 

among satellite c~ties and urban counties. 
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Table 4-6. Participation of CDBG Formula Entitlement Metropolitan Areas

in Folded-in Grants; Annual Average 1968-72

Number Number with Columns 2 and
with zero under $100,000 3 as percent

Number hold-harmless hold-harmless of total
Community type (1) (2) (3) (4)

Central cities 362 20 39 16.3

Satellite citles 152 45 39 55.3

Urban c01ll1ties 73 23 13 49.3

Total 587 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 communlty development grant programs

discriminated against smaller communities. Examination o~ the distribution

of the folded-ln grants among the 587 CDBG entitlement reciplents sheds light

on thls point. At the outset of this pOTtion of the analysis, however, some

maJor qualiflcations must be stated. The data are applicable only to CDBG

entitlement jurisdictions. In all, there are approximately 2,400 jurisdictions

within these 587 entitlement areas. ThlS represents about 48 percent of the

approximately 5,000 municipal governments withln the nation's metropolitan

areas. Thus, about half of all small metropolitan jurisdictions (with

populations under 50,000) are excluded from this portion of the an~lysis.
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Furthermore, 1,875 o~ the' 2,400 communities are within urban counties and' 

most probably did not receive any categorical grant assistance in the 

hold-harmless base period. Excluding these 1,875 urban county communities, 

the data in Table 4-7 therefore represent approximately 10 percent of all 

municipal governments in metropolitan areas. Nevertheless, among these 

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

significant barrier to receiving categorical grant assistance. 



Table 4-7. Distribut~on of Pre-CDBG Assistance to CDBG Entitlement Areas,!!:I by Size of Community;

Annual Average 1968-72.

Grants
Number Number ~n Percent of (milllons Percent of Per capita

Community type participating category participation of dollars) total ~ndex

by size (1) (2) (3) (4) (5) (6)

U.S. total 499 587 85.0 1,659 100 100

1 million and over 8 8 100 307 18.5 78

500,000-1 m~llion 28 28 100 354 21.3 110

250,000-500,000 54 63 85.7 305 18.4 94

100,000-250,000 109 127 85.8 348 21.0 113

50,000-100,000 213 258 82.6 246 14.8 94

Under 50,00oP! 87 103 84.5 99 6.0 191

Source: Calculated from hold-harmless determinations from the Department of Housing and Urban
Development.

1Y Central and satellite c~ties and urban counties.

:21 Category includes only the 103 central city entitlement areas w1th populations under 50,000 and thus
represents only a small percentage of all commun~ties under 50,000 w1thin metropol~tan areas.
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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 

distributed fairly evenly among the community size classifications, excludin~ 

localities under 50,000, with only the two largest categories having 100 

percent participation. The particlpation rate for communities und~r 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 communities under 50,000 within metropolitan areas. 

If the 87 participating entitlement communities under 50,000 are added to the 

297 small hold-harmless SMSA communities, the participation rate for metro­

polit~~ communities under 50,000 is approxlmately 8.5 percent. This is not to 

say that all communlties competed for categorical money with equal chance 

of success. Nor can it be assumed that all of these small communlties sought 

categorical money. The point that becomes clear is simply that the categorical 

programs were not exclusionary, benefiting only the very large clties. Given 

the dominance of the urban renewal and model cities programs among the folded-in 

grants, the relatively lower rate of small community participation is not 

surprising. 

On a per capita basis, it can be seen that once involved in federal 

aSslstance programs for community development, the smallest communities 

received aid far in excess of the per capita assistance to jurisdictions in 

the largest size groups. The eight jurlsdictions in the largest population 

group received the least per capita assistance. This largest-population 

group lncludes two very populous urban countles (Los Angeles and Cook Counties). 



118 

Discounting these two units from the analysis, the per capita index of the 

six largest cities is 87 -- stlll well below the per capita index for 

participating citles in the smallest population group. 

Anothe", 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 a per 

capita grant lndex for the hold-harmless base period 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. J\mong 

the smallest cities, Texarkana, Arkansas, 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 500; 

of these, the largest was New Haven, Connecticut, 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 disadvantages directly related to their 

size; i~ fact, quite the opposite was the case. 

If one looks at just the 297 metropolitan hold-harmless recipients 

with populations under 50,000 for 1975, these areas are credited with $166 

mlllion in hold-harmless funds, an average of nearly $559,000 per recipient,. 

jurisdiction. This was mainly attributable to their renewal programs. To 

this can be added the $262 million in hold-harmless funds assigned to 436 

non-metropolitan communities, an average of $601,000. In total the 836 

hold-harmless and formula entitlement jurisdlctions with less than 50,000 

population (103 small central cities plus the 297 metropolitan and 436 
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non-metropolitan hold-harmless commun~ties) have a hold-harmless credit of 

more than $525 m~llion. This is 25 percent of federal community development 

funds for 1968-72, 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 ~s now 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 

areas. With 72 percent of the population, metropolitan areas received 87.4 

percent of the categorical funds. (The metropolitan share is based on the 

$2,088 mill~on hold-harmless entitlement and does not include the $175 

million in categorical funds not eligible for hold-harmless entitlement.) 

2. Cities and towns in the New 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 ~nvclvement ~n the 

urban renewal and model cities programs which, collectively, accounted for 

90 percent of the total for the hold-harmless base period. The heavy use 

of urban renewal funds by cities in these two regions reflects the fact 

tha't>they are among the oldest cities in the country and consequently would 

be expected to face serious problems of physical deterioration. 

3. Among SMSAs, medium-sized metropolitan areas (with populations 

ranging from 100,000 to one million) enjoyed a greater per capita advantage 

than did the largest SMSAs (over one million) and smallest (under 100,000). 
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4. Within SMSAs, the central cities received substantially higher 

absolute and per capita grants than did any other cOlDlllunity type. 

5. Once comnull1ities were involved in f'ederal aid programs, si ze did 

not appear to be a principal factor in determining aid flows; small cities 

received substantial amounts of cOlDlllunity development assistance, both in 

absolute terms and per capita. 

In overall terms, the picture that emerges from this analysis shows 

the distribution of categorical grants from the federal government for 

community development being disbursed on a basis that, in general, reflects 

certain common ideas about urban problems in the nation. ThlS overall Vl8W, 

however, is not in sufficien-Uy 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 cOlDlllunities derive greater 

benefits from the new program by virtue of the fact 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 

cases, benefit less; this shift will be most conspicuous in the case of central 

cities, especially those in the New England and Middle Atlantic regions. 

These and other changes are less evident in the first year of the CDBG program 

than they will- be in the sixth year, when the hold-harmless provisions of the 

formula have been phased out (assuming, of course, that the law is not amended 

in the meantime). In the remainder of this chapter, the first year distribution 
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is considered; Chapter 5 considers the sixth year allocations.

UNDER THE FIRST YEAR OF THE CDBG PROGRAM

In the first year of the program, the distributional changes brought

about by the application of the CDBG formula are obscured by the operation

of the nold-harmless provision. No communities received less in 1975,

on the average, than they had received during the 1968-72 base period.

In this section, the term "gain" refers to the immediate increase over

previous community development assistance. These increases are only first-year

gains, as opposed to what would happen under full formula funding. In the

next chapter, which analyzes projected funding under a full formula allocation

system, both gains and losses are analyzed under alternative assumptions

as to what would have happened to the level of federal community development

funding had the programs folded into,CDBG continued.

With these various dlstinctions in mind, the initial point, displayed

in Table 4-8, is that under the first-year allocations there were 256 CDBG

recipient metropolitan units (43.6 percent) that gained, mainly because of

their zero or low participation in the folded-in project grants. There

were no losses in the first year.

Table 4-8. Funding Positions of CDBG Metropolitan Recipient Units in First Year

Funding Central Satellite Urban
position cities cities counties Total

Remain same 272 48 11 331

Gain funds 90 104 62 256

Total 362 152 73 587

Source: Calculated from data provided by the U.S. Department of Housblg and
Urban Development.
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Collectively, as indicated by their, hold-harmless allocations, these 

256 recipients received $27.2 ill11110n per year under the project grants 

in the period 1968-72, an average of about $106,450 per jurisdlction.... . , ­

In the first year of~he CDBG program, these 256 jurisdictions received 
! ' 

a tota~.?f $118 millio~, an average of $461,100 per recipient._ 

The gains registered by these jurisdictlons were a result of both 

the new"formula and the 16 percent increase in available funds Under the 

CDBG leglslation, compared Wlth the average categorical funding during the 

hold-harmless base period. Hold-harmless entitlements totaled nearly $2.1 

billion. To guarantee these amounts and, in addition, to fund the new 

formula entitlement recipients at the prescribed levels, the CDBG legislation 
t _ 

authorized $2.5 blliion for fiscal year 1975. The full $2.5 billion was 

appropriated and distributed as shown in Table 4-9. 
'. 

'. 

- , 
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Table 4-9. Allocation o:f Appropriated CDBG Funds among Entitlement and

Non-entitlement Areas, Fiscal Year 1975 !!l

Allocation category

Total appropriation£{

Metropolitan areas:

Metropolitan cities

Urban counties

Hold-harmless units

Discretionary :fund&£!

Non-metropolitan areas:

Hold-harmless units

Discretionary :funds

Secretary's :fun~/

Amount allocated
(thousands o:f dollars)

$2,500,000

1,657,189

119,176

172,565

54,642

269,799

199,694

26,935

Source: Compiled :from data provided by the U.S. Department o:f Housing and
Urban Development, Community Development Block Grant Program: Directory o:f
Allocations :for Fiscal Year 1975, September, 1975, p. iii.

!!lIncludes Puerto Rico, Guam, and the Virgin Islands •

.£! Not lncluding $50,000 :for "Urgent Needs" under Sec. 103 (b) •

.d$54,625,000 was provided in a Supplemental Appropriation in June 1975,
designated :for the "Discretionary Balance Funds" in SMSAs.

iVInitiallY, the Secretary's discretionary:fund was $47,908,000; :funds were
diverted however to cover SMSA entitlements under the "Inequities Provisions"
o:f Section 107 o:f the Act ($20,956,000 :for urban counties and $17,000 :for
rounding out the SMSA discretionary balance :fund. Allocations are to the
nearest thousand).
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One of the most important effects of the new program even in "he first 

year was the improved position of the non-metropolitan areas as a result of 

the 20 percent provision plus the 16 percent total increase of fundingo 

These two factors raised the non-metropolitan share from $263 million under 

the project grants in the hold-harmless base period to $470 mllllon, an 

increase of nearly 80 percent. On the other hand, the metropolitan gain 

(for the 50 states plus the District of Columbia) was only 8 percent. 

As in the case of the folded-in grants, our analysis begins 

by looking at the regional distributions of first-year CDBG fundso 

Regional Distribution Patterns of CDBG Funding 

The earlier summary analysis of the distribution of the folded-in grants 

,suggested that the formula system was most adverse for the New England 

and Middle Atlantic states because of their high levels of funding under 

the folded-in grants. The first year's allo~ations of CDBG funds provide 

early evidence of this point, as demonstrated in Table 4-10. 



Table 4-10. Comparison of Folded-in Grant Allocations with First-year CDBG Allocations, by Region

Percent
Folded-in First year change, ~1l

grants Percent CDBG Percent dollar amounts
Region (millions of (m~llions of (millions

of dollars) total of dollars) total of dollars)
(1 ) (2) (3) (4) ( 5)

U.S. total 2,088 100 2, 1~33 100 16.5

New England 206 9.9 217 8.9 5.2

Middle Atlantic 475 22.7 512 21.0 7.9

East North Central 332 15.9 386 15.9 16.4

West North Central 161 7.7 192 7.9 18.8

South Atlantlc 314 15.0 380 15.5 21.1

East South Central 125 6.0 162 6.7 29.0

West South Central 170 8.2 223 9.2 31.0

Mounta~n 75 3.6 92 3.8 22.4

Pacific 230 11.0 269 11.1 17.4

Source: Folded-in grant allocat~ons and first-year disorlbut~ons are calculated from data provided by
the U.S. Department of Hous~ng and Urban Development.

f-'
I\)
V1
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The first-year increases to the New England and Middle Atlantic regions 

are far below the overall increase in funds as shown by column 5. 

The regional shifts in funding were particularly favorable to the three 

southern regions and the Mountain states. This was in part a result of 

the increased funding for non-metropolitan areas and in part a result 

of the formula entitlement system itself'. 

Metropolitan Distribution Patterns of CDBG Funds 

Among SMSAs, the first-year increases tended to be greatest for the 

smaller metropolitan areas. The overall increase in SMSA funds was 8 

percent. For the three largest groups or SMSAs in Table 4-11, only one group 

(areas with populations ranging between one and three million) had an increase 
'. 

above the national average. 



Table 4-11. Comparison of Folded-in Grant Allocations with First-year CDBG Allocations, by

Populat~on S~ze of Metropolitan Area

Population size
by SMSA

U.S. total

3 mill~on and over

1-3 million

500,000-1 m~llion

250,000-500,000

100,000-250,000

Under 100,000

Percent
Folded-~n First year change, ~n

grants Percent CDBG Percent dollar amounts
(millions of (millions of (millions

of dollars) total of dollars) total ~ of dOllars)
(1) (2 ) (3) (4) (5 )

1,825 100 1,968 100 8.0

423 23.2 446 22.7 5.4

556 30.5 604 30.7 8.6

360 19.7 381 19.4 5.8

248 13.6 275 14.0 10.9

216 11.8 236 12.0 9.2

22 1.2 26 1.3 18.2

Source: Folded-in grant allocations and first-year d~str~but~ons are calculated from data provided by
the U.S. Department of Housing and Urban Development.

'.
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The very sizable increase, in terms or the percentage or dollar 

increase (column 5), among the smallest SMSAs (with populations under 

100,000) reflects the ract that thirteen (which are located in the 

three southern regions) or the twenty-eight SMSAs in thlS group had a 

substantial overall increase in rundlng in the rirst year or the program. 

These thirteen SMSAs contain fifteen central cities, which, of' course, 

receive formula entitlements. Nine o~ these cities had either a zero or 

low level or participation (less than $100,000) in the rolded-in programs. 

Generally speaking, small metropolitan areas also have fewer communities 

with hold-harmless entitlements, which means that the new money they 

receive represents a higher proportion or their total CDBG runds than 

is the case ror larger SMSAs. 

Within metropolitan areas, the first-year allocations showed the 

prior advantage or the central cities to be significantly diminished. 

Table 4-12 demonstrates this change. 



Table 4-12. Comparison of Folded-in Grant Allocations w~th First-year CDBG Allocations within

Metropolitan Areas

Folded-~n First year
RecipJ.ent grants Percent CDBG Percent Percent

metropolJ.tan areas, (millions of (millions of change of
by type of dollars) total of dollars) total dollar amounts

(1) (2) (3) (4) (5)

U.S. (total SMSAs) 1,825 100 1,968 100 8.0

Central cities 1,498 82.1 1,517 77.1 1.3

Satellite cities 94 5.1 112 5.7 17.0

Urban countJ.es 67 3.7 119 6.0 77.6

Metropolitan hold-
harmless jurisdictions 166 9.1 166 8.4 a

Discretionary Juris-
mctions NA* NA 54 2.7 NA

Source: Folded-in grant allocations and first-year distributions are calculated from data provJ.ded by
the U.S. Department of Housing and Urban Development.

* Not applJ.cable.
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While total funding increased by 16 percent and metropolitan area 

funding increased by 8 percent, central cities had only a 1.3 percent 

increase (see Table 4-12, column 51. Moreover, 44 percent of these 

additional funds for central cities were distributed to units in the smaller 

SMSAs (those with populations under 250,0001. At the same time, the increase 

for satelllte cities was 17 percent, and the urban counties' share went up 

77.6 percent, although it should be stressed that the combined increase for 

satellite cities and urban counties was only $70 IDllllon. This relatively 

small dollar increase was the result of the one-third phase-in provision~ 

which applied to many recipients in these two groups; the dollar lncrease 

will be significantly larger in future years. The significant point is 

that the first-year allocatlons indicate the direction in which formula­

allocated funding is headed, i.e., toward satellite cities and urban 

counties. 

Among the 587 formula entitlement recipients, the greatest first­

year increases are found among the middle-sized range of communities, as 

shown by the percentage increases in Table 4-13 (column 5). 

,; 



Table 4-13. Comparison of Pre-CDBG Grant Allocatl0ns with First-year CDBG Allocations, by

Population Size of Recipient

Folded-in First year
grants Percent CDBG Percent Percent

Community Slze (millions of (millions of change of
of dollars) total of dollars) total dollar amounts

(1) (2) (3 ) (4) (5)

U.S. total 1,659 100 1,749 100 5.4

1 million and over 307 18.5 310 17.7 1.0

500,000-1 million 354 21.3 362 20.7 2.2

250,000-500,000 305 18.4 334 19.1 9.5

100,000-250,000 348 21.0 371 21.2 6.6

50,000-100,000 246 14.8 269 15.4 9.9

Under 50,000 99 6.0 103 5.9 4.0

Source: Folded-in grant allocations and first-year dlstributions are calculated from data provided by
the U.S. Department of Housing and Urban Development.
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The above-average increases for communities in all four groups 

with populations belmT 500,000 are primarily the result of new funds 

going to satellite cities and urban counties. Of the total of 225 

satellite cities and urban counties entitled to formula grants in year 

one (see Table 4-6), 195 :rall within the three population groups with 

above average increases. The small cities, although their f'unding level 

rose, collectively received a declining share of the total 

(columns 2 and 4) amount of funds disbursed. 

CDBG Allocations to Small Communities 

The advantage gained by small communities (with populations under 

50,000) under the CDBG program can be seen by combining the non­

metropolitan funds, hold-harmless f'unds for small metropolitan communities, 

SMSA discretionary f'unds, and urban county allocations. (The inclusion 

of the urban county allocation in this total is based on the assumption 

that a large portion of these urban county f'unds will be spent in and 

by small municipalities or townships.) The gains registered by these small 

communities are significant, as shown in Table 4-14. Under the folded-in 

programs, communities under 50,000 received nearly 24 percent of the f'unds 

for the hold-harmless base period; under CDBG their share rose in 1975 to 

33 percent. 
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Table 4-14. Comparison in ?ederal Aid to Small Communities, 1968-72 Base

Period to Fi~st Year of CDBG Program

Funds received~

by type

Folded-in grants.

First-year CDBG

Total
Total to small Percent

Allocations communities of total
(millions (millions to small
of dollars) of dollars) communities

2,088 496 23.7
"

2,433 804 33.0

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

This small-community share is to increase as the formula is fully

implemented and the urban county and SNSA discretionary funds become

greater. Even if the use of :funds in urban cO'lll1ties assumption "'irere

altered to allocate only 50 percent of that money to small communities,

the small-community share still would have increased to 30.6 percent in

the first year. On the other hand, the $103 million allocated to central

cities with populations under 50,000 could be included in with small-

community allocations. If that is done, the small-community share (here

including all urban county funds) increases to 37.3 percent.

SUMM1\RY

From thelanalysis of the first-year allocations under the CDBG program,

three significant shifts of funds 'were found to have occurred:

1. A regional redistribution, with the advantages enjoyed in the past

by the New England and Middle Atlantic regions under the programs folded into

the block grant system shifting to other regions under formula system,
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particularly the southern regions.

2. A substantial decrease in the advantage to central cities.

Central cities are the largest category of metropolitan area recipients

in dollar terms, but their relative share of total metropolitan area

funds is reduced significantly from the hold-harmless base period.

3. A concommitant gain by small communities, both metropolitan and

non-metropolitan, under the formula system.

All three shifts will be even more marked when the CDBG formula is

fully implemented.

Chapter 5 examines the distributional patterns that will emerge if

the formula allocation system is fully implemented, which it will be

assUllllng that funding authority for the CDBG program is renewed beyond 1977.

Under the phasing provision in the law, this pattern could be seen in the

sixth year of the program, fiscal year 1980.

FOOTNOTE TO CHAPTER 4

y The national per capita grant to assisted communities was $17.63.
For this and subsequent analyses, the per caplta allocations are shown
as 1ndex numbers with the national average equal to 100. The index
method is used to show directly the relationship of recipients to the
national figure and to each other.



CHAPTER 5 

ALLOCATIONS UNDER FULL-FORMULA CDBG FUNDING 

It was emphasized in Chapter 4 that the ultimate distributional 

effects of the block grant formula are obscured initially because of 

the operation of the hold-harmless provisions. The distribut10nal 

implications of the CDBG program can be seen in their ent1rety only 

by projecting to fiscal year 1980, when the formula would be fully 

implemented provided the law is extended in its present form beyond 

1977. Such proJections are necessary to provide the basis for the 

discussion in Chapter 6 of formula alternatives. 

Before proceeding, two points must be stated clearly: one concerns 

the use of the terms "ga1nlt and "1088 1t 
~n this chapter; the other 18 

1n regard to the assumption of $2.95 billion in funding. 

Up to this point, the terms "advantage" and "dl.sadvantage" have 

been used principally to suggest relative changes in distributional 

patterns that emerge as the CDBG formula is bnplemented and hold-harmless 

ent1tlement is phased out. Under a full formula allocation system, these 

advantages and disadvantages may be perceived by recipients as taking 

on a more permanent "gain" or "losst! character when compared with 

previous funding from the folded-in programs. These longer-term gains 

or losses are the consequence of two interrelated factors: 

1. The Level of Funds Rece1ved under the Folded-1n Programs. A 

jurisdiction that received prior funding sign1ficantly above the national 
, 

level in per capita terms 1S 11kely to perceive itself as being dis­

advantaged by a formula allocation system under which aid decreases. 

135
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2. The "Need" Elements in the CDBG Formula. A jurisdiction with 

a high level of overcrowded housing and poverty will be advantaged by 

the formula. 

Gains and losses are a function of the interrelationship between 

these two factors. The greatest relative gains accrue to entitlement 

jurisdictions that have high levels of the formula need criteria and 

received no or little assistance under the folded-in programs. The 

greatest perceived losses are in those communities that have relatively 

low levels of overcrowded housing and poverty and that in the past received 

significant amounts of funding for community development. 

In some cases, it is to be expected that state and local officials 

will focus their attention on the first factor -- previous funding 

experience -- and base their gain-loss calculations on the assumption that, 

had the previous programs been continued, their jurisdictions would have 

continued to receive in the future the same annual levels of funding as 

they had received in the past. For some jurisdictions this assumption will 

be reasonable; f'or others, however, this continuous-funding assumption 

distorts what would have happened had the grants folded into the CDBG 

program continued. It is not possible to identify the jurisdictions for 

which the continuous-funding assumption would have held true. Later in 

the analysis in this chapter, alternative assumptions are made, based on 

different expectations as to how categorical funds would have been dis­

tributed if they had been continued. 

The second point that needs to be defined in this introductory 

section involves the assumption for funding in 1980. In this analysis, 
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comparisons are made between funding levels under the folded-in pr;ograms, 

represented by the 1968-72 base perlod, and a projected 1980 allo~ation. 

The projected funding level used for fiscal 1980 is $2.95 billion, the 

amount authorized in the original legislation for the CDBG program for 

fiscal years 1976 and 1977. In presenting the previous program and CDBG 

formula comparisons, gains and losses are based on the assumption of 

continuous categorical funding at the average annual level of the 1968-72 

period. 

Comparlsons are made both in total dollar terms and on the basis 

of per capita indices expressed as a percentage of the national mean. 

It must be pointed out that dollar amounts of losses and the 

number of recipients that lose can be reduced by raising the total 

projected dollar amount for 1980, as is done later on in the chapter. 

But dollar gains and losses are not the central point of this analysis. 

Of much greater significance is the relative change in the shares of 

the total received by region, SMSA group, or type of recipient (such 

as central cities) under the two distribution systems. 

To put it another way, the adverse political impact of dollar 

losses can be relieved by increasing the total dollar amount for the 

program, but any change in the distribution of shares requires a change 

in the formula itself -- or in the definition of the data elements used 

in the formula. The shares are directly related to these formula 

factors. Data on the distribllltional effects of the formula factors are 

presented as index numbers representing a percentage of the national per 

capita mean. 
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Two more points need to be stated about the 1980 projections: 

1. For purposes of this analysis, the number and mix of eligible 

recipients is held constant. In reality, the number is likely to 

increase slightly. With the addition of new SMSAs, there will be more 

central cities that have an automatic formula entitlement. Also in 

the expectation that new population estimates will replace the 1970 

census figures in year three of the program, it is likely that some new 

satellite cities will be added and a few may be dropped. The net change 

in satellite cities is likely to be small. The number of urban counties 

could increase; twelve potentially eligible urban counties did not 

partlcipate at the outset of the program and some of these may be added. 

At the same time, some counties currently participating may be disqualified 

as the larger municipallties within them acquire entitlement status as 

a result of reaching the 50,000 population level. In some cases where 

this occurs, an urban county may no longer have the necessary population 

(200,000) to qualify as a CDBG recipient. 

2. Finally, no adjustment is made for the effects of inflation. 

A community may receive a larger grant in 1980, but the real value of 

the grant may actually be less than it was in 1972 or 1975 because of 

inflation. 

REGIONAL DISTRIBUTION PATTERNS UNDER FULL IMPLEMENTATION 

On a regional basis, the most significant full-funding gains are 

made by the sixteen states of the three southern regions South Atlantic, 

East South Central, and West South Central. The clearest evidence of 

these gains is seen in the per capita index (column 8) of Table 5-1. 



Table 5-1. Folded-In Grant Distr~bution by Reglon Compared with Projected FormUla Allocation o~ CDBG'Funds *n Fiscal 1980,

Levels of Overcrowded Housing* and Poverty

ReglOn

U S total

New England

Ml.ddle Atlunhc

East North Central

West North Central

South Atlantic

Eas t South Central

West South Central

Mountain

Folded-in
(mlllions
of dollars)

(1)

2,088

206

475

332

161

314

125

170

75

230

Percent
of

total
(2)

100

9.9

15.9

7.7

15.0

6.0

8.2

3.6

11.0

afFormula-
(ml.lhons
of dollars)

(3)

2,790

130

486

480

188

460

221

345

110

370

Percent
of

total
(4 )

100

4 7

l7.4
172

6.7

16.5

7.9

12.4

3.9

13.3

Percent
change of

dollar amounts
~51

- 37

+ 2

+ 45

+ 17

+ 47

+ 76

+203

+ 47

+ 61

Change
in share
(percent)

(6)

-5.3

+1.3

-1.0

+1.5

+ .3

+2.3

Folded-~n

pel capita
index -

(7)

100

170

124

80

26

99

25

86

88

84

Formula
per

capibe.
index

(8)

100

80

95

87

84

109

126

130

96

101

Per
capita
index
change

(9)

+ 7

+12

+10

+31

+44

+ 8

+17

Percent
of popu­
lation

(10)

100

5.8

18.3

19.8

8.0

6.3

9.5

4.1

13.1

·OVll
index

(11)

100

84

84

88

92

111

124

135

113

98

Poverty
inde..c

(12)

100

65

77

72

98

129

178

155

101

80

Sources: The folded-in grant allocatlons and the indices were calculated directly trom hold-harmle$s determinations and data
elements used by the Department of Housing and Urban Development in making first-year CDBG allocations The fiscal 1980
allocations were computed by applying the firat-year data on ObJectlve needs to a projected fiscal 1980 appropriation.

BV The SMSA d~scretionary fund allocatlons, incorporated into the formula amounts, are approhimations. They do not take into
account the population. poverty, and overcrowded hous~ng of hold-harmless communities that will oe added to S~A discretionary
areas. Thus the allocated discretionary amounts mar change somewhat. The allocated discretionary dollar flgures are based on
data balances for year 1-3.

I-'
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Projecting to fiscal year 1980, these three southern regions are 

the only ones significantly above the national per capita mean. (The 

Pacific region, with a 101 index, is just narrowly above the mean.) 

While these regions are major beneficiaries of the formula allocation 

system, two of them are close to the per capita mean based on the 

prior community development grant approach (column 7). The South 

Atlantic region had an index of 99, while the East South Central had a 

95 index. The formula factors that account for most of the gains of 

the three regions (gains relative to the previous level of funding) 

are the extent of overcrowded housing and poverty. Comparing columns 

4 and 10, the proportion of CDBG funds received by these regions 

exceeds their share of the national population. It is thus to be 

expected that, controlling for population, the overcrowded housing aad 

poverty criteria are the significant determinants of the gains to the 

. llA . 1 .. fsouthern reglons.- s shoWTI_ln co umns 11 and 12, the lnc~dence 0 

overcrowded housing and poverty, is well above the national mean in these 

three regions. It is in large measure because of the double weighting 

of poverty in the formula and the high level of poverty in the southern 

regions that they are so significantly advantaged by the CDBG formula, 

increasing their share from 29.2 to 36.8 percent of the tot~l (columns 

2 and 4). 

Conversely, for the two regions showing the greatest declines ­

New England and Middle Atlantic -- their below average levels of over-; 

crowded housing and poverty result in the reduction in their share from 

32.6 percent under the previous grants to 22.1 percent of the CDBG total. 
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In both regions, the only two regions above the per capita mean for 

the folded-in grants, the incidence of overcrowded housing and poverty 

is significantly below the national level (columns 11 and 12). The 

East North Central region also ha~ relatively low levels of overcrowded 

housing and poverty. The formula index for this region is 13 below 

the national mean (column 8); nevertheless, the region has an overall 

gain (column 9) In relation to its level of previous funding. 

The East North Central region thus illustrates how gain-loss calculations 

are dependent upon the interrelationship between previous fUnding and 

the effect of the formula factors. That is, a given region or juris­

diction's formula factors may be below the national mean, but the community 

may still be relatively better off under the formula because of its 

even lower-than-average levels of fUnding under ohe old programs. ThlS 

is particularly dramatic in terms of the relative gains for some 

I 
satellite cities, which are relatively well off and which received little 

or no connnunity development aid in the hold-harmless base period. 

Io is also necessary to look at the overall distributive or 

I
"spreading" effect of the CDBG formula allocation system as compared to 

that of the folded-in grants. The term "spreading" refers to the effect 

of the CDBG formula on the range of the per capita allocations, measured 

as the distance between the highest and lowest per capita allocations. 

A reduction of the per capita range is to be expected as a consequence 

of shifting from a "nothing for some" allocation system under the 

previous funding approach to a "something for a~l" distributional 

approach under a formula system. Under the old approach, the per capita 
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index range (column 7 of Table 5-1) was 90 (170 for New England as opposed

to 80 for the East North Central); under the formula system, this range

is reduced to 50 (130 for the West South Central as opposed to 80 for

New England in column 8 of Table 5-1). ' ThlS reduction in the per capita

range reflects the spreadlng effect in the allocation of urban aid under

the CDBG formula approach.

This'pattern -- the spreadin'g effect can be seen both in the

national allocatlon of funds and in the distribution of CDBG grants

within some recipient jurisdlctlons. The latter is a function of the

relatively greater flexibility of use given to CDBG recipient govern­

ments~ which results in a more even spreading within their jurisdictions

of the grant monies -- over both geographlcal and income-group bases -­

than under either the urban renewal or model cities programs. The matter

of spreading within recipient units is explored in Chapters 7-9 an& 11.

METROPOLITAN ALLOCATION PATTERNS UNDER FULL IMPLEMENTATION

The analysis of the reglonal dlstribution of CDBG funds is important

for purposes of understanding the overall effect of the formula. As has

already been pointed out, however, the most important effects are among

and within metropolitan areas.

For metropolitan areas, CDBG funding increases from $1. 825 bill,ion

under the folded-in programs in the 1968-72 hold-harmless base period

to $2.24 billion in 1980. This results entirely from the increase in

the total amount of funding provlded. In terms of shares, however, the

proportion of CDBG fQ~ds going to metropolltan areas declines by 7.4



percentage points. The legislation sets the metropolitan share at 80 percent;


as Table 4-4 ~n the preceding chapter shows, SMSAs received 87.4 .


percent of all folded-in grant funds in the hold-harmless base period.


Table 5-2 (on page 144) compares the distribution of previous grants


among metropolitan areas (SMSAs) with the projected 1980 allocation of


CDBG funds. For purposes of comparison, data on the distribut~on of


funds to entitlement and discret~onary communities is presented ~mmediately


following, ~n Table 5-3.




'l'able 5-2 Folded-ln Grant DIstributions Compared with Projected 1980 Allocation ot CDBG Funds aIDQng Metropolltan Areas, by Size,

Levels of Overcrowded Houslng* and Poverty

Formula~
;Formula Per

Folded-ln Percent Percent Percent Change Folded-in per capita Percent
SMSkl, by popu- (ml.llions of (nullione of change of: in snare per capita capita index of popu- 'OVH Poverty
latioll Sl.ze Numbel' of dollars) total of dollars) total dollar amounts (percent) index index change 1atl.on indlt'x index

(1 ) (2) (3) (I, ) (5) (6) (7) (8) (9 ) (10) (11) (12)

U S. total 265 1,825 100 2,240 100 +23 100 100 100 100 100

3 milll.on and over 6 423 23.2 549 24.5 +30 +1.3 94 100 + 6 24 6 108 95

1-3 nul!:Lon 28 556 30.5 644 28.7 +16 -1.8 96 91 - 5 31.7 92 86

500,000-1 m1111.on 35 360 19.7 372 16.6 + 3 -3.1 121 105 -16 16 3 100 103

250,000-500,000 65 248 13.6 352 15.8 +42 +2.2 92 107 +15 14 7 100 114

100,000-250,000 103 216 118 281 12.5 +30 + .7 107 113 + 6 1l.1 103 125

Under 100,000 28 22 1.2 42 1.9 +90 + .7 76 ' 119 +43 1 6 111 127

Sources. The folded-In grant allocatl.ons and the l.ndl.ces were calculated dl.rectly from hold-harmless deter~l.nations and data
elements used by the Department of Housl.ng and Urban Development in making first-year CDBQ allocati'ons. The fl.scal 1980
allocntl.ons were conlputed by app1Yl.ng the first-year data on objective needs to a proJected fiscal 1980 appropriation.

~The SMSA dl.scretionary fund allocations, incorporated into the formula amounts, are approximations. They do not take into
account the popUlation, poverty, and overcrowded housl.ng of hold-harmless commun~t~es that will be added to SMSA discretionary
areas. Thus the allocated d1scretl.onary amount9 may change somewhat. The allocated discretionary figures are based on data
balances for years 1-3



Table 5-3. Folded-in Grant Distnbutions Compared with Projected 1980 Allocation of CDEG Funds Nllong Entitlement and

Di8ur~tionary Communities of Metropoliten Areas~ by Size~ Levels of Overcrowded Housing* and Poverty

SMSA Entitlement Areas S~EA Discretionary Areas~
Metropolitan

Folded-in Formula Percent Folded-in Formula Percent Changecozmnmities Percent Change Percent
by popu- (mJ.lhons of (millions of in share 'OVH Poverty (millions of (millions of in share 'OVH Povert.y
lation sJ.ze Number of dollars) total of dollars) total (percent) index index or dollars) total of dollars) total (percent) index index

(1) (2) (3) (4) (5 ) (6) (7) (8) (9) (10) (ll) (12) (13) (14)

US. total 265 1,659 100 1,612 100 100 100 166 100 628 100 100 100

3 million and over 6 388 23.4 501 31.1 +7 7 107 94 35 21.1 48 7.6 -13·5 85 65

1<-13 million 28 498 30.0 492 30.5 + 5 93 92 58 34 9 153 2b.b -10.5 84 68

500,000-1 IDiI~ion 35 320 19.3 249 15.5 -3.8 99 105 40 24 1 122 19.4 - b.7 102 103

250,000-500,000 65 227 13.6 202 12.5 -1.1 94 ll3 21 12.7 150 23.9 +11.2 III 125

100,000-250,000 103 205 12.4 139 8.6 ,-3.8 95 124 II 6.6 142 22.6 +16.0 ll7 137

Under lOO~OOO 28 21 1.3 29 1.8 + .5 104 120 1 6 13 2.1 + 1.5 128 146

Sources The folded-J.n grant allocations and the indices were calculated from ho1d-htlrIll!ess determinations and data elements
used by the Department of Housing and Urban Development in making first-year CDEG allocations. The fiscal 1980 allocations
were computed by apply~ng the first-year date. on objective needs to a projected fiscal 1980 appropriation.

!J1 The discretionary allocations are approximations. They do not take into accolUlt the population, poverty, and overcrowded
housing of hold-harmless communities that viII be added to SMSA discretionary areas The allocated discret~onary dollar
figW'es here are based on data balances for years 1-3.
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Although metropolitan areas as a whole receive more money in 

1980 under the act in ltS present form, the principal beneficiaries 

within SMSAs are communities eligible for discretionary funds. 

Table 5-3 displays the comparative advantage for these communities. 

The most striking point in the table is that the 587 entitlement areas 

(central and satellite cities and urban counties) collectively receive 

less under the formula in 1980 than they had received anpually 

under the folded-ln grants in the hold-harmless base period, 

decllning from $1,659 million to $1,612 million (columns 1 and 3). 

The share of total funds going to the formula-entitlement jurisdictions 

declines from 79.5 percent to 54.6 percent. At the same tlme, fund~ 

for metropolitan discretion~ communities are projected to increase, 

both absolutely and proportionately, from $166 million (9 percent of 

metropolitan funds) to $628 million (28 percent of metropolitan funds).
,- , 

Grouped by SMSA size (returning to Table 5'-2), it should be noted 

that the two largest size groups have approximately the same shares 

under the two allocatl0n systems. Under the previous approach, the 

thirty-four SMSAs with one million or more persons received 53.7 

percent (column 2) of all funds for metropolitan areas: under the 

formula, these same SMSAs receive 53.2 percent (column 4). All Slze 

groups gain in absolute dollars, but two groups (500,000-1 million and 

1-3 million) experience a decline in their share of the metropolitan-

area funds (column 6). In the case of the 500,000-1 million group, 

this decline is especially marked, essentially because of the high 

categorical funding level of thlS group, a per capita index of 121 
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(cOlumn 7). The losses of the 1 to 3 million group are a result of 

their below average incidence of overcrowded housing and poverty. 

At the other end of the spectrum of size groupings, the smaller 

SMSAs (with populations under 500,000) have the greatest gains; for the 

smallest SMSAs (under 100,000) with the greatest per capita gains, 

their index number increases from 76 to 119 (Table 5-2,. columns 7 and 

8). For each of the three size groups below 500,000, the increases are 

attributable to high levels of overcrowded housing and poverty, particularly 

the poverty factor. Columns 11 and 12 of Table 5-2 show that overcrowded 

housing tends to be evenly distributed among the various SMSA size groups, 

but that the incidence of poverty is closely related to SMSA size; the 

smaller the SMSA, the greater its incidence of poverty. 

It has already been noted that the principal metropolitan-area 

beneficiaries of the CDBG allocation system are discretionary communities, 

with a 375 percent increase in available funds compared to the hold-harmless 

base. While discretionary communities in every SMSA size group receive 

an increase, the only gains in shares are found among the chscretionary 

communities ln the three smallest SMSA groups, those below 500,000 

(Table 5-3, column 12). Under the folded-in grants, these communities 

received over 20 percent or $33 milllon of the categorical money 

going to metropolitan areas (Tabl~ 5-3, column 8). Under the CDBG system, 

these communities increase their share to 49 percent or $305 million of all 

metropolitan-area discretionary funds (Table 5-3, column 11). It is also 

striking that the smallest SMSAs (under 100,000) move from the lowest 

per capita index under the previous grants to the highest CDBG per capita 
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index, a result of the high incidence of both overcrowded housing and 

poverty in these SNSAs (Table 5-2, columns 7 and 8). This reallocation 

pat"Gern results, in part, from the low previous funding level of these 

communities under the folded-in programs, and also from their high 

~ncidence of overcrowded housing and poverty (Table 5-3, columns 13 

and 14). The reallocation pattern also results from the fact that in 

the larger SMSAs, urban counties account for a slgnificant portion of the 

population, overcrowded housing, and poverty factors, thus reducing 

the actual number of these factors for the discretionary jurisdictions. 

Another point that stands out in Table 5-3 is that for the SMSA 

discretionary communities~ overcrowded housing and poverty are inversely 

related to population size; the smaller the SMSA, the higher the incidence 

of both overcrowded housing and poverty for these units. Among entitle­

ment cities, the pattern is less clear. For the entitlement cities, 

overcrowded housing is not inversely related to SMSA size (Table 5-3, 

column 6) although poverty is (Table 5-3, column 7), but less so than for 

SMSA discretionary communities. 

A further point to be noted about the metropolitan area distributional 

pattern, as in the case of the regional analysis, is the narrmTing of the 

distributive range from 45 (121 less 76) under the folded-in programs 

to 28 (119 less 91) under the formula system (Table 5-2, columns 7 and 8). 

Central City Allocations 

In Chapter 4 it "as shown that in the first year of the CDBG program 

the central city share of funds increased far less than did those of other 

typ~s of recipient units within metropolitan areas. The disadvantages 



of the formula system for central cities are even more evident in the 

1980 projections. As shmm in Table 5-4, central clties as a group 

lose both in absolute and relative terms. 



Table 5-4. Folded-in Grant Distr1butions Compared with Projected 1980 Allocation of CDBG Funds within Metropolitan Areas,

Levels of Overcrowded HOllsing* and Poverty

Formula Per
Recip1ent Folded-in Percent Formula Percent Percent Change Folded-in per capita Percent

metropohtan (millions of (nullions of change of in share per capita capita index of popu- 'OVH Povertyarea, by type Number of dollars) total of dollars total dollar amounts (percent) index index change lation index 1nde.<(1 ) (2) (3) (4) (5) (6) (7) (8) (9) (10) (n) (12)

Metropol~tan areas

Central c~ties 362 1,498 71.8 1,182 42.2 -21 -29.6 221 131 -90 32.3 n4 108

Satellite c~ties 152 94 4.5 140 5.0 + 49 + .5 78 88 +10 5.6 84 53
Urban counties 73 67 3.2 290 10.3 +433 + 7.1 26 85 +59 12 w 2 80 51
Rest of m.fSAs 166 7.9 628 22.5 +378 +14.6 35 100 +65 22.5 91 71

Total to metropo11tan
recipients 1,825 87.4 2.240 80 + 23 - 7.4 120 no -10 72.6 99 83

Total to non-metropolitan
recipients 263 12.6 550 20 +209 + 7.4 46 71 +25 27.4 103 146

u.s. totnl 2,088 100 2,790 100 + 34 100 100 100 100 100

Sources: nle folded-in grant allocations and the indices were calculated directly from hold-harmless determinations and data
elements used by the Department of Housing and Urban Development in making first-year CDBG allocations. The fiscal 1980 allocations
were computed by applying the first-year data on objective needs to a projected fiscal 1980 appropriation.

f"
V1
o
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The projectlons to 1980 lndicate losses in the aggregate of more than 

$300 million, with the central citles' share of total funds declining 

from 71.8 percent to 42.2 percent (columns 2 and 4). The central cities 

are the only jurisdictions vithin metropolitan areas projected to lose 

funds under the formula allocatlon system compared to the hold-harmless 

base. Conversely, the greatest gains, in both absolute and per capita 

terms, are reglstered by urban counties and SMSA discretionary communities. 

In addition to the fact that central cities are projected to lose, it 

should be noted that the central city is the only metropolitan-area 

unit with a per capita index that exceeds the national mean (column 8). 

This lS the result of the formula factors; central cities are the only 

units within metropolitan areas with average overcrowded housing and 

poverty indices higher than the natlonal mean (columns 11 and 12). What 

this means is that the total losses projected for the central cities 

are a function of their high level of funding under the folded-in grant 

programs; the central city per capita index of 221 for the hold-harmless 

base period (column 7) was more than double the national mean. 

To this point, the posltion of the central cities has been presented 

in aggregate terms. Such analysis tends to obscure important distinctions. 

As can,p~ seen In Table 5-5, losses are not experienced in all sections 

of the country. 



Table 5-5. Folded-in Grant D~str~but~ons Compared with Projected 1980 Allocation of CDBG Funds among Central Citiesr by Region;

Levels of Overcrowded Hous~ng* and Poverty

Formula Per
Folded-in Percent Formula Percent Percent Change Folded-in per capita Percent
(m~llions of (ml.1hons of change of in share per capita capita index of popu- 'OVH Poverty

Region Number of dollars) total of dollars) total dollar wnounts (percent 1 index index change 1at~on index index
(1) (2) (3) (4) (5 ) [6l (7) [8l (9) (10) (11) (12)

U.S. total 362 1,499 100 1,182 100 -21 100 100 100 100 100

New England 34 159 10.6 53 4.5 -67 -6.1 204 87 -117 5.2 83 82

MJ.ddle At1ant~c 43 332 22.1 259 21.9 -22 - .2 103 102 - 1 21.4 107 101

East North Central 64 262 17.5 220 18.6 -16 +1.1 87 92 + 5 20.1 92 89

West North Central 24 106 7.1 64 5.4 -40 -1.7 116 88 - 28 6.1 85 84

South Atlantic 61 227 15.2 160 13.5 -30 -1.7 125 111 - 14 12.1 105 120

East. South Central 23 62 4.2 67 5.7 + 8 +1.5 85 117 + 32 4.9 106 131

West South Central 53 132 8 8 165 14.0 +25 +5.2 74 117 + 43 11.9 121 124

Uountain 16 47 3.1 43 3.6 - 9 + .5 78 90 + 12 4.0 88 86

Pacihc 4" 172 11.4 151 12 8 -12 +1.4 80 90 + 10 14.3 93 83

Sources. The folded-in grant alloca~1ons and the indices were calculated directly trom hold-harmles& determinations and data
~lements used by tIle Department of Housing and Urban Development in making f~rst-year CDBG allocations The rIscal 1980 allocations
were computed by applying the first-year data on object~ve needs to a projected f~scal 1980 appropriation. f-'

V1
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Collectively, the central cities of only two regions (East and West 

South Central) galn in absolute dollars (column 5). Five of the nine 

regions show a per capita gain under the formula system (column 9). 

The central cities of four regions show a per capita decline (column 9), 

with the greatest aggregate losses among the central cities being in the 

New England and West North Central regions. For New England, the decline 

is particularly sharp, its per capita index dropping from 204 to 87, 

g01ng from the highest to the lowest per capita allocation. The central 

clties in the South Atlantic region also experience a loss relative to 

previous systems of funding, but the central clties of that region, 

unlike New England's, remain well above the per capita mean under the 

formula because of their hlgh incidence of overcrowded housing and 

poverty. 

Under the formula, central cities in only four of the nine regions 

receive a per caplta allocation above the national mean (column 8). The 

three southern regions have the highest; the Middle Atlantic region has 

just over the national mean. Among the three regions in the northeast 

quadrant (New England, Middle Atlantic, East North Central), the area 

that contains many of the natl0n's oldest and most dlstressed central 

citiei,~only one region -- the Middle Atlantic -- has a central-city. 
formula allocation above the national mean; this is the result of the major 

gain of New York City under the formula. For central cities of the 

northeast quadrant (NEQ), their proportion of total central-city funding declines 

from 50.2 percent (column 2) of the previous allocations to central cities 

to 45 percent (column 4) of the formula funds for these units. This 
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dimin~sh2ng share. raises some concern when viewed against the needs o~ 

the c~ties ~~·this reg~on. 

A study of :the"hardship differentials between central cities and 

the~r suburbs in fifty-five large metropolitan areas showed that the 

hardship differential is greatest between the oldest central c1t~es 

and their suburbs. ~/ Of the fourteen central cit~es with the greatest 

hardship different1als, twelve are in the northeast quadrant where the 

oldest cities are found • ...3l The other two are Atlanta and Richmond, 

not located in the northeast but st111 among the nation's older cities. • 

For an analysis of the central cities and their surround~ng suburbs 

1n the largest metropolitan areas, a standardized index was developed to 

measure and rank social and econOill2C dlsparities between cities and 

their outlying suburbs. It 1S often these d~sparit1es that create the 

dynamics of population and economic decline for d~stressed central cities. 

As more residents and businesses move to the suburbs, the tax base of the 

city 1S driven downward. Property or other tax rates have to be raised 

to compensate, and this, in turn, forces more people and industries to 

leave. The picture 1S a familiar one. The vacuum created by reduced 

demand for 11ving and working space resulting from these hlgher costs 

draws the poor and exploltative lndustries lute the central cltles. 

According to the standardized 1ndex used to compare cities and their 

suburbs, cities rating 100 have essentially the same socioeconomic 



155 

conditions as their suburbs; cities over 100 are worse off than their 

suburbs. Of the fifty-five central cities studied, forty-three 

have indices greater than 100; two are at 100; ten are below 100. 

The fourteen cities over 200 on this hardship index are shown in 

Table 5-6. 



Table 5-6. Index of Central City Hardship Relat1ve to Balance of SMSA anq Selected Population Data for Central

Cit1es with an Index Rat1ng of Over 200

Total
(thousands)

Primary central
C1ty of SMSA Region

Intra­
metropolitan

hardsh1p
index

SMSA popluation, 1910
Percent
central
city

Percent
population

change
1960-10

Percent
land area

change
1960-10

Ne"ark, N.J. NE~ 422 1,851 20.6 - 5.1
Cleveland, O. NEQ 331 2,064 36.4 -14.3
Hartford, Conn. NEQ 317 664 23.8 - 2.6
Baltimore, Md. NEQ 256 2,071 43.1 - 3.5
Chicago, Ill. NEQ 245 6,915 48.2 - 5.1

St. LOU1S, Mo. NEQ 231 2,363 26.3 -11.0
Atlanta, Ga. S 226 1,390 35.8 2.0
Rochester, N.Y. NEQ 215 883 33.6 - 1.0
Gary, Ind. NEQ 213 633 21.1 - 1.6
Dayton, O. NEQ 211 850 28.6 - 1.4

New York, N.Y. NEQ 211 11,512 68.2 1.5
Detroit, M1ch. NEQ 210 4,200 36.0 - 9.4
Richmond, Va. S 209 518 48.2 -13.4
Ph11adelphia, Pa. NEQ 205 4,818 40.4 - 2.6

...

...

- 3.2...
12.3

60.0

Sources: Central city disadvantage 1ndex calculated from data in U.S. Bureau of the Census, County and City
Data Book, 1912 (Wash,ngton, D.C. 1912), Tables 2, 3, and 6; populations from U.S. Bureau of the Census,~
Census of Governments, Vol. 1, Governmental Organization (Wash1ngton, D.C. 1912), Table 19; pre-1939 hous1ng
data from 1910 Census of Housing, Detailed Hous1ng Character1stics, Table 35.

'§)The northeast quadrant (NEQ) includes all states in the northeast, north central, and middle Atlant1c regions
designated by the U.S. Bureau of Census. Included in the NEQ are Maine, Vermont, New Hampsh1re, Massachusetts,
Rhode Island, Connecticut, New York, New Jersey, Pennsylvania, Oh10, Indiana, IJ1inois, Mich1gan, W1scons1n,
Mlssour" Iowa, Minnesota, North Dakota, South Dakota, Nebraska,



157 

It should be noted that twelve of these fourteen "worst_off" cities 

are projected to receive CDBG funds in 1980 below their previous levels 

during the 1968-72 period (Table 5-7). 

b :....., 
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Table 5-7. Hardship Indices for Fifty-five Major Cities, Relative to Their

Gain-Loss Position under the CDBO Program Projection for Fiscal 1980

Intra- Percent Projected
metropolitan population Folded-in CDBG Percent

hardship change (thousands (thousands gain-
City index (1960-70 ) of dollars) of dollars) loss

Newark, N.J. 422 - 5.7 20,513 9,807 - 52.2 .
Cleveland, 0.* 331 - 14.3 16,092 14,250 - 11.4
Hartford, Conn. 317 - .2.6 10,267 3,208 - 68.8
Baltimore, Md. * 256 - 3.5 32,749 18,264 - 44.2
Chicago, Ill. * 245 - 5.1 43,201 62,870 + 45.5
St. Louis, Ill.* 231 - 17.0 15,194 14,793 - 2.6
Atlanta, Ga. 226 + 2.0 18,780 11,207 - 40.3
Rochester, N.Y. 215 - 7.0 . 14,684 4,427 - 69.9
Gary, Ind. 213 - 1.6 6,974 3,708 - 46.8
Dayton, O. 211 - 7.4 6,822 4,134 - 39.4
New York, N.Y.* 211 + 1.5 102,244 153,850 + 50.5

Detroit, Mich.* 210 - 9.4 34,187 26,525 - 22.4
Richmond, Va. 209 + 13.4 10,068 4,839 - 51.9
Philadelphia, Pa.* 205 - 2.6 60,829 33,506 - 44.9
Boston. Mass.* 198 - 8.1 32,108 11,609 - 63.8
Milwaukee, Wis.* 195 - 3.2 13,383 10,939 - 18.3
Buffalo, N. Y•* 189 - 13.1 11,685 7,523 - 35.6
-San Jose, Calif. 181 +118.7 6,554 5,931 - 9.5
Youngstown, P".. 180 - 15·5 3,730 2,306 - 38.2
Columbus, O. 173 + 14.6 9,194 8,590 - 6.6
Miami. Fla. 172 + 14.8 3,165 9,712 +306.9
New Orleans, La. * 168 - 5.4 14,808 16,753 + 13.1

Louisville, Ky. 165 - 7.4 8,639 7,380 - 14.6
Akron, O. 152 - 5.1 10,979 3,990 - 63.7
Kansas City, Mo.* 152 + 6.7 17,859 8,048 - 54.9
Springfield, Mass. 152 - 6.1 9,096 2,529 - 72.2
Fort Worth, Tex. 149 + 10.4 1,475 6,950 +471.2
Cincinnati, O. * 148 - 10.2 18,828 9,275 - 50.7
Pittsburgh, Pa. * 146 - 13.9 16,429 8,997 - 45.2
Denver, Colo. * 143 + 4.2 15,805 8,246 - 47.8
Sacramento, Calif. 135 + 34.1 3.791 4,379 + 15.5
Minneapolis, Minn. 131 - 10.0 16,793 6,211 - 63.0
Birmingham, Ala. 131 - 11.7 5,040 7,186 + 42.6

Jersey City, N.J. 129 - 5.7 6,485 4,874 - 24.8
Oklahoma City, Okla. 128 + 13.6 8,183 6,198 - 24.3
Indianapolis, Ind.* 124 + 6.7 13,929 10,767 - 22.7
Providence, R.I. 121 - 13.7 9,110 3,338 - 63.4
Grand Rapids, Mich. 119 + 11.5 4,815 2,853 - 40.8
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Intra- Percent Projected
metropolitan population Folded-in CDBG Percent

hardshlp change (thousands (thousands gain-
City index (1960-70) of dollars) of dollars) loss

Toledo, O. ll6 + 20.5 ll,831 5,350 - 54.8
Tampa, Fla. 107 + l.0 8,577 5,613 , - 34.6
Los Angeles, Calif. * 105 + 13.3 38,595 49,648 + 28.6
San Francisco, Calif;fl05 3.3 28,798 12,564

•
- 56.4;

Syracuse, N.Y. 103 8.7 1l,861 3,028 " 74'.5
Allentmm, Pa. 100 + 1.4 2,426 1,31~ -.'l.i5.9", " .
Portland, Ore. 100 + 2.0 8,760 5,483 - 37.4
Omaha, Nebr. 98 + 15.0 794 5,060 +637.3,
Dallas, Tex." 97 + 24.2 2,691 14,784 +549:4
Houston, Tex. or. 93 + 3l.4 13,257 22,530 '+ ,69.9
Phoenix, ArlZ.* 85 + 32.4 1,309 9,512 +726.7
Norfolk, Va. 82 + l.0 17,766 5,842 ,- 67.1
Salt Lake City, Utah 80 - 7.2 4,176 2,939 - 29.6
San Diego, Callf.~ 77 + 21.6 9,148 10,294 ,: i2.5, <

Seattle, Wash. * 67 4.7 ll,641 6,809 -, 41.5 .
Fort Lauderdale, Fla. 64 + 66.9 519 2,265 +436.4
Greensboro, N.C. 43 + 20.5 2,191 2,191 ,,9

Source: Hardshlp lndex data from Richard P. Nathan and Charles Adams, !'Understanding
Central City Hardship," Political Science Quarterly, Vol. 91., No.1, Spring 1976,
Table pp. 51-52. . ... ' "
Other data derived from U.S. Department of Housing and Urban Development data.

* Cities also included in the Urban Institute study.

• 'J , :;-::'

,-" -) .'

I: I.:

,r':1

".-J~'~ '.
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The projected losses range from -2.6 percent (St. Louis) to -69.9 percent 

(Rochester). The two gainers are New York (+50.5 percent) and Chicago 

(+45.5 percent), which are greatly aided by the population criterion of 

the formula. Extending this further, of the forty-five cities in the 

study with a hardship index of lOa or higher, thirty-seven (82.2 percent) 

lose under the formula. 

Conversely, for the ten central cities at the "better-off" end of 

the scale (those with an index below lOa, none are in the northeast 

quadrant), six gain from the CDBG formula, one breaks even, and only 

three lose. The gains range from l2.5 percent (San Diego) to 726.6 

percent (Phoenix). 

In sum, what proves to be the case on the basis of this hardship 

index is that the funds generally are flowing away from the most dis­

tressed central cities of the northeast quadrant to the better-off central 

cities of the South and West. 

Another study conducted at the Urban Institute examines urban fiscal 

pressures in terms of population gains and losses. ~ This study of 

twenty-eight cities with populations of 500,000 or more in either 1960 

or 1970 found that the cities with declining populat2ons also tend to be 

the cities with the most difficult fiscal problems and prospects. Twenty­

four of these large cities are among those in the hardship index study 

(marked * on Table 5-7), and there is a significant correlation between 

the fiscal and hardship index studies. 

In total, fourteen of the large cities included in both studies lost 

population between 1960 and 1970; ten gained population. (New York City 
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gained population between 1960 and 1970 but has s~nce moved into the 

loss column.) Of the fourteen cit~es losing population, twelve also 

lose funds under the CDBG formula. Of the ten cities gaining population, 

only four are projected to lose funds. 

Seven of the twenty-four cities in both studies are in the "worst­

off" (above 200 in Table 5-7) category on the Brookings hardship index. 

Of the seven, six lost populat~on between 1960 and 1970; five of these 

are projected to lose funds under CDBG. On the other hand, five of the 

cities in the Urban Institute study are among the ten best-off cit~es in 

the hardship index analysis (below 100 in Table 5-7). Of these five, four 

gained population from 1960 to 1970, and each of these four stands to gain 

funds under the CDBG formula. 

Summarizing these points, the most distressed cities on the Brookings 

central city hardship ~ndex also tend to have exper~enced recent losses 

in population; the cities with this comb~nation of characteristics tend to 

lose funds under the CDBG program. The opposite is generally the case 

for the better-off cities; they have tended to gain both population and 

CDBG funds. Taken together, the two studies suggest that the cities ~th 

the most severe socioeconomic and fiscal problems tend to receive-less 

funding under the CDBG program than under the folded-~n grant programs for 

community development, while better-off cities with brighter fiscal outlooks 

tend to gain funds. 

Turning next to population size, analysis of the 587 CDBG formula­

entitlement jurisdictions shows no consistent pattern of projected gains 

and losses. Table 5-8 illustrates this point. 



Table 5-8. Folded-~n Grant Distributions Compared ~th FroJected 1980 Allocation of cn:aG Funds to Endtlement Areaa by 

Population Size, Levels of Overcrowded Housing* and Poverty 

Formula Per 
Folded-in Percent Formula Percent Percent Change :Folded-in per capita Percent 

Ent~tlement area (millions of (n'.'l.. l1ions of cha.nge of: in shar-e per capita ce.p~ta index of popu- 'OVH Poverty 
by population s~ze Number of dollars) total of dollars) total dollar amoW1t~ (percent) index ~ndex change lation index ~ndex 

(1) (2) (3) (4) (5 ) (6) (7) (8) (9) (10) (11) (12) 

U S. total 587 1,659 100 1,612 100 - 3 .,. 100 100 100 100 100 

1 mill~on and over 8 307 18.5 389 24.1 +27 +5 6 87 113 +26 21.4 125 114 

500,000-1 m~ll~on 28 354 21.3 295 18.3 -17 -3.0 122 104 -18 17.6 103 108 

250,000-500,000 63 305 18.4 311 19.3 + 2 + .9 89 93 + 4 20.6 93 90 

100,000-250,000 127 348 21.0 303 18.8 -13 -2.2 107 96 -11 19.6 90 97 

50,000-100,000 258 246 14.8 254 15.8 + 3 -1.0 85 90 + 5 17.5 86 86 

Under 50,000 103 99 6.0 60 3 7 -39 -2.3 178 111 -67 3.3 97 125 

Sources The folded-in grant allocations and the ~ndices were calculated directly from hold-har,mless determinations and 
data elements used by the Department of IIous~ng and Urban Development in making f~rst-year CpBq allocations. The fiscal 
1980 al1ocat~ons were computed by applying the first-year data on objective needs to a projected fiscal 1980 appropriation. 
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In absolute dollar amounts, three of the six groups gain and three lose, 

alternating gains and losses as they go down the population scale. 

The same alternation of gains and losses is found when the allocations 

are measured on a per capita scale (column 9). The net position for each 

group lS determined by the combination of previous grant experience 

and the effect of the formula factors. For example, the largest 

recipients (units with populations over 1 million) increase their per 

capita allocatlons because of their high incidence of overcrowded housing 

and poverty (columns 11 and 12). Under the folded-in grants, these largest 

recipients had allocations below the national mean. On the other hand, the 

next group (500,000 to 1 million) loses in total dollars and in per capita 

allocations" but remains above the national per capita mean. 

The greatest gain in shares is projected for those recipients with 

populations of one million or more. As can be seen in columns 2 and 4, 

the eight recipient units in the largest-area category increase from 18.5 

percent of the folded-in grant total to 24.1 percent of the formula total, 

an increase of 5.6 percentage points. It should be emphasized that this 

analysis lS for population-size groups; there are both winners and losers 

within each of these groups. For example, within the group of the largest 

reciplents, six jurisdictions gain under the formula; two units are 

projected to receive less than they had received under the folded-in 

programs in the hold-harmless base period. 
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Funding under 
folded-in Formula 
programs funding 

(millions (millions Percent 
of dollars) of dollars) change 

New York~ N.. Y. 102.2 153.9 + 50.5 

Chicago, Ill. . 43.2 62.9 + 45.5 

Los Angeles, Calif. 38.6 49.6 + 28.6 

Philadelphia, Pa. 60.8 33.5 44.9 

Detroit, Mich. 34.2 26.5 2l.4 

Houston, Tex. 13.3 22.5 + 69.9 

Cook County, Ill. .1 12.0 + 12,000.0 

Los Angeles County, Calif. 14.5 28.0 + 93.1 

A special point should be made concerning small central cities with 

populations under 50,000. Collectively, this group of 103 cities has the 

greatest proportionate loss in both total dollar and per capita allocations. 

The group's share declines 2.3 percentage points (Table 5-7, column 6). 

Since this group has the highest incidence of poverty and is only slightly 
~ 

below the national mean for overcrowded housing, its losses are clearly 

a function of high levels of funding under the folded-in grants. Within 

this group, prevlous funding was very unevenly distributed. Some of 

the highest per capita grants were found in this group. As a consequence 

of these extremely high levels of previous funding for some small central 

cities, the total formula allocation for this group of cities declines 

significantly relative to their previous funding position. 

Looking at the spreading pattern for entitlement units grouped by 
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populatl0n size, the categorical range of 93 (178 less 85) is narrowed to 

23 (113 less 90), again spreading fUnds more evenly among these large 

·recipient units. 

Small Community Allocations 

As noted in the previous chapter, small communities in general (those 

under 50,000) gain significantly under the CDBG program. Aggregating non-

metropolitan and metropolitan discretionary community allocations~ communities 

with populations under 50,000 would receive $1.18 billion in fiscal year 

1980. This means that 42 percent of CDBG funds in that year would be 

allocated to these small communities on a discretionary basis. Under the 

folded-in grants, $496 million, or 22 percent of the funds, went to these 

small communlties. Assuming that essentially all of the $290 million 

projected to be received by urban counties in 1980 will be spent in small 

communities, the total allocation for small communities would exceed 

$1.15 billion, or 52 percent of the total. If the $60 million allocated 

to small central cities (those under 50,000) is inCluded, the total 

allocation for small communities increases to $1.53 billion, or nearly 

55 percent of the entire appropriation. If one considers a small city to be 

under 100,000 populatlon, then approximately $1.8 bill10n or about two-thirds 

of the total funds are projected to go to small places in fiscal 1980. 

Amount 
(millions Percent 
of dollars) of total 

Folded-in grants 496 22 

CDBG hTithout urban counties) 1,178 42 

CDBG (with urban counties) 1,468 52 

CDBG (with urban counties and small 1,528 55 
central cities) 

CDBG (with urban counties and entitle­ 1,782 64 
ment cities under 100,000) 
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GAIN-LOSS ANALYSIS: ALTERNATIVE PERSPECTIVES 

It has been emphasized throughout this chapter that the position 

of any given CDBG recipient unit is a function of (1) its level of 

previous funding and (2) the working of the formula. Nevertheless, as 

noted earlier, many entitlement units "ill judge their gain or loss 

strictly with reference to the amount of funding they previously received 

under the folded-in programs. The reference point for this calculation 

is the average annual funding for the period 1968-72 as reflected in the 

hold-harmless calculations. The underlying assumption of such calculations 

i's that if the previous programs had continued, a community would have 

continued to receive in the future the same annual amounts on the average 

that it had received in the past. 

But is this a good assumption? Might there have been a different 

level or pattern of categorical funding an:yvay, in which case these presumed 

gains or losses would be without base? The gain-loss analys; presented 

in this section considers an alternative perspective as to how funds might 

have been distributed had the previous programs been continued. There 

are, of course, still other perspectives; the one presented here serves 

primarily to make a point about possible declining funding and is not 

offered as an exact measure of future allocations. 

Two contrasting possible assumptions are considered in this 

context: 

1. Constant funding: this approach is based on the assumption that 

the level of funds received by an entitlement area under the folded-in 

grants (as measured by the hold-harmless entitlement), would have remained 
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constant in the future. That is, if a given city received an average of 

$16 milll0n a year in project grants during the period 1968-72, it would 

have continued to receive at least the same amount annually in the future. 

2. Model cities/declining fund: the underlying assumption of this 

second approach is that, by 1980, all particlpants in the model citles 

program would have experienced a 50 percent decline ln their model cities 

funds. There were 147 model cities in 1972, 118 of which are CDBG entitle­

ment cities. What would have happened to these citles? The hlstory of 

federal grants suggests that grant programs are rarely terminated. 

Model cities survived as a separate program until the funding for , 

it and other urban grant programs was folded into the CDBG program. 

At the same time, it can reasonably be assumed that if the model 

clties program had been retained, it might have been substantially 

modifled as a result of flscal pressures. A permanent extension 

of the program could well have required a wider distribution of 

available funds. To extend the program to all cities with conditions 

slmilar to those that were participatlng in the hold-harmless base period 

and still malntain the funding levels for the orlglnal model citles would 

have requlred an extremely large increase in total program appropriations Q 

It is quite possible that the approximate overall funding level for model 

cities would have been retained, but the funds would have to have been 

distributed among a larger number of recipients., Followlng this line of 

reasoning, we have assumed for purposes of analysis a 50 percent reduction' 

ln model clties funds for all participating cities, which in essence would 

have involved a wider spreading and modest increase in the funding for thlS 
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program. 

Another perspectlve considered but not adopted was a similar 

declining fund assumption for the urban renewal/neighborhood development 

programs. Since these programs accounted for nearly 65 percent of the 

grants consolidated in the CDBG program, any assumption involving a 

change in the level and distribution of these funds would have a major 

effect on the gain-loss calculations for CDBG recipient jurisdictions. 

The neighborhood development program (NDP) was established in the 

1968 housing legislation. Prior to NDP, the "conventional" urban renewal 

program, established in 1949, used a "reserve" system. That is, at the time 

an urban renewal project was approved, a sum of money was reserved to 

complete the project over a specified period of time. Because of 

increasing costs and project changes, reserved funds often were insufficient 

and additional funds had to be set aside through fre'luent project amendments. 

This funding process limited the number of new projects that could be 

approved. 

The NDP sought to deal with this problem by changing the funding 

of projects from a reserve system to annual funding. In the case of 

a large project, NDP funded a portion of the project each year, the 

amount granted being determined by the funds needed to complete a given 

amount of renewal work within the year. This annual funding approach 

was designed to permit more new renewal projects to be initiated, in many 

cases for smaller communities. 

Various expectations about the effects of the NDP on distributional 

patterns were analyzed, comparing pre-NDP and post-NDP allocations for 
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cities that had received substantially above average :funding for urban

renewal. Our analysls lndicates that big cities (above 500,000) with high

urban renewal grants tended to maintain their :funding levels after NDP

was established. For smaller cities with high urban renewal funding, the

analysis showed a less consistent pattern. A large proportion of these

smaller cities did show a decline in grants after the establishment of

NDP in 1968; but the pattern was not strong enough to make any general

estimate of a decllne. Thus, while we considered a declining urban

renewal alternative, we found it unsuitable as the basis for a differential

estimation of future urban renewal funding, assuming that the folded-in

programs had continued through 1980.

An example will help to illustrate the significance of the constant

:funding and model cities/declining :fund,approaches used in this section.

Assume that hypothetical "Mid City" has substantial urban renewal and

model cities experience and a hold-harmless entitlement of $14 million.

Its grants-in-aid would thus be composed as follows:

Urban renewal

NDP

Model cities

Other

$ 8 million

2 million

3 million

1 million

$ 14 million

Under the formula entitlement, we assume that Mid City's allocation

for the sixt~ year -- fiscal year 1980 is projected at $13 million.

With the constant :funding assumption, the city's officials would record a
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loss of $1 million. However, applying the alternative model cities/ 

declining funds approach, because of a projected $1.5 million drop in 

model cities funding, Mid Clty'S 1980 categorical funding would be $12.5 

million. Under this assumption, the city would perceive an increase of 

$500, 000. 

As would be expected, the model cities/declining fund approach 

reduces the number of communities recording losses. This approach does 

not greatly alter the gain-loss proportions. Only 118 out of the 587 

CDBG entltlement jurisdictions (20 percent) had model cities funds, and not 

all of these have losses under the formula. Thus only a relatively small 

number of recipients shift from the loss to the gain column as a result 

of the changed assumption about future funding. It is important to 

remember that the two assumptions do not change the formula allocations 

for 1980, only the gain-loss reference point. As shown in Table 5-9, 

the constant funding approach has 373 entitlement jurisdictions gaining 

under the formula and 214 declining. 



Table 5-9. Gains and Losses among the 587 CDBG Ent1tlement Areas Using Constant Funding (CF) and Model C1ties!

Declining Fund (MC!DF) Assumptions, by Types of Jur1sd1ctions; ProJection to Fiscal 1980 with $2.95 Billion Funding Level

Central cities Satellite c~ties Urban counties Total
Gain-Loss
Category CF MC!DF CF MC!DF CF MC!DF CF MC!DF

Gain
100 percent or more 125 129 114 114 67 68 306 311

Gain
50-100 percent 18 19 3 3 1 0 22 22

Ga1n
25-50 percent 8 9 3 3 0 1 -, 11 13

Gain
10-25 percent 17 19 4 5 0 0 21 24

Gain
To 10 percent 8 12 2 3 3 2 3 16

Ga~n--subtotal 176 188 126 128 71 71 373 386

Lose
Up to 10 percent 13 11 1 1 0 0 14 13

"
Lose
10-25 percent 27 25 4 3 0 0 31 28

Lose
25-50 percent 53 64 7 9 1 2 61' 75 I-'

-'l
I-'

Lose
50 percent or more 93 74 14 11 1 0 108 85



Table 5-9. (continued)

Central cihes Satellite cities Urban counties Total
Gain-Loss
Category

. Lose-- subtota.J

Total

CF

186

362

MC/DF

174

362

CF

152

MC/DF

24

152

CF

2

73

MC/DF

2

73

CF

214

587

MC/DF

201

587

Source: Computed from U.S. Department of Housing and Urban Development data for hold-harmless determinations and
1980 projections made for this study.
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Applying the model cities/declining fund assumptl0n, the number of 

declining communities drops to 201, a neo change of only thirteen. Of 

the thirteen, twelve shift from losing to gaining; Salt Lake City 

goes from being a "loss" unit to the break-even point. The twelve 

communities that shift from loss to gain are: Detroit, Cleveland, 

Milvaukee, San Antonio, St. Louis, Columbus, San Jose" Tucson, Tacoma~ 

Des Moines, Berkeley, Covington, Ky. 

In addition to these shifts, the model cities/declining fund 

assumptlon results in a decline in the extent of loss for a number of 

jurisdictions. The number of recipients experienclng losses of 50 

percent or more goes from 108 to eighty-five after the model cities 

adjustment. 

At the other end of the spectrum, it can be seen from Table 5-9 

that, under the formula system, 306 and 311 recipients under the two 

different approaches have gains in excess of 100 percent of their. previous 

funding levels. These greatest gainers include the 179 communities th~t 

had received no categorical funding (88) or had received an annual base 

period average below $100,000 (91) in the hold-harmless base period. These 

daoa need to be read with some care. As an exaggerated example, if a 

Clty had received no categorical funding and then was allocated $1 under 

the formula, it would fall into the category of greatest gains. (The 

smallest projected allocation in these terms is $1~6,359 to Colonial 

Heights, Virginia, a city that had received no categorical funding during 

the 1968-72 period.) 

Breaking down the gains and losses by community type, the central 
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cities have the greatest number of losers. This situation is little 

affected by the model cities/declining fund assUmption. Of the 214 

losers under the constant funding assumption, 186 of these -(87 percent) are 

central cities. (By comparison, cen\ral cities' account for 62 percent 

of all entitlement jurisdictions.) The proportion of central city 

losers remains virtually the same under the model cities/declining 

fund assumption, with central cities accounting for 174 of the 201 
1 

losses (86 percent). 

What is perhaps even more significant about central city losses 

1S their regional distribution. It was shown earlier that, in dollar 

oerms, the greatest central city losses were experienced by the New 

England and West North Central regions. When central cities' gains 

and losses are examined in terms of the number of jurisdictions involved, 

the New England and Middle Atlantic regions appear as the most adversely... 

affected. The central cities of the West South Central, Mountain, and 

Pacific regions are-the least adversely affected. As' showrrin Table 5-10, 

73.5 percent of the central cities in the New England region are in the 

loser's category, as are 76.7 percent of central cities in the Middle 

Atlantic region. 
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Table 5-10. Gains and Losses among Central Cities, by Region, Using

Constant Funding (CF) and Model Cities/Declimng Fund (MC/DF) Models

Percent Percent
Number Losing of losing Losing of losing

of central central central central
central cities cities cities cities

Region cities CF CF MC/DF MC/DF
(1) (2) (3) (4 ) (5)

New England 34 26 76.5 26 79.4

Middle Atlantic 43 33 76.7 33 81.4

East North Central 64 35 54.7 31 48.4

West North Central 24 14 58.3 12 50.0

South Atlantic 61 31 50.8 31 52.5

East South Central 23 10 43.5 9 39.1

West South Central 53 15 28.3 14 26.4

Mountain 16 5 - 31.3 4 25.0

PaciflC 44 17 38.6 14 31.9

Source: Computed from U.S. Department of Housing and Urban Development
data for hold-harmless determinatlons and 1980 projections.

•
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Combining the three regions of the northeast quadrant (New England, 

Middle Atlantic, and East North Central), ninety-four of the 141 central 

cities (66.7 percent) fall into the losers category. Under the model· 

cities/declining fund assumptlon, the number of losses in the northeast 

quadrant declines to 90, or 63.8 percent, of the central cities. Viewed 

another way, these three regions include 39 percent of all central cities, 

but have 50.5 percent of the central cities that are losers under the 

constant funding assumption and 51.8 percent under the model cities/ 

declining fund alternative. Conversely, the Mountain and Pacific regions 

with 16 percent of all central cities, have only 11.8 percent of the central 

city losers under the constant funding and 10.4 percent under model cities/ 

deClining fund assumptions. 

While the central c1ties are the main losers, the reverse is true 

for satellite clties and urban counties. A total of 83 percent of the , 
satellite cit2es have an increase under the constant funding assumption, 

rising to 84 percent under the model cities/declining fund alternative. 

Among the seventy-three urban counties, seventy-one (97.3 percent) gain 

under both calculations. 

It needs to be repeated here that the number of losers and the exteno 

of losses is reduced by increasing the amount of available funding in 

fiscal 1980. Under our assumption of $2.95 billion for fiscal year 1980, 

214 jurisdictions lose In the terms of reference used here. If the 1980 

amount is increased by $1 billion to $3.95 billion, the number of losers 

• is reduced to 169, a drop of forty-five (Table 5-11). 



Table 5-11. Gains and Losses among the 587 CDBG Ent~tlement Areas Using Constant Funding Assumption, by Type of

Jurisd~ction; FisGal 1980 w~th $3.95 Billion Fund~ng Level Compared with $2.95 Billion Level

Central citles Satellite cities Urban counties Total

2.95 3.95 2.95 3.95 2.95 3.95 2.95 3.95
Ga~n-loss Gategory (billions (billlons (billions (billions (billions (billions (billions (billions

of dollars) of dollars) of dollars) of dollars) of dollars) of dollars) of dollars) ofdollars)

Gain
100 perGent and over 125 144 114 117 67 68 306 329

Gain
50-100 percent 18 22 3 7 1 0 22 29

Gain
25-50 percent 8 19 3 3 0 3 11 25

Ga~n

10-25 percent 17 15 4 0 0 0 21 15

Ga~n

To 10 percent 8 16 2 4 3 0 13 20

Gain--subtotal 176 216 126 131 71 71 373 418

Lose
Up to 10 percent l3 8 1 2 0 0 14 10

Lose
10-25 percent 27 27 4 3 0 1 31 31

Lose !:::l
25-50 percent 53 58 7 11 1 0 61 69 -'1

Lose
50 percent 93 53 14 5 1 1 108 59



Table 5-11. (contlnued)

Central cltles Satellite cltles Urban countles Total

Galn-loss category
2.95 3.95 2.95 3.95

(bllllons (blllions (blllions (blllions
of dollars) of dollars) of dollars) of dollars)

2.95 3.95
(blllions (billions

of dollars) of dollars)

2.95 3.95
(bllllons (billions

of Do]] ars) of dollars)

Lose--subtQtaJ

Total

186

362

146

362

26

152

21

152

2

73

2

73

214

587

Source: Computed from U.S. Department of Rousing and Urban Development data for hold-harmless determinations and
1980 proJections made for thlS study.
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Of these forty-five losers~ forty are central cities~ and five are 

satellite cities. With the $3.95 billion projection for 1980, the 

central cltles make up 86.4 percent of all losers. Over one-third of 

the central cities that continue to lose under the higher-funding 

assumption have losses exceeding 50 percent on the constant funding basis. 

SUMMARY AND CONCLUSIONS 

Projected CDBG allocatlons to 1980 show a general pattern of-reducing 

the advantages of certain regions and types of communitles as compared to 

the pre-exlsting grant system. To summarize these patterns: 

1. On a regional basls, the most important Shlft is from the New 

England and Mlddle Atlantic regions to three southern regions -- South 

Atlantic, East South Central, and West South Ceneral. The Pacific 

region also gains substantially under the formula. For the New England 

reglon thlS shift is particularly large, movlng that reglon from the leading 

per capita grant position under the folded-in grants to the bottom per 

capita position under the CDBG formula. The distributional advantages 

galned by the southern regions are the result of their hlgh incldence of 

overcrolrded housing and poverty. In ~he case of the Pacific region, its 

improved allocation position is the result of the populatlon factor and 

entitlements to formerly non-particlpating communitles; its overcrowded 

housing and poverty factors are below the natlonal mean. 

2. At the metropolitan level, the CDBG program increases the dollar 

amount recelved, although the share of total fundlng to metropolitan areas 

declines -- from 87.4 percent under the folded-in programs to 80 percent 

under the block grant program. Within metropolitan areas, the principal 
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gainers under the CDBG program in 1980 are metropolltan discretl0nary 

communities and urban counties. The discretionary communit~es increase 

from $166 milllon per annum in che hold-harmless base period to a projected 

total of $628 million in 1980 under the CDBG program. Their share of 

metropolltan-area funds more than triples, from 9.1 to 28 percent. Urban 

counties' allocations increase from $67 ml11ion to $290 million, 

increasing cheir share of the metropolitan-area funds from 3.7 to 12.9 

percent. 

3. The principal dlsadvantages of the formula system within 

metropolitan areas accrue to central clties. Cen~ral clties collectively 

enjoyed considerable success obtainlng federal assistance, receiving 

71.8 percent of the total appropriation ln the hold-harmless base period. 

This ddvantage, as noted earller, derives largely from the fact that the 

folded-in programs were primarily dlrected at problems that are most 

severe in central cities -- physical deterioration (to which urban 

renewal was directed) and concentrated human service needs (addressed by 

model cities). Under the formula system, central cities, while remaining 

well above the natlonal mean in per capita allocations, have their share 

of the total funds cut from 71.8 percent to 42.2 percent. Of the 362 

central cities, half receive less funding in absolute dollar terms under 

the formula than they received under the folded-in programs, regardless 

of which of the two future funding assumptlons applied above J.S used. 

4. In terms of SMSA sJ.ze, the formula is most disadvantageous to 

the sixty-three SMSAs in the medium size ranges, from 500,000 to 3 

million. The declines occur for the 500,000 to 1 million group because 
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of their previous relatively high levels of funding under the folded-in 

programs; on the other hand, declines for the 1-3 million group result 

from their below-a:verage levels of overcrowded housing and poverty. All 

other SMSA size groups improve their relative funding position, with the 

smallest SMSAs (those with populations under 100,000) deriving the 

greatest advantages from the formula allocations. 

5. Either among SMSAs or within SMSAs, a general result that appears 

is the reduction of extremes in per capita allocatlons among recipients~ 

This spreading or evening-out effect is seen in the compress~on of the 

index range between per capita allocations under the folded-in grants 

and the formula system. In absolute terms, the extremes between the 

highest and lowest CDBG entitlement jurisdict~ons are reduced from zero up to 

$338.13 per capita under the folded-in programs to between $6.84 and $50.93 

under the formula system. As was observed toward the beginning of th~s 

chapter, this is the result of shifting from a project-grant approach of 

none for some, to a formula allocation system wlth some for all. 

6. Discretionary jurisdictions (metropol~tan and non-metropolitan) 

gain the most under the new legislation. Despite the formula allocation 

being the centerpiece of the CDBG program, 42 percent of the money, nearly 

$1.2 billion, is projected to be available for discretionary allocations 

in 1980. These funds are earmarked for smaller communities (under 50,0001. 

Under the folded-in programs, communities in this size group collectively 

received $496 million or 22 percent. If the formula is fully implemented 

in 1980, this will produce a situation in which central city losses become 

small community gains. 
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7• Increas~ng the amount o:f money :for the progra:m without altering 

the allocation method changes the gain-loss calculatl0ns :for individual 

recipients, of course, but it does not change the proportionate shares 

received by various recipient groups. An additional $1 billion :for 

:f~scal 1980 reduces by :forty cities the number o:f ce~tral city losers. 

Increased funding does not resolve the more basic lssue of relative 

allocation shares. 

Leading into the discussion o:f :formula alternatives in the next 

chapter, it should be stressed that the 587 CDBG :formula entitlement 

communities are projected to rece~ve less :funding in the aggregate in 

1980 under the :formula than they received in the hold-harmless base 

period under the :folded-in programs, declining :from $1.66 billion to 

$1.61bill~on. In sum, entitlement jurisdict~ons experience a 3 percent 

loss while discretionary commun~ties have a 237 percent gain. The share 

o:f :funds :for the entitlement communities drops :from 79.4 to 54.6 percent 

of the total appropriations. 

The corollary to this summary conclusion is that small communities 

(with populations under 50,000) are the princ~pal bene:ficiaries o:f the 

CDBG system as fully implemented. I:f one adds the projected urban county 

allocations to the d~scretionary :funds under the assumption that a 

substantial portion o:f these :funds will be spent in small communities, 

then the small-community allocat~on increases to nearly $1.5 billion, 

52 percent of total CDBG :funds. Th~s means that all central city losses, 

plus nearly all o:f the supplementary :funds under the CDBG program, go to 

small communities. 
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FOOTNOTES TO CHAPTER 5


11 For this and subse'luent analyses, the need factors are shown as 
index numbers with the nat10nal average e'lual to 100. The index 
method shows d1rectly the relationship of the disaggregated need 
factors to the national f1gure and between the various groupings of 
recipients. 

?J Richard P. Nathan and Charles Adams, "Understanding Central City 
Hardsh1p," Political Science Quarterly, VoL 91, No.1, Spring 1976, 
pp. 47-62. 

3/ The hardship index is derived from six factors available from the 
1970 census: unemployment (percent of civilian labor force unemployed); 
dependency (persons under eighteen years of age or over sixty-four as a 
percent of total population); income level (per capita income); crowded 
housing (percent occupied housing un1ts with more than one person per 
room); poverty (percent of families below 125 percent of low income 
level). From these factors a standardized hardship index was developed. 
An index figure over 100 means that a central city is disadvantaged in 
comparison w1th the balance of its SMSA; the higher the f1gure, the greater 
the d1sadvantage. A figure under 100 denotes that, on balance, the central 
C1ty 1S better off than its suburbs in relation to these six measures. The 
"worst-off" cities are defined as those with an index greater than 200. 

!l.! George E. Peterson, "F1nance," in William Gorham and Nathan Glazer, 
(eds.), The Urban Predicament (The Urban Institute, 1976), pp. 35-118. 
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FORMULA ALTERNATIVES 

The preceding analysis, with its acknowledged urban focus, 

demonstrates to the authors of this report that the distribution 

formula in the CDBG program needs to be revised. This view is 

shared by others, including officials who have participated in the 

creation and implementation of this block grant program. Assistant 

secretary David Meeker of HDD has expressed the view that changes 

in the allocation system should be considered.U The Advisory 

Commission on Intergovernmental Relations has recommended that the 

allocation system be amended to give more equitable treatment to 

"older deteriorating cities and small communities in metropolitan 

areas." U The Congress , perceiving that the initial allocation 

system might require changes, ordered a study in the law itself of 

the impact of the formula to be completed by March 31, 1977:3.../ 

It is apparent in Chapters 2 and 5 that both the Executive 

Branch and Congress, in adopting the block grant approach for community 

development, sought not only to reduce the administrative complexity 

inherent in the folded-in grant programs, but also to distribute grant 

funds to a greater number of recipient jurisdictions and on a basis 
_, ~ - '::- .. 

that reduced the funding extremes among recipients. These preconcep­

tions about spreading out federal assistance for community development 

have important implications for any consideration of alternative 

formulas. They have been taken into account in our consideration of 

the range and nature of options set forth m this chapter. While the 

shares of different classes and types of recipients are in some cases 

184




185

significantly varied, we have concentrated on formula alternatives

that need not bring about a significant reduction in the total number

of entitlement and discretionary recipients and that are generally

consistent with the intent of the framers of the program to avoJ.d

extreme differences in per capita allocations to formula-entitlement

units.

FORMULA CRITERIA AS MEASURES OF NEED

Two key issues emerge from the application of the GDBG formula.

First, how valid are the present formula criteria as measures of

connnunity development need? And second, given the high percentage

of SMSA discretionary funds remaining after the formula distrib~tions,

how well directed is the GDBG allocation system toward solving urban

problems?

Answers to these questions involve both conceptual and political

Judgements. The starting point of this analysis of alternative formulas

is the present formula criteria population, overcrowded housing, and

poverty.

We start off assuming that the population criterion is useful; it

can be argued that a population factor is an essential element in an

urban focus. On the other hand, it must be recognized that population contrJ.­

butes materJ.ally to the spreading or distributive effect of the GDBG program.

Even if a satellite city with a population over 50,000 had no overcrowded

housing and no poverty (and for some satellite cities this is nearly the

case), this city would still receive an entitlement based on population.

In one alternative formula presented below, we have omitted
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the population factor to show the effect on distributions. 

Reviewing the second two formula elements, the poverty criterlon 

is more complicated. The CDBG program is not advertised 

by its proponents primarily as a means to ellllllnate poverty. The 

program lS, however, aimed at alleviating the conditions of physical 

blight that accompany poverty. Viewed from the local level, poverty-

impacted communities tend to spend a higher proportion of their budgets 

on services for the poor while deriving relatively fewer tax dollars 

from this group. In sum, the poverty index can be said to serve as a 

statistical proxy for both physical and fiscal need. 

The overcrowded hOUSlng crlterion is in our view the most 

Questionable of the three formula factors. The extent of poverty and 

overcrowded housing are closely associated (a correlation coefficient 

of .6411). Here the correlation measures the percentage of persons 

below the poverty line established by the Office of Management and 

Budget and the percentage of overcrowded housing In entitlement areas. 

This suggests that overcrowded housing tends to result from a lack 

of personal income. It might, therefore, be argued that overcrowded 

housing can be best and most directly remedied through income transfers 

and social services and is only indirectly related to community develop­

ment needs. To state the point another way, given the association 

between overcrowded housing and poverty, the overcrowded housing factor 

has the effect of further weighting the poverty criterion. If this is 

the result desired, it might be simpler to accomplish it directly by 

increasing the weighting of the poverty factor three times, for instance, 

instead of twice as it now stands in the current CDBG formula. 
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Vlhat is missing from the formula is some specific measures of 

physical need to serve as an index of the condition of a community's 

physical environment -- such as streets, curbs, sewers, as well as 

actual dwellings. For this aspect of connnunity development need, 

one statistical indicator in the 1970 census that can be used for 

this purpose lS the amount of housing stock built prior to 1939. 

Not all housing built before 1939 is deteriorated or deteriorating, 

but the age of housing is, in our view, quite clearly linked to the 

rehabilitation needs of urban communities and to the physical develop­

ment purpose of the CDBG program. 

The age-of-housing factor is particularly relevant to the needs 

of central clties, especially the neediest cities of the 

northeast quadrant (the Northeast and East North Central regions 

combined.) l.J The fourteen worst-off central cities on the hardship 

index discussed in Chapter 5 have an average of 60.9 percent of their 

housing stock built prior to 1939. At the other end of the index, 

the ten best-off central cities had a pre-1939 housing average of 

27.3 percent. Vie see tJ:>is relationship as highly supportive of the 

inclusion of an age factor in the allocation formula. 

There is, furthermore, no significant correlation between the 

extent of poverty and pre-1939 housing (coefficient of .1249); thus 

pre-1939 housing measures a factor that we believe is important in 

terms of physical urban development need and that is clearly different 

from the poverty factor. 

Another possible formula factor that we considered as a measure 

of physical development need is substandard housing. In the 1960 census, 
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data were collected on housing conditions. Advisors to the Census 

Bureau, however, considered them too subjective; the classification 

"sound" or "unsound" was based on the judgment of individual census-

takers. As a result, in the 1970 census the concept of hOUSlng 

condition was narrowed to refer specifically to the absence of indoor 

P~umbing. 5...1 This is an inadequate indicator of structural condition 

for purposes of analyzing CDBG formula alternatives. Like overcrowded 

housing, lack of indoor plumbing is closely associated with poverty 

(coefficient of .7015) and thus would tend (as in the case of over­

crowded housing) to do little more than give further weight to the 

poverty factor. 

In light of this discussion, three approaches emerge for' designing 

possible formula alternatlves: 

1. Reweight the existing criteria, for example, by assigning equal 

weight to the three formula elements, eliminating the double weight 

given to poverty. While this approach marginally adjusts advantages 

and disadvantages under the present formula, it does not deal with the 

more basic issue of the validity of the existing fermula factors. 

Another approach, while not strictly a reweighting, is to eliminate 

one factor, for example, the overcrowded housing factor. A key point 

to consider about reweighting is that reducing the weight of the 

poverty factor directly, or indirectly through the elimination of the 

overcrowded housing factor, gives greater weight to population. Since 

population is a significant contributor to the distributive effect of 

the formula, this approach undermines the idea of an urban focus. On 

the other hand, the reweighting approach can also be used to give greater 
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emphasis to the poverty factor, by tripling or in some other way 
• 

increasing its importance. 

2. Substitute criteria in the existing formula, for example, 

by replacing the overcrowded housing factor with a community-age 

factor measured by the extent of pre-1939 housing. This approach 

seeks to add a physical element to the measure of need. 

3. Combine the reweighting and substitution approaches, ,for 

example, into a four-factor formula that incorporates population, 

poverty, overcrowded housing, and pre-1939 housing stock. 

The kinds of formula changes just reviewed produce the three 

general effects for entitlement areas. Giving greater weight to 

population primarily benefits satellite cities and urban counties, 

particularly in the populous northeast quadrant and in California. 

Giving greater weight to poverty and/or overcrowded housing aids 

the southern regions and central cities in general. Adding a pre-1939 

housing factor significantly shifts allocations toward the northeast 

quadrant and toward the central cities. These general patterns of 

effect are suggested by the index data in Table 6-1. The following 

section looks at the effects of various different formula alternatives 

in more detail. 

, -, 

'. 
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Table 6-1. Indices of Overcrowded Housing*, Poverty, and Extent of

Pre-1939 Housing, by Region and by Corrnnunity Type

Region

New England

Middle Atlantic

East North Central

West North Central

South Atlantic

East South Central

West South Central

Mountain

Pacific

Community type

*OVH Poverty Pre-1939 housing
index index index

109 89 ,158

96 96 143

92 85 120

92 88 107

103 122 65

112 147 74

128 137 56

95 96 55

96 86 68

U.S.

Central cities

Satellite cities

Urban counties§!

100

114

84

80

100

108

53

51

100

122

70

55

Source: Indices calculated from data used by the U.S. Department of Housing
and Urban Development in making first-year allocations. Pre-1939 indices
based on data from lWO Census of Housing. Detailed Housing Characteristics,
Series HC(l)B, Table 35.

§!The pre-1939 housing index for urban counties is based on an imputed
number derived by assigning to urban counties by region, the same
percentage of pre-1939 housing units outside of central and satellite
cities as the urba.~ county percentage of SMSA population outside of central
and satellite cities.

.'
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EIGHT ALTERNATIVE FORMULAS 

Eight alternative forllUllas are examined in this section. The 

flrst five (A through E) involve the reweighting or elimination of 

factors in the current forllUlla. The other three (F through H) 

involve dlfferent ways of adding the pre-1939 housing factor. We 

regard these eight alternatives as illustrative and necessary to 

make certain points. After presentlng them, we follow in the next 

section of this chapter with a ninth alternative, whlch ln our view 

has the most to recommend it as an approach for revislng the current 

law. 

A -- equal weighting of existing criteria -- population, overcrowded 

housing, and poverty -- eliminating the double weighting of 

poverty in the existing formula. 

B population and poverty, equally weighted, with the over­

crowded housing factor eliminated. 

C -- population and poverty only, welghting poverty five times. 

D overcrowded housing and poverty, equally weighted, with the 

populatlon criterion eliminated. 

E -- population only. 

F four criteria -- population, overcrowded housing, poverty, 

and pre-1939 housing -- equally weighted. 

G -- three factors -- population, poverty, and pre-1939 housing -­

equally weighted. 

H -- three factors -- population, poverty, and pre-1939 housing 

with the houslng-age factor weighted twice. 



192 

The regional impact in 1980 of the reweighting alternatives 

A through E is shown in Table 6-2. The dollar amounts for this 

table and Table 6-3 are based on a fiscal year 1980 funding level 

of $2.95 billion. For those who would argue that a higher funding 

level can be assumed, allocations based on a $3.95 billion assumption 

can be derived by increasing the dollar amounts by one-third; the 

shares remaln unchanged. 



Table 6-2. Projected Distributions to Entitlement Areas and Metropolitan D~scretionary Communitips under ReYeighting Altprnat~ve

Formulas A-E, by Reg~on, Projected Fiscal Year 1980

eDBa Percent A Percent B Percent C Percent D Percent E Percent
Region (millions of (ml1ions of (millions of (millions of (millions of (millions of

of aollars) total of dollars) total of dollars) total of: dollars) total of dollars) total of dollars) total

U 8 (8MSA,)
Entitlemen~ 1,612 72 1,608 71.9 1,604 71.8 1,613 72 7 1,618 72.6 1,582 70.6
D~sc~ionary!l 628 28 629 28.1 629 28.2 606 27.3 611 27.4 658 29.4
Tota 2,240 100 2,237 100 2,233 100 2,219 100 2,229 100 2,240 100

New England
Entitlement 67 4.2 67 4.2 70 4.4 68 4.2 64 4.0 72 4.5
D~scretionary 44 7.0 47 1.4 1,8 7.6 39 6.3 39 6.3 62 9·5
Total 111 5.0 114 5.1 118 5.3 107 4.8 103 4.6 134 6.0

Middle Atlantic
Ent~tlement 348 21.6 349 21 7 349 21.8 346 21.4 347 21.4 352 22.3
D~scret~onary 104 16.6 107 17.1 116 18.4 98 16.2 90 14 7 142 21.5
Total 452 20.1 456 20.4 465 20.8 1,44 20.0 437 19.6 494 22 1

East North Central
Entitlement 295 18.3 301 18.1 299 18.6 284 17.6 291 18 0 318 20.1
Discretionary 114 18.2 121 19.3 116 18.4 98 16.1 110 18.0 143 21.8
Total 409 18.3 422 18.9 415 18.6 382 17.2 401 18 0 461 20.6

West NOrth Central
Entitlement 84 5.2 84 5.2 85 5.3 82 5.1 82 5 1 88 5 6
D~scretionary 36 5.8 38 6.0 25 5.6 31 5 2 36 5.9 41 6 2
Total 120 5.4 122 5.5 120 5.4 113 5.1 118 5.3 129 5 8

South Atlanbc
Ent~tlement 221 13.7 216 13.4Discretionary 218 13.6 232 14 4
Total

115 18.3 112 17.8 113 18.0 225 13.9 19.8 12.5
336 15.0 117 19.3 114 1~ 7328 14.6 331 14.8 349 107 16 215.8 339 15 2 305 13.6

I-'

'"w



Table 6-2. (continued) 

CDBG Percent A Percent B Percent C Percent D Percent E Percent 
Region (millions of (milhons of (millions of (millions of (milhons of (nnllions of 

of dollars) total of dollars) total of dollars) total of d611arsl total of dollar.s) total of dollars) total 

East South Central 
Ent~tlement 75 4.6 41 4.4 73 4.5 83 5.2 78 4.8 58 3.7 
Discretionary 58 9.1 52 8.3 54 8.6 64 10.6 59 9.7 ,7 5 6 
Total 133 5.9 123 5.5 127 5.7 147 6.6 137 6.1 95 4.2 

West South Central 
Entltlement 183 113 176 11.0 170 10 6 191 118 195 12.0 142 9.0 
Discretionary 81 12.9 76 12 0 75 11.9 87 14 4 85 14.0 54 8.3 
Total 264 11.8 252 11.2 245 1], 0 278 12.5 280 12.6 196 8 7 

MOWltain 
Entitlement 51 3.2 51 3.2 5l 3.2 51 3 2 50 3.1 51 3 2 
D1.scretionary 23 3.6 23 3.7 2l 3.4 21 3 5 24 3.9 21 3.2 
Total 74 3.3 74 3.3 72 3.2 72 3.3 74 3.3 72 3.2 

Pac1.f1.c 
Entitlement 288 17.9 293 18.2 289 18.0 276 17 1 286 17 7 303 

, 
19.1 

D18cretionary 53 8.5 53 8.4 51 8 1 51 8.4 54 8.8 51 7.7 
Total 341 15.2 346 15.5 340 15.2 327 14.7 340 15.3 354 15 8 

Source Calculated from data used by the U. S. Department of Housing and Urban Development 1.0 mak~ng first-year CDBG 
allocations. 

~ The entitlement area totals differ because of rewel.ghting or substitution of criteria at the same time reallocat~s 

dlscretionary fWlds. 

Q/ The dlscretionary calculations do not take l.nto accoWlt the population, poverty, and overcrowded housing of hold-harmless 
cornmunlties that wlll be added to SMSA discretl.onery areas Thus, the regional dlscretlonary allocations may change somewhac, 
the dollar flgures here are based on data balances for years 1-3 and thus are only approXlmatl.Ons 

£I Metropolitan totals vary because of the effects of reweightlng and substltutlon on the allocations to the four metro­
polltan areas of Puerto Rico Yhich are not ~ncluded in the dollar totals but whose population, overcrowded houslng, and 
poverty coun~s are included ~n the data elements. 
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Table 6-3, based on the same overall fUnding assumption, presents 

the projected 1980 distribution under the alternative formulas F 

through H, with the pre-1939 housing factor. 



Table 6-3. Projected Distributions to Entitlement Areas and Metropolitan Discretionar,y Oommunlties with

Pre-1939 Housing Alternative Formulas F-H, by Region; Projected Fiscal Year 1980

ODBG FY Or::! H;Y
Region (millions Percent (millions Percent (millions Percent (millions Percent

of dollar~ of total of dollars) of total of dollars) of total of dollars) of total

U.S. (SMSAs) b!
1,612 72 1,666 74.6 1,680 73.3 1,719 76.9Entltlement :fI

Discr~ionar c 628 28 569 25.4 552 24.7 515 23.1
Total 2,240 100 2,235 100 2,232 100 2,234 100

New England
Entitlement 67 4.2 82 4.9 89 5.3 100 5.8
Discretionar,y 44 7.0 52 9.2 55 10.0 57 11,1
Total 111 5.0 134 6.0 144 6.5 157 7.0

Middle Atlantic
Entitlement 348 21.6 404 24.3 423 25.2 462 26.9
Discretionar,y 104 16.6 118 20.8 127 23.0 130 25.3
Total 452 20.1 522 23.4 550 24.7 592 26.5

East North Central
Entitlement 29~ 18.3 332 19.9 341 20.3 363 21,1
Discretionar,y 11 18.2 117 20.5 112 20.3 110 21,3
Total 409 18.3 449 20.1 453 20.3 lf73 21.2

West North Central
Entitlement 84 5.2 93 5.7 97 5.8 103 6.0
Discretionary 36 5.8 33 5.8 30 5.4 28 5.3
Total 120 ., 5.4 126 5.6 127 5.7 131 5.9

South Atlantic
Entitlement 221 13.7 202 12.1 198 11.8 187 10.9
Discretionar,y 115 18.3 87 15.3 81 14.6 66 12.9
Total 336 15.0 289 12.9 279 12.5 253 11,3

East South Central
Entitlement 75 4.6 67" 4.0 66 3.9 62 3.6
Discretionar,y 58 9.1 42 7.4 40 7.3 34 6.7
Total 133 5.9 109 4.9 106 4.7 96 4.3 I-'

\0
C\



Table 6-3 (continued)

CDBG Percent F Percent G Percent H Percentage
Region (million of total (millifi'n of total (million of total (million of total

of dollars) of dollars) of dollars) of dollars)

West South Central
Entitlement 183 11.3 159 9.5 148 8.8 136 7.9
Discretionary 81 - 12.9 58 10.2 53 9.5 43 8.3
Total 264 11.8 217 9.7 201 9.0 179 8.0

Mountain
Entitlement 51 3.2 47 2.8 46 2.7 43 2.5
Discretionary 23 3.6 18 3.2 15 2.8 13 2.5
Total 74 3.3 65 2.9 16 2.7 56 2.5

Pacific
Entitlement 288 17.9 280 16.8 272 16.2 263 15.3
Discretionary 53 8.5 44 7.6 39 7.1 34 6.6
Total 341 15.2 324 14.5 311 13.9 297 13.3

Source: Calculated from data used by the U.S. Department of Housing and Urban Development in making first­
year allocations. Data on pre-1939 housing is from 1970 Census of Housing, Detailed Housing Characteristics
Series HC(l)B, Tables 35, 43, and 62. Township housing data is from 1910 Census of Population and Housing ,
Census Tracts, Series PHC(l), Table H-2. '

!Y 'The urban county amounts incorporated into the regional totals are based on an imputed number of pre-1939
housing units.

differ because of reweighting or substitution of criteria at the same timeJ2/ The entitlement area totals
reallocates discretionary funds.

gj
The discretionary calculations do not take into accou:r:tt the population, poverty and overcrowded housing

of hold harmless communities that Wl11 be added to SMSA discretionary areas. Thus, the regional discretionary
allocations may change somewhat; the dollar figures here are based on data balances for years 1-3 and thus are
only approximations •

.w Nretropolitan totals vary because of the effects of reweighting and substitution on the allocations to the
four metropolitan areas of Puerto Rico which are not included in ~he dollar totals but whose population,
overcrowded housing, and poverty counts are included in the da·~a elements. The pre-1939 housing data for
Puerto Rico was not included in the data elements for Alternatives F, G, and H.
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Reweighting the Criteria 

!illy alte:platives that adjust the weight in favor of population 

(alternatives 'A, B, and E) benefit the northeast quadrant' and 

disadvantage the three southern regions. The converse is true 

when poverty and/or overcrowded housing are weighted more heavily 

(alternatives C and D). The differential regional effects from 

adjusting the formula in favor of population or poverty are shown 

in Table 6-4, which compareff the nei;; result from the two most sharply 

differentiated formulas, alternatives C and E. 

~ '. 

',' ., 
., .­

,-. 

" ,, 
, 

.,, 



Table 6-4. Allocation Challges Comparing the Existing Formula under ine Alternative Formulas Most

Heavily Biased in Favor of fbpu1ation and Poverty, Alternatives E and C, by Region; All Entitlement

and Metropolitan Discretionary Funds

Region

New England

Middle Atlantic

East North Central

West North Central

South Atlantic

East South Central

West South Central

Mountain

Pacific

E (population bias);
percent challge
in allocations

+20.7

+ 9.3

+12.7

+ 7.5

- 9.2

_28.6

-25.8

- 2.7

+ 3.8

Percent
challge

in
shares

+ .3

+ .7

+1.8

+ .4

-1.2

.9

- 2.3

+ 1.2

C (poverty bias);
percent challge
in allocations

- 3.6

- 1.8

- 6.6

- 5.8

+ 3.9

+10.5

+ 5.3

- 2.7

- 4.1

Percent
challge

in
shares

- .2

- .7

.1

+ .7

+ .6

+ .5

- .8

Source: Calculated from Table 6-1.
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Despite the fact that there are shifts among the regions un(1er 

j: 

these, i;.wo 'alternatives, their shares are 'not' signif~c!illtly al1(ered. 
, • ~ < :.. 

Al~ogether, !l-lternative E (population only),results in a 2~8 per~ent 
, I , ,,~ 

! - ',<,.', 
increase in the: combined share; of the heavily populated northeast. 

'- t ..... '~--\"-,./,: !. ..~t,f''''''l('-; __~j:: '-<J~ (tf', ,.~ r i 
- quadrant; altE!:r:native C (which';viefghts the poverty fac~or five times) 

> 

results' in.~n1y a 1.8 p~rcent increase in the combined share of the 
>
j , ,I 

tpree SOutheI')1 regiol\S, wher,,; 1ill1l inciden<:;}, ,?f poVerty ,is highesi!. 

As can be seen from Tabie',6":2',"alte.rne,tive~'A, 'B, ,and' p'result 
.' 

in even smaller shifts among r~gionS. It must be emphasiz~d, though, 
. _ l ~ 

th(l.t regional r~anocations obScure significant changes for individual 
• . ... -... .., - -" r. ,~ • 

.' : ... , '- i r 
en'~itlement areas. Examples of projec~ed ~llqcat10ns'for selected 

cities,: varied by ,reg~ori,and size, are shown in 'Table·,6-5. (See'
" !. --' , .~ .... \"; ~ - , 

Appendix IY at the back of thi~ :r:~port for a listi~ of projected 

allocations for all entitlement jur~sqictiOlli! Under th~ various 

atternatiVes.). ", 
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Table 6-5. Exa.mples of Allocations to Twenty-four Selected Cities under, Formula Alternatives, by Region; Projected

Fl.scal Year 1980
-'

Alternative allocations (in thousands of' dollars)

C1ty CDBG A B C D E F G H

Northeast
New York, N.Y. 153,850 152,843 138,771 150,000 170,000 122,000 172,000 169,000 185,000
Ch1cago, Ill. 62,870 62,215 58,285 62,500 . 67,600 52,100 72,000 72,600 80,200
Detro1t, Mich. 26,525 25,500 26,500 28,700' , 26,500 23,400 29,400 31,500 34,200
Indianapolis,.Ind. 10,800 11,100 10,700 9,966' '-,10,800 11,500 11,600 11,500 11,900
Grand Rapids, Mich. 2,850 2,735 3,150 3,200 2,530 '-3,100 3,370 3,880 4,260
Camden, N.J. 2,260 2,068 2,188 2,630 2,330 1,590 2,320 2,490 2,650
Newton, Mass. 790 851 1,044 748 521 1,410 1,200 1,460 1,690
Lincoln Park, Mich. 648 730 623 465 673 819 661 561 525

'. '
South

Houston, Tex. 22,530 22,330 21,040 22,400 24,;1.00 19,100 19',600 17,800 15,900
Atlanta, Ga. 11,200 10,560 10,300 - 12,200 12,100 7,690 9,770 9,300 8,730
Jacksonville, Fla. 10,060 9,470 9,980 11,300 10,100 8,180 8,470 8,470 7,630
Richmond, Va. 4,840 4,520 ,4,790 5,480 4,880 3,860 4,670 4,910 4,970
San Benito, Tex. 744 646 616 905 879 235 551 497 430
Pasadena, Tex. 1,080 1,190 1,090 851 1,070 1,380 966 '819 671
Garland, Tex. 844 965 897 606 788 1,260 775 661, 530
Miami Beach, Fla. 2,090 2,040 1,756 2,060 2,430 1,350 1,980 1,750 1,740

West
-:LOs Angeles, Calif. 49,650 49,690 46,450 48,300 52,900 43,400 48,900 46,400 46,200

San Francisco, Calif. 12,560 12,380 12,100 12,800 13,000 11,100 15,700 16,700 19,100
Phoenix, Ariz. 9,510 9,630 9,110 9,110 9,920 8,990 8,170 7,290 6,230
Boise City, Idaho 993 986 1,100 1,040 879 1,160 1,010 1,100 1,100
Provo, Utah 1,070 994 1,050 1,220 1,090 821 ; 892 896 810
Compt.on, Calif. 2,050 2,060 1,580 1,850 2,540 1,220 1,700 1,230 1,030
San Mateo, Calif. 821 871 972 769 662 1,220 834 892 846
Aurora, Colo. 760 823 890 672 622 1,160 670 663 535

Source: Computed from U.S. Department of Housing and Urban Development data and field research data.
I\)

f3
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Focusing on CDBO and alternative H (populaj;ipn, poverty, and pre-
I -' 

1939 hou~ing weighted tWice), the table shows that significant gains are 

made by the cities in the Northeast. Seven of the eight e~ple 

cities in the northeast gain funds under the formula alternatives 

with the pre-1939 housing factor; New York City gains mare than $31 

million under alternative H, an increase of 20 percent. But not all 

northeast entitlement areas gain with the housing-age factor; Lincoln 

Park, Michigan, a suburb of Detroit, is an example of a satellite 

city that loses under two of the alternatives with the pre-1939 housing 

criterion. 

The opposite pattern is found under alternative H in the southern 

regions. Of the eight southern cities listed, seven lose while the 

eighth, Richmond, Virginia, gains only slightly. A major loser is 

Houston, Texas, whose allocation decreases by $6.6 million, a drop of 

30 percent. Many of the sou.thern cities, such as Houston and Atlanta, 

are old cities but their major growth has come in recent years and thus 

their proportion of older housing tends to be low. Atlanta's population 

grew from 302,000 in 1940 to 497,000 in 1970, an increase of 65 percent. 

(The national population growth du.ring the same period was 54 percent.) 

Houston~s population grew from 385,000 in 1940 to more than 1.2 million 

in 1970, an increase of 320 percent. (By contrast, New York City's 

population increased only 6 percent du.ring this period.) 

The western cities in Table 6-5 show a mixed pictu.re, three of the 

eight cities gaining with a pre-1939 housing factor. The greatest gain 

is made by San Francisco, an older city with a slow growth rate. San 

Francisco's population went from 635,000 in 1940 to 716,000 in 1970, 

http:pictu.re
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an increase ·of only 13 percent in thirty years. ' Phoenix, on the other 

hand, loses about one-third of its funds with the pre-1939 'housing 
, 

factor added, because it is a newer city with a rapid growth rate; its ' 

population grew from 65,000 in 1940 to 582,000 in 1970, an increase·of 

nearly 800 percent. " , 

In terms of conununity type, the impact of the reweighting 
, 

alternatives upon the central cities is appreciable, as can be seen 

from Table 6-6., '.' 

( 



Table 6-6. Projected Distributions to CDBG Entitlement and Metropolitan Discretionary Areas under Alternative Allocation

Formulas A-D, by Community Type; Projected Fiscal Year 1980

CDBG Percent A Percent B Percent C Percent D Percent E Percent
Community type (millions of (millions of (millions of (millions of (millions of (mJ.13J.ons of

(SMBA. ) of dollars) total of dollars) total of dollal. s) total of dollars) total of dollars) total of dollars) total

'" 2,240U.S. total (SMSAs*) 2,240 100 2,237 100 2,233 100 2,219 100 2,229 100 100

Central cities 1,182 52.8 1,151 51.5 1,146 51.3 l~233 55 6 1,219 54.7 1,018 45 4

Satellite cities 140 6.3 148 6.6 149 6.7 124 5 6 130 5.8 178 7.9

Urban cOlUlties 290 12.9 309 13.8 309 13,,8 256 11.5 269 12.1 386 17.3

SMSA discretJ.onary 628 28.0 629 28.1 629 28.2 606 27 3 611 27.4 658 29.4

Calculateq from Table 6-2. "Source

* Metropolitan totals vary because of the effects of reweighting and substitution on the allocations to the four metropolitan
areas of Puerto RJ.Co which are not included in the dollar totals but whose population, overcrowded housing, and poverty
COlUlts are included in the data elements. The pre-l939 housing data for Puerto Rico was not included in the data elements
for alternatives F, G, and H. ~

I\)
o

"'"
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Under the population-allocation formula (alternative E ),the central-

city sh?re declines by more than 7 percent. The reason for this is 

clear: within metropolitan areas, the populations of central cities 

have been declining. The distribution of population within SMSAs is 

particularly important, because BUD will be updating the population 

criterion beginning in year three of "he CDBG program. (This population 

updating and its effects are discussed in Appendix VI at the back of this 

report.) As might be expected, the same factors thae disadvantage the 

central cities generally advantage the satellite cities and urban 

counties. 

Central ci"ies are also aided by increasing the same factors 

that favor the southern regions--overcrowded housing and poverty. Under 

alternative C (poverty weighted five times), the central city share 

increases by 2.8 percent. 

We are also interested in the shifting proportions of entitlement 

and SMSA discretionary funds that would result from reweighting the 

present formula factors. As shown in Table 6-7, reweighting has 

little effect on the aggregate within-SMSA distribution of entitlement 

and discretionary shares. The largest change in discretionary funds 
• 

is 1.4 percent under alternative E--population alone--from 28 percent 

under CDBG to 29.4 percent. 
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Table 6-7. Projected Percentage Proportions to Aggregate CDBG
.. '

Entitlement and Discretionary Areas ,under Formula Alternatives A-E;
-

Projected Fis~al Year 1980

Areas by type CDBG A B I C D E
( SMSA 'total= 100) 1;'<

Entitlement areas 72 71.9 71.8 72.7 72.6 70,6
as percent of
SMSA total J.

Discretionary funds 28 28,1, 28.2 27.3 ' 27.4 .29.4
as perceni of
SMSA total

Source: Computed from Tables 6-2 and 6-3.

A Substitute Criterion' Pre-1939 Housing

To this point, most of the consideration of alternative formulas

has focused on reweighting and/or eliminating certain existing formula

factors. The analysis in this section focuses on alternative H, which

adds and double weights the pre-1939 housing factor. It should be

noted, however, that alternatives F and G also incorporate the pre-1939

housing factor, although under these two alternatives the reallocation

effects are less marked than under alternative H, because the housing

criterion is given less weight. The projected impact of formula

alternative H is shown in Table 6-8.



Table 6-8. Gain/Loss Effects of Formula Alternative H; by Region

207

Percent change
in allocations Percent change

Region CDBG formula in shares

New England +41.4 +2.0

Middle :Atlantic +31.0 -+6.4

East North Central +15.6 +2,.9

West North Central + 9.2 + .5

South Atlantic -24.7 -3.7

East South Central -27.8 -1.6

West South Central -32.2 -3.8

Mountain -24.3 - .8

Pacific -12.9 -1.9

Source: Computed from Table 6-3.

T
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As shown below, the three regi?ns of the northeast quadrant

, '
f5ai;n by 11.3 percent under elternative H.: The three southern regi~ns

The two "newest": regions, (Mountain and

"

tlecline,by 9.1 percent.
o •,
Pacific) decline by 2. (percent.! The alternative fonnulas would ;

yield the following percentage allocetions to these areas:
", ..

Fonnula Alternatives

H

54.7

23.6

15.8

G

51;5

; 26.2

16.4

among

F

17.4
'J
"

"..)-

E

26 ..5 27.5,

D;

..

33.9,
18.6;

t·l
- I

C'
"

18.0

" . . '

1 :.:

"

. "~.

,
, ,,­

,;
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The':pre-1939 housing fac~ox: also affects the allO?a~ionS

;. . .: ' ~ f", ~.' I:
community types'within metropol~tan_areas~(Table6-9)., -,
- : .::.- =_.. ,. 1 c· {~~, ' .. : ," ,- :_- .

( ;
;~.

. CDBG A B

Northeast .quadrant 43.4 44.4' '44.7
, .'

Southe;rn regions 32.7 31.3 31.5

Mountain and'
,

18.5 18.8 ,18.4Pacific
regipns
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Table 6-9. Projected Distributions to CDBG Entitlement and Metropolitan Discretionary Areas under

Alternative Allocation Formulas E-H, by Community Type; Projected Fiscal Year 1980

Community type CDBG Percent F Percent G Percent H . Percent
(SMSA.s) (millions of total (millions of total" (nlillions of total (millions of total

of dollars) of dollars) of dollars) of dollars)

U.S. (total SMSA.?) 2,240 100 2 ,235-_ 100 2,232 , , 100 2,234 100

Central eities 1,182 52-.8 1,22~ 54.7 1,242 55.6 . 1,291 57.8

Satellite cities 140 6.3 149· 6.7 148 6.6 148 6.6

Urban counties
,

290 12.9 -295J,l! 13.2 29011./ 13.0 280W 12.5,
'". SMSA discretionary 628 28.0 569_" 25.4 552 24.7 515 23.1
"

Source: Computed from Tables 6-2 and 6-3.

§./ Metropolitan totals vary because of the effe'cts of reweighting and substitution on the allocations to the
four metropolitan areas of Puerto Rico which are not included in the dollar totals but whose population,
overcrowded housing, and poverty counts are included in the data elements. The pre-1939 housing'data for
Puerto Rico was not included in the data elements for alternatives F, G, and H•

.Q/ The urban county allocations are based on imputed figures to .show the relative shift in shares"unde1'
,the vartous alternatives. The dollar figures and the percentages thus do not represent actual projected
dollar amounts or resultant percentages.
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Satellite cities gain slightly under the housing-age alternatives. 

Urban counties increase under two of the three housing-age alternatives, 

F and G. Central cities have a five percentage point increase in their 

share (a 9.2 percent increase in dollars) under alternative H. This 

increase is not at the expense of satellite cities D~ urban 

counties. The centriu city gains come from the metropolitan 

discretionary funds because of the higher incidence of older housing 

within entitlement jurisdictions as a whole, compared to the units 

eligible for SMSA discretionary funds. 

It must be emphasi!<led, however, that the central city gains are 

highly differentiated by region as is shown in Table 6-10, comparing 

central city allocations regionally under the exi~ting ·CDBG. formula 

and alternative H. 



Table 6-10. Comparison of CDBG Allocations with Alternative R among Central Cities, by Region;

Projected Fiscal Year 1980

IX> lla r
"

Region CDBG Percent H rt' Percent change Percent change
(milhons of total (millions' of total (millions in shares
of dollars) of dollars) of dollars),

U. S. total 1,182 100 1,291 100 +109

New England 58 4.5 ~j8 6.0, + 20.: "

+1..5 ~

Middle Atlantic 259 21.9 341 26.4 + 82 +'4.5

East North Central 220 18.6 2}7 21.5 + 57 +2.9

West North Central 64 5.4 85 6.6 + 21 +1.2

South Atlantic 160 13.5 141 10.9 - 19' -2.6

East South Central 67 5.7 55 4.3' - 12' -1.4'

West South Central 165 14.0 123 9.5 . - 42', -4.5

Mountain 43 3.6 ' 37 2.9 - 6 - .7 '

Pacific 151 12.8 154 11.9 + 3 - .9

Source: Computed from Table 6-3 and central city co~putatio~?
.,

" .,'-, ,
4 .,

\- <'

I\)
f-'
f-'
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Central cities of the northeast region gain substantially in the 

aggregate under alternative H; central cities of the South and West, 

on the other hand, lose significantly. Boston, for example, gains under 

alternative H by 47.4 percent, a dollar increase to $17.1 million in contrast 

to $11.6 million under the present formula. Phoenix, however, has a 

substantial drop of 23.2 percent, a dollar reduction to $7.3 million 

from $9.5 million under the present formula. 

Noteworthy also is the effect of the housing-age factor on the 

metro[Xllitan discretionary fund. Under the reweighting alternatives 

A through E, there is little shift among entitlement and SMSA 

discretionary shares. There is, though, a significant reallocation 

among the entitlement and discretionary shares when the pre-1939 housing 

factor is used. When this criterion is dOUble-weighted, as in alternative 

H, the metropolitan entitlement share increases from $1,612 million to 

$1,719 million, an increase of 4.7 percent. Conversely, the metropolitan 
, 

discretionary fund is reduced from $628 million to approximately $515 

million, or a decline from 28 100 23.3 percent of total SMSA funds. 

Because of the imputed values of pre-1939 housing for urban counties, 

this could vary, although the variation is likely to be small. 

SMSA Dlscretionary Funding 

It has been suggested throughout this analysis of distributional 

effects and formula issues that the met ro [Xl Iitan discretionary share, 

projected to be 28 percent of all SMSA funds in fiscal 1980, is too 

large. It has been shown also that a reweighting and/or omission of 

certain existing formula factors has relatively little effect on the 
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share of metropolitan discretionary funds. Introducing the pre-1939 

housing criterion reduces SMSA discretionary funds, but even when 

this factor is given a double weight there is only a 4.7 decrease 

in discretionary funds. 

This analysis of discretionary funding is confined to the 

metropolitan discretionary funds and does not inc&ude the 20 percent 

share of total CDBG funds earmarked for discretionary allocation 

outside of metropolitan areas. While these non-metropolitan 

recipients are also under 50,000 in population, there are significant 

differences in their role and functions. 

Small non-metropolitan communities are in many instances the 

economic, political, and social centers for their surrounding rural 

areas. On the other hand, a community of similar size in a metropolitan 

area is usually an adjunct to a central or satellite city of a metropolitan 

area. 

Although we have concentrated so far on the metropolitan discretionary 

funds, the non-metropolitan share of CDBG funds also raises an important 

policy issue. Non-metropolitan areas gain substantially under the CDBG 

program, increasing their share from 12.6 of the funds distributed under the 

folded-in grants to the 20 percent mandated in current law. In fact, the non-

metropolitan areas have a higher incidence of both overcrowded housing 

and poverty than do the metropolitan areas. If the CDBG funds were 

divided between the metropoliian and non-metropolitan areas on the 
"­

basis of the formula criteria, the non-metropolitan share would be 35 

percent. 
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The issue of the proper propcirtion of discretionary funds within 

Sl\ISAs involves both its discretionary aspect and its impact on small 

communities. Although the CDBG system is founded on the fonnula 

approach, under this program, as explained earlier, discretionary 
,.:l: .,' 

allocations for metropolitan areas increase in 1980 to a projected 

$628 million, or 28 percent of all metropolitan-area funds. For those 

who would not favor this outcome, one solution is to lower the population 

threshold. For example, make all metropolitan communities with popu­

lations of 25,000 eligible as entitlement communitles. This would result 

• 
in less discretionary money rema'ining after the fonnula allocations. 

Within the urban focus of this study, however, the discretionary-

funds issue also raises the question of spreading effects. By lowering 

the entitlement population threshold, the proportion of discretionary 

funds is reduced, but nothing is done to provide a greater share of 

total resources to the largest and most densely populated communities, 

particularly central cities. 

A direct approach to this issue is'-'to limit arbitrarily the amount 
, '­

of funds for discretionary distribution. For example, the discretionary 

allocation for small metropolitan communities could 'be set at 15 percent; 

this would be $336 million in the 1980 projection instead of $628 milli~n 

as projected under the present system. Such a i5 percent limit on &1M 

discretionary funds would still double the amount of funds distributed 

among CDBG discretionary cities, which under the folded-in grants 

collectively received an annual average of $166 ffilllion in the 1968-72 

hold-hannless base period. 

, ­
Although a 15 percent limit would increase the share of the larger 

and more densely populated entltlement communities, this approach has an 
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important limitation. While directing more funds to entitlement communities 

as a whole, it would also add to the allocations of less-needy entitlement 

areas. Of the $292 million in additional funds that would go to enhtle­

ment areas, approximately $135 million (46 percent) would go to satellite 

cities and urban count1es. A possible variation on this approach is to 

reallocate funds diverted from SMSA discretionary communities to the 

neediest formula entitlement communities. Such a "supplemental fund" 

could be distributed on the basis of some appropriate needs formula. 

Supplemental funding is discussed in Chapter 12. 

This discussion of the relative shares of entitlement and discretionary 

units is necessary background for consideration of the final--and preferred-­

alternative formula presented in this chapter. Four summary points should 

be restated before proceeding: 

1. The existing formula and any revision of it that further weights 

a poverty-related criterion aids the southern regions at the expense of 

the northeast quadrant, at the same time favoring central cities rather 

than satellite cities and urban counties. 

2. The existing allocation system significantly reduces the central 

cities' share of CDBG funds compared with the categorical distribut10ns; 

reweighting or elimination of formula elements significantly alters the 

central cities' share. 

3. Of the eight formula alternatives presented above, those that 

include the housing-age factor appear to work out best in terms of the 

presumed physical-needs objectives of the CDBG act. The housing-age 

factor generally favors central cities in the northeast quadrant to the 

disadvantage of the sottthern and western regions. 

,4. The SMSA-discretionary funding under the existing system, as 

projected to 1980, is very large; it diverts substantial sums of money 
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away from populous urban communities and towarq metropolitan~area 

jurisdictions under 50,000 population. None of the eight alternatives 

presented significantly alters the share of SMSA discretionary funds. 

Only by weighting pre-l939 housing four or five times, or by setting'a 

legislative ceiling, can this objective be achieved under the formula' 

alternatives examined so far. ,', , ; 

ALTERNATIVE I: 

A TWO-FORMUIA ALLOCATION SYSTEM 

The ninth alternative--alternative I--deals with the issues 

summarized above. It addresses both the needs of older communities 
> '" • 

and those wbose urban development needs are not age-related. At 'the same 

time, it significantly reduces the amount of metropolitan-area discretionary 

funds without establishing percentage limits. ,:,' 

The legislative history of the general revenue sharing program 

suggested this approach.. In the final version of that legislation, the 

House and Senate conferees adopted a judicious solution. Unable to agree 

on a single compromise formula that accommodated the two fundamentally 

incompatible versions put forth by the House and Senate, the conferees 

allocated to each state the greater of the amounts provided Under the two 
, 9/

bills. The same approach'is possible under the CDBG.program. 

Alternative I retains the present CDBG formula and at the 

same time, adopts alternative-H (population, poverty, and pre-1939 housing 

weighted double). ' Each' formula entitlement area receives CDBG funds 

according to whichevep formula yields the largest amount in its'particular 

case.' Because of this maximizing approach, the total entitlement allocation 

under the two formulas increases to approximately $1.88 billion.lI This 

has an important residual effect. The residual metropolitan discretionary 

fund is thereby reduced to $360 million, or about 16 percent of the total 
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metropolitan allocation.~ 

While the SMSA funds for small discretionary communities are reduced, 

there are increases for small entitlement communities. There is an 

increase of almost $40 million for urban counties which goes primarily 

to small communities, There is also an increase of approx1mately $10 

million to centr.al cities with under 50,000 population. If one includes 

cities under 100,000 as small communities, there 1S an additional $54 

million for entitlement communities between 50,000 and'lOO,OOO population-­

both central and satellite cities. Thus, under the dual-formula approach, 

about $1.3 billion or 46 percent of the total funds are projected to go 

to' communities with fewer than 50,000 population (metropolitan and 

'non-metropolitan). ' If the definition'of small community is raised to 

those under 100,000 population, the total funds going to small communities 

would still be $1.6 billion, or 57 percent of the total funds, a decline 

of seven percentage points from the 1980 projections under the present 

formula. 

The advantage of this dual-formula approach is that it makes it 

possible to accommodate two different types of urban development need-­

problems that reflect both poverty and community age, and'those that are 

more poverty-related than age-related. (See Appendix IV for entitlement 

area allocations.) 

The dollar allocations in Table 6-11 (columns 1, 3, 5) show that 

the entitlement areas in five regions (the three southern ones and the 

Mountain and "Pacific areas) retain the advantage they receive under the 

existing formula, while those in the three older regions of the northeast 

quadrant'and in the West-North Central region gain. 

,'. 



Tab.le 6-11. Comparison of CDBG Formula Allocations with Allocations Using the Two-Formula System

(Alternative I), by Region; Projected Fiscal Year 1980

Region

u. S. total

New England

Middle Atlantic
\

East North Central

west North Central

South Atlantic

East South Central

west South Central

Mountain

Pacific' ,

CDBG
·formula

(millions
of ~£fars)

1,612

67

348

295

84

221

75

183

51

288

percent'of
total

(2)

100

4.2

21.6

18.3

5.2

13.7

4.6

11.3

3.2

17.9

H
(millions
of do:j.lars)

( 3)

1,719

100

103

187

62

136

43
263

Percent of
total

(4)

100

21.1

6.0

10.9

3.6

7.9

2.5

15.3

I
(millions
of dollars)

( 5)

1,881

100

227

76

183

53

309

Percent of
total

(6)

100

5.3

24.6

19.5

5.6

12.1

4.0

9.7

2.8

16.4

Source: Calculated ~rom Tables 6-2 and 6-3.
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. . ,,
This distr-ibution of advantages is also seen _2n the ,count 01 

entitlement communities falling under each of the formulas with,this 

twe-formula approach. Of 512 central and satellite cities, 241 
, 

communities would receive their allocations under the eXisting 

formula while 271 would -benefit from the alternative age~related 
'- ­.2Jformula, H. Of the 241 CDBG recipients that would continue und.er 

the existing formula, 208 are in the southern and western regions, 

thirty-three are in the three regions of the northeast quadrant plus 

the west north centl'al region. Conversely, of the,271 communities 

gaining under alternative fo1'illu1a H, 218 are in the northeast quacJI.ant 

and the west north central region, representing 80 percent of the ' 

entitlement cities in these l'egions. 

Thus, the principal benefits (there are no losses for any 

(

entitlement areas) of the dual formula approach accrue to older cities 

of the northeast. But it is also important to note thai; fifty-three 
, 

entitlement cities in the southern and western reg~ons also benefit 

by adopting the pre-1939 housing criterion. These' fift;y·-three communities. 

represent 20 -percent of the fo1'illu1a entitlement cities in these regionS. 

Two further points to note are: 

1. The dual formula approach is not a mechanism simply to 

reinstate the allocation patterns of the folded-in grants., Under 
, 

the dual formula approach, there are still 177 entitlement areas, 
projected to receive funds below the level of their previous grants, 

, 
although the losses 'will be reduced. U:Oder th~ existing' CDBG system 

there are 214 projected losers: 
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2. Use of the pre-1939 housing criterion does not result in 

an automatic or dramatic gain for every city in the northeast 'quadrant. 

Where a city's major problem is poverty, the heavily poverty-

weighted CDBG formula may continue to be the more beneficial one. 

For example, Gary, Indiana, with 14:1' percent of its population 

below the poverty line, fares better under the present formula than 

under the housing-age alternative, even though 43.7 percent of Gary's 

housing was built before 1939. Gary is 27.8 percent above the poverty 

mean for the entitlement areas, but only 12.6 percent above the mean 

for pre-1939 housing; thus for Gary the poverty criterion is statistically 

more powerful. As a result, Gary is projected to receive only $3.1 

million under the alternative H, but $3.7 million under the CDBG formula. 

Under the dual formula approach, Gary would receive the CDBG allocation. 

In the case of Newark, the pre-1939 formula results in only a .3 percent 

net benefit, but it remains a substantial loser under either formula. 

Newark is projected to lose 52.2 percent under ,the existing formula; 

this loss would still be 51.9 percent under the pre-1939 housing 

alternative. 

The dual formula approach also results in substantial aggregate 

gains by the nation's central cities, whose share increases nearly 10 

percent ($212 million) from 52.8 percent under the present system to 

62.2 percent under alternative I (Table 6-12). Because each entitlement 

area gets the larger of the two-formula allocations, satellite cities 

and urban counties as groups of recipients also receive an increase 

totaling $47 million. (These increases result from the fact that 

many of the satellite cities and urban counties are in the northeast 

quadrant and thus, like central cities, they benefit from the pre-1939 

housing factor.) 



Table 6-12. Comparison of Allooations to Metropolitan Areas Under CDBG Formula with Age-related

Formula H and Two-Formula Alternative I, by Community Type; Projeoted Fisoal Year 1980

CDEG
'"

Community type" fornmla Peroent of H Percent of I Percent of
(millions total (millions total (millions total
of aollars) of'~ollars) of dollars)

U. S. (265 SMSAs) 2,240 100 2,234 100 2,240 100

Central cities 1,182 52.8 1,291 57.8 1,394 62.2

Satellite oities 140 6.3 148 6.6 169 7.5

Urban counties 290 12.9 280 12.5 318 14.3

SMSA disoretionar,v 628 28.0 515 '23.1 359 16.0

Source: Calculated from Tables 6-2 and 6-3.
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Within metropolitan areas the results for individual cities 

vary,. For example, within the Los Angeles-Long Beach SMSA, Los 

Angeles would receive the existing CDBG allocation of $49.7 million, 

while Long Beach would benefit from the pre-1939 housing alternative 

and increase its allocation from '$5.2 million to $5.9 million. Among 

the satellite cities within that SMSA, seven would receive additional 

funds under the dual formula approach; the remaining fourteen would 

receive their allocations under the formula as it now stands. 

In sum, we believe the two-formula approach provides a better 

estimate of urban development needs than does a system that measures 

such needs by means of: a'single set of criteria. A single formula 

tends t6 oversimplify. This specific two-formula approach is not 

nece~sar:lly the answer (other comparab: approaches are possible), 

but it-does have both substantive and practical advantages that suggest 

a directiorl-for resolving 'problems built into the current CDBG program. 

'l'HE PROBLEM OF NEW SMSAs 

While not yet considered a major issue, the use of the standard 

metropolitan statistical area as the basic allocation unit also 

presents a problem for both the near and' the dist-ant future. Since the 

Housing and COnnTIunity Development Act of 1974 states that 80 percent 

of all CDBG funds go to metropolitan areas, the designation of a new 

SMsA meiins ~ increase i'n the number' of formula entitlement areas, ­

which in turn reduces the amounts aVailable' t~ -all other SMSA entitlement 

units, while increasing the relative share, in overall per capita terms, of 

small communities in rural arbas. 
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As a basis for designating SMSAs, the Office of Management and .

Budget relies upon the following rather vague language (With emphasis

provided):

A standard metropolitan statistical area is
generally designated on the bas.is.of population
statistics reported in a census conducted by the
Bureau of the Census....

A standard metropolitan statistical area is
sometimes designated on the basis of population
estimates published by. the Bureau of the Census
which have been accepted for use in the distribution
of Federal benefits.,1Q!

Designations are made following a review by an interdepartmental

committee, the Federal Advisory Committee on Standard Metropolitan
'I. '

Statistical Areas. This committee meets monthly; designation decisions

are made in April and October. The role of the Office of Management and
. '

Budget is central not only in the designation process, but also in
" - , - '

establishing criteria for designations. As a result of recent

downgradings of the population criteria, the number of SMSAs has been

increasing.

Until 1959, in order to be designat,,~ an SMSA, a unit had to be

a central city with a population of at. least 50,000 and ,had to conform

to otherc~iteria inv~lving population density...and growth, apd labor

force composi~ion. An SMSA could include more than one central city,

but at least <;me of these had tq have.a pqpulation o~ 5'0,000. This popu­

lation minimum has now been significantly reduced. There have been two
• c.
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major changes. In 1959, the 50,000-population criterion was broadened 

to include more than one central city as long as the total central-

city population was more than 50,000 and as long as one central city 

had a population of 25,000. In 1973, still another revision was 

adopted, permitting an SMSI\. designation if one central city had 25,000 

population. These alterations of the popUlation criterion have resulted 

in the substan~ial increase in the number of SMSI\.s. 

Since the 1970 census, a total of forty-four new SMSI\.s have been 

designated. (This does not include the separation in 1972 of Nassau 

and Suffolk Counties from the New York City SMSA, which made those. 

two counties a separate SMSI\..) Of these forty-four, a total of twelve 

were designated between 1973 and 1975. Currently, there are 276 SMSAs; 

including four in Puerto Rico. 

The new SMSAs, as could be expected" have tended to be relatively 

small. Of the forty-four designated since 1970, thirty-four have . 

populations under 100,000; twenty-six hav,e central cities with less 

than 50,000 persons. None of the twelve 'SWLSAs designated since 1973 

have central cities with populations over '50,000. In eight of the 

twelve, the largest central citYthas fewer than 40,000 people. In 

the Pascagoula-Moss Point, Mississippi SMSA, the two central cities 

have popUlations of. 27,264 and 19,32i, respectively., 

In year one of the CDBG program, BUD made entitlement and 

discretionary allocations' for 2~9 SMSAs (including the,four in Puerto 

Rico). Seven new SMSA designations wer,e ma,de, in ,1975; one, Kankakee, 

Illinois,. qualified for the year-two allocations; the remaining 
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\

six areas will receive allocations beginning in year three of the 

program. These six are Greeley and Fort Collins, Colorado; 

Bloomington, Indiana; Pascagoula-Moss Point, Mississippi; Longview, 

Texas; and Eau Claire, Wisconsin. 

To reiterate, the principal results of adding new SMSAs are: 

(1) that metropolitan funds must be spread out further; and (2) ihat 

such designations reduce the number of cOlIllllUIlities competing for non­

metropolitan discretionary funds. In fiscal year 1977, the first entitlement 

year for all seven new SMSAs, the total amount of metropolitan and 

discretionary funds allocated to these areas is about $11 million. 

This represents only .5 percent of all metropolitan-area funds, yet 

if new SMSA designations continue to be made, the funds will be spread 

out still further. 

A similar spreading-out results from. expanding an existing 

metropolitan area and adding a new central city., For example, in 1975 

the Office of Management and Budget expanded the existing Kingsport­

Bristol, Tennessee SMSA, adding three new counties and designating 

Johnson City as a third central city. This had the effect of creating 

additional ~discretionaryunits and a new formula entitlement city 

to be funded from the same 80 percent metropolitan allocation. 

The same result occurs by simply expanding the boundaries of an 

SMSA even if nO'new central cities are designated. For example; 'in 

1973 the KalamaZOO-Portage, Michigan, SMSA was expahded· to include c 

Van Buren County. This meant additional population, numbers of persons 

in povertY,and overcrowded housing units,' with the'effect of increasing 

that SMSA's allocation above what it would have been under the old 



boundaries. In all such cases, the critical factor is that the' 

number of claimants to the 80 percent metropolitan allocation is 

increasing but the basic 80-20 division is not altered accordingly. 

One solution for this problem is that areas brought into new or 

expanded SMSAs "bring their money with them." Unde. this approach, the 

amount allocated to new or expanded SMSAs would be obtained by reduci~ 

the non-:metropolitan funds by t.-lle same amount. This does no, harm 

to the non-metropolitan areas and, at the same time, 'it keeps the 

burden of the new designations off the shoulders of old entitlement 

areas. 

Tho~h it goes beyond the scope of this study, it would be useful 

to examine more thoroughly the standards for metropolitan .area 

designation and the legislative use of these designations. If the 

term "SMSA" is to be the basis for large distributions ,' 
of federal 

funds, more attention should perhaps be given to, the policy issues 

and processes involved in making these designations. 

COST FACTOR ADJUSTMENTS: COST OF LIVING AND CONSTRUCTION COSTS 

A-final formula issue to be considered in this chapter involves 

the possibility of adjustments in CDBG allocations to account for 

regional differences in costs. That is, after application of the 

formula to the entitlement areas, should consideration be given to, 

adjusting individual unit allocations to compensate for cost differences? ' 

As indicated in the previous chapter, the three southern regions gain . 

substantially under the CDBG'formula; it 'can be said further that their 
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gain is enlianced because "some 'costs in the South are below the 

national average. In other words,· gains in the South are compounded 

because costs tend to be lower there than in other regions. 

In this section, two cost factors are exaIlllned: cost of living, 

and' construction wage cos·ts. National data are available for both 

in the form of cost-adjustment factors. 

1. Cost of living factor. This factor is developed from the 

intermediate family budget for thirty-nine metropolitan areas issued 

illby the l1nited States Department of Labor. . The family budget is 

based on "normal" family purchases, such as food, housing, transportation, 

and medical care.' It is not a measure of the costs to Communlties of 

carrying out development activities; nevertheless, it :is a means of 

dealing with regional 'cost variations. An adjustment made on this 

basis would have the added advantage of "permitting annual revision. 

Re~ional 'indices, based"on a national. mean of 'one, appear below: 
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2. Construction wage factor. More directiy related to community 

development cost variations among CDBG recipients is the wage level in 

the construction industry. Since a large portion of CDBG money is used 

for construction (see Chapter 7), it can be argued that variations in 

wage scales in the building trade would be a better basis for adjustment 

than the family budget approach. Although not official data, an index 

of construction wage rates for 254 cities in the United States has been 

W
developed by the Robert S. Means Co., a construction consulting firm.

City wage rates are obtained from labor unions and employer associat~ons; 

they also take into account the prevailing wage rates established by the 

federal government under the Davis-Bacon Act. The following regional 

wage ratios, again based on a national mean of one, were applied using 

this approach: 

New England 1.080 

Middle Atlantic 1.117 

East North Central 1.061 

west North Central .991 

South Atlantic .875 

East South Central .892 

West South Central .852 

Mountain 1.006 

Pacific 1.172 
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A comparison of the cost-of-living index with those based on 

construction wage rates shows a similar pattern. The three regions 

of the northeast quadrant, plus the Pacific region, have higher cost 

factors than the three southern regions and the West North Central 

region. The Mountain region is below the mean for the cost of living 

but slightly above for construction wage rates. (See Appendix V for 

entitlement area allocations adjusted for the two cost factors.) 

Using both sets of regional indices, Table 6-13 shows the northeast 

quadrant to be slightly advantaged by both adJustments. 



Table 6-13. Allocations to ODBG Entitlement Areas with Adjustments for Oost of Living and Oonstruction

Wage Variations, by Region; Projected Fiscal Year 1980
",

-
Allocation adjusted for
construction wage factor
.Amount Percent
(millions of :total
of dollars)

1,662 100

72, ~ 4.3
"

389 23.4

313 18.8

r 83 5.0,

194 11,7
,

67 4.0

15~
..
9.4

51 3.1

337 20.3

'"wo
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In the case of the family budget factor, the three northeast quadrant 

regions increase their share by two percentage points; they increase 

by 2.4 percentage points with the wage adjustment. The Pacific region, 

while remaining about the same with the budget adjustment, increases its 

share by 2.4 percentage points taking into account the~age cost 

variations. With either adjustment, the three southern regions lose funds, 
1.7 percentage P9ints for cost of living variations and 4.5 percentage 

points with the construction wage adjustment. 

It 'should be noted that under either adjustment, the total amount 

allocated to the entitlement areas increases and thus diminishes the 

amount remaining for metropolitan discretionary allocation. The total 

amount shifted, however, is relatively small -- $10 million under the 

cost of living adjustment and $50 million under the wage variation. .!J/ 

In terms of SMSA-sized groups, Table 6-14 shows that the principal 

beneficiaries of these cost adjustments are the six metropolitan areas 

with populations above 3 million, with their greatest gains made under 

the construction"wage adjustment. These six SMSAs are all in the high-

cost northeastern or Pacific regions. All other SMSA population 

categories receive a declining share under cost adjustment. 



Table 6-14. Allocations to CDBG Entitlement Areas with Adjustments for Cost of Living and Construction

Wage Variations, by SMSA. Size; Projected Fiscal Year 1980

Allocation under Allocation adjusted for
present formula family budget factor

SMSA size Amount Percent Amount Percent
(millions of total (nullions of total
of dollars) of dollars)

U.S. (SMSAs) 1,612 100 1,622 100

3 million and over 501 31.1 519 32.0

1-3 million 492 30.5 490 30.2

500,000-1 million 249 15.5 246 15.2

250,000-500,000 202 12.5 201 12.4

100,000-250,000 139 8.6 138 8.5

Under 100,000 29 1.8 28 1.7

Allocation adjusted f6r
construction wMe"factor
Amount Percent
('million of total
of· dollars)

Source: Calculated from Table 5-2.

I\)
w
I\)
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I 
From Table 6-i5, based on community types, it elm be seen that 

i, ,
these cost adjustments are particularly favorable to' satellite cities 

I 

and urban counties'. The amount received by central cities goes up, 
I 

I 
but their share de~lines. The reason for the satell~te city;and , 

urban county gains, is clear. The bulk of all satellite cities (126 
1 

of 152) and urban ,pounties (53 of 73) are found in the high-cost 
, 

northeastern and Pacific regions. 



Table 6-15. Allocations to CDBG Entitlement Areas with Adjustments for Cost of Living and

Construction Wage Variations, by Community 'I'y}:le; Projected Fiscal Year 1980

Allocation under Allocatlon adjusted for Allocation adjusted for
present formula family budget factor construction wage factor
Amount Percent Amount Percent Alllount Percent
(million of total (millions of total (mi1llon of total

Community type of dollars) of dollars) of dollars)

U.8. 1,612 100 1,622 100 1,662 100

Central cities 1,182 73.3 1,186 73.1 1,204 72.4

Satellite cities 140 .)3.7 143 8.8 151 9.1

Urban counties 290 18.0 293 18.1 307 18.5

Source: Calculated from Table 6-6.

(1
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These cost adjustments are presented not in order to make a case

for arry one approach, but to illustrate the nature of the approaches

that might be adopted. It is possible to refine these adjustments;

for example, to adjust for both region and size of metropolitan

area. In general, the greater the SMSA population, the higher the

cost of living and wage rates. ' T'nerefore, if a,n adj ustment is made

within regions for metropolitan-area size, the allocations will be

further altered to favor the entltlement areas within larger SMSAs.

For example, within New England the two cost factors vary substantially

according to population size. Thus Boston would be adjusted upward

and Portland downward even though both are in the same region:

SMSA Population Cost of LiVing Index Wage Index

Boston 2,900,000 117 107.3

Hartford 721,000 108 102.4

Portland 171,000 103 82.2

Similar patterns are found within other regions. Region itself has

greater influence, using these two cost adjustment techniques; thus any

adjustment for size should be preceded by the adjustment for region.

The importance of the region variable can be seen by examining the two

cost indices of three SMSAs of similar size but in different regions. Here

we find cost differentials of 27 and 21.7 between the highest (Boston) and

lowest (Dallas-Fort Worth), differentials clearly resulting from region,

not population size:

SMSA Population Cost of Living Index Wage Index

Boston 2,900,000 117 107.3

St. Louis 2,400,000 97 100.7

Dallas-Fort Worth 2,400,000 90 85.6
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SUMMARY AND CONCLUSIONS 

This ,analysis takes the position that the existing CDBG allocation 

system should be modified because of two fundamental problems. First, 

the existing formula fails to reflect accurately the two distinctive , 

bases of urban problems poverty and age. It makes allocations that 

do not go far enough to meet the actual needs of physically distressed 

communities. Second, the current allocation system diverts too large a 

share of CDBG funds to small jurisdictions, particularly to small communities 

wi;thin metropolitan areas. 

These two problems, in our view, require that attention be paid 

to changes in the CDBG allocation system prior to implementati?n 0\ fun 

formula funding in fiscal year 1980. These are the study's main 
• 

recommendations: 

1. Consideration should be given to the adoption of some form of 

a two-formula system. Such an approach does a better job of aligning, 

the formula criteria with what we understand to be the objectives of 

the CDBG program. It would retain the existing formula to allocate 

funds to communities with primarily poverty-based development needs; 

in addition, a second formula incorporating an age-of-housing factor 

is recommended in order to allocate funds to recipients whose development 

needs are related to age of community, as well 'as poverty. As has been 

noted, each entitlement jurisdiction would receive the greater amount 
14/

yielded by elther formula.--­

2. Steps should be taken to reduce and redirect discretionary 

funding. The two-formula approach reduces metropolitan discretionary 
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funds and directs the diverted funds toward larger and presumably 

needier urban communities without the arbitrary step of establishing 

a percentage or other ceiling on Sfu~ discretionary funds. It 

reduces ~ discretionary funds from 28 to about 16 percent of all 

metropolitan-area funds. 

Two o'ther recommendations -- though less important -- are also 

made: 

3. The system by which the Office of Management and Budget designates 

~s should be reviewed. Under the current allocation system, the 

authority of the Office of Management and Budget to create new ~s 

or expand old ones works to the disadvantage of existing metropolitan 

areas because CDBG metropolitan-area funds are diverted from established 

entitlement and discretionary communities to new ~ jurisdictions. 

This study proposes ~hat 'the amount of funds going to new ~s be deducted 

from CDBG funds for non-metropolitan areas. 

4. Finally, as a formula issue, cost variables should be taken 

into account in the allocation of CDBG funds. We believe that there is 

merit to introducing a factor for either cost-of-living or 

construction-wage variations, preferably the former. 

In'th~ distributional chapters of this report we have brought to 

bear an urban focus, made explicit throughout. This urban focus is 

not particularly pronounced, but the reader should be reminded that 

it has influenced the analysis and conclusions of this section of our 

report. Some observers of the urban scene favor an even stronger 

urban focus; some take the opposite position. We feel the conclusions 

reached and proposals advanced represent a balanced and practical approach. 
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21 In the 1960 census, the condit1on of housing was enumerated under" 
the classification, "South Units with All Plumbing Facilities." rhe 
1970 census classification was redesignated "Occupied Units Lacking 
Some or All Plumbing Facilities. " 

§! This compromise resulted 1n the total allocations exceeding the 
total authorizations by $500 million so that each state's allocation 
was reduced proportionately for 1972. 

11 Unlike the two-formula compromise of general revenue sharing, adop~-ion 
o,f two formulas for the CDBG program would not require any proportionate 
reduction ,n shares to meet the authorization. Under tJ::e CDBG system, _ 
the first distribution is made for f-ormula allocations, and what remains 
is allocated for hold-harmless and discretionary distribution. In-· 
fiscal 1980, allocations to the entitlement areas under a two-formula 
approach, with a $2.95 b1llion fund1ng assumption, would still leave 
$360 million for metropolitan discretionary funds. (There would be 
no hold-harmless funding in fiscal 1980. ) 

§/ This projected metropolitan discretionary fund would be reduced to . 
approximately $300 million in fiscal 1980 if all potential urban counties 
are included. If the fiscal 1980 appropriation assumpt10n is increased 
from $2.95 billion to $3.95 billion/ the metropolitan discretionary ­
allocation would be approx1mately $400 million. . 

91 This does not inclutle the seventy-three urban counties, Middletown 
township, New Jersey, or North Charleston, South Carolina. The pre-1939 
housing count for urban counties can be arrived at by use of SMSA census 
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tracts for communities participating in urban counties. A tract 
assemblage for a pre-1939 housing count was not done for this study, 
Middletown township is a part of the long Branch-Asbury Park SMSA 
established after the 1970 census, Pre-1939 housing counts for_townships 
are organized by SMSA census tracts. Since the SMSA was not created 
until 1971, there is no tract breakdown for the township. North 
Charleston was incorporated after 1970 and' was not counted separately 
in the census data. 

1Q/ " 
Office of Management and Budget, Standard Metropolitan Statistical 

Areas 1975 (Rev. ed., 1975), p. 1, 

111 See: News release, '~utumn 1974 Urban Family Budgets and Comparative

Indexes for Selected Urban Areas," U.S. Department of Labor, Bureau of

Labor Statistics, April 9, 1975, Table 5. For this analysis, the

regional cost-of-living factor is the ratio derived by d~viding the mean'

of sampled metro politan areas in a region by the mean of the nine regions

combined. For example, in the New England region the intermediate

family budgets of three metropolitan areas are determined by the Labor

Department--Boston, Massachusetts; Hartford, Connecticut; and Portland,

Maine. In the autumn of 1974 the mean intermed~ate budget index for

the three SMSAs was 107.3. That is, the intermediate budget for a

family of four in these three cities was an average 7.3 percent above

the nation?l mean, This regional mean was divided by the mean of all

regions combined (95.9), resulting in a New England ratio of 1.118.

This ratio was then applied to the projected 1980 allocations for all

New England entitlement areas. See AppendiX V for individual allocations

adjusted for cost of living.


161 ­See: 1975 Labor Rates for the Construction Industry: City. State, 
National (2nd ed., Duxbury, Mass.: Robert Snow Means, Inc" 1975). The 
Means' ind~ces used for this analysis are wage rates as of January 1, 
1975. The index of each of the surveyed c~ties is in relation to the 
average of thirty major U.S. cities (30 city index = 100). The Means 
survey does rot cover the major city of each of the 265 metropolitan 
areas of this analysis. Where the central city (or cities) of a 
metropolitan area is omitted from the Means' survey, the ~ndex of the 
nearest metropolitan area is used. For example, the survey did not 
include Williamsport, Pennsylvania, so the wage rate of Wilkes Barre 
was imputed to Williamsport. A total of forty-five of 265 metropolitan 
areas were not included in the Means' survey and for each of these a 
wage rate was imputed. The 265 SMSA wage rates were then aggregated by 
region and a ratio was developed between the regional and national mean. 
These regional ratios were then applied to the entitlement allocations, 
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131 The cost adjustments would become the formula entitlements; since 
the formula entitlements are the first distribution, the net cost of the 
adjustments, $10 million or $50 million, would come from the metrojXllitan 
discretiona ry funds. 

~ A version of the dual formula was included in the Federal budget for 
fiscal year 1978. The Issues '78 volume of the Budget stated, in part, 

A frequent criticism of the formula has been that it lacks 
a measure of "physical" need--some indicator of the age and 
condition of a communlty's physlcal plant. Yet, an aging 
physical structure is believed to be one of the most serious 
community development problems for-many of the Nation's 
older cities. The extenslve use"of current block grant 
funds for rehabilitation activities and repalr of capltal 
structures attests to the physical need. To assure that 
this measure of physical need is reflected in the dlstrl­
bution of block grant funds, the Administration recommends 
that metropolitan clties be offered the choice of receivlng 
their entitlement amount under either the current formula 
or a new, alternative formula. The alternative formula 
would also be composed of three factors: poverty (30 percent), 
loss of population between 1960-73 (20 percent), and age of 
housing stock (50 percent). 

See Issues 'T8. Perspectives on Fiscal Year 1978 BUdget, Executive Offlce 
of the President, Office of Management and Budget, p. 131. 
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\ CHAPTER 7 

FISCAL EFFECTS 

Beyond the broad goals of developlng "viable urban comlmmities ••• , 

and a suitable living environment ••• , principally for persons of low and 

moderate income ••• ," the Houslng and Community Development Act of 1974 

mandates no single most desirable usage of communlty development block 

grant funds; nor does it specify what combination of activities the funds 

should support. Withln the broad parameters of the act, applicants and 

recipients have latitude to determine and implement their own programs for 

community development. In this chapter and in Chapters 8 and 9, the 

varied uses of CDBG funds and the effects of these choices are consldered, 

for the sample jurisdictlons studied for this report.1I The lmpact of 

federal funds on recipient governments is a central problem in the 

analysls of any grant program. Several Questions necessarily arise in 

such an examination. What differences do federal grants make in the 

expenditure and revenue decisions o~ recipient Jurisdlctions? How does 

federa~ assistance affect various programs? What is lts impact on the 

economy of recipient communities? 

~"o Background Issues: "Natlonal ObJectives" and Social Services 

Two policy issues -- one involVing the "national objectives" of the 

CDBG program, and the other concerning the use of these funds for social 

services -- should be discussed before the fleld data on the fiscal effects 

of the CDBG program are presented. As explained in Chapter 2, the legis­

• 
lation establishing the CDBG program represents a compromise between two 

viewpoints: that local governments should have a generally free hand 

241 
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in determining their communities' needs and how to meet them; and that, the 

federal government has an important role in defining and overseeing the 

fulfillment of national goals for community development. This compromise 

is clearly reflected in the act. On the one hand, the law allows appli ­

cants considerable flexibility in their choice of the specific programs 

and projects to be funded and g~ves the Secretary of HUD only veto power 

on applications and, even then, only within a specified and short time 

limit. On the other hand, it inCludes national objectives for the 

program and contains specific provisions for the application process.£! 

The national objectives (included in Chapter 2) and permissible uses of 

the block grant funds are broadly stated and multiple. (These provisions 

constitute Sections 101[C] and l05[a], respect~vely. See Appendix I at 

the back of this report.) Of the thirteen permissible uses of CDBG funds 

listed in Section l05[a], eight can be categorized as new PhYsical renewal 

and related actiVlties: acqulsition o~ real property; public works, facilities~ 

and site improvements; code enforcement; clearance and demolition; rehabili­

tation; payments for loss of rental income; disposition of real property; and 

relocation payments and assistance. The remaining uses involve completion 

of urban renewal and neighborhood development projects, human service 

activities, planning, management, and administration. 

National objectives did not as a general rule provide direction for 

setting local priorities, however. Most field associates reported that 

the choices of proposed projects in the first year of the CDBG program 

were justified retrospectively. The development of local priorities 

came first, after which various national objectives and permissible Uses 
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\ 
were selected from the language of the act and cited to accommodate local 

priorities. In Santa Clara, California, for example, the associate reported 

that "although Santa Clara officlals said that they took the national


objectives seriously, our findings do not support thls contention. Both


the staff and city council 'selectively perceived' what the obJectives


were; they dld this on a basis which operated to support proJects which


were already favored. 1I 

The Scottsdale, Arlzona, associate reported that "key members of the 

staff are aware of these objectives and have a strong commitment to some 

of them. Local elected officials were less certain of and cOmmltted to 

these objectlves and referred most often to the act's decentralizing 

features when asked questlons about the national objectlves. Their


princlpal argument was that Scottsdale lS unique and that the 'New

\ 

Federalism' was supposed to allow communities to meet their unique develop­

ment needs •.•• In sum, many of the key officials lnvolved In developing 

Scottsdale's community development program were aware of the act's major 

objectives and were most likely to clte and support those objectlves 

that seem most compatlble with their own. n 

In other cases national objectives were not clearly perceived. 

The associate for Harris County, Texas, reported, for example, "1 do not 

believe the natlonal objectives were seriously considered by members of 

the local legislature. The new County Judge (executive) presented the prograJll 

publicly primarily as a 'parks program,' the remaining commissioners appeared to 

have no discernable Vlews on community development objectives •••Observers 

indicated that the CDBG prograJll was simply thought of as free, no-strings 

money that the county could make use of as it wlshed toward locally-percelved 

development objectives." 
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Whereas the national objectives were not ~een as a constraint id 

the selection of local co~unity development projects, eleven of tpe 

sample jurisdictions appeared to be affected by.th~ perceived limita~ion. 

on the proportion of block gr,ant funds to be allocated to social ser~ces. 

As was stated in Chapter 2, a limit of .20 percent of ~ jurisdiction's 

allocation for social services (reserving ,the bulk of :t?~ gra'ft for _ 

physical-development) was contained in the Senate versi~n of the CDBG 

bill. The bill that emerged from conference, however, contained nq 

specific percentage limit. Instead, the conferees stipulated that social 
1,_ ' 

services could be :fuI).ded with block grant monies only if (1) it .'fere ,sho,,!, 

that other federal assist~ce was not available for su~h programs, and 

(2) the social services undertaken with the block graJ:lt funds support,ed 

physical development programs. (This provision constitutes Section 105(a)(8) 

of the act.) 

The official position of BUD on its review of first-year-apPlications,~ 
1 c' " 

i.e., that the department should take an essentially "hands-off" approach, 

appears from our data not to have been applied consistently on th~_issue of 

social services spending. In some cases, interpretations by local BUD ­

officials resulted in cuts in allocations for social, services a The associate 

for Harris County and Houston, Texas" for example, reported that the BUD ", 

area office in Dallas "strongly discouraged" the use of CDBG funds for 

social services. Harris County's application was instead translated by the 

Dallas office "into the .vocabulary of bricks and mortar." As a result, CDBG 

funds were allocated for the construction of multi-purpose social-service 

centers rather than for the direct provision of services. The Dallas are,a 
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office also objected to the appropriation by Houston of 20 percent of 

their block grant for social-services programs previously funded under 

the model cities program; the area office based its obj ections on the 

grounds that tJ;ese social-services programs were "not in direct support 

of eligible physical development activities." This objection was eventually 

over-ridden in Washington after c1ty off1cials protested directly to the 

Office of the Secretary. A similar stand on funding for social services 

is reported by the associate for Lansing and East Lansing, Michigan. 

In Seattle, a HUD official on temporary assignment to the city's 

community development coordinating office referred in an interview with 

the field associate to the "mandated eighty/twenty split" between capital 

and social projects as having determined the proportion of funds allocated 

to social services in the city's CDBG application. 

From other localities, associates reported that allocations by local 

officials for physical development were justified to those who advocated 

greater spending for social services in terms of the 20 percent limita~10n 

in the Senate bill. The associate for Raleigh, North Carolina, for example, 

indicated that government officials and the citizens' advisory committee, 

fundamentally in agreement on neighborhood conservation and housing 

rehabilitation priorities, agreed on a limit of 20 percent of the budget 

for social services despite requests from citizen groups to increase that 

proportion. 

Looking at these two background issues together, the national 

objectives and permissible uses, because they ar" so general, appear not 

to have constrained recipient jurisd1ctions. On the other hand, one 
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limitation not stated in the legislation -- namely, the Senate's 20 

percent limit on social services spending~ trans~ormed into general terms 

in the final act -~-does seem to have influenced local decisions about 

the uses oT CDBG funds. 

FIELD RESEARCH ANALYSIS OF THE FISCAL EFFECTS OF BLOCK GRANT FUNDS 

In analyzing the fiscal effects of CDBG funds, the associates sought 

to answer a d~ificult question: What did CDBG funds enable recipient 

governments to do that they would not otherwise have done? An important 

aim of this analysis has been to identify how and to what extent CDBG 

funds have been used to pay for activities that would have been undertaken 

and paid for from other revenue sources if there were no CDBG funds. 

These effects, referred to in our monitoring studies as "SUbstitution effects, It 

occur under' all types of fiscal subventions. The associates classified 

fiscal effects under main headings -- new spending, program maintenance, 

and suostitution effects. The three categories were subdivided and defined 

as follows: 

1. New spending effects 

(a) . New capital spending spending for capital projects 

or the purchase of equipment that, without block grant funds, 

would either not have occurred at all or would have occurred 

at least one yea-r later; and 

(b) New or expanded operations -- operating expenditures 

initiated "or expanded with block grant funds. 
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2. Program maintenance effects

(a) COlIl1llunlty development program continuation -- the allocation

of CDBG funds to ongoing programs formerly funded by grants

folded into the CDBG program; and

(b) Contiriuatlon of non-colIl1llunity development federally aided

programs -- the allocation of CDBG funds to ongoing programs

formerly funded by grants not related to COlIl1llunity development

that, without block grant funds, would now be cut back or eliminated.

(c) Other program maintenance -- the allocation of CDBG funds

to ongoing programs formerly not federally assisted that without

CDBG funds would now be cut back or eliminated.

3. Substitution effects

(a) Increased fund balances -- allocation of CDBG funds to

ongoing programs, with the net effect of increasing fund balances.

(b) Avoidance of borrowing -- substitution of CDBG funds for

borrowing that would have been unaertaken in the absence of CDBG

funds.

(c) Tax stabilization -- the use of CDBG funds to finance existing

programs, with the result of avoiding a tax increase that otherwise

would have been necessary and approved.

(d) Tax reduction -- the use of block grant funds to finance

ongoing programs, with the net result of keeping up the

jurisdiction's own resources and thereby permitting a

reduction in the tax rate.
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CDBG and General Revenue Sharing Compared 

Readers familiar with the Brookings Institution stuCly of general- ': 

revenue sharing_will note a similarity-in the fiscal-inc2dence framework 

used in this study.!-.! However, while both studies examine new spending 

and substitution uses, program maintenance, included under substitution 

effects in the general revenue sharing study, is treated separately'here. 

This reflects different expectations about the fiscal effects of the revenue 

sharing, and block grant programs. Substitution effects can be_expected to 

be higher under general revenue sharing because the legislation's purpose 

is broader; it is not limited to a single functional area of state or -local L'1 

spending. President Nixon, in signing the revenue sharing law in 1972, ' ,~ 

referred to general revenue sharJ.ng as a "new source of revenue for' state 

5 / 
and local governments. tr 

- General revenue sharing was 'designed and enacted 

to provide general assistance for state and local governments. There is 

no application process, and the permitted uses cover almost the entire (, 

gamut of state and local governmental activities. 

In light of the fact that general revenue sharing funds are seen ~ 

as "new" Eoney -- that is, not derived from prior federal programs -­

local off2cials are clearly in a position to use them to maintain current 

program levels while stabilizing or even reducing taxes. Also, because 

shared revenue is considered new money not related to any pre-existing 

programs, there is no anticipation of involvement in the allocation 

decisions by existing local bureaucracies or groups of program specialists. 

In contrast, the CDBG program, because it has subsumed seven existing 

grants, was frequently regarded as "old" money in a new form. In many 
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communities, bureaucracies that had administ!=re.d_ th~ :t:olq,ed-in programs were. _ f 

still in place when "he new program was launched in 19750' Tliey could be 

expected,to have, or at least seek, an influential role in the local' '~J 

allocation process. Although the objectives of the program are broad,', 

recipient 'jurisdictions are, clearly directed to use these-funds,'for purposes­

of connnuntty development. There is, in fact, an explicit statement of 

congressional intent that the ongoing level of local financial support for 

connnunity development activities not be "substantially" reduced. §/ Thus, ,"


for local officials, whose jurisdictlons have had a significant amount of "


prlor experience under folded-in grants; a likely course anticipated 'under' ~,


CDBG was to continue existing connnunity development programs and projects.


On the other hand, for jurisdictions wlth Ilmited or no prlor program experience~


new spending for connnunity development activities was 'anticipated.


These expectations are borne out by the data. New spendlng and program 

maintenance are far more prominent fiscal effects of the block grant program 

than are substitution effects. For the sample as a whole, more than '53' ", 

percent of the first-year allocations were for new spending purposes;' almost 

32 percent were for program maintenance and 7 percent for substitution 

effects. New capital spending and connnunity development program continuation 

are the two largest fiscal effects for all types of recipients.' The net 

flscal effects in the sample jurisdictions are shown in Table 7-1. 

" 
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Table 7-1. Net Fiscal Effects of CDBG Allocations in the Sample Jurisdictions,

by Type of Recipients;2:I in Mean Percentage Indice,,:2.!

. ; , , , ,-

Non-metra-
e Metropolitan Jurisdictions politan All

Central Satellite Urban juris- juris-
Fiscal effect cities cities counties dictions dictions

New spending 49.1 52.9 44.9 74.0 53.3

New capital 34.8 33.3 27.2 57.9 37.1

New or expanded operations 14.3 19.6 17.7 16.1 16.2

Program maintenance 44.0 25.1 17.3 19.3 31.9

Community development
program continuation 42.1 11.3 16.3 17.8 27.9

Non-community development
federally aided program
continuation 1.1 .2 1.0 y- .7

Other program continuation .8 13.6 0.0 1.5 3.3

Substitution 3.4 16.7 5.9 4.3 6.6

Increased fund balances 2.4 _ 5.3 2.5 0.0 2.6

Avoidance of borrowing .7 10.0 3.1 4.2 3.5

Tax stabilization .3 - 1.5 .3, .1 .5

'Tax reduction y 0.0 0.0 0.0 y

Other y 0.0 1.5 0.0 .3

Unallocated 3.5 5.3 30.4 2.4 7.9

Source: Field research data.
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Table 7-1. (contlnued) - -, 

~ For purposes of this chapter, the sample includes twenty-nine central 
cities, twelve satellite cities, ten urban counties, and nine non-metropolitan 
jurisdictions. Two jurisdictions in the sample (Florence and Columbia, South 
Carolina) are not represented in this table because data from them was not 
available at the time this chapter was prepared.. 

-'EJ The mean percentage indices of fiscal effects are -unweigJite1i; that is, 
they are not weighted to reflect different population sizes of sample units. 

E! Mean percent index less than .1. 

•
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The fiscal effects framework for the first-year CDBG allocations 

contains two residual categories. ,One, "Other Net Effects," is for 

effects not reportable under the new spending, program maintenance and 

substitution .categor~es. The second J.8 for amoilllts "unallocated,1I that is, 

the balance of the total block grant which, in the judgment of the associate, 

net fiscal effects cannot be allocated. Five of the ten urban county 

governments in the sample directly administered less than the full amount of 

the block grant funds received for- the first year. The "unallocated" 

category for these jurisdictions represents the proportion of block grant 

funds passed through to cooperating municipalities for their direct 

allocation and administratiollo 

These data contrast quite sharply ! those found for general revenue 

sharing. For the fifty-seven local govert lts in the Brookings general 

Jrevenue sharing-monitoring study, the mean for substitution effects in the 

initlal period of the program (December 1972 through June 1973) was 29.9 

percent;' in the first year of the CDBG program, it was 6.6 percent. Program 

maintenance, on the other hand, is much hlgher for CDBG 31. 9 percent 

,~s against 12.6 percent at the beginning of the general revenue sharing 

program.lI For both the general revenue sharing pnd block grant programs, 

however, new spending effects are high, in both cases representing more 

than 50 percent of all fiscal effects. 

Expressed in unweighted mean percentages, the fiscal effects data can 

be interpreted as reflectlng different kinds of declsions on the uses of 

block grant funds. These data are not, however, indices of actual dollar 

allocations. To illustrate: Evanston, Illinois, with an entitlement 
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allocation of $222,000 was jUdged by the field associate for that 

jurisdiction to have allotted 35.1 percent for new capital spending; 

likewise, Cook County, Illinois, with an entitlement of $3.25 million, 

was found to have allocated 18 percent to new cap1tal spending. The 

unweighted mean for the two cases is 26.6 percent. This summary statistic 

factors out the skew1ng effect that Cook County's proportionately larger 

entitlement amount would have if the actual dollar allocat1ons for Evanston 

and Cook County were directly compared. Data for all of the sample 

Jur1sdictions, including their f1scal pressure and level of previous 

experience under the folded-in grants, are presented on this basis in the 

Appendix vi1-A table at the end of this chapter, highlighting for each unit 

its major fiscal effects. 

When the f1scal effects of CDBG funds for the sample units are 

computed on the basis of aggregate dollar allocat1ons, rather than unwe1ghted 

means, the result1ng pattern, as would be expected, reflects the domination 

of the largest units in the sample. Although new spending and program 

maintenance are the most important fiscal effects, program. maintenance 

effects are higher than when total dollar allocations are used. Readers can 

note in the Appendix vii-A table that larger central cities tend to have 

more extensive prior experience and to allocate larger dollar amo1Ults for 

program maintenance purposes. A summary comparison of the two types of data 

are shown below: 
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Mean percentage for

all sample jurisdictions


Fiscal effect Unweighted Aggregate dollars 

New spending 53.3 

Program maintenance 31.9 

The interpretation in this chapter on the uses and fiscal effects of 

CDBG funds relies mainly on unweighted mean data. The net effects are 

related to several standard variables, including, among others, fiscal 
, > 

condition and the previous program experience of the recipient uni1;s under 

the folded-in grants. 

Field associates were asked to gauge the fiscal pressure on the 

sample un~ts at the _time of enactment of the Housing and Community 

Development Act. The classifications are extreme fiscal pressure, mo~derate, 

and little or none. The definitions used were extensively discuss~d by 

the associates at the,first conference. Nine jur~sdictions were classified 

as being under extreme fiscal pressure, thirty-six as being under moderate 

pressure, and fifteen as having low or no fiscal pressure. These classifi­

cations were care:fu.lly reviewed in the coding and questions were raised 

w~th associates to help assure consistency of treatment. 

The variable "level of pl;'evious experience" is expressed in terms of 

the ratio of the average per capita amo~t received by each unit under all 

of the folded-in programs to the national per capita mean. , The national 

per capita mean of $17.63 is the denominator in the previous experience 

ratio. Jurisdictions were grouped as follows: 
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Previous experience level Ratio value

High Over 150 percent

Moderate 50 to 150 percent

Low Over 0 to 50 percent

None o

For the sixty sample jurisdictions whose fiscal effects are analyzed

in this chapter, twenty-six units were classified as having a high level

of previous experience; eleven, a moderate level; seventeen, a low level;

and six, no previous experience. These groupings by type of jurisdiction

are shown below:
Level o~ previous experience

NoneHigh Moderate Low

Central cities 15 11 3

Satellite cities 4 7

Urban counties 2 7, ' -

Non-metropolitan 5

l

,1

: 4

_. ,

New Capit~ Spending

New capital spending is the largest individual category of net fiscal

effects, representing 37.1 percent of all allocations for the entire sample

(see Table 7.-1) and 70 percent of the combined new spending effects categories.

For seventeen jurisdictions, theseallocations

Fifty-five of sixty units in Table 7-1 devoted some of their block grant

f
. 8/or new cap~tal purposes.-

,
new capital uses represent more than half of all their allocations; these

units are listed in order of diminishing proportions of new capital spending

in Table 7-2. The thirty-eight units in which new cap~tal spending represents

less than half of the uses are shown in Table 7-3.
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Table 7-2. Sample Jurisdictions with 50 Percent or More New Capital

Spending from CDBG Funds, Ranked in Descending Order

New
Level o:f capital Percent
previous amount o:f all

Population program a/ (thousands alloca-
Jurisdiction (thousands) experience- o:f dollars) tions

Plainview, Tex. 19.6 N 182.0 91.0

Denver, Colo. 514.7 H 13,772.8 86.8

Pulaski County, Ill. 8.7E! N 250.0 83.3

Miami Beach, Fla. 87.1 M 450.0 79.8

DeKalb County, Ga. 415.4 L 644.5 78.1

Casa Grande, Ariz. 10.5 N 175·0 74.5

Mount Vernon; N.Y. 72.8 H 1,919·0 74.1

Roanoke Rapids, N.C. 13.,p N 597.4 73.3

Huntington Beach, Cali:f. 116.0 L 335.0 72.8

Charlottesville, Va. 38.9 H 695.9 66.2

Durham, N. c. 95.4 M 1,510.6 63.4

East Lansing, Mich. 47.5 M 101.8 62.1

Marlborough, Mass. 27.9 H 625.0 58.5

Pittsburgh, Pa. 520.1 H 9,485.0 57.7

Portland, Me. 65.1 H 2,848.3 54.0

Boston, Masso 641:.0 H 17,227.5 53.6

Raleigh, N.C. 123.8 L 782.5 50.1

Source: Field research data.

~H: high previous experience; M: moderate previous experience; L: low
previous experience; N: no previous experience.

£./The :five-county consortium's total population is 58,266. The grant amount
used 1n this report is that :for the entire consortium.

~The :four-city consortium's total population is 18,700. The grant amount used
. in this report is that :for the entire consortium.
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Table 7-3 . . Sample JUrisdictions with up' to 50 Percent New Capital

Spending from Block Grant Funds, Ranked in Descending Order
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I,

Jurisdiction _~ . _._

Harris County, Tex.

Mi8.J!U, Flao

Lansing, Mich.o
...

A1:ma, Mich.

Atlanta, Ga. . ,

San Jose, Califo

New York, N.Y.

Evanston, IlL
, "

Houston, . Tex.

Cambridge, Mass.

Jacksonville, Fla.

Allegheny County, Pa...
Rochester, N.Yo

Lubbock, Tex.

St. Louis County, Mo.

Scottsdale, Ariz.

,Seattle, Wash.

Cleveland Heights, O.

Sioux Falls, S.D.

Santa Clara, Calif.

-,
. ,
-

Population
(thousands)

1,74L9

43400

13404

906

495.5

45909

7,895.6

7908

1,232.8

100.4

1,60500

295.0

149.1

735.9

67.8

530.8 ­

60.8

72.5'

8601

Level of
previous
program

experience*

N

M

H

H

H

M

M

L

M

H

M

H

H

H

L

H

M

N

H

L

New
capital
amount

(thousands
of dollars)

473.7

1,53000

3,244.6

234.6

8,35LO

2,725.0

34,24800

.18•0

4,639.0

1,736.0

166.0

2,051.0

4,640.0

1,655.0

618.5

520.6

--3,142.6

38.0

872.5

95.0

Percent
of all

alloca­
tions

49.3

48.3

4606

44.5

44.5

41.4

37.8

35.0

33.5

32.0

31.8

31.6

31.0

30.4

28.4

27.0

26.8

26.6
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Table 7-3 (continued)

New
Level of capital Percent
previous amount of all

Population program (thousands alloca-
Jurisdiction (thousands) experience* of dollars) tions

Los Angeles, Calif. 1,862.5 M 8,136.7 21.1

St. Louis, Mo. 662.2 M 3,961.2 26.1

Los Angeles County, Calif. 7,042.0 L 3,645.1 25.2

Minneapolis, Minn. 434.0 H 3,930.8 23.4

Cleveland, O. 750.9 M 3,750.0 23.3

Worcester, Mass. 176.6 H 1,354.2 22.4

Lakewood, Colo. 92.7 L 50.0 22.1..
Chicago, Ill. 3,369.3 M 9,450.0 21.9

Phoenix, Ariz. 581.6 L 542.0 21.0

Cook County, Ill. 5,493.7 M 585.0 18.0

Bangor, Me. 33.6 H 187.0 16.0

East Orange, N.J. 75.4 H 378.5 15.0

Newark, N.J. 381.9 H 3,077.9 15.0

Dade County, Fla. 1,267.8 H 3,200.0 14.8

Carbondale, Ill. 22.6 H 414.0 14.1

Orange County, Calif. 1,420.4 L 190.2 14.0

King County, Wash. 1,156.6 L 152.5 10.1

Philadelphia, Pa. 1,949.0 H 5,209.0 8.6

Source: Field research data.

* H: high previous experience; M: moderate previous experlence; L: low
previous experience; N: no previous experience.
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Although fiscal pressure was very important in interpreting the

pattern of net fiscal effects for general revenue sharing, it is not as

useful as an explanatory variable for the CDBG program. Governments under

Ilttle or no fiscal pressure were found to have made much more extensive

use of general revenue sharing funds for new capital purposes than govern­

ments under moderate or extreme fiscal pressure; conversely, governments

under greater fiscal pressure were found to have allocated more of their

shared revenue for substitution purposes.

For the CDBG study, the relationship between fiscal pressure and net

fiscal effects was not as clear-cut. Excludlng urban counties which passed

on large portions of their CDBG funds to municipalities, governments under

little or no fiscal pressure in the CDBG sample allocated larger proportions

of their first-year CDBG funds for new capital purposes (41.5 percent) than

governments under extreme fiscal pressure (29.9 percent). However, govern­

ments under moderate fiscal pressure allocated 44.1 percent to new capital

spending, a hlgher proportion than units under little or no fiscal pressure.

Also in striking contrast with the general revenue sharing study is the

finding that governments under extreme and moderate fiscal pressure allocated

smaller proportions of their CDBG funds for substitution purposes than those

under little or no fiscal pressure.

It is possible, of course, that these findings for new capital

allocations and fiscal condition will begin to more closely resemble the

general revenue sharing pattern in the future. The conclusions to date,

however, support the expectation that the legislation would encourage

allocations for new capital purposes. This finding is reinforced by data

presented in the sections that follow, on new operations and program

maintenance uses of CDBG funds. Much of the planning (classified as new
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operations) under CDBG relates to capital projects; likewise, block grant 

funds used to,continue_ongoing urban renewal projects also involve capital 

\expend~tures.,"·Suchemphases on capital uses appear to be in-line!with the 

basic"principJ::e of the block grant, i.e., to provide greater- flexibility 

but at the same time have federal ,funds targeted on the broad functions of 

community development, primarily for purposes-of physical-development. 

This concl.usion - doe·s not, hmrever, take into account other aims of the 

CDBG program -~ for example, the desire'to direct spending toward persons 

of low and moderate income. (This subject is taken up in Chapter 8.) 

In all fifty-five sample units that allocated funds for new capital 

purposes, spending for public facil~ties (for example, centers for health, 
- ... 

recreation, and community activities) and for housing rehabilitation (both 
, ,'­

loans and grants) accounted for two-thirds of total new capital allocations. 
J .' , , - , 

Fifteen percent was devoted to spending for "public improvements" (streets, 
- " 

sidewalks and sewers) and 12 percent for property acquisition. Of the

~ :•.. ~.r_.~~


seventeen units allocating more than half of their funds for new capit~

, . 

spending, seven had high levels of previous experience under the folded-in 

programs, almost exactly the same proportion of high-experience un~ts as 
- _.>' : " 

for the total sample. 

Looking at the new capital spending data in the aggregate, it is 

necessary to consider whether and to what extent these uses resemble the 
. l. • 1 

kinds of cap~tal projects undertaken under the previous programs. Two 

general observations can be made. First, a focus on conservation and , 

rehabilitation, rather than on land acquisition and new construction, 
i .. ' j" ':! 

emerges. Second, the location of these new capital uses indicates a distinct 

shift away from the typically more concentrated geographical pattern of the 



261 

urban renewal program. These two findings are interrelated. The net 
r 

result is that new capltal spending under the CDBG programs tends to have 

a geographical spreading effect, particularly evident in,plans for 

so-called "neighborhood conservation programs." Thls spreadlng effect 

is also ~scussed_i~ Qhapter 8 for the income-group incidence of CDBG 

allocationB and in Chapter 9 for the use of these funds to leverage 

private investment capital for community development purposes. 

Illustrative Field Observatlons 

The general findings about new capital uses of CDBG funds become 

more meaningful with a closer look at information from the fleld. 

Presented in this portion of Chapter 7 are capsule descriptions from 

the field research reports on the new capital uses in six recipient 

jurisdictions. " 

New Capital Uses by Central Citles with Hold-harmless Entitlements. 

The first two recipients profiled are central cities, Boston and 

Pittsburgh. (See Capsules 7-1 and 7-2 on the following page.) Both had 

high levels of previous program experience and thus were hold-harmless 

entitlement jurisdictions. Each allocated more than 50 percent of 

first-year CDBG funds for new capital purposes. Since this is the first 

presentation of case data, these capsules go beyond the presentation of 

the new capital uses per se, to lllustrate the kinds of considerations 

.that influenced the block grant allocation process. (Material in quotes 

in all capsule descriptions in this chapter is taken directly from field 

associates' reports.) 
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Capsule 7-1. Boston, Massachusetts


Population: 641,000

Central city with hold-harmless ,entitlement

Grant amount: $32,108,000 (New capital 53.6 percent)


The foc;"s in'Bo~ton of the first"year,6i'tlie,CDJili.program-was-bn", 
neighborhood stabi:l:ization., A city )d~h J:!igh unemJ2.10Y:'!,,:nt, a J;igh pro~erty 

tax rate, a recen'tly-reduced borrowing ra-cing;-"and facing a projected loss 
under the full CDBG formula, Boston allocated a large portion of its grant to 

- , l ' , - ,.. • ,

capital projects outside the former model cities 'and 'urban renewal areas; ­
"There was an explicit desire on the part of the mayor's office to provide 
some v1s1ble artifact ln 'each neighborhood of the allocation of these funds-­
street lights, parks, ,sidewalks, community facil~ties, trees.~ A spr~ading 

, ~,. - - ... •• - ".. <'V - .~. , ~-1 
effect is reflected not only in spending for pUblic facilities and improvements, 
which totaled abo,,:t, $6 mi+lion, but ,also, for, the. $7.25 milllOn housing reh"bili ­
tation program:' Housing reliabilitation was carried'out in neighborhoods through­
out the city. As discussed in Chapter li, Boston utilized a c1tizen participa­
tion strategy of eighteen "Little 'City, Hal;!.';." The' associate reported that " 
in a mayoral election y-<;ar a,spreading effect could have been predicted. Much 
of Boston's $3.5'million dollar allocation for n~w operations went'to support 
neighborhood stabilization. More than $2 million was allocated for planning 
and management, $i~inHlion:' for po1:ic'emen to' 'patrOl neighborhood and business 
d1stJ:'icts on foot. "The block grant bUdget presented an opportunity foJ:' the 
mayor to exercise' his d.rs~ietion''dnd t"o' distribute money his way rathe"r thaD:- HUD' s. II 

Capsule 7-2. Pittsburgh, Pennsylvania 
- " " , 

Population: , ,.~~0,0.89., ,~" , ,,-, , < _ • - , n' ,~_,,_,

Central City with nold:'hatIn1ess'entitXement" -

, ' .', '':.l '


GJ:'ant amount: ,.,$16,429,,000 .lNew.capital 57.7 peJ:'cent) 
~ '"
,I.~_._._..~' : ,~ : _. '.,; __ -_~ ... 

Pittsburgh, had, eJ,<tensive categorical grant experience, paJ:'j;iculaJ:'ly in 
the urban renewal and model cities 'programs,.. Even before the' advent of tlie 
block grant program, the city was, in the pJ:'ocess of phasing out its urban 
renewal and model citie's ·pro~a.m:s, which ¥officials viewed as -"too expensive. 11-· 1 

City leaders, strongly committed to fiscal conservatism and the maintenance 
of a budgetary' ~urplll.s,'ihowed ."a wilIingn~ss ;to 'tindertake only those programs 
of a capital nature that can be completed within a short period of time, and 

',' ,1,.." ~ ( ~ , ' r" ~ - ­
1mpose only the nanimal-and 'necessary operating cost to 'the city.Q The 
emphasis was. on capit,al ,impJ:'ovements .rat"er than new facilities. With CDBG 
funds, improvements· were made -to I-existing recrea.tional centeisl~ playgrounds; 
swimming pools~ and senior citize~s'-centers. For example~ no new recreation 
facilities that could lead eitheJ:' to 'a 'CLang-term financial'commitment 'oJ:' to" 
continuing'operating costs were included in the block gJ:'ant applications. No 
new operations were undertaken with'block grant funds. The ,underlying conceJ:'n 
in the alloca'tion of funds was twofold: (l) to avoid expanding progJ:'ams beyond 
what could be accomplished, entirely with CDBG-funds so thai;-, in the event toe 
grant were suddenly withdJ:'awn, the city would not be burdened with the cost 
of such programs; and (2) "to,prevent the fuJ:'ther decline Of gaod J:'esidential 
areas which weJ:'e excluded under the oCLd categorical gJ:'ant progJ:'ams·." 

http:,.~~0,0.89.
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: ' 

..... , ,. 

New Capital Uses by Discretionary Units. A significan~,portion 

of CDBG funds are.not allc£ated by"formula und",r RUD's "veto-only" 
_. f '. _ ..l • ~ 

.~ ~. +) - l'• , 

application process. Chapter 3 points out that 11 percent of,. " - - ' , - ~ 

these funds 'in the first year were distr~buted on a discretionary 

basis<21. ,Wna't d,iffer7rice dOi;'sJtli~ '':''-ew 'prog..~ 'make for' these recipi~r;t ' 
~ ',-' 

jurisd1ctions?' Although the ,.sample ,contains o~ly ':f?ur di~cretionary 

recipients (all non-metropolitan), fieid ;bservations of their 
. , ~ -.' 

experience suggest an ,an,swer to thi~ question•. For discreti'ona~y 
. , 

, " I • 

grant recipie~ts under 'the' CDBG'program" the new program appears to 
.•• - j. " • 

;;: , ,', ~ J "" i 

make,little difference in their relationship:io the federal government, - -, .' - '~-~ ~ ~'

from what were standard procedures und~r the folded-in grant programs. 

All four non-metropolitan discretionary uriits i;{· the sample 'used more, 

than 70 percent of their CDBG funds for new capital purposes; reflecting-;­
'; , " I • ' .' ' . ,-. - , \ 

RUD's apparent preference foi'new capital'spemding 'with CDBG'furids., - '" 

The influence or the' f~der,Q agency' a;>-d"the' esslmtially "categorical" 

nature of the transaction for: the~e units 1S shown by th~ fi~ld ds:ta 

, -­
Capsule descriptions -for two' of the fom- non-metropolitan jm;isdictfons 

. • _ I , l 

, 
in the sample, witl\ an empJi';:sis 'on the' i';tergo~er~ental r~lat1OIish1:P . . ... -~. '. -' 

invoiv~d, are pre~ented here. Capsule~ 7-3 ';"d 7:'4 deal--with Pu~as~i 
' 

County, Illinois, and Casa Grande, Arizona. 

,­ " 

., ' 

" 

t, 
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Capsule 7-3. Pulaski County, Illinois

Population: 8,741*
Non-metropolitan discretionary county '.
Grant amount: $300,000 (New capital 83.3 percent)

Five rural counties 1n southern Illinois (Alexander, Johnson,
Massac, Un10n, and Pulaski) applied for a discretionary.grant, with
Pulaski County serving as the lead agency. This area at the extreme
southern tip of the state has been characterizetl in. recent years by
problems stemming from a decline in agricultural activ1ty and an"
emigration o.f population, especially the young. The five counties
hoped to use·their CDBG funds primarily to improve public facilities
(roads and water systems), which would encourage economic development
and thereby reduce a "growing incidence of poverty and pUblic
dependency. II The fiscal problems of these I jurisdictions were seen as
precluding ~heir undertaking such improvements out of local revenue
sources.

"RUDIS response to the pre-application 1ndicated very clearly
that only two programi--senior citizens and a limited demolit10n program-­
had a real chance of funding." The fwal application reflect'ed RUD's
priorities.. According to the associate, ".. .. . in this sense, the .
discretionary program takes on all of the earmarks of the categorical
approach. II

.' .
Keenly aware of the fiscal situation, with no assurance that federal

funds would be forthcoming in the future, county officials were interested
in proJects that would not involve future commitments of local funds. Of
the total grant, over 80 percent was used to acquire and renovate buildings
for senior citizen programs to be adm1nistered by pr1vate non-profit
agencies. Another $50,000 of the grant went largely for planning and
management of new projects, and for the demolit10n of vacant houses.

* The five-county consort1um's total population is 58,266. The grant amount
used in this report 1S that for the ent1re consortium.
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Capsule 7-4. Casa Grande, Arizona 

Population: 11,000 
Non-metropolitan discretionary c~ty 

Grant amount: $235,000 (New capital 74.5 percent) 

" 
Located midway between Phoenix and Tucson, Casa Grande recently 

experienced a rapid increase in population; it grew by 5,500 ~n five 
years. The town has substantial areas of poverty and a 1971 mean 
family income 11 percent below that of the state. Mexican-America;'s 
account ,for 28 percent of. Gasa, Grande I s population;, Blacks and 
Indians comprise another 10 percent. 

Casa Grande I s application for discretionary funds "was tailored 
to meet JlUD area office demands." Although the city had hoped to be . 
awarded aid for property ac~uisition and parks, the application was 
modified to include only cap~tai spending for housing rehabilitation, , 
which accounted for three-fourths of the first-year grant. According 
to the field associate, "For all intents and purposes, the iinally 
approved version of the appl~cation was perce~ved by the local 
off~cials to be categorical. The funds were,new, to be spent for a 
l~mited purpose in accordance with federal directiyes and regulat~ons. 

Although forms and procedures may be different, I see no meaningful 
difference between the process Casa Grande has gone through and any other', 
categorical grant re~uest. I know that it is the way local officials 
perceived the process." Although local officials would have preferred 
to share the benefits of this grant with all residents in need of housing 
assistance, JlUD re~uired the selection of a specific target area. 

The balance of the first-year grant was allocated to operation~ 
to support housing rehabilitation; $33;000 was allocated for, code . 
enforcement, $27,000 "for plann~ng and management. 
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New Capital Uses by Urban Counties. It was anticipated that the 

inclusion of urban counties in the CDBG program would "alter many 

traditional roles, responsibilities and relationships>" 10/ Nine of the 

ten urban counties In the sample allocated some CDBG funds for new 

capital purposes,11/ with proportions ranging from just 10 percent (King 

County, Washington) to more than 75 percent (DeKalb County, Georgia). 

Although it is early to jUdge, the data available thus far suggest that 

the anticipated changes in "roles, responsibilities and relatlonships" 

are occurring. As a general rnle, direct new capital uses of CDBG funds 

indicate a willingness on the part of county governments to assume greater 

responsibility for the provision of urban services.Jgj 

Among the sample urban counties, Harris County, Texas, and DeKalb County 

allocated the highest proportions (49 percent and 78 percent, respectively) 

for new capital spending. For both of these county governments, there are 

two important impllcations in their new capltal uses of CDBG funds. First, 

such allocations represent speclal attention to the needs of persons living 

in the most impoverished areas of the county. Second, the new capital 

projects funded ,~th first-year CDBG funds In many cases are expected to be 

a prelude to a larger role for county government in providing human services, 

in contrast wlth traditional public works. (For a discusslon of county 

strategy to enlarge its traditional role~ see Orange County, Callfornia, 

Capsule 10-3, Chapter 10.) The following capsules (7-5 and 7-6) on DeKalb 

and Harris Counties illustrate these points. 



267 

Capsule 7-5. DeKalb County, Georgia 

Population: 344,621 
Urban county 
Grant amount: $840,000 (New capital 78.1 percent) 

DeKalb County, according to the associate, "is regarded as the 
wealthiest county in the southeast." Rapid population growth from 1950 
to 1970, mostly caused by immigration of major companies to the Atlanta 
area, stimulate<i county government efforts to provide services for the new 
areas, generally at the expense of the older sections of the county, 
populated mostly by Blacks. "So the poor, who once lived in rural areas, 
found themselves in the middle of an urban county but were still unable 
to get county services. In many cases, development around the poor areas 
made life_ worse for their residents. Jt 

County officials, however, working largely in the unincorporated 
areas, which according to the Atl_anta Cons-,;itution, "include 21 miles of 
unpaved streets, 2,275 houses that are dilapidated beyond repair and 
countless numbers of' streets 1lith poor draiuC'l.ge and no sewer lines, II 

allocated most of the block grant funds for road and drainage improvemen-,;s, 
and for site acquis1tion for a multi-purpose social-services center, and 
three centers for senior citizens. According to the associate, th~s 18 

the first time since 1890 that funds have been used for capital improvements 
in the older a~eas of DeKalb County. 
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Capsule 7-6. Harris County, Texas " ' 

Population: 1;741,900 
Urban county 

,~~Grant amount: $961,000 (New capital 49.3 percent) ., 

Harri~ County is a rapidly growing, affluent urban coUnty w~tli no 
previous involvement in the folded-in programs., "Traditionally, the 
county has maintained a low profile in human services-_a federal court 
recently mandated improvement of its substandard jail system--and 
evidenced a general distrust of any involvement in retleral pt;grams\"" 

Having qualified as an eligible urban county, 'Harris officials 
decided to app,ly for the CDBG funds, which they viewed as "free money." 
The Harris County Connnunity Action Agency, one of the few organi-zations 
with grant experience and county-wide visibility, ',as hired to develop 
the application. To satistY HUD's emphasis on physical improvement and " 
the local organization's concern for the development of services in the 
poorer areas of the county, the major use of the allocations was the 
construction of neighborhood centers offering senior citizen services 
and educational programs. The 'development of such centers may, in the 
associate's v~ew, "be an important first step in systematizing and 
coordinating the delivery of human 'services to needier areas of the 
county.. fI 

A further sign of this new interest is th~ allocation of 26 percent 
of CDBG fUnds to such operations as neighborhood clean-up and beautification, 
including ~h~ removal of refuse in the poorer sections of the county. 

, , 



New or Expanded Operations F 

Although fifty-nine units (almost the entire sample) made CDBG 

allocations for new or expanded operations, the average.al~ocation 

for these purposes was only 16.2 percent -- less than half th~t for 

new capital purposes, ,a.s .shown in Table 7-1, For all but SlX of the 

fifty-nine units, ,t!i.ese ,a},locatfons constitute les,\ than one-tpird of 

all allocations. For the six with allocations oyer one-third, our 

findings for new operations are similar to those for.. new'capital 
~. . 

spending, namely, a spreading out of CDBG benefits on a community-wide 

basis. 
, 

As in the case of new capital uses, in jurisdictions with high 

previous experience ,in the folded-in grants (notably Cle~eland and Atlanta) 

new operations spending patterns provide evidence of a spreading effect of 

CDBG funds ..,Jhe spr,ea;:l:irig lof funds Was also found for Houston, which had 

a large model cities program, but no urban renewal program. For two 

satellite cities with little categorical experience (Evanston, Illlnois, 

and El Monte, California), new spending reflects the dominance of local 

considerations in community development declsionmaking. In King County, 

Washington, uses of CDBG funds indicate an increased commitment to the 

provision of urban services. For the six jurisdictions allocating more 

than one-third of first-year CDBG funds to new or expanded operations, 
I 

a brief description of the types of programs funded is presentea in, 
Table 7-4. 
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Table 7-4. Descriptions of Activities in Units Allocating More than

One-third 'of First~year CDBG Funds to New'or Expanded-Operations

Jurisdiction
"

Cleveland, O.

El Monte, Calif.

Atlanta, Ga.

c 1 • --

Houston, Tex~ .

, New operations
as percent
of total

block grant

62.2

62.0

'39.0

Types of new operations.. ' - ~ -

Shift from concentrated funding for
community development in deteriorated
a.reas; now stress on revival of marginal
nei!\hbOrhoqds. Allocated major part of
grant funds for environmental health
programs, code enforcement, neighborhood
clean-up, property clearance, and social
services outside the prior-program target
areas.

New spending focused on planning for housing
and park~; also crisis-intervention training
for the police. 'Stress on planning said to
result from lack of previous, grant
experience of local government.

Funds were allocated for senior citizen
and youth p'rqgrams, housing, code enforce­
ment, credit counseling and' a high-risk
mortgage ,pool in low and moderate-income
areas of 'the city.

/o!ain new operational uses: maintenance of
vacant properties~ relocation assistance,
and environmental health programs in transi­
tional neighborhoods (i.e., outside,the
model cities area). Emphasis on housing
rehabilitation and i~proved city services
to target neighborhoods.

King County, Wash.

Evanston, Ill.

38.7

38:0

Allocations to operate community center,
health care center and <'lental care program
in the unincorporated 'areas. These represent
major shift in county government attitude
toward social-services projects.

Code enfo~dement' in target areas and city­
wide relocation assistance. With little
prior program experience and no ongoing
federally funded community development
activities, officials funded these programs
as components of its ongoing rehabilitation
program.

Source: Field research data.
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' . .- -' 

The most..,J.Inp!,rt~nt~ points that emergeJrQm !'-" eXam:i,nat!on of .new 

operational uses' of first-year CDBG-funds cmfce'rn' the ext'ent-t'o' which 
'.~' '­

they support the act's implicit emphasis on phYsip~l development. For 

all sample unit~-that allocated CDBG funds for new or expanded 

operat:j,."ms" nearly 60 p~rCe!lt of these allocations went for plaIfling and 

administ~ative activities~associaied~th capital projects. 
_. ,!., _~ _-~'c,.1· ~'" 

. ... r_-,_.,-~ 

Related to this fi~ding'is,~other important policy conclusion, 
- ~ -' .> 

~amely, the 'lack ,of emphasis, in' co~trast to the model cities ,program, 
, - "," -.­

1<', - • ,- ", 

on social service expenditures. 'Social services accounted for only 12 

percent of the total amount o~ first-year CDBG funds allocate4 for'new 
, .,. .• , ,_ 1 ~


, , ' .t, _ • - J. ~


ppera~ions._.The projects affected we~e.primarily recreational and health 
~.,' ._-~ 

-,
services for 'youtl} and senior citizens. The remainder of new or expanded 

operations -- 28 percent -- was used for a variety of purposes, including 
. .: ,l~" , - . 

. code eriforcem~nt and relocation': ': 
_ ',r c. ,1'('.: ",'_1'-'1 r r c·A'7 

. ,. Althougti:al16cation~to-in~tf~te'o; expand social-services programs 
, '-' ':>, - .:: \ ~ • 

did not account for a high proportion of new operational spending,.the 
- • - - - ',' > - " • • "....' 

'arrangements under:which these allocations were administe~ed should be 
• ~ " • l J' -." 1. ~ 

noted. Of'the tw€mty-foiir jurisdictions which allocated block grant funds 
, t I " .\. ' " 

. for" new social servideii,' two-tlii;ds" (sixteen units) relied on contracts- , - '.- . ~ 

with local non-;-profit agencies forl'rogram administration. This was found 
, ,. ". \. '" ' 

1 • to be a 'w;ell .esf~bl~S!led ~pproa:c~ on ,th~ part of the sample units. Under 

"'CDBG, 'the j?rograms'. ~ontracted f~r included tenant counseling, child care, 

health, recreatio~, chil~. ~.b.u,s,: Rr,eveni?i,on, and,>va,ious services for the 

elderly~ 
~:;J.' - , " 

., ' 

'.' ...... i';;':,t. _' I" 
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Maintenance and Continuation of Community: Development :Programs 

As shown in Table 7-1, program maintenance accounted for slightly 

less than one-third of all first-year allocations for the sample un1ts. 

Within the program maintenance group, the use of CDBG funds to continue 

cOIJl)llunity development programs previously supported by grants folded 

into the block grant progr~ was clearl~ dominant, accounting for 90 

percent of all allocations. Thirty-eight of the sample jurisdict10ns 

used some funds in this manner. In dollars, this meant that $29.70 of 

everyone hundred dollars for CDBG' was allocated for community development 

program continuation purpose.s. Nearly 14 percent Of that was spent for 

planning and management. 

As would be expected, the higher the level of previous experience, 

the greater was likely to be the proportion of CDBG funds allocated for 

community development program continuation. The twenty-six sample units 

with high previous experience allocated over one-half their funding for 

this purpose. TQe mean percentages for community development program 

continuation according to level of previous experience are as follows: 

No prev10us experience -- zero percent 

Low preY10US experience -- 11.9 percent 

Moderate previous experience -- 41.0 percent 

High previous experience -- 54.1 percent 

This pr.ogram-continuation effect 1nvolves (1) projects that were 

already in existence when the new program was initiated and that were 

continued essentially unaltered, and (2) new allocations for the same kinds 

of activities as those previously funded under the model cities and/or urban 

renewal programs. 
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The allocation 'of first-year block grant funds in Rochester,' :" ", 

'\ . .. 
New York, 'illustrates. thee'first type of program continuation. In 1975, 

Rochester's large, ongoing 'urban renewal program was close to"completion 
, , 

with respect'to lantt ac~uisiti~n and clearance activities; 'considerable' 

work still remained on planned public improvements. ' City officis.ls 
, , 

considered the completion of ~hese projects to have high priority. As " "'-, , 

a consequence, a substant-ial proportion of Rochester's block r'g~kht -'funds ;J 
. , 

. - ~ ,I:
went toward completing existing urban renewal projects. Minneapolis" 

.. ..~ . ,~....);. ."" 
Minnesota:, presents an example of the second kind of program continuation. 

Officials and citizens there agreed to use block grant funds f~r 
- (' , . 

,,-­certain social services (mainly day care centers and services f'o'r the/ . 
elderly) that had been initiated under Minneapoli's' model ';1ties' funding. 

For sixteen jurisdictions, the continuation of' programs previously 

funded under the folded~in connnunity development grants represented more 

than half of ali allocations.' These units are 'shown in Table 7-5. The 
, ' 

" remaining twenty-two units, for which this net effect 'was found' but which 

allocated less than half of their CDBG allocations in this manner, are 

shown in Table 7-6. 

" , 

." 

, , 



Table 7-5. Sample Jurisdictions with 50 Percent or More Community

Development Program Maintenance Effects, Ranked in Descending Order

Previous experience Hold- Community development
in prior programs harmless program. continuation

amount Amount Percent
Model Urban (thousands (thousands of all

Jurisdiction cities renewal of dollars) of dollars) allocations

Sioux City, Ia. J 3,929 3,761 95.7

Auburn, Me. I! 701 641 91.4

Dade County Fla. .; I! 21,610 17,667 81.8

Newark, N.J. 1/ I! 20,513 16,219.4 78.9

Bangor, Me. I! 1,172 854 72.9

Minneapolis, Minn. II 1/ 16,793 10,781.4 64.2

East Orange, N.J .. 1/ ,; 2,519 1,586.7 63.0

Los Angeles, Calif. V V 38,595 23,581.5 61.1

Phoenix, Ariz .. V 1,309 1,560 60.7

New York, N.Y. I! 102,24!~ 48,931 59.3

Jacksonville, Fla. I! 5,193 2,990 57.6

Sioux Falls, S.D. if 3,064 1,884.7 56.7

Rochester, N.Y. V ,; 14,684 8,240 56.1

Carbondale, Ill. I! I! 2,930 1,641 56.0

Philadelphi.a, Pa. V ,; 60,829 33,742 55.5

St. Louis, Mo. V .; 15,494 7,996 52.6

Source: Field research data.
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Table 7-6. Sample Jurisdictions with bet~een 1 and 49 Percent Community

\ Development Program Maintenance Effects, Ranked in Descending Order

Previous experlence
in prior programs

Jurisdiction
Model
cities

Urban
renewal

Hold­
harmless

amount
(thousands
01' dollars)

Community development
program continuation

Amount Percent
(thousands 01' all
01' dollars) allocations

Lubbock, Tex.

San Jose, Cali1'. V

Worcester, Mass. V
Los Angeles County,

Cali1'. V

Chicago, Ill. V

Miami, Fla. V

Portland, Me. V

Cambridge, Mass. II

Allegheny County, Pa. V

Seattle, Wash. V

Raleigh, N.C.

Lans>ng, M>ch. V

Boston, Mass. V

Mt. Vernon, N.Y. V

Houston, Tex.

v
V

V

V

V

V

If

V

V

V

V

V

5,328

6,554

6,044

14,461

43,201

3,165

5,272

4,035

6,456

11,641

6,967

32,108

2,590

13,257

2,609

3,143

2,705.5

6,383

18,000

1,266

2,088.5

1,546

2,397

4,058

484

1,873

8,500

650

3,320.6

48.9

47.8

44.8

44.1

41.7

40.0

37.1

31.0*

Alma, Mich.

Durham, N.C.

Scottsdale, Ariz.

Cleveland, O.

Pittsburgh, Pa.

Atlanta, Ga.

Denver, Colo.

V

V

V

V

V

V

V

V

V

V

V

529

2,384

1,832

16,092

16,429

18,780

15,805

1,278

1,098

355

246

24.7

23.3

9.1

8.0

7.6

1.9

1.6

Source: Fleld research data.

> Raleigh received $520,000 under its 1'ormula entitlement and $1.04 million
1'rom the Secretary's Ine~u>t>es Fund--a total 01' $1.56 million 1'or its 1'irst
program year.
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For all, of the units allocating funds for continuation of the folded-in 

programs, spending for activities associated with urban renewal and related 

physical development purposes accounted for 52.7 percent of the allocations 

made. These activities included: 

Acquisition, demolition, and clearance 23.9 percent 
l 

Hous1ng (under urban renewal) 12.9 percent 

Health, recreation, and community facilities 9.5 percent 

Streets, sewers, and sidewalks 

Social services under the model cities program accounted for another 

20 percent of the allocations for this net effect category and management 

costs, 13.2 percent. As indicated earlier, the emphasis on capital us~s 

of block grant funds is clearly reflected in these program-cont'inuation ' ­

allocations. 

Associates were also asked whether these allocations for'program 

contlnuation involved lncreased, decreasea, or maintained levels of' 

activity. For the sixteen sample units in which program continuation 

represented more than half of all allocations, the 'level of commitment to 

these categorical programs remained high. All but two of _these Units 

continued or increased prior commitrnents to urban renewal programs and all'­

but four maintained-or increased the1r pr10r program level for model c~ties. 

For the sample as a whole, urban renewal projects were more likely 

to have been continued than model cities programs. Of all units with any 

program continuation effect for the folded-in grant programs, more than 

half cut back their model cities program. 
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Urban renewal continued at Model cities continued at

the same or higher level* the same or higher level


(21 jurisdictions) (12 jurisdictions)


60% 44.4% 

Urban renewal continued at Model citles continued at

lower level* lower level


(10 jurisdictions) (15 jurisdictions)


55.5% 

* Data not ,available for four jurisdictions. 

Three jurisdictions with prior urban renewal programs -- Santa Clara, 

California; Marlborough, Massachusetts; and Charlottesville, Virginia -­

did not allocate any block grant funds to the community development program 

continuation category. There were no units with model cities programs that 

eliminaced these programs altogether in the first year of the CDBG program. 

Mount Vernon, however, very nearly did so. (For a discussion of this 

point, see Capsule 10-6 ln Chapter 10.) 

Urban Renewal Program Continuation. Altogether, thirty-two units in 

the sample were found to have continued urban renewal activities with CDBG 

funds as shown in Table 7-7. (Sample jurisdictions are listed alphabetically 

in 7-7, according to whether they increased or decreased their level of 

spending for urban renewal.) It is important to point out that the data 

include both the completion of ongoing urba~ renewal projects and the initiation 

of new ones. Only Auburn, Carbondale, Portland, Raleigh, San Jose, and Scottsdale 

were found to have urban renewal programs that were nearly completed as of'1975. 
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Table 7-7. Sample Jurisdictions with Continued Urban Renewal Activities

from CDBG Funds

Increased or
maintained 0 ­

urban renewal
act-lvities' -

Percent of hold­
harmless amount
represented by
urban renewal

Decreased
urban renewal

activities

Percent of hold­
harmless amount' :
represented by
urban renewal' .;

Los Angeles ,County, C~f. 31.3

Auburn, Me. 86.4

Alma, Mich. 79.8
r". '

'- ' ;

Bangor, Me.

Carbondale, Ill.
L

Chicago, Ill.

Dade C~unty, .Fla.

East Orange, N.J.

Jacksonville, Fla.

Los Angeles, Calif.

100.0

35.0

28.1

67.0

32.6

90.6

38.1

Atlanta, Ga.

Boston, Mass.

Cambridge, Mass.

Durham, N.C.

Lubbock, Tex.

New York, N.Y.

St. Louis, Mo.

P~ttsburgh, Pa.

Seattle, Wash.

Worcester, Mass.

'..
59.2
: ,

67.8
"

53.9
-'
82.4

78.9

42.7
..... ,-

48.5 -,
69.3

42.7

60.8

Minneapolis, M:mn. 60.9
!

Mount Vernon, N.Y. 40.2
.'

Newark, N.J.

Philadelphia, Pa•. , .

Phoen~x, Ariz.
, .

Portland, Me.

Raleigh, N.C.

Rochester, N.Y.

San Jose, Calif.
, .

Scottsdale, Ariz.

Sioux City, la.

Sioux Falls, S.D.

71.9

62.0

34.3

60.7

64.3

72.3

28.0

.'

Source: Field research data.
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All ,of these jurisdictions increased thelr urban renewal expenditures, 

with Auburn devoting 86.4 percent of its entire grant to this purpose. 

Eight jurisdictions used all·of their CDBG funds which they allocated for urban 

renewal to contlnue the same urban renewal activities in the same locations. 
I 

In Sioux City, for example, almost all of the city's CDB~ funds went 

toward the completion of an ambitious downtown renewal project. Some new 

buildings had been completed by 1974; other areas contained boarded-up 

buildings about to be demolished. Facilities and improvements for both 

the completed and boarded-up areas were underway. In order for the program 

as a whole to succeed, Sioux City officials believed it was imperative to 

continue and complete the work in progress. 

Most of the jurisdictions in this group continued existing projects 

and,at the same time, authorized their renewal agencies to initiate new 

projects. Many of these were in new areas, which contributed to the 

spreading effect described above for new capital and new operating uses 

of CDBG funds. 

For the ten sample units which continued urban renewal activities, 

but at a lower level, these allocations as a general rule reflected cllanged 

community development priorities. The associate for St. Louis, for ex~ple, 

stated that, although more than half of the first-year block grant was 

allocated for program continuation, "the only way that the city could use 

the funds for other purposes was to cut back on its ongoing urban renewal 

and model cities activities. Under the new program, the city chose to 

initiate new, neighborhood-oriented activities." Likewise, in Cambridge, 
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" . 
CDBG funds were allocated for public improvements in low-income 

areas that had not been aided under either the model cities or urban 

rene~al programs. Although a spreading effect did occur in this· 
• , ~, r-

case, it invol~ed the allocation of funds to low-income.areas other'than 

those affected by model cities or urban renewal projects. This raises a 

significant, p'olicy. issue, namely, that spreading does not necessar~ly have 

to involve a redistribution of benef~ts to better-off areas or individuals. 

It can, as in Cambridge, reflect the dispersal of funds among low-inqome 

areas 0 

Model Cities Program Continuation. Eleven jurisdict~ons were ~lassified 

as continuing model cities programs at the same or higher levels as prior:to 

1974. As in the case of urban renewal, the definition used here involves 

the continuation of the same projects in the same a~ea, as well as the 

initiation of new programs and activities. In contrast to urban renewal:> 
~ t ... 

where units.which continued or increased their level of activ~ty exceeded 
d 

those that reduced it by two-to-one, in the case of model citiBs~ the units 

that cut ex~eeded those, that maintained or expanded model cities programs. 

Fifteen jurisdictions are classified in Table 7-8 as having decreased the 

level of model cities activities. 

J 
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Table 7-8. Sample Jurisdictions with Continued Model Cities Activities

from CDBG Funds

, , e

, ,, '

, "

'..

Increased or
maintained

model "cities
activities

Percent of hold­
harmless amount
represented by
model cities

Decreased
model cities
activities

Percent ;f hold~
harmless amount
represented 'by
model cities. ,

AB.egheny County, Pa~ j '100.0. .-
Carbondale, Ill. 33.3 34.0

," ,
Boston, Mass.

Chicago, Ill. 62.3 Cambridge, Mass. ' " 32.6

Dade County, Fla. 28.3 Cleveland, O. 57.9

East Orange, N.J. 55.3 Colo. -·'c31.-l "Denver,

:Cos Angeles, Calif. 58.5 Houston, Tex. 93a

Los Angeles County, Calif. 52.2 Lansing, Mich. 27.6

~!iami, Fla. Mount'Vernon, n.Y. 32.6
,-

15.1

50.9
, .

Minneapolis, Minn. 25.3 new' York, n.Y. '::- .

,

27.0Newark, N.J. 24.5 Pittsburgh, Pa.
.',! ,-

Philadelphia, Pa. 30.1 Portland, Me. 31.1

Worcester, Mass. 31.6 Rochester, N.Y. 16:8
~{:" >~

St. Louis, Mo. 45.6'

San Jose, Calif. 47.'0'

Seattle, Wash. 38.9

Source: Field research data.
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The politics of model cities continuation are of special interest. 

In Newark, for example, political pressures were so strong that clty officials 

felt compelled to continue consumer, crime prevention, health, and education 

services provided under the model cities program. For Carbondale, allocations 

to continue model cities programs were said to reflect the view that since 

model cities funding was Irdemonstratlon" money, the city should select the 

"best of the programs to continue and, In some cases, expand., n For both 

Newark and Carbondale, decisions to continue model citles programs at 

present levels may involve some risk -- in the case of Newark because its 

projected entitlement under full-formula funding is half its first-year 

CDBG funding, and for Carbondale because it is a hold-harmless community 

with no guaranteed funding after the third year of the program. Associates 

for both jurisdictions reported that local officials were aware of the 

implications of the first-year decision to fund model cities programs at 

prlor levels. 

Unchanged priorities at the local level may also be an indicator 

of strong bureaucratic influences. The assoclate for Chicago indlcated 

that, on their own, city officials probably would have di5continued their 

model cities program in the absence of federal funding; with CDBG funds, 

however, the model cities bureaucracy had enough political clout to 

secure the program's continuation. For all but three of the sample 

units that continued model cities programs at their pre-1975 level, the 

field associates observed a tendency to spread these activities out beyond 

the original model cities areas. According to the Dade County associate, 

the continuation of model Clties meant that the same needs would be 
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addressed, but with a broader geographic scope, in this caSe extending 

model cities crime-prevention, recreatJ.on, and day care programs to ten 

new target areas. 

For a number of the fifteen cases in whlch model cities activities 

were continued, but at a lower level, the announced intent was eventually 

to discontinue the model cities program; this was true, for example, of 

Pittsburgh. Model cities programs are regarded, as the profile above on 

Pittsburgh (Capsule 7-2) not~d, as "too expensive, limiting local 
• 'fi~ 

discretion and locking Plttsburgh into a program of low priority with the 

city's administration." The fate of the model cities program in these fifteen 

jurisdictions in the second year of the block grant is an important 

research question. 

Questions on Program Continuatlon Without CDBG Funds 

For all jurisdictions that continued the folded-in programs in the 

first year of CDBG, an important question to be raised is what would, or 

IDlght, have happened had the CDBG program not been enacted. JIlthough a 

difficult prospect to gauge, associates were asked this question and the 

subject was discussed at the research conferences. Specifically, associates 

were asked whether "such programs and administering arrangements would have 

been adopted if CDBG funds had not been available." The findings, in 

general, suggest that many community development projects would have been 

cut out -- or sigJ:)lficantly cut down -- if the CDBG program had not been 

enacted. This was found to be more prevalent for model cities than for 

urban renewal activities, however. 

http:recreatJ.on
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For five of the ten units that had high (50 percent or more) community 

. o 
~.	 ' 

,	 development program continuation and that had had both model cities and 

urban renewal programs, associates reported that both programs would have 

been 'terminated. The New York City associate'simply stated, "That woUld 

have been the end of that. New York could not have continued most of the 

model cities and urban renewal programs, despite tremendous bureaucratic 

pressure and influence. The Emergency Fiscal Control Board would most 

assuredly have cut them back sharply or cut them out altogether." 

For the other five units with experience in both programs, all of the 

associates said that these programs would have been maintained, but at lower 

levels. For Carbondale, a hold-harmless jurisdiction, the associate said 

the' 'city '''would have foUnd room"in the budget for some limited wind-down 

money for some crucial projects for health and child care and also for the 

completion of some road and street work in the urban renewal area, but that 
, , 

was all that would be possible." 

Of the six units in the high continuation category with only urban 

renewal experience, the associates for two, Sioux City and Auburn, said 

th<;Y.Rel:j,ev<1d that commitments wer~ so firm that these two cities would 

have used their own revenue to complete these projects. The Auburn 

associate said, "City officials generally agreed that Auburn had to finish 

off its urban renewal project and that it would have cost the city more 

money in the long run not to have done so." 

Table 7-9 presents the summary data from sample jurisdictions on the 

future of urban renewal and model cities programs in the absence of the 

CDBG program. 
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" ,

Table 7-9. Summary Data on Future of Model Cities and Urban Renewal ProgrWlls

w~thout CDBG Funding; for Sample Jurisdict~ons

Projected future

For model cities:

Cont~nuat~on at first-year CDBG level

Continuation at lower level

Ternnnation

Total

For urban renewal:

Continuation at first-year CDBG level

Continuation at lower level

Terminatl.on

Total

Source: 'Field research data.

Number of jur~sdictions,

4

lO

l2

26

4

23

7

34
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Continuation of Non-community Development Federally Funded Programs

Use of CDBG funds to continue community development projects that

had been federally aided under programs not included among those folded

into the block grant program was not widespread. For the sample as a

whOle (shown in Table 7-1), continuation of other federally funded

programs accounts for less than 1 percent of total net effects.

Thirteen_units were found to have used some CDBG funds in this.
llJanfie:t'. The amounts involved were under 10 percent for all thirteen.

Cleveland, as was mentioned in Chapter 2, stands out in this group.

The city allocated $1.1 million of its $16.5 million CDBG entitlement

to replace a grant from the United States Law Enforcement Assistance
~! '-

Administration in order to retain 190 city policemen employed under this

special project. The city's decision in this case generated both local

and national controversy and caused considerable publicity. At the

outset, Senator Roberil-. Taft assisted Cleveland Mayor Ralph Perk in

negotiating a favorable ruling on the city's application to use CDBG funds

in this manner. Congressman Louis Stokes opposed this ruling; he argued

that the decision resulted in diverting funds away from distressed inner-

city areas. In the final analysis, HUD ruled that only crime-control projects

confined to the CDBG target areas were eligible for tins use of CDBG funds,

causing both sides to claim victory. (FOr further discussion of this case,

see Capsule 11-2, Chapter 11.)

Other Program Maintenance

Only seventeen units in the sample allocated funds to maintain programs
/ ,

J
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formerly funded with state or local revenue. Most of these allocations 
. '	 - ! ...,.! ­

were	 unde-r':IO perfent~ F~r the sample "as' a:'wh;l~,' ;u~h 'prog~;' _ . 
, . I ~ i 

maintenance effects account for only 3.3 percent of total allocations 
~' ' 

For three units (all western satellite cities with 
, , 

populations under 100,000), such program malntenance effects represent 
.'. '	 Of - ~ r ·1 J • • ;if 

more	 than 30 percent of block grant allocations. 

For Lakewood, Colorado, 57 percer;:t of the block grant was categorized 

as "other program maintenance." Lakewood officials chose to allocate more 

than	 one-half of the Clty'S $226,000 entitlement for completion of a . .-~ 

street construction project already underway and scheduled for completion. 

Thls also lncluded costs for the acquisition of a right-of-way, and for 
-'. 

clearance and relocation. ., ; 

Scottsdale, Arizona, an affluent resort community, was classified 
, , ..	 .. ' '. " 

by the associate as being under extreme fiscal pressure in 1974. The 
, .. 

. ,' :f... I 

assoclate explained that Scottsdale's very heavy reliance on sales tax 

revenues, which had declined because of the "energy crisis" and sharply
": ".- -­

decreased tourism, "left Scottsdale with a major revenue shortfall." In 
.' 

this	 setting, Scottsdale allocated 40.3 percent of its block grant to 
J 

program maintenance, lncluding $664,000 for the continuation of capital 
c'	 " , 

lmprovements fortransportation already underway, and $75,000 to enable 

the city to retain employees of the city planning department. A Scottsdale 

official said, "We knew we had to use federal funds wherever we could just 
> '-' 

to stay in business. tt 

For Santa Clara, California, 32.3 percent of the block' grant j<a13.....;;" 

allocated to continue programs· formerly funded with,local resources. 
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Fifty-thousand dollars was appropriated for installation of traffic 

signals, another $50,000 for the removal of barriers in order to aid 

the handicapped, and $18,500 for planning and management. 

In all three instances, as was the case with Cleveland I s use of CDBG 

funds for law enforcement, the ultimate effect of these allocations was to 

offset what otherwise would have been local spending. Although we have 

discussed program maintenance as a separate effect, it is closely related 

~o substitution uses of CDBG funds, that is, to the extent that ongoing 

programs and activities would have been continued using other resources 

in the absence of CDBG funds. 

Substitution Effects 

For the entire sample, as shown in Table 7-1, the combined substitution 

13/
categories account for just 6.9 percent of all net effects.-- There are 

only five jurisdictions in the sample for which substitution effects exceeded 

one-quarter of their first-year allocations. As shown in Table 7-10, 

Greece, New York, heads the list with 75.5 percent substitution effects. 



Table 7-10 •. Sample Jurisdictions with 25 Percent or More Subst~tution

Effecos from GDBG Funds, Ranked,in Descending Order

Substitution effects
Level of Percent
previous Amount of all

PopulatlOn program (thousands alloca-
Jurlsdictl0n (thousands) experience*. of dollars) tions

Greece, N.Y. 75.1 L 226.5 75.5

Cleveland Heights, o. 60.8 N 52.0 36.9
• ,0

Cook County, Ill. 5,488.3 L 1,000.0 30.8

Santa Clara, Calif. 87.9 L 110.0 30.8...

Harr1.s County, Tex. 1,741.9 N 240.0 25.0

,-~: .
Source: Field research data.

~ H: h1.gh prev1.ous experience; M: moderate previous experience; L: low
prev1.?us, experi~nce; N: no previou? experlence.
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As was pointed out earlier in this chapter, there was some expectation

at the outset of the research that many recipient units, particularly

hard-pressed local jurisdictions, would devote a significant portion of

their CDBG funds to substitution uses. Contrary to what was expected,

however, the sample units facing the most adverse fiscal conditions ';-ere

found in the first year to have the lowest substitution effects. Table 7-11

correlates fiscal pressure in the CDBG sample units with fiscal effects.

Table 7-11. Net Fiscal Effects in Sample Recipient Jurisdictions, by Degree

of Fiscal Pressure

Fiscal pressure
Number of
recipients

Net fiscal effect in
unweighted mean percentages*

New Program
spending maintenance Substitution

Extreme

Moderate

Little or none

9

36

15

46.7

55.2

52.8

39·5

16.5

Source: Field research data.

~ These percentages do not sum to 100 percent because unallocated fiscal
effects are not included.
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Among the jurisdictions with the largest substitution effects, CDBG 

funds were used in two cases to substitute for local borrowing; in two, 

they were used to increase fund balances (i.e., to bUlld up fiscal reserves); 

and ln one, to stabilize taxes. - For the two units that used CDBG funds 
, "f 

," to build up reserves, associates reported this may be a temporary 

substitution effect -- that is, these jurisdictlons may later decide to 
" 

allocate these funds for new community development proj ects. Of the flve 

jurisdictions in Table 7-10, only Cook County was categorized as being 

under fiscal pressure, in its case, moderate fiscal pressure; the other 

four were classified as being under little or no fiscal pressure. None of 

. the five had what would be considered a high level of prior experience 

under the folded-in grant programs. Brief descriptions of the five cases 

where substitution effects exceeded 25 percent are presented ln Table 7-12. 
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Table 7-12. Descriptions o~ Activities in Units with Substitution E~~ects

o~ 25 Percent or More o~ All CDBG Allocat10ns

Substi,tution ef~ects

Jurisdiction'
'.' ~) :

Percentage
of

allocation
Speci~ic

e~fect

Substitution impact
o~ CDBG funds

Greece,. N. Y.
"

", ;

"

I' ,

" -'

',. ,

I'

75.5 Borrowing
avoidance
'and tax
stabiliza­
tion

Allocated the major
portion of its $300,000 . '
entitlement to acquire
land for a drainage basin.
"These capital and operating
costs to alleviate drainage
problems were town priori­
ties established prior to
awareness of the availability
o~ these ~ederal funds."

Cleveland Heights, O.

Santa Clara, Cali~.

Cook County, Ill.

30.8

30.8

Tax sta­
bilization

Increased
fund
balances

Borrowing
avoidance

CDBG funds allocated ~or

construction o~ a previously­
planned parking lot.

'Over the objections of
citizen advisory committee
members to utilize money
for a neighborhood
community center and ~or

rehabilitation of low-income
housing and conservation,
block grant money was
allocated ~or a previously­
planned swimming pool
resulting in a $110,000
increase in fund balances
for the city.

Had previously given high
priority to the need ~or

regional service centers
involving a county govern­
ment presence in all sub­
urban districts of Cook
County. CDBG enabled the
county to reduce the amount
o~ borrowing necessary ~or

this project.



Table 7-l2.(continued)

Substitution effects
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Jurisd~ction

Harris County, Tex.

"

Precentage
of

allocation

25.0

Specific
effect

Increased
fund
balances

Substitution impact
of CDBG funds

An increase of fund
balances resulted from
the use of CDBG funds
to support and improve
the existing county park
system, an effort to which
the county had already
committed itself.

Source: F~eld research data.

•
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Concluding Comment, Other Issues 

In 'lin~·..};.th, thE! 'a:ppar~r;t: aims of the" CDBG 'program; 'physicB.lly':'" 
.;-t ;'~ 'J":'£.._:: . ~ _ • +,:;'_l~,"'" _ "-" 

oriented- commw,ity dl;velopment"activities received hee:vY"emphasis ,in the . " 
-'::~ \.-fl,:.,Jt.:?::-.:t'~ ~' •.-':.0" t', " . [_~jl .'~". - _~I , ~'.~ _1 _ 

first year. Allocations were concentrated on new spending for these'; 

purpose,,";' as"well: is' the' completion' of ongoing urban rehewal!projects
.' ... ":_:;:'3~_: ..", ,- - 1-',. I' ~_,,,:.~ 

(alSo hi~ capft"l-intebsive activities). 'While somi local officials' 
; ...... ':~ "...~~~. f •.• _ ,- '. ~.,_.. ,' •• 

and !>roup,s wanted'iargerCallocations for social' ·services., the legislatiye '" 
J<l\ _ -,_~~ .... _ ~ I .~:::.~, - ".' .. _ .,:­

r _ _ ' _ 

history and, in some instances, subsequent program administration by HOO area 

and regii:nlal,offi"';es~,'indicatea much stronger:,emphasis- on "bricks 'and· 
I -r: ':. 1 ,_r • Jtl::'':'-.~, ' :-~ - ! r- '< ,_ l - , .•.". . ~ '" 

mortar," which is precisely what we found. In comparison, to, the generaL '" 

revenue, sharing'program, sUb~tiiOutiOli effects' were much smaller under the - -'~ .: - -~,.- - , . -..cn:: _­

... T ,-:; ... ,<~ 

This capi1;.al development emphasis, however, is only part of the story. 
~'--, "I"" .... .:_1 ~. .," -: 1 L t 1"7,. _, 

Many observe;"s" are' interested as'-w~ll- in 'the que~ti';fi-;-'iiWhd b~;,~:rits?n:,In .; 
,,_. .,': '. ", _ _ _ t , , ' i, . :. , .:::. '. _ ~'.: ~~ 

the"'chJl.Pter, that follows ".we _carry the analysis of the us'es of-'CDBG funds" 
~,~ ~ - - ~r..:.~ _.. _ . F :....' ~ • -:.. ~ ~, ~. ,_ • _ _. ­

another step in an attempt 'to answer this question in terms of the 'income 

le~el of the persons most affected by the uses of CDBG funds. 
f • ,,_ • -; ,'.< _' r - ~ " 

" c 
",,! • 

:.; 
- , 

, . 
" ' 

~, . ',--. 
to­

_.~ - ..... 
~'l:'.',.l"'_i.' ";:"~ 

:-!J ,...... '1 ... I , ... , , ", 

" ') 

----_......---­
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FOOTNOTES TO CHAPTER 7 
., 

Y The Brookings sample for the study of the CDBG progr'¥.' c~msists of i 

sixty-two jurisdictions. The field data on fiscal effects for two 
jurisdictions, Florence and Columbia, South.Carolina, howl'ver, were not 

-- .. ~' - - , ) .. I ..... , ' 
available at the time of preparation of this analysis. Hence, they" are - ... -" 

not included ,in Chapter 7. 

2/ The application,prQcess ,for CDBG,funds requires the s~bmission of a 
three-year community development plan, a housing assistance plan, and a 
one-year program"to HUD·by the applicant. Applicat~ons ar~ supject to 
review during a seventy-five-day period from the time of submission; , 
if HUD'dpes not act within that time period, applic,ations for. entitlem~nt j, 

funds are automatically approved. For discretionary applications, HUD 
must take specific action respecting approval or disapprov~. ,,' 
l! David O. :Meeker, Jr., Review of Community Development Block Grant 
A lications, U.S. Department of Housing and Urban Development. Memorandum 

November.29. 1974). ," , 
" . 

4/ For a discu!,sion of the findings and methodology of the Brookings

ionitoring study of the general revenue sharing progiam, see' Richard P'.

Nathan, Allen D. Manvel, and Susannah E. Calkins, Monitoring Revenue "

Sharing (Brookings Institution, 1975). "

. "


2! Wee of Presidential Documents,' VIII, No. 113 (Governinent

Printing Of.ficce, 1972 , p. 153. By the time the third general revenue

sharing checks were received in April 1973, the percE'ption of generai '

revenue sharing. as new money was altered. See Monitoring Revenue Sharin~, " ,

pp. 18-20 and Paul R. Dommel, Politics of Revenue Sharing (Indiana, 1974 ,

pp. 170-175 for a discussion of presidential initiatives in 1973 to cut

back grant-in-aid programs and impound federal funds. ­


§j Althongh the act does contain such a "maintenance of ~'ffort" statemerit;­
the regulations make no reference to it. See Appendix I, Section 101(c). 

1/ See Monitoring Revenue Sharing, Table 8-1, p. 193. To achieve compara­
bility with the substitution categories in this study of the CDBG program, 
the mean percentage for program maintenance included in this table has been 
subtracted from total substitution effects. 

§! Of five jurisdictions in the sample not allocating any first-year CDBG 
funds for new capital uses, three allocated their CDBG funds almost 
exclusively for program maintenance (Aupurn, Maine, and Sioux City, Iowa) 
or substitution uses (Greece, New York); the fourth, El Monte, California, 
concentrated its tDBG allocations on new operations; the fifth. Hennepin 
County, Minnesota, passed on 95 percent of the county's CDBG funds to 
cooperating municipalities. 

http:November.29
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2! This proportion under current law is projected in 'Chapter 3 to rise 
to 42 percent of total CDBG funds in the sixth year ·of the progr='. 

} 
10/ National Association of Counties, Community Development Capabilities 
Study: An Urban County Report (Washington: Nati(;>n'l-lrASsoc~ationof Counties, 
1975), p. 1. • ,,: e I' 

- '.' 1.1 '1 . '~ 
11/ Hennepin County did not allocate any funds to new capital purposes. 

12/ A special section on urban counties is also :included in Chapter 10 
on the role of general-purpose local governments and offici~ls under the 
CDBG progr=. " 

13/ Even if the 3.3 percent for "Other Progr= Maintenance" (discussed 
above) is added to the 6.6 percent for substituti6n effects: the total 
would still be under 10 percent. The case for adding other 'Progr= 
maintenance effects is harder to make in l~ght of' the I find,ings stated above' 
that in the judgement of the associates many of these prbgr~s and activities 
would have been cut out or cut back in the absence of CDBG funding'. , , 

... , .~ ,, 



Appendix v~i-A. Population, Fiscal Pressure, Level of Experience ~n Folded-in'Grants, and Fiscal Effects

Under First Year of CDBG Program; for Sample Jurisdictions, by T:Y1>e

Under CDBG Program

Previous First ,year ,,,
Population, grants block grant Percent Percent .

1970 ' Fiscal experie~e (thousands new programl I Percent
Jurisdiction (thousands) pressure,u ,level of dollars) uses maintenance 'substitution

" " - -

Central cities: "
'.'

Atlanta, Ga. 495.0 M H 18,780 88 2

Auburn, Me. 24.2 M H 701 9 91 '...
Boston, Mass. 641.1 M H 32,108 64 27 ...
Chicago, Ill. 3,369.0 M M 43,201 45 43. 8

Cleveland, O. 750.9 Ex M 16,092 " 85 ' 15> ...
Denver, Colo. 514.7 M H 15,805., 93 3 2

, '
;Durham, N'.C. 95.4 M M 2,384 75 25; , , ...

"
, '

i~~
",

East Lansing, Mich. 47.5 M L 81 ,
19.. .,,-

i

Houston, Tex. 1,232.8 L M 13,257 74 25,. 1
·vj-

528.9 5,194 '. 61 _Jacksonville, Fla. M M 39

Lansing, Mich. 131.4 M H 6,967 ' 65 27' 8 I\)
\0...,

Los Angeles, 2,811.8 M M 38,595 32 66 2
Calif.



Appendix vii-A. (continued)

Under CDBG Program

Previous First year
Population grants block grant Percent Percent

1970 Fiscal experience (thousands new program Percent
Jurisdiction (thousands) pressure level of dollars) uses maintenance substltuti.on

Lubbock, Tex. 149.1 L H 5,328 32 49 13

M:La.m1, Fla. 335.0 M M 3,165 54 44 ...
Minneapolis, Minn. 434.4 M H 16,793 34 66

Newark, N.J. 381.9 Ex H 20,513 16 81 3

New York, N.Y. 7,895.6 Ex M 102,244 38 62 ...
Philadelphia, Pa. 1,950.0 Ex H 60,829 2~ 62 5
~- 66Phoenix, Ariz. 582.5 M L 2,570 32

r-

Pittsburgh,_Pa. 520.1 M H 16,429. 58 26 9.

Portland, Me. 65.1 M H 5,272 59 40
"

Raleigh, N.C. 123.8 M L 1,563£'/ 69 31

40
...

Rochester, N.Y. 295.0 Ex H 14,684 56 4

'--~-"~-'" -. '"\[)
(j)

~t ,



Appendix vii-A. (continued)

Under CDBG Program

Previous First year
\ Population grants block grant Percent Percent
\ 1970 Fiscal experience (thousands new program Percent

Jurisdiction (thousands) pressure level of do11at's) uses maintenance substitution

St. Louis, Mo. 662.2 Ex M 15,194 47 53 ...
San Jose, Calif•. 459.9 M M 6,554 52 48 ...
Seattle, Wash. 530.8 M M 11,641 38 38 24

Sioux City, la. 85.9 M H 3,929 1 96 ...
Sioux Falls, S.D. 72.5 L H 3,064 34 57 ...
Worcester, Mass. 176.6 M H 6,044 42 47 6

Satellite cities:

Cambridge, Mass. 100.4 M H 4,035 50 43

Cleveland Heights, O. 60.8 L N 141 56 ... 37- .. ..
East Orange, N.J. 75.4 Ex H 2,519 27 64

El Monte, Calif. 69.9 M L 367 62 .29 - ...
Evanston, Ill. 79.8 M L 222 73 25

Greece, N.Y. 75.1 L L 300 25 ... 75 '"\0\0
Huntington Beach, 116.0 M L 460 85 ... 15
Cali~.

I
I



Appendix vii-A. '(continued) .', '1 , fl • , ,

,'"
" Under CDBG Program"

Previous First yea:r... : Population
" e~~;~ce

block grant Percent Percent.' , '1970' Fiscal (thousands ' . Percentnew program
Jurisq.icti..on (thousands) , level of do11a:rs) ,!,aintenance substitution

..
< , :r>ressure

J ,\:,
uses

Lakewood, . Colo. 92.7 L L , '.' 226 43 57 ... ,

'. Mi~ Bea~h, Fla. "87.0 M L
,

564, 91 ... .' 9

Mount Vernon, N.Y. --~ 72.8 M H 2,590 74 25 ...
.-

Santa Clara, Calif. . 87.9 L L 357 30 33 31·

Scottsdale" Ariz. 67.8 Ex, \ H 1,832 " , 42 49 8

Urban cOUnties:fY ..'.,

Allegheny, Pa. 1,605.0 M H 6,456 60 37 ,3
- , Cook; Ill. 5;488.3 ' . , "M' L' ' . 3,246 '28 ' "31...

"

Dade, Fla'. I 1,267.8 M H 21,610 ", 18 82

DeKa1b, Ga. 415.4 L L 825 90 10 ...
. .

, ..
Ha:rris, Tex. 1,741.9 L N 961 75 , 25

" , '"
.... ." , ,

',960.1
.

" ,
"7,38 " ' " "Hennepin, Minn. L· . < - ... 'L "5· .. . ~ ...

. King, Wash. 1,156.6 M L 1:'511. 49.., ''''"'_..~. 4 w
' .... ' _. ,. 0

0

Los Angeles, 7,036.5 M L 14,461 50' 44 6
--Calif. ' .. -_ . .... -

~,J~ i .' . " j • .\
, , ': f ,



Appendix vii-A.

r _' .

(continued)

Under CDBG Program
1. ,

"

Junsdictiol}

Population
1970

(thousands) .
Fiscal:'

pressure

Previous
grants ,

experience
level

First year
block grant
(thousands-; ,
of dollars)

Percent
new
uses

Percent
program

maintenance
Percent

substitution

Orange County, Cshf. 1,420.4

St. Louis County, M:>. 951.4

Non-metropolitad:

L

L

L

L

1,357

2,034

35

40

...

...
...

6

10.9

22.6

38.9' -.

27.9

19.6

8.7

Alma, Mich.

Bangor, Me.

Casa Grande, Ari z •

Carbondale,-ill.

Charlottesviile, Va.

Marlborough, Mass.

Plainview, Tex.

Pulaski, County, Ill.

Roanoke Rapids, N.C. 13.5 , ..

M

M

M

M

L

L

L

Ex

M

H

H

N

H

H

H

N

N

N
c

,',

529

1,172

235

2,930

1,051

1,068

200

300

814

60

18

100

41

89

71

93

100, ., r~:.. i

95

25

73

59

10

...
6

...

...

" ,

16

1

...

21

2

...
w
o
f-'

Source: Computed from field research data.

~/ Ex: extreme fiscal pressure; M: moderate fiscal pressure; L: little or no fiscal pressure.
E/ H: hlgh prevl0us experience; M: moderate previous experience; L: low previous experience;-N: ~o previous experience.

£! Raleigh received $520,000 under its formula entitlement plus $1,043,000 from the Secretary's Inequities Fund.
£! Net effects only for funds directly administered by county governments.
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- '. 

One of the most difficult bu~ also one of the most important 
'~r :., .... "~·f'l _~; ~- ~~l ',: '1",- ~ :r'{ "·t.·~ -,,--.,j ,,:J 

questions for analysts of government programs is: Who Benefits? 
:;,)::._,.'~1 _! " ,~_, " I ... '~~" 1. _.'1'::'>_' .,:< 

Having considered the major uses and fiscal effects of CDBG spending 
·':·I~'~ ,-'.':" ".:- j ....... -,_'. - l -_ ,,-- --,",:.-,'-: ~ ....... -'"" -.,-:.D -:: ' ":.t::,~


in Chapter 7, we now turn our attention to this difficult question. 
" '.:.... ,.. ~t • I ... , ... i-,'" -f,'· ....~~,r"r',~.,.~'-: 

This' chapter prese~ts first-yea; and clearly te~tative data on the ' ., 
,~ (l,,_r ~ ::'" • _~, 1.', , ';' ' ~. '-J.' 

imPact of the US?s of CDBG funds on different income groups within 
'..I r- ~_ e. - ~-r ': -;: -':-s~:;'· .-. :l-/.. ! 

the sample jurisdictions, as assessed by the field research associates. 
~ .. " ~ ,,,.." ~I,' '-,-""., "~ ~'" .. c ." '.. '. _ ..... '1:.:.. ' - '-,' 
'l'his'subject is.,closely related to that of the next section of our 
'." ~ ~~_).. i-.. .. • ,: ..0 _',' ~_I.... ::',.. 

r~port. In Part IV, on the political effects of the CDBG program, 
_. .. \.". ...":..". ~ l .. • ,. .. - l-I5v' 

our' concern is who governs? To use James Q. Wilson's fitting phrase, 
- "~:S' I ....... ~- ~._ •• ' , ',. 'fO't


this chapter is focused on the related question, "What difference 
, 1/ r-':2~ n,' rJ 
does'i,t make who governs?': :J 

"'"':';lL,;'-~ -. .' ...... 

'WHO' IS SUPPOSED'TO BENEFIT? " 
) , 

The. block grant title of the Housing and Community Developmep.t Act 
~.~, t ,4 , ~ .,...,.." .... , 

of 1974 is quite explicit about who~ it should benefit. Section 104(a)(6)
:. :t' to'> ~ .:t.: ~ - .. ~ , , , . .. y • ~ - '":":; ­

(b)(2) states that the new program should give "maximum feasible 

priority to activities which will benefit low and moderate-income 
t " -, _:;'~_..'..- ......__ ~ ':' 

families or aid in the prevention of slums and blight.", This wording, 
• ~ • t .~_ ~ :. 

including the qualifying second phrase, is less precise than the 
',':".' ", '.' ~'- ;~-'.:"-':;" ~;:"::~...;.:~j,-~,~~,,,,:,:.!--,-~,,,,: ", 

provision in the Senate bill, removed in conference, which would have

0> -::~-;1. ... ..., .. - ~,~ ':-;: ~ . - ~~l~-E!:"":.~.:._':' ;- >1~- -::y


limited to 20 percent the proportion of program expenditures "not 

intended to be of direct and signifi~a?t benefits to families of low 
, ,.~ 

302 
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and moderate income or areas which ~~_ .!Jl~~i).~,:~?r deteriorating. n gj 

Despite the language of the act calling for priority to expenditures 
;'-.~~~ C::'-" ; 'I.' ,~. ~??fr- ~,~,'i '':.~ ..).t. 

on lower-income groups, CDBG applications may in fact be approved if 

the apPlic~/~~':rliBes that "other ~ctivities (aside ~o~ Cth~~~ 
target~~ on l~;'~d mod~rate-in-;'o~e families)ar~-'r~q~~~d't;;:~e:t:'~;~e~" :" 

cOllllllUIlity de~l~p~e~t: '~eeds h~:nn~' a particular u;g~n~;~1 3Y ' " ' " . ' 
-.'. -+~ 1	 ~,,'- -~;''''5'\- '., "'. 

To summarille, there is a general intent of Congress concerning 
.' ~J' '.. .'

,
low and lll9derate-income groups, but in keeping with the flexibility 

.'
goal of the block grant program, the legislation is neither specific 

nor mandatory on this point. It is our job to examine the extent to 

which these two objectives conflict--namely, flexibility and priority 

for l~wer-income grouPs (both 'of Which are signi'f~~9~tiy'q~ali;:i.:d'['·~') 
- -. . .. - - :­

~: - -'._ -,: i.· 
'The issue here is closely related to the idea of a spreading 

effect, which is ~ prominent finding and theme, pf t,he sections of 

this report whiCh deal with both the intergovernmental distributional 

(Part Ii) '~d the fi'scal effects (Cha~er 7) sections of thi~' re~r~;. 

In es'sen~e, there are three possible patterns for the' ~:pre~dirig 'effe'ct' . 
',-.... " 

at the local level: 
''---'" c; f 

• A dissipation 'effect whereby CDBG expenditures are spread 
, . 

~, 
• 

~.. ~ .. , " 

so	 widely as to limit their developmental impact; 
. _ _. • _ ' ~_ '" ;":r'. 1~ 1 

• A redistributional effect whereby CDBG benefits are found 
~ ' ,	 -,., " .~~ -' 

to shift appreciably from the lower-income groups to 
- ~ 
" . 

upper-income groups; 

• A triage effect, to use Anthony Downs I analogy, whereby 
, • ,.' • ,I 

,f, \ I 

-',
j,. 
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CDBG benefits are to an appreciable extent devoted to 

marginal or transitional areas. ~ 

These patterns are not mutually' exclusive; mor,eover, the definitions 

above· are very general. It is possible to have a redistributional 

effect· which is not· marked, but does involve a greater emphasis than 

under past HUD programs on moderate-income areas. Such a pattern 

at the same time could qualify as a modified triage effect in the 

terms described above. 

This cha~er iii divided into three sections'. The first discusses 

the methodology for income-incidence analysis. The second section 

presents' and interprets the field data for fifty sample units on their 

first-year allocations of CDBG funds by major income group. The third 

section of the chapter generalizes about these data in terms of 

strategy. Although the term, strategy, is not appropriate in every 

case, we ar~ interested in this final section in bro~d.patterns of . 

program benefits. 

METHODOLOGY FOR INCOME-INCIDENCE ANALYSIS 

As already indicated, the methodological problems involved in 

assessing the income-group incidence of CDBG allocations are considerable. 

Not only ar~ our data preliminary because they are first-year data, but they 

also need to be regarded as tentative because this is a first effort to 

answer the who benefits quelltion. Several important matters' of 

methodc:logy-and definition need to be' dealt with before proceeding. 

In the regulations for the CDBG program, -"lower-income families," 

which includes both the low and moderate-income families, are defined 
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as "families whose incomes do not exceed 80 percent of the median 

family income "of the area."" "Area," however-, is not defined. 

Different geographical definitions were used by jurisdictions in our 

sample. Atlanta identified low and IIDderate-income are-as as those 

"in which the median income does, not exceed 80 percent df the 'city , 

median family income." Rochester, on the other hand, identified 

such areas as "those in which median family income does riot exceed 

80 percent of the median family income of the metropolitan area." 

For both Atlanta and Rochester, the city median family income was 

lower than the SMSA median in 1970. Hence, a greater proIJOrtion of" 

Rochester households were identified as lower income in the first 

year of CDBG than was the case in Atlanta. 

A much more difficult definitional issue involve~thc;question 

of direct versus indirect benefits for lower-income families. It is 

IJOssible that CDBG expenpitures for connnunity-wide projects to promote 

\economic development woUld end up benefitting the poor, if over time, 

for example, an industrial park expands the number of jobs available 

for lower-income persons and improves the community's tax "base. These 

kinds of uses of CDBG i'u¥ds can benefit lower-income groups, even 

though they are physically located in an area of the connnunity with 

an income level above ire median family income. 

The research approach of this study involves a quite narrow' 

concept of income-incidence, concentrating on direct" and short-term' 
I 

benefits to lower-income persons. There are a number of strictly 

pragmatic reasons for doing this. Indirect benefits are-, to say the least, 
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difficult to gauge, In addition, because this report focuses on the 

first year of the CDBG program, longer-term benefits are necessarily 
, 

beyond its scope. We intend to probe further and as fully as we can 

in this area; but, until we have done so, we do not plan to broaden or 

revise the concept of income incidence developed at the second field 

research conference and' used in this chapter.' In this respect, our 

approach is similar to that of the Oakland 'Project,' s'tarted in 1966 

by graduate students and faculty members of University of California, 

Berkeley. Major differences are that this study of the CDBG program 

covers a number of jurisdictions and deals with more generalized 
,> 

assessments of income-group impact. The Oakland Project, however, 
r • 

also focuses on "immediate outcomes." AccordiIl,g to Frank S. Levy, 

Arnold J. Weltsner and Aaron Wildavsky, "Vie look to the most 

immediate outcomes so as to know which groups get more good outputs 

and less bad ones • •••we cling'to close ca~ation partly because more 

distant causes are difficUJ.t to disentangle." 21 

The approach to income-incidence analysis used in this study was 
, ' 

developed in final form after the second field research conference, 

April 22-23, 1976, in order to take into account the experiences and 

ideas of the field researchers. As the first step, associates were 

asked to indicate on maps the geographical location of major CDBG 

projects and activities. Low-income areas were defined as census 

tracts, groups of census tracts, or otherwise identifiable neighborhoods 

in which the median family income was 50 percent or less than the median 

----_:!:;:lmilyincome--f~ nietropolitan area in 1970. M::>derate-income areas-------------------.--­ - --..... - we:r;>e defined on the S'ame-bas_i~ areas where_-!,he median family income 
~-- ~ 
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was between 50 and 80 percent of the SMSA median family income, 

(In the case of non-metropolitan jurisdictions, where income data 

by census tract are not available, associates used proxy indicators, 

such as the condition of housing,) 

After presenting this geographical analysis, associates were 

asked to assign the benefits of CDBG allocations to different income 

groups. Five categories were. used--low-income families and individuals 

(as above); moderate -income families and individuals (as above); other 

income groups; communitY-wide, non-income specific; and a residual 

category for cases in which the associate could not assign CDBG 

allocations on an income-incidence basis. 

In order to make it clear for the research group, as well as for 

users of these data, that they often involve difficult jUdgmental 

determinations, associates were asked to use five percentage point 

groupings for these allocations--for example, 55 percent low income, 

10 percent moderate income, 25 percent community-wide, and 10 percent 

unallocable, An additional important decision rule agreed upon at the 

second field research conference was that associates would assign the 

total value of a given project or CDBG activity to a single income­

incidence category, if in their judgment at least half of the benefits 

involved go to families and individuals in that particular income 

group, 

Because of the problems involved in identifying beneficiaries for 

urban counties, complicated by the fact that in four cases urban 
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counties sub-allocated-more than half of their block grant funds to

participating municipalities, urban counties are excluded from this

analysls. While these are the decision rules used, associates in their

contacts with the Brookings staff were able to have exceptions mad~ in

special cases (for example, on project location), so that their best

judgemental analysis of beneficiary groups is reflected in this chapter.

MAJOR FINDINGS FOR THE FIRST YEAR

For the sample cities as a Whole, low and moderate-income gro~ps

emerged as the beneficiaries of a majority of the first-year eDBG

allocations on a unweighted mean basis. Almost 52 percent of all__

program benefits were assigned to these two groups as shown in_Table

8-1.

Table 8-1. Income-group Incidence Data for Fifty Sample Jurisdictions

by _U,,:weighted Mean Percentage

Income-group categories

Low-income families and individuals

MJderate-income families and individuals

other income groups

Community-wide/Non-income specific
I

Not allocable on this basis

Number of jurisdictions

Source~ Field research data.'

Mean percentage

28.7

23.2

9.9

25.4

12.8

50*

* Central cities, satellite cities and non-metropolitan jurisdictions
only. Urban counties are excluded; income-incidence data were not
available for Columbia and Florence, South Carolina when this table was
prepared.
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Although low and moderate-income groups are the main-beneficiaries 

of first-year allocations, they do not benefit uniformly for all types 

of jurisdictions. - The average proportions of benefits were 60 percent 

for the low and moderate-income groups in central cities, 53 percent 

in non-nietropc;litan u:n;tts, and?9 percent in satellite cities. Three 

factors appear to explain these ,variations: (1) the size of the 

poverty population, (2) a jurisdiction's experience under the model 

cities program, and (3) the nature and effectiveness of citizen groups. 

We conclude generally that: 

• The higher the poverty rate of a given jurisdiction, the, 

higher the proportion of program benefits allocated to 

lower-income persons; 

•	 Jurisdictions with model cities experience allocated higher­

proportions of program benefits to low and moderate-

income groups than those without model cities experience; and 

- -.	 Where effective citizens' groups are organized around demands 

relating to low and moderate-income concerns and where public 

officials are sympathetic to these demands, benefits to ~hem 

tended to be higher than in cOmIDUnlties where this,is not the case. 

Tbe ways in which these observations apply are shown in the sections 

which follow on the income-incidence findings for central cities, 

satellite cities, and non-metropolitan jurisdictions" 

Income-incidence Findings for Central Cities 
- ~.	 - ~ 

Twenty-one of the twenty-nine central cities in the sample were 

found to have allocated over 50 percent of their CDBG funds to benefit 



310 

low and moderate-income persons, with eleven of the twenty-one, , 

allocating over 75 percent, for these groupe .. The eleven, listed in 
. '-~" "'.~ ,-:­

decreasing order of proportions of benefits to tJ;tese groups, are: 

, " .Proportion,.of program benefits, t.o ..,:: .. ,:,', 
Jurisdiction low an? moderate-inc~ grou;ps 

......~; <.'::-::":"~i·• ..:~ 

Phoenix,- Ariz. 100.0 -' ," ­

Raleigh, N.C. 100.0 ., 

"Miami, Fla. f!f).7 

New York, N.Y. 88.5 

Durham, N.C. 87.9 . ' .' 

Los Angeles,' Calif. 83.7 '. , .' 

--,-,Atlanta, ~. 83.3, 

Jacksonville, Fla. 82,6 :~~. '; - '. 

,, ' 

RoChester, N.Y. .82.5 

Minneapolis, Mj-nn. 82.4 
. ; 

Lansing, Mich. 
.Ie '. 

" . 

For all central cities, the'distribution of: 'program benefits by 
. 

income group is shown in Table 8-2." 
"


, "


, ,. .. 
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Table 8-2. Percentage of Benefits for Major Income-group Categories
.. ; ,t'~ :. '; ~

in Twenty-nine Central Cities by Number of Jurisdictions
,,-,

f .~,-::":••:-;c,:-,,-.:,:-'_ .' ,Percentage of benefits
Income-group incidence
categories __ 0-25 26-50 51-75 76-100

T6t'arnumber of
;Jurisdictions

I ~ , !

Low and moderate-income
families and
individuals 4 4 10 11 29

other income groups 27 2 ... 29

CoJlllllUIJ.ity-wide/Non-
income specific 23 4 1 J, 29

Source: Field research da;t'a-.

Data for the fifty individual jurisdictions included in the analysis

in this chapter are presented in Table 8-5. This table shows the

poverty percentage for each sample unit in 1970, based on the then

current definition of poverty, the level of prior program experience

(none, low, moderate, high), the level of previous model cities

experience, and the combined benefits for low and moderate-income areas
'.,

as judged by the associate. Jurisdictions are ranked according to their
, ,-

percentage of poverty population in 1970. To take one illustration of

how this table can be used, Miami is listed above as one of the eleven

central cities which allocated more than three-fourths of its first-

year CDBG funds for the benefit of low and moderate-income groups.

Table 8-5 shows further that Miami is one of only four sample
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~ -: '...;)~"""~ -' , "~ .,.,.~ ,~,..~ f'T~ ,', ~ r-
moderate' level of previous' experience'imder the' folded-in-programs, " " 

....,' "''-''.-' ~ .... - ( •._ I ~'" ,," .,~ /' ••'1 >'i"# •• ·A~'"- ~

and that the'mOdel oities program' accoUnte<J. for' over 80' percent of' , . 

the funUs 'i't';e'bE;ived uhde~' the"folde'd~in':p:t:6gfams:- '. "., ,<"-:, 
• "~,." . '. • ",., ",.t .... ,_~. _~':. ,_ h '" ,I

All 'of'i;h'e' eleven 'central' cities allocatirlg more than three~fourths 

of their f:Lrst'-year'rom funds' to behefit' i6w' ~'modElrIite-inco;';~: . '-,' 
,: .. ~ - ~. ,,~., ,,," ... _,""~ I., .. " ~ _ "',,_

persons"had' experience linder'the' folded-in programs.' Except for' ,,, 

Phoenix and Raleigh,' ali' had'mbd'etate or hi'gh'leVels 'of ' prior prbgrarl'" 
_ .pt, ~ :.., ~ , '. ~ ~ ,< ,c.. ", • 

experience:' Seven of the eleven had mode1.' cities experience'; with 

model cities 'grams' conrprisirig 'over- one-half the 'hoid-haf.~e;'s'lias,,:, 
, , 

for LOs' AngeleS"and 'New'york." The' "residual" factor from'the model' -J 

citiE;S pi'og1'am' that: a:ppears 'tci have 'been most sighificarit' wa's tne' 
..... ,<.'''1"'.-,',''' ...-... ", -' ~~.,--- ~ .. '~t <",f. -"-Q' ~ .'. • :'-~J"I' " "'f 

presence of'model cities' agencies and 'citizen groups." Their'continuing 
i--~'(-··· ,'- .. _," ' ,.' '.,~ ...... ~ 

influence was' seen as having affecied CDBG allocati'ons' for ~tlant~;;' . 
,".1 , .., 'J, ~. ,_ ";_ ",.<, ,1 'j - •• 

l1msing, ROchester,' and New York. In Atlanta, 'for example, the 

associat'e pointed' out that i't~bs-f~\of the personnel in the' depart~iit· ··f 
, ". 

of community 'and human development, includi;,g,'th~ conuriissioner; had " 

been associ~te'd with' the mcid~i- cities i:;rog'~am." 'The allocati-;'n"oft';,~. 
\,' "rr • • ',. I ,~ . .......... ,


over 80 percent of Atlanta's 'first-year CDBG fuhds for' low and ~ 

" _ .... ':. •• -'.; t .~ "r,' '. ;' ::, . _ ~ , .~." 

moderate-income areas reflects the ongoing 'influence 'of these former 
J h ~ ...., .-.' < _ ' , ",. ~ 

model cities officials and the general sympatbY of the mayor and '" 
• i",-' - "'~ • :. 

other officials for such an allocation. 'This was despite advocacy 

by the Director of Budget and Planning and some members of the 

business community for a broader distribution of funds to neighborhoods 

outside the poorest areas. In Lansing, Michigan, the associate 

noted a "wider dispersion of program benefits under the CDBG program 
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to moderate and middle-inc?JOO neighborhoods surrounding, co~paredJto ,I 

the model cities p:r,Ogram." How~ver, model ,cities groups were· sat(i ,t.9.,l. 

have retail).ed "the ability to exercise some influence over CDBG, 
, 1 , ~ 

allocations." The inclusion of the model cities director in the- , ~ ..t. .. ,~ 

"Technical Planning Commission" which advised the city council in 
. , - ' .. 

important in the distribution of CDBG funds to low and moderate-income 

groups in Minneapolis,and, to a lesser extent, in ,Miami. Although, 
.}." '. 

the model cities planning council was not itself represented on, the. 
~ f:. • 

influential citizen advisory commission for the CDBG program in 
I _", _. • _ If 

Minneapolis, several of its members served on the commis,sion. 
_ t, , ~ , ~, \ ," . 

Their advocacy of social services for low and moderate-in,come persons, 
, ' 

sUPporte,d by other citizen advisory committee JOOmbers , resulted 

in that committee "tilting towards neighborhood housing and social 
> , ' ~ 

services," ,In the case of Los Angeles, the mayor and cquncil , , 

differed on the proportion of CDBG funds which shou;td be concentrat~<'!. 

in model cities target areas, as shown in Capsule 8-1. (Material 
"
in ,

" ' 

quotes in all capsule descriptions in this ch~pter is taken directly 

from field associates' ,reports.) 
" 

,. ; 

"


•
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Capsule 8-1. Los Angeles. California 

Population: 2,811,800 
Percent lower-income area benefits: 83.7 percent 
Grant amount: $38,595,000 

For Los Angeles model cities funds represented almost 60 percent 
of its hold-"harmless' base'.' IIi the development of the first-year 
application under the CDBG program, the city council favored a 
dispersal of these funds, with allocations for all fifteen council 
districts; The mayor, on the other hand, advocated the continuation 
of model cities'and'urban renewal activities. 

Citizen participation had an important impact in the resolution 
of this issue. "The citizen participation organizations in the model 
cities areas were disbanded" and replaced by an organization of 150 
persons, ten appointed by each of the fifteen city council members. 
The new-group, 'however; did not give,the council members effective' 
leverage, "because of its unwieldly size and the short-time period 
available for 'preparing 'the CDBG application." A technical committee 
waS appointed by the mayor to develop the application, and proved to 
be an important resource for him. ,The work of the technical committee, 
along with the strategy employed by the mayor vis-a-vis the city 
council resulted in.the adoption by the council of an application 
which reflected inany of the mayor's principal concerns. "The 
strategy of-the mayor's office was to look at the priority areas of 
the city and then work back to find eight votes from the city council. 
There was -active courting by the mayor's office to give some council 
districts sufficient money to get their votes for his plan." 

The focus of the first-year CDBG application was on social 
services formerly provided under the model cities program and capital 
projects for neighborhood d~velopment and housing rehabilitation, 
principally in lower-income areas. Some "left-over money" was 
allocated for new projects in council districts which previously had 
neither model cities nor neighborhood development programs. 

,,, 

•
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There were four central cities, which , although they did not 
, " 

- > 

have a model cities program, were found to hav~, alloca,:ted.II')re than 

three-fourths of their first-year CDBG funds for lower-income groups. 
; , 

For these units, the orientation of local officials and the 

" 
presence of organizations favoring this kind of an allocational 

pattern appeared to be the most important factors in the CDBG 

decision process. In Jacksonville, for example, several years before 

enactment of the CDBG program, the goal of general neighborhood 
'~l ,. ,Y 

development for the city's low and moderate-income areas,had been 

institutionalized by the city's "Neighborhood Improvement Mechanism". 
, 

The purpose of this program is to "help neighborhoods head off blight 
-'. 

and decline before they require massive assistance." ThefJacksonville 

case reflects a neighborhood development strategy, which,. as 

discussed in the third section of this chapter, was adopted by many 

recipient jurisdictions under the CDBG program. 

Income-incidence Findings for Satellite Cities 

The income-incidence data for the twelve satellite cities in 

the sample contrast strongly with those for central cities. Only 

three satellite cities allocated more than 50 percent of first-year 

CDBG funds for lower-income groups,' as compared to almost three­

fourths--or twenty-one--of the central cities in the sample. (The' 

three satellite cities in this group are East Orange, New Jersey; 

Miami Beach, Florida; and Mt. Vernon, New York.) Miami Beach which 

allocated almost all of its first-year CDBG funds for lower-income 

persons is the only satellite city to be categorized in the over 
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75 percent group in Table 8-3.

Table 8-3. - Percentage of Benefits for Major Income-group Categories in
"

Twelve Satellite Cities by Number of Jurisdictions..

.Income-group incidence
c_ategories

Percentage of benefits

0-25 26-50 51-75 76-100
Number of

jurisdictions

Low and. moderate-income
families and
individuals _ 7 2 2 1 12

other inc<;>me ~oups 9 2 ... 1 12

, Conmnmity-wide/Non- .-
income specific 3 4 3 2 12

•

'; ~,

Source: Field research data.
; $';- :~

In Miami Beach, the combination of well-articulated citizen demands

for a housing program for poor elderly persons and the advocacy of

"this project by a member of the city council led to the allocation of

'a high proPortion of program benefits to "elderly citizens on fixed

incomes living in the South Beach target area." (See C~apter 11,

Capsule 11- 4,).

In sharp contrast to Miami Beach, the near absence of an

identifiable poverty population and any advocates for these groups

in the_ government explains the allocation by- Greece, New !ork of

76 percent of its program benefits to other income groups. Greece, a

large suburb of Rochester, allocated most of its first-year CDBG
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funds for the alleviation of drainage problems, benefitting middle 

and uPPer~incoine prop<\rty owners. 'Greece is a CDBG entitlement ' 

city (1970 population of 75 ,i36), which; 'as' Table 8-5 shows, 'had the 

lowest 'poverty-percentage of-the,samp1e governments~ (2.8_percent) , ' 

and low expehence undE;r-'tli'e -folded-in giants.. . 
Two satellite cities, Evanston, Illinois, and Scottsdale, .Arizona, 

allocated over 75 percent of program benefits on a coIDmuriity-wide
I - . 

basis. Proportlons of persons with incomes below the poverty 'line 

in 1970 were very small for both jurisdictions (see Table B~5);~ 

neither had experience under the model cities program. S~bttsdale 

allocated 84 percent of its CDBG funds on a community-wide basis. 

The city council responded negatively to a re~uest for first-year 
'-~~~J ~ •• , 

funds to be used to rehabilitate a low-income cooperative apartment 

complex on the grounds that "the city should not be involved in - " ~.', ~ . ' '. . ."' 

housing subsidies." The associate reported that "in general, benefits 
• !' - 'l~ _ . 

were ,spread across the cSlllllrrupity via the continuai;ion of capital 

improvements projects and new programs, particularly for s~~ior citizens. 

Income-incidence Findings for Non-metropolitan Jurisdictions 

Four out of nine non-metropolitan units in this analysis-allocated 

over half of their CDBG funds for low and moderate-income groups. 

Three of these 'units:"-Casa Grande, Arizona;' Charlottesville, Virginia;' 

and Plainview, Texas-':are in the over 75 percent 'category inC Table 8-4. 
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Table 8-4. Pe'rcentage 'of Benefits for 'Ma:j'or ,IIicome.,...group..Cat.eg<;>r:\ces '.'1:'"1'

in Nine Non-metroPolitan Jurisdictions ..by Number' or. Jurisd;j;:c;ti;:>Il\l''\', "\:--~

," P;rce~tag:: ot: be??fits:., ;\'-''''' '~);>~rJ of
0-25 26-50 51-75 76-100 jurisdictions

Income g'i-oup inCidence
categories

-'~_:':;l' - • ':" -

Low and IIDderate':'income
families and individuals

"! .1

3 2

" ,

9 ..., I ... .,
""3 ,

~, 1 ;",:,;>i· ' , 9 ,, .!.J:

'{' • " ,,- ,

• I • " _, ••
• '- • .$ •

9
'.'

3
-. " ._~. ~ ~

. '. ;

1

15

.1

other income groups
\ ~. -

,.'

Community-wide!Nbn­
income specific'

Source: " Field research data. 0' '1::;., .. 'k 1"

" -, J .~

Casa Grande' and Plainview are discretionary CDBGlI'ecipients;,c "', c'

Charlottesvilie received first-year CDBG foods ~be0ause.of its<,hold-~, " ~

harmless status under the urban renewal and open'space programs.' Two· _:,

factors -comilioii to Casa Grande and Plainview, .discretionary statusl'and

substantial areas 'of poverty;· explain"the 'allocation, of essentially", "

all program'benefits to lower-income groups. Both,cities had high,,;t.

proportions'·of.persons, below the poverty level (see Table 8-5-) and " .'.

were strongly influenced' by HUD's response,to'their pre-application• .'

In both cases, the area office ini:licated a preference for, capital" ':" .. '

expenditures concentrate'd in· lower-income areas,•..Citizen groups in'·

'these neigliborhbods' were not active' in, the' app:Lication 'process" ,,: :

although'the PlainviewTassoc':i.ate ·noted' that· the 'Central Plains c, .,

(Texas) anti'-poverty agency' serving' Plainview \vas '''conce'rn~d :but not.

active." He added that neighborhood organizations in poor and minority



319 

areas in", PIainview "are quite timid." In Casa Grande, the lack of 

input from poverty neighborhoods and minorities was attributed by 

the associate tD the lack of organized groups. 

, Charlottesville fS use' of alrrost 90 percent of its CDBG funds 
;~ I ..: ,­

for lower-income residents was "the outcome of an application process 

in which both citizens and officials were oriented toward improving 

the quality of life for low-income residents, with special attention 

to housing. If A community development task force appointed by the city 

manager provided "greater opportunity for citizen participation than 

had existed under urban renewal." Both low-income persons and 

minorities were represented on the task force. Although CDBG funding 

for housing rehabilitation and related public improvements and social 

services ,meant that CDBG funds "were rrore widely disbursed than under 

the completed urban renewal pr9gram," rrost funds were expended in 

low-income areas of the city. 

'Pulaski County, nlinois, is the only other non-metropolitan 

juriSdiction which allocated more than 75 percent of its CDBG funds 

for one income-incidence category, in this case, the community-wide/ 

non-income specific group. Like Casa Grande and Plainview, Pulaski . 

County is a discretionary recipient of CDBG funds, whose application 

strongly reflected HUDfs priorities. (See Chapter 7, Capsule 7-3.) 

The allocation of 85 percent of first-year CDBG funds was for the 

acquisition and renovation of facilities for senior citizens in all 

f~ve rural counties incl~ded in the CDBG consortium. According to 

the associate, "The facilities will be used by people in the entire 
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Ifive-county area; they are not restricted to low and,moderate-

income people. However, poverty is so widespread (45.4 percent of

Pulaski C01mty residents in 1970 had incomes below the poverty line)
: '

that poor persons undoubtedly will be the main beneficiaries."

Individual Unit Data
!, ; "

Table 8-5 presents the data, as discussed at a number of points
1

above, for the fifty sample units in this analysis.



Table 8-5. Central Cities, Satellite Cities and Non-metropolitan Units: Poverty Population, Prior

Program Experience and Allocations to Benefit Low and Moderate-income Groups

Percentage of
Poverty as allocations to

pereentage of Model cities ' bene f'i. t low and
population'* Prior program as percent ot: moderate-Income

Sample jurisdiction (1970) experience hold-harmless groupe

Over 20 percent poverty:

Pulaski County, Ill. 45.4 None 5.0

Newark, N.J. 22.2 High 24.5 55.3

Casa Grande, Ariz. 21.1 None .. , 100.0

Miami, Fla. 20.4 Moderate 80.1 89.7

15-20 percent poverty:

Atlanta, Ga. 19.9 High 30.4 83.3

St. Louis, Mo. 19.7 Moderate 45.6 70.7

Plainview, Tex. 19.4 None ..,. 92.5

Durham, N.C. 19.4 Moderate , 87.9...
Miami Beach, Fla. 19.0 Low ... 94.7

Carbondale, Ill. 18.6 High 33.3 72.2

Cleveland, O. 17.1 Moderate 57.9 72.3 w
I\}
I-'

Jacksonville, Fla. 16.8 Moderate ... 82.6

Lubbock, Tex. 16.2 High 68.5



Table 8-5. (continued)

Percentage of
Poverty as allocations to

percentage of M:>del cities benefit low and
population* Prior program as percent of moderate-income

Sample jurisdiction (1970) experience hold-harmless groups

Charlottesville, Va. 15.7 High ... 89.9

Roanoke Rapids, N.C. 15.6 None 45.0

Boston, Mass. 15.4 High 20.6 38.6

Philadelphia, Pa. 15.1 High 30.1 41.9

Pittsburgh, Pa. 15. 0 High 27.0 63.2

10-15 percent poverty

Bangor, Me. 14.9 High 31.7

New York, N.Y. 14.6 M:>derate 50.9 88.5

Portland, Me. 14.5 High 31.2 28.9

Chicago, Ill. 14.3 M:>derate 69.3 52.9

Houston, Tex. 13.9 M:>derate 93.2 67.6

Denver, Colo. 13.5 High 31.2 57.6

El M:>nte, Calif. 13.4 Low 24.2

Los Angeles, Calif. 13.0 M:>derate 58.5 83.7 w
I'>
I'>

Cambridge, Mass. 12.9 High 34.0 28.7

Raleigh, N.C. 12.9 Low ... 100.0



Table 8-5. (continued)

Percentage of
Poverty as allocations to

percentage of Model cities benefit low and
population* Prior program as percent of modera be-income

Sample jurisdiction (1970) experience hold-harmless groups

Rochester, N.Y. 12.0 High 16.8 82.5

Phoenix, Ariz. 11.6 Low 100.0

Minneapolis, Minn. 11.6 High 25.3 82.4

East Orange, N.J. 11.1 High 55.3 66.2

Auburn, Me. 10.9 High 9.1

East Lansing, Mich. 10.8 Low ... 42.6

Sioux City, Iowa 10.5 High 5.1

Seattle, Wash. 10.0 MOderate 38.9 68.'3

Worcester, Mess. 10.0 High 31.7 22.9

5-10 percent poverty:

Lansing, Mich. 9.9 High 27.7 76.0

Mt. Vernon, N.Y. 9.5 High 43.7 62.5

Sioux Falls, S.D. 9.3 High 3.1
w

Alma, Mich. 8....5 High 24.0 '"w
San Jose, Calif. 8.4 MOderate 47.1 51.8

Evanston, Ill. 6.4 Low 7.5



Table 8-5. (continued)

Percentage of
Poverty as allocations to

percentage of ; If.odel cities benefit low and
population* Prior program as percent of moderate-income

Sample jurisdiction (1970) experience hOld-harmless groups

Santa Clara, Calif. 6.3 'Low '" 17.8

MarlboroUgh, Mass. 6.1 High 15.5 •
Oleveland Heights, Ohio 5.5 ' None 6.0

Huntington Beach, Oalif. 5.2 Low 36.0

Scottsdale, Ariz. 5.1 High

Less than 5 percent poverty:

Lakewood, 0010. "4.6 Low

Greec,e, N.Y. 2.8 'Low ...

Source: Field research data.

* Poverty population is defined as the number df persons whose incomes are below the poverty level established
by the Office of Management and BUdget.
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Additional Summary Data

On the whole, there~is a relationship between the poverty rate

and the proportion of CDBG funds allocated for lower-income areas,

although it does not reflect a consistent descending pattern. Table

8-6 summarizes the data on this basis.

Table 8-6. Income-incidence Data for Fifty Sample Jurisdictions

Summarized According to Poverty-rate Groupings

Mean Percentages

Poverty as percent- Benefits to Benefits to
age of population low-income moderate- Benefits to
(1970) groups income groups both groups

Over 20 (n=4) 44.5 18.1 62.6

15-20 (n=14) 45.9 25.8 71.7

10-15 (n=19) 24.3 30.7 55.0

5-10 ~(n=l1) 14.0 13.2 27.2

0-5 (n=2) None None None

Source: Field research data.

Support for the proposition that jurisdictions with model cities

experience are likely to allocate greater proportions of program benefits

to lower-income groups is clearer. The mean percentages of allocations

for each income-incidence category, calculated separately for model

cities and non-oodel cities units, are presented in Table 8.,.7. M:ldel

cities units allocated almost 50 percent more benefits to lower-income

groups than did non-model cities. Within the model cities group as
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a Whole, the extent of experience under the program is also related 

to the proportion of benefits to lower-income groups. Jurisdictions 

in which model cities grant funds represent more than two-thirds of 

the hold-hariiuess base allocated 70 :Percent of program benefits to 

lower-income groups. In jurisdictions where the model cities grant 

funds account for less than one-third of the hold-harmless base, and 

where it is between one-third and two-thirds of the hold-harmless 

base, the proportions of program benefits to low and moderate-income 

areas are 59 percent and 66 percent, respectively. 
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Table 8-7. Income-group Incidence Data in Relation to :M:ldel Cities

Program Experience

Mean Percentages for Income group Incidence Categories

Low :M:lderate Community- Not
Jurisdictions income income other wide allocable

:M:ldel cities
(n = 24) 33.5 29.3 9.1 16.0 12.1

Non-model Cities
(n = 26) 24.3 17.6 10.7 34.0 13.4

Source: Field research data.

STRATEGIES AND PATTERNS

Putt~ng together the data on uses and net effects with the data in

thlS chapter on income lncidence, it 18 posslble to generalize, at least

on a prellminary basis, about strategies and patterns in the allocation

of CDBG funds.

Far and away the predominate approach to community development under

the block grant program in its first year of operation involved a

neighborhood conservation and growth strategy designed primarily to

prevent urban blight. Several groups of sample units can be identified

under this heading. We distinguish in this section between old and new

target areas--the former refers to areas which were target areas for the

model cities program or urban renewal, the latter to lower-income areas

which were not included under the folded-in programs.
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Of the fifty cases in this analysis (the full sample minus ten 

urban counties and two cities for which income-incidence data were not 

available), there were none which we classified as having a decidedly 

redistributive pattern in their use of CDBG funds, that is, involving 

a shift away from lower-income target areas under the folded-in programs 

to moderate or upper-income areas. As stipulated in the law, the sample 

units tended to emphasize low and moderate-income groups and areas; 

main exceptions were community-wide development projects which in many 

cases were justified in terms of their principal long-term beneficiaries 
• 

being low and moderate-income persons. In only three cases did 

recipient jurisdictions use most of their CDBG funds to complete ongoing 

downtown renewal projects. These cases come the closest to being 

redistributive. The three cities in this group are Auburn and Bangor, 

Maine, and Sioux City, Iowa. The case of Auburn is briefly described 

in Capsule 8-2. 

Capsule 8-2. Auburn. Maine 

Powlation: 24,151 
Central city with hold-harmless entitlement 
Grant amunt: $701,000 

A city with no mdel cities experience and a poverty population 
of 10.9 percent, Auburn allocated 80 percent of its first-year block 
grant to complete its downtown urban renewal proJect. A citizen 
advisory committee indicated interest in a new inner-city development 
project along with city-wide public improvements. However, the city 
manager and the city planner decided instead, partly as a result of 
conversations with the HUD area office, that it was in the city's best 
interest to complete the Great Falls urban renewal project. Fear of 
jeopardizing prior city investments and of possible legal complications 
concerning the payment of urban renewal notes were major factors in 
reaching this decision. Alternative funding choices initially 
proposed by the citizen advisory committee for the CDBG program were 
not explored once the decision to continue the urban renewal project 
had been made. 
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Twenty-seven sample cities were classified as having a defined 

neighborhood conservation and growth strategy, concentrating on 

identified'target areas. In eight of these cases, the bulk of first­

year CDBG funds was allocated for old target areas. In twelve cases, 

new "target areas received more than half of the first-year allocations. 

Seven sample units with very low or no prior program experience are 

in this group; CDOO allocations for these units were all in 'new target 

areas. 

St. Louis is one of the cities classified with seven others as 

having a defined neighborhood conservation and growth strategy in 

which'a majority of CDBG allocations (in this case 52 percent) were 

made in old target areas. According to the associate, the rest was 

used in relation to "a new housing strategy to save what could be 

preserved, revive some areas, and in others eliminate deteriorated 

housing." Conunenting on the distribution of these funds, the associate 

said, "Considering the money available and the built-in demands for 

CDBG funds, the city did a good job of using funds in large enough 

chunks to have an impact in the neighborhoods selected." 

Among the twelve cities with a defined neighborhood strategy -, 

which allocated more than half of their CDBG funds in the first year 

for new target areas, two examples are of interest. For Cleveland, 

the associate specifically mentioned a "triage philosophy" focused on 

"salvagable" neighborhoods. In Houston, the associate reported that the 

framers of the first-year application envisioned that CDBG funds for 

housing rehabllitation would be supplemented in the target neighborhoods 

by locally-generated funds earmarked for capltal lmprovements that 

would be applied to related neighborhood public improvements--streets, 
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lighting, and sewerage. 

Fourteen cities were classified in the first Jear as having adopted 

a generalized, as opposed to a defined, neighborhood approach. Low and 

moderate-income neighborhoods were stressed, but the definition of the 

areas involved tended to be less clear. For example, in Denver, it was 

noted by the associate that all council districts received some CDBG 

funds. Most funds were spent in the model cities area, "the rest on 

a concentrated basis in selected neighborhoods throughout the city." 

Likewise, in Newark, the associate noted "a wider distribution" of 

funds under CDBG with supportive service programs "geared for city-wide 

impact. " Philadelphia is also in this group. Here the associate 

reported that CDBG funds were used "city-wide, but on a neighborhood­

centered basis." In a similar vein, the associate for Huntington Beach, 

California, reported that there was a "concentration of projects in low 

and moderate-income areas," along with projects for public facilities 

with city-wide benefits. 

Six sample units, all of them relatively small, were classified 

as having used the bulk of their GDBG funds on a city-,vide basis. 

Two are discretionary, non-metropolitan units. The remaining four are 

satellite cities eligible for formula allocations. In the latter 

group, for example, Greece, New York, used its CDBG funds for drainage 

projects. Cleveland Heights, according to the associate, specifically 

avoided the designation of a target area, believing that "such a 

designation would result in a negative label being applied to the area 

involved. It 
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For the sall1Ple jurisdictions, then, a strategy focusing on 

neighborhood conservation and growth, with varying degrees of concen­

tration on target neighbo~hoods, has been found to predominate. 

Of the three possible patterns for the spreading effect discussed 

earlier in this chap~er--dissipation, redistributive and triage-­

the first-year CDBG experience most approximates a modified triage 

pattern. Little support was found for the dissipation or redistributive 

patterns. 

As these various strategies come into clearer View, they suggest 

ill1Portanl; questions for the second stage of the research. Current 

plans call for Lhe collection of additional field data on how target 

areas are defined and selected, as well as who benefits from these 

selections. There is also the important related question about 

decisions llQ1 to select certain areas, in some cases distressed areas 

which local officials determine are not feasible or cost-effective as 

target areas. A recent pewspaper editorial on "The Urban Agenda" 

observed that such decisions are becoming much more widespread 

nationally. "NoV) it is becoming acceptable--perhaps even fashionable-­

to argue that some urban areas of immense pathology may have to be 

abandoned, or even ell1Ptied and cleared, before they drag down the rest 

of the community." Y 
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5/ Frank Levy, Arnold J. Meltsner and 4aron ,Wildavsky, Urban Outcomes 
(UniverSity of California Press, 1974), p. 4. 

fY The Washington Post, November 16, 1976. 



CRAnER 9 

THE LEVERAGING EFFECT 

"The amount of federal funding available for the entire community 

development program is totally inadequate for meaningful improvements 

in even a small fraction of the nation's eligible areas," wrote urban 

economist Anthony I:owns in 1975. Block grant funds, I:owns went on, 

"must be used mainly as leverage to attract much larger amounts of 

private co;-pital." 11 

The need to enlist resources from the private sector had been 

stressed by government policymakers as well. Involvement of the 

private sector in community development was urged during the 

congressional deliberations that led up to the Housing and Community 

Development Act of 1974. One spokesman for "leveraging" was Senator 

Robert Taft of Ohio, who stated: 

I believe it worth experimenting to determine 
whether a program which utilizes as much private 
capital as possible for moderate-cost rehabilitation 
loans to citizens with low and moderate incomes is 
feasible. gj 

The wording of the act as it was passed reflects this expressed 

intent of Congress. Section lOl(b)(2) states that "the establishment 

and maintenance of viable urban communities" depends not only on 

federal aid, but also on "increased private investment in support of 

community development activities." 

The subject of this chapter is the leveraging, or multiplier, 

effects of community development block grant funds. We begin with 

a discussion of the leveraging of private capital--where it is to 

come from, what it is for. In this section, spending by the sample 
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units for housing dominates the analysis, although we also found 

examples of the use of leveraged capital for commercial and industrial 

development 'purposes. Despite the fact that efforts to leverage 

private capital, especially for housing rehabilitation, were widely 

attempted in the first year of CDBG, the amounts involved were 

relatively -small, and delays were frequently encountered. This, 

however, is only part of the story as far as housing is concerned. 

If other allocations of CDBG funds for housing rehabilitation are also 

taken into account (i.e., allocations for this purpose where no 

leveraging was contemplated), the overall importance of housing as 

a CDBG function is found to be substantial. 31 

In the second major section of Chapter 9, we examine the processes 

whereby CDBG funds were used to elicit other public funds by using 

CDBG funds to match federal and'state grants-in-aid which were devoted 

to community development purposes. 

Associates were asked to identify leveraging effects and indicate 

the sources and amount, both of CDBG "seed money" used for this 

purpose and the additional private and pUblic funds sought to be 

attracted by these ventures. These leveraging effects are closely 

related to the issue, previously discussed, of direct versus indirect 

benefits for lower-income groups. As was pointed out in Chapter 8, 

community-wide CDBG allocations were frequently justified as a means 

of stimulating private investment in order to broaden the job market 

and strengthen the local tax base. We did not attempt to quantify 

these indirect and longer-range benefits preferring instead to 



concentrate on the direct and identifiable effects of eDBG allocations 

on various different income groups. Likewise, in this chapter, we 

restrict our use of the term "leveraging" to refer to situations in which 

multiplier effects can be identified and in which it is possible at 

least to estimate the magnitude of these effects. The reader is 

reminded that these leveraging. effects ·do not necessarily represent 

the full extent of such efforts. In short, this chapter is restricted 

to efforts in which local officials stated publicly that they were 

directly allocating eDBG funds as part of a plan or project to attract 

private capital or other public funds for certain identifiable community 

development purposes. 

LEVERAGING PRIVATE FUNDS 

Altogether twenty-seven sample jurisdictions were reported by 

associates to have adopted eDBG programs· or projects funded in part 

with block grant monies and in part with funds from the private sector. 

Nineteen of these cases involved housing rehabilitation, with the 

government guaranteeing and/or subsidizing loans made by private lending 

institutions to persons defined as .eligible individuals. Seven sample 

units allocated first-year eDBG funds to attract private capital to 

finance mortgages on existing housing or the construction of new 

housing units. ·Other sample jurisdictions undertook commercial 

and industrial development programs involving investments made jointly 

by the public and private sectors. These cases involve jUdgements by 

the associates that additional private investment was being sought 

through the use of CDBG funds. 
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Of the twenty-seven units that sought to stimulate private 

investment in this way, sixteen were characterized as having a high 

level of experience under the programs folded into the CDBG program 

and are projected in 1980 (on the assumption that the law is extended 

in its present form) to be "losers" when the formula is fully 

imPlemented.!!/ On the basis of the information provided by 

aSSOCiates, it appears that the awareness of projected losses 

encouraged local governments to seek a role for private capital under 

the CDBG program. The following statements, about Rochester and 

Pittsburgh, illustrate this relationship. Planning officials in 

Pittsburgh contended that because of the national allocation formula, 

"llig cities like this one are being left behind with insufficient 

federal funds to meet needs." According to the associate, the major 

objective of Pittsburgh's community development plan is "to stimulate 

private investment in the city." Rochester officials, in their 

initial public statements on the impact of the act and the criteria 

to be used in selecting projects, observed that "by 1980, Rochester 's 

community development entitlement alIlOunt will be reduced dramatically." 

They proposed that CDBG funds "be used as leverage for dollars from 

other sources to maximize their impact." Data on leveraging effects 

in the twenty-seven jurisdictions that were found to have made such 

efforts are presented in Table 9-1. They are subdivided on the basis 

of whether they are projected to be "losers" or ''gainers'' under full-

formula funding in 1980, assuming that the existing CDBG formula is 

extended beyond 1977 in its present form. 
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As indicated above, projected "losers" significantly outnumber the 

"gainers", in fact, by two-to-on,e,. (The alternative ,fo~a 

recommended in Chapter 6 of this report would m,;,t,erially a~ter this 

pattern of benefi:ts by reducing the number ,of "losing" jurisdictions, 

especially among older and densely-populated cities.) 

l' - ~> 

"L' , 

, , 

, " 

.' . 
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Table 9-1. Efforts in Twenty-seven Sample Jurisdictions to Leverage

Prlvate Capital with First-year CDBG Funds, by Projected Gain/Loss*

Positl0n in 1980

Jurisdlction

"Losers"

Allegheny County, Pa.

Atlanta, Ga.

Boston, Mass.

Cambridge, Mass.

Dade County, Fla.

Durham, N.C.

East Orange, N.J.

MinneapollS, Minn.

Level
of prior

experience

High

High

High

High

Moderate

High

High

Programmatic
uses of

leveraged
capital and
CDBG funds

Construchon of
housing units for
low and moderate
income persons

Housing mortgage
pool

Housing rehabill­
tation

Houslng rehabl1l­
tation

Land acquisitl0n;
mdnorlty business
aSslstance; hous­
ing rehabilitation

Housing rehabili­
tation

Housing rehabili­
tatl0TI; business
dlstrlct develop­
ment

Housing rehabili~

tation

Expected
source of

private capital

Private housing
developers

Banks

Various private
lending insti­
tutions

Banks

Private, non­
profit development
corporation; other
unspeclfied local
sources

Local banks

Local merchants
and ,banks

Local banks

Phl1adelphia, Pa. High Municipal mortgage Private lending
insurance and institutions;
housing loan private business
guarantees; (commercial and
industrial and industrial)
commercial develop-
ment



Table 9-1. (continued)

Jur2sdiction,

Pittsburgh, Pa.

Rochester, N.Y.

Scottsdale, Ariz.

Seattle, Wash.

Sioux Falls, S.D.

Level
of prior

experience

High

High

High

Moderate

High

Programmatic
uses of

leveraged
capital and
CDBG funds

Housing rehabili­
tation

Hous2ng rehabili­
tatlon

Construction of'
new rental
housing for the
elderly under
Section 8

Construction of'
housing units for
low and moderate
income persons

Hous2ng rehabi12­
tation; land
development

339

Expected
source of

private capital

Private lending
institutions '

Local banks and
credit lUlions

Private housing
developers

Frivate housing
developers and
lend2ng institutions

Lend2ng inst2­
tutlons; real
estate developers

Worcester, Mass.

HGainers u

High Housing rehab21i- Banks; developers
tation; assistance
to small businesses;
development of
industrial park

Chicago, Ill.

Evanston, Ill.

Houston, Tex.

Los Angeles, Calif.

Moderate

Low

Moderate

Moderate

Housing mortgage
guarantee pool;
housing rehabili­
tation; industrlal
projects

Housing rehabili­
tation

Housing rehab21i­
tation

Housing rehabili­
tation

Private lending
lnstitutions

Local lending
institutions

Private lending
institutions

Pnvate lending
institutions
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Table 9-l. (continued)

Jurisdiction

Los Angeles County,
Calif.

Phoenix, .Ariz.

St. Louis County, Mo.

Santa Clara, Calif.

No change

St. Louis, Mo.

Level
of prior

experience

Low

Low

None

Low

Moderate

Programmatic _
uses of
l~veraged

capital and
CDBG funds

Hous~ng rehabili­
tation

Housing rehabili­
tation

CommerciaI
improvements

Housing rehabili­
tation

Neighborhood
center operation;
neighborhood
conservation _

Expected
source of'

private capital

Private lending
lnstltutions

Urban rehabilitation;
t~sk force and local
lending institution~

Local businesses

Local lending _
institutions '-I

Nelghborhood and
community-wide
'organizations

Non-metropolitan jurisdictions

Carbondale, Ill.

Charlottesville, Va.

Marlborough, Mass.

. High

High

High

Development of
new lndustrial
park

Housing rehablli­
tation

Housing rehabili­
tation

Not specif~ed

Local lending
lnstitutions

Not specified

Source: Fleld research data.

* The calculatlon of' "losers" and "galners" under full-formula funding
In 1980 lS based on U.S. Department of Housing and Urban Development
data comparlng funding under the folded-in programs, averaged for the
1968-72 period, with that projected for 1980, assuming that the existing
CDBG formula is extended beyond 1977 in its present form.



Housing Rehabilitation Programs 

Nineteen jurisdictions -- almost one-third of the sample -­

allocated an average of 8 percent of their first-year CDBG grant to 

attract funds from prlvate lending institutions to be used for 

loans to eligible community residents to rehabilitate their homes. 

For twelve Jurisdictions, assoclates provided information about 

the anticipated (and publicly known) level of private funds to be 

leveraged for this purpose by CDBG "seed money." We did not 

critique or attempt to assess the reported ratios of publlc-to­

private capital, although we dld find that they varied widely. 

They ranged from 1:1, in one case, to a round number general assess­

ment of 1:25 -- with the medlan expected ratio being one dollar of 

CDBG funds to yield about two and one-half dollars of private capital. 

The nineteen units that engaged in leveraging for housing rehabilitation 

are shown in Table 9-2; they are listed in order of diminishing 

proportions of first-year block grant funds devoted to this purpose. 



Table 9-2. Proportions and Ratios of First-year CDBG Funds to Leverage

Private Capital for Housing Rehabilitation in Nineteen Jurisdictions

Approximate
ratio of CDBG

Amount al- Percent of to anticipated
. located for first-year leveraged pri-
leveraging grant al- vate capital
(thousands located for (CDBG: Private

Jurisdiction of dollars) leveraging capital)

Evanston, Ill. 40 18.0 1:25

Boston, Mass. 4,675 14.6 1:4

Cambridge, Mass. 550 13.6 NA*

Charlottesville, Va. 140 13.3 NA

Houston, Tex. 1,200 9.1 1:1

Durham, N.C. 202 8.5 1:2.5

Santa Clara, Calif. 30 8.4 NA

Minneapolis, :rvti.nn. 1,300 7.7 1:4.2

Marlborough, Mass. 80 7.5 1:4

Rochester, N.Y. 1,100 7.5 1:2.3
Chicago, Ill. 3,000 6.9 1:4

East Orange, N. J • 141 5.6 1:2.6
Sioux Falls, S.D. 150 4.9 1:5
Phoenix, Ariz. 100 3.9 1:1
Dade County, Fla. 850 3.9 NA

Worcester, Mass. 178 2.9 1:1.6

JJOS Angeles, Calif. 451 1.2 NA

Pittsburgh, Pa. 250 1.5 NA

Los Angeles County, Calif. 150 1.0 NA

Source: Field research data.

* NA= Not available



Eleven central cities account for 58 percent of the sample units 

that allocated funds to leverage private capital for housing 

rehabilitation. Mean percentages of such allocations, arrayed 

according to type of jurisdiction, region, level of previous experience, 

full formula projection, and size, are shown in Table 9-3. 
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Table 9-3. Housing Rehabilitat10n Leveraging of Pr1vate Capital;

Jurisdictions Grouped by Characteristics

Number of
jurisdictions

TYpe of jurisdiction

Mean percentage of block
grant allocated to

leverage private capital
for housing rehab11itation

Central c1t1es
Satellite cities
Urban countJ.es
Non-metropolitan

Slze of jurisdiction

Less than 50,000
50,000 to 100,000
100,000 to 250,000
250,000 to 500,000
500,000 to 1,000,000
1,000,000 and over

Level of prior program experience

None
Low
Moderate
H1gh

Full formula compared to
categorical funding

Losers
Gainers

Geographical area

Northeast quadrant
North central region
Southern region
Western region

30
12
10
10

12
14

7
7

10
12

7
16
12
27

23
25

16
16
16
14

1.8
3.2
3.2
2.2
2.0
1.7

1.9
2.0
3.0

3.1
1.9

3.3
2.0
2.1
1.2

Source: Calculated from field research data.



The most striking point that emerges lS the relatively 

small amounts of CDBG funds assigned to this purpose, 2.6 percent 

of total sample funds. These mean percentages in Table 

9-3 are shovlU for whole categories of recipients--for example, the 

2.3 percent figure at the top of the right-hand column--is an 

unweighted mean for all thlrty central cities in the sample, 

not just the eleven with housing rehabilitation prograll's using both 

public and private funds. An additional point stressed in the 

discussion which follows is that many units with jointly-supported 

public and private housing rehabilitation programs have experienced 

significant delays in the first year of the CDBG program in_getting ­

these projects underway. 

For the sample as a Whole, the unweighted mean percentages of 

allocations shown in Table 9-3 are larger for units in the Northeast, 

satellite cities, jurisdictions between 50,000 and 250,000 in 

population size, those with high previous experience, and 1ll1its 

projected to be "losers. n These findings are not unexpected. As 

Chapter 6 pointed out, it is cities in the Northeast that contain 

the highest proportions of older housing. Allocations by j:urisdictions 

in this region to attract ¥~ivate capital for housing rehabilitation 

undoubtedly reflect these physical development needs in addition to 

the anticipated lower funding levels under the CDBG program in future 

years. 

An Important Caveat. Conclusions about housing rehabilitation 

as a priority objective of community development programs cannot be 

based on leveraging data alone. In addition to the nineteen 
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jurisdictions which attempted to leverage private capital for this 

purpose, thirty-two jurisdictions allocated block grant funds for 

housing rehabilitation loans and grants with no expectation of private 

sector involvement. Altogether there was a total of forty-nine units 

(80 percent of the sample) in the first year that considered housing 

rehabilitation a high priority for community development. Looked at 

in this broader context, the mean percentages of block grant funds 

allocated for housing rehabilitation are substantially higher than 

those for leveraging effects alone. Twenty-seven central cities and 

nine satellite cities allocated CDBG funds for housing rehabilitation, 

accounting for approximately 17 percent of first-year CDBG funds for 

each group. Seven non-metropolitan units allocated first-year CDBG 

funds for housing rehabilitation; the mean proportion for all non­

metropolitan units was 15.5 percent. Six urban counties allocated 

CDBG funds for housing rehabilitation, with a mean of 6 percent. 

These findings for all housing rehabilitation activities show the 

.. importance of housing as a functional area under the CDBG program• 

Reasons for Leveraging. The reasons given for allocating CDBG 

funds to leverage private capital for housing rehabilitation varied 

•	 from jurisdiction to jurisdiction. Three sample units found to have 

allocated relatively high percentages of their CDBG funds for 

leveraging were: Evanston, Illinois, a relatively prosperous 

satellite community with low prior experience; Cambridge, 

Massachusetts, a hard-pressed satellite community with high prior 

experience; and Chicago, a very large central city with moderate 



347


prior experience. The diverse reasons for adopting joint public­

private housing rehabilitation programs with CDBG funds are described 

for these three cities in the profiles below, which are drawn from 

the associates' reports. (Quotations in the profiles are from the 

associates' reports.) Chicago's case is of special interest because 

of the tie-in to the city's efforts to curb "redlining" i.e., marking 

off areas in which private'lenders will not make loans for residential 

construction and rehabilitation. 

•
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Evanston, Illinois

Allocation for housing rehabilitation leveraging: 18 percent

Among the sample jurisdictions, Evanston allocated the highest,
proportion of its block grant to leverage private capital for housing
rehabill.tation. Although Evanston is a relatively affluent cOllllIIUllity,
most of its land is already developed and most of its housing stock
is between 50 and 100 years old. The housing rehabilitation program
is regarded as "a preventive measure. n Reluctance by officials to
initiate a program of demolition, plus citizen pressure to use CDEG
funds for housing rehabilitation and code compliance, led to the
implementation ~th CDEG funds of a housing rehabilitation program
formally established a year earlier. An allocation also was made to
hire a rehabilitation specialiS1; to work with the city's Housing
Rehabilitation Board.

Cambridge. Massachusetts

Allocation for housing rehabilitation leveraging: 13.6 percent

In Cambridge, a major effort was made to expand a successful
housing rehabilitation program run by the model cities agency using
CDEG funds. This was regarded as very 'mportant in Cambridge, where
scarcity and the high cost of land pI' 'ie substantial new
construction--12 percent of all private ovmed structures are in need
of major external rehabilitation, and 81. "ditional 44 percent require
minor external rehabilitation or repair. ''With proportions of owner­
occupied units and families in the city decreasing rapidly from
1960 to 1970, the use of block grant funds to leverage bank loans
for rehabilitation. is a significant element of the city's neighborhood
stabilization program."

Chicago. Illinois

Allocation for housing rehabilitation leveraging: 6.9 percent

"Efforts to prevent redlining have been more extensive in
Chicago over the last two or three years than perhaps anywhere in
the country." As a result, the city passed a depository ordinance
requiring financial institutions that serve as depositorles for city
funds to disclose where they are making their mortgage loans and
also to take, a pledge not to "redline." (The State of Illinois has
also passed anti-redlining and disclosure legislation.) The city has
taken a strong position on the need for conventional mortgages and
rehabilitation funds in older neighborhoods. Chicago allocated $3
million of its first-year CDEG funds to leverage $12 million in housing
rehabilitation loans from lending institutions, T lrticularly savings
and loan associations.



Housing rehabilitation programs with CDBG funds in many cases 

were tied to neighborhood stabilization efforts and in this connection 

can be linked to the predominance of spreading effects discussed in 

Chapters 7, 8, and also in Chapter 11 in connection with citizen 

participation activities under the CDBG program. 

Leveraging De-Jices. Three basic mechanisms were used to leverage 

private capital for housing rehabilitation--guarantees, tax-free loans, 

and subsidies. Under guarantees, CDBG funds were used as collateral 

pledged as first-dollar payments in the event of losses by the lender. 

This device was used in all of the sample jurisdictions for which 

specific descriptive information was available. 21 In some cases, 

tax-free loans (i.e., under federal tax law) were used to attract 

private loans at favorable rates. On the other hand, subsidies were 

used as an incentive for borrowers to participate in housing 

rehabilitation programs. Subsidies can reduce either the interest rate 

(the usual approach) or the aIIlOunt of principal to be repaid. 

In a number of the sample units, the specific devices to be used 

remained to be worked out at the time of the field research; 

allocations were made for housing rehabilitation on the basis of general 

plans only. As of the time of the field canvass, the investment 

incentive mechanisms for leveraging private capital for housing 

rehabilitation had been planned in both Durham, North Carolina, and 

Rochester, New York. Durham planned to use all three of the devices 

described above, Rochester a subsidy only. 
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Durham. North Carolina 

Leveraging local private capital for housing rehabilitation was 
a central feature of the initial Durham CDBG plan. To stimulate 
bank participation and citizen interest, Durham officials arranged 
for a two-stage interest-reduction process. First, local banks were 
to lend $500,000 to the Housing Authority at a 6 percent interest 
rate. This is one-half the normal effective interest rate on 
rehabilitation loans. The incentive for the banks was the fact that 
income to them from such loans would be tax-free. The Housing 
Authority, in turn, was to lend money to eligible homeowners at a 
subsidized 3 percent rate; $100,000 was allocated for these interest 
subsidies. At the insistence of the banks, Durham agreed to allocate 
an additional $100,000 as collateral for the $500,000 expected to be 
lent to the Housing Authority by the banks. Despite this planning, 
Durham decided not to proceed with this project when it was 
discovered the housing rehabilitation funds could be obtained from 
HUD under another program, the federal government's "Section 312" 
program. 

Rochester. New York 

The purpose of Rochester's home improvement and loan program 
(HILP) was to encourage banks and credit unions to lend money to 
moderate-income homeowners for properly improvements. AIthough a 
cooperative housing rehabilitation program involving the city 
government and local banks had been discussed in general terms prior 
to the CDBG act, no city funds were made available until receipt of 
the block grant. Arrangements between the city and participating 
banks and credit unions specified that homeowners meeting income 
requirements were to apply directly to lending institutions for home 
improvement loans. Applicants approved by the banks for such loans 
were to be granted a subsidy relating to the loan principal from 
the city government after the housing repairs were completed. 
Subsidies ranged from 5 percent of the loan principal for one-year 
loans to 35 percent for seven-year loans. The maximum home improve­
ment loan for which a subsidy was available was $5,000, the minimum, 
$1,000. Rochester allocated $1 million of CDBG funds for loan 
subsidies under the home improvement loan program arrangement. 

Because of the timing of implementation and the delays 

experienced by many jurisdictions, it is not possible at this time 

to draw conclusions about the efficacy and effects of attempts to 

leverage private capital for housing rehabilitation under the CDBG 

program. However, some trends are developing. In Houston, despite 
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recent state legislation and some aSsurances from the Texas Attorney 

General, a state constitutional provision prohibiting the lending or • 
granting of public assets to priva~e individuals has resulted in 

"legal concerns about the Clty'S lnvolvement in a housing rehabihtation 

program" and has delayed the implementation of the program. 

other delays concerned the borrowers. A particularly interesting 

instance of this arose in Evanston. The associate there reported that 

the demand for housing rehabilitation loans was low because of a "great. 

distrust of city hall among low-income and Black people, who fear that 

filling out an application. for a loan or grant is an invitation to have 

the inspectors come and find code violations that, in tum, -will 

require them to invest more money in their homes than theY have or 

want to invest." Rochester, similarly, was six months into the program 

year before it had committed as much as 10 percent of its projected 

home improvement and loan program subsidy funds (see second profile 

above) • This ·was said to be due to "smaller demand for the loans by 

target area residents than anticipated and higher proportions of 

failures to qualify under bank standards for loans than expected." 

Leveraging for other Housing Purwses 

In addition to leveraging for housing rehabilitation, private, 

capital was also sought for other kinds of housing programs. Seven 

jurisdictions allocated CDBG funds to attract private capital to 

finance mortgages on existing homes or the construction of new 

housing units. Atlanta, Chicago, and Philadelphia allocated an 

average of 1 percent of their block grants to stimulate private, 

,
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.conventional mortgage funds which would facilitate home ownership in 

older, low and moderate-income neighborhoods. The efforts of Chicago 

are illustrative. As part of its general strategy to encourage 

investment in older neighborhoods and help counteract "redlining," 

Chicago allocated $500,000 in CDBG funds to guarantee a mortgage pool 

to stimulate $7 million in conventional mortgage funds; these were to 

be invested in seven low and moderate-income target neighborhoods. 

Five jurisdictions--Allegheny County, Pennsylvania; Dade County, 

Florida; Scottsdale, Arizona; Seattle, Washington; and Worcester, 

Massachusetts--each allocated small amounts (less than 6 percent of 

first-year CDBG funds) to encourage residential building activity by 

private developers. Allegheny County projected an expenditure of 

$402,000 for a housing development fund to stimulate tha construction 

of eighty-two new housing units for low and moderate-income families. 

The purpose of th.e fund was to subsidize developers in the construction 

stage in order to reduce building costs and thereby allow rents to be 

held at a level that lower-income persons could afford. An estimated 

$1 million in developer funds was expected to be attracted to this 

program. Officials in Scottsdale, looking for ways to encourage 

private enterprise to provide a "good mix" of housing, allocated 

$25,000 of CDBG funds to a "Work-with-Developers" program. Under this 

program, the Scottsdale planning department sought to involve local 

developers and real estate interests in plarming for housing programs 

using the federal "Section 8" program.fi/ According to the associate 

for Scottsdale, "The most tangible result of this activity was an 

•
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agreement between HUD and a local developer for private construction 

of 240 new rental units for the elderly." 

Leveraging Private Capital for Commercial and Industrial Development 

In addition to leveraging for housing, eight sample jurisdictions 

were reported to have made efforts to use CDBG funds to leverage 

private capital for comm~rcial and industrial purposes. In this 

discussion, we define "commercial" as involving retail sales 

establishments primarily, and "industrial" as involving manufacturing 

and distribution. The proportions of total block grant funds allocated 

to leveraging for commercial development purposes are as follows, in 

descending order: 

Amount allocated 
for industrial 

development Percent of 
(thousands of first-year 

dollars) grant 

East Orange, N. J • 427 17.0 

St. Louis County, lib. 50 2.5 

Rochester, N.Y. 350 2.4 

Philadelphia, Pa. 1,300 2.1 

Worcester, Mass. 100 1.7 

Dade County, Fla. 42,000 .2 

Except for East Orange, which allocated almost one-fifth of 

its total block grant to its Business Development Authority to 

attract commercial enterprises to the city, such allocations represent 
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small proportions of total allocations. While the general goal of 

connnercial development was adopted by these jurisdictions, associates 

reported that speeific program details had not been worked out. The 

Worcester associate, for example, stated that the allocation of 

$100,000 "was to be used to advise small businesses on how to 

increase profits through expansion." Dade County appropriated CDBG 

funds "to attract a local sponsor for a technical assistance program 

for minority businesses." The Dade County associate added that 

"targets and programs weren It finalized during the application process." 

Four sample units allocated an average of 5 percent of their block 

grants to attract private capital for industrial development. These 

jurisdi,ctions, with amounts and proportions allocated for this 

leveraging purpose, are as follows: 

Amount allocated 
for industrial 

development 
(thousands of 

dollars) 

Percent of 
first-year 

grant 

Vforcester, Mass. 850 14.1 

Chicago, Ill. 2,000 4.6 

Philadelphia, Pa. 1,000 1.6 

Carbondale, Ill. 5 .2 

The allocation by Worcester to develop an airport industrial 

park is intended "ultimately to result in private investment to build 

small plants and to generate jobs. While the city expects to increase 

the annual payroll by $16 million for an estimated 2,000 new jobs, at 
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present it has no estimate for plant construction capital." Philadelphia

and Worcester are the only sample jurisdictions that allocated CDBG

i'unds to leverage private capital for both commercial and industrial

development. Philadelphia I s approach to both kinds of leveraging was,

in the associate's words, "to use CDBG funds to write down the cost of

industrial and commercial land in low and moderate-income areas as a

means of attracting private, labor-intensive businesses." True to form,

delays in implementing these leveraging efforts led the Philadelphia

associate to conclude, "It is difficult to judge their success since

they have not yet gotten under way."

THE USE OF BLOCK GRANr ALLOCATIONS TO MATCH OTHER PUBLIC FUNDS

The leveraging potential of CDBG i'unds extends beyond the private

sector. Under the act, block grant funds can be used as "payment of

the non-federal share required in connection with a federal grant-in-

aid program undertaken as part of the community development program"

(Section 105[a][9]). 11 Likewise, there is no prohibition against

local allocations of block grant i'unds to match state grants-in-aid.

A total of twenty-two jurisdictions (more than one-third of the sample)

were classified by the associates as having allocated CDBG i'unds to

leverage other grant-in-aid funds, in all cases involving grant programs

under which these jurisdictions either had never received i'unds before

or had received much smaller amounts. Eight units matched funds from

both federal and state programs; eleven units allocated i'unds to match

federal grants only; three matched state grants only. Thirteen of
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these twenty-two jurisdictions are central ci,ties. The average 

proportion of CDBG funds allocated by the twenty-two units to match 

federal and/or state grants was about 5 percent~~' 

• Matching Federal Grants 

The federal grants matched with block grant allocations are 

mainly for social services, parks and recreation, and economic 

development. Six jurisdictions--Chicago, Cleveland, Durham, Raleigh, 

St. Louis, and St. Louis County--allocated CDBG funds to match funds 

for social services under Title XX of the Social Security Amendments 

of 1974. §/ The progr~ for which funding was most frequently 

sought included child care and various services for the elderly. 

For example, in Raleigh, NJrth Carolina, $55,043 (3.5 percent of 

Raleigh's total CDBG budget) was allocated for social services in the 
~ , 

community development target area, to be matched by Title XX funds'. 

Most of this allocation was directed toward providing a .home-aid 

specialist for the aged, expanding a "meals-on-wheels" program for 

the aged, and operating a day-care center. It was the general 

assessment of associates for these jurisdictions that Title XX funds 
• 

would not have been sought at all, or at least not to the degree 

envisioned, if CDBG funds had not been available. The Cleveland 
, 

associate explained, "In light of Cleveland 's financial plight, these 

Title XX programs would not have been mounted Without CDBG funds. 
, 

Cleveland certaiply would not have allocated money for social services 

from its operating budget, a function for which there was no 'precedent 

in the city." The programs for which Raleigh sought Title"XX funds ~ , "" 
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were said to have "existed in some form in the community prior to CDBG 

funding" but not necessarily in the CDBG target area and certainly not 

at the level that CDBG funding made possible." The associate added, 

"In no case was CDBG money seen merely as replacement for local 

matching money; in each case, these CDBG funds were being used to 

expand an activity and step up its intensity." 

Although social serVlces dominated ln terms of the number of 

jurisdictions allocating CDBG funds for matching purposes, block grant 

funds were also used to match federal grants for other purposes. Five 

jurlsdlctions allocated funds to match federal funds from the Department 

of the Interior for parks and recreational facilities--DeKalb County, 

Georgia; Marlborough, Massachusetts; Roanoke Rapids, North Carolina; 

Scottsdale, Arizona; and Sioux Falls, South Dakota. Projects planned 

with CDBG and Department of the Interior matching funds included the 

aCQuisltion of recreatlonal land for Marlborough and park land in Sioux 

Falls. Again, CDBG funds were seen as necessary to leverage these federal 

funds. 

Four jurisdictions--Alma, Michigan; Miami; St. Louis; and Worcester-­

allocated block grant funds to match funds from the Economic Development 

Administration (EDA). Alma, Worcester, and St. Louis expected to use the 

EDA grant for an industrial park; while Miami, applying for technical 

assistance funds from EDA, sought to develop an "economic development 

program for community development target areas in the city." The Worcester 

associate explained that the plan for an airport industrial park project, 

mentioned above, was first developed in 1967; but funds were not 

available for the local share to match a grant from the Economic 
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Development Administration." The flexibility of the CDBG program made 

it possible to use block grant funds to obtain these federal funds." 

• , t • I ' - 1--r_, , 
Besides these cases, CDBG funds provided the 1:ocal matching money , 

to leverage funds from other federal agencies, including the Army 

Corps of Engineers and the Department of Transportation. 

The question of whether CDBG funds would be used to ]mit together 

. other federal grants or in conjunction with them has been of interest 

since the beginning of our research. 2/ Fiscal linkages between CDBG 

and Title XX grants for ~ocial services stand out so' far in this 

chapter, and are of special interest in relation to the real and 

perceived limits on the use of CDBG f1IDds for social services. We 

plan in the second year of the field studies to devote special effort 

to identifying examples of grants integration, particulahy for such 

new and broader federal grants as general revenue sharing and vari'ous 

other block grants (manpower and law enforcement, as well as' social 

services). Such linkages between CDBG and 'the manpower block 'grant, 

under the Comprehensive Employment and Training ACt of 1973 (CETA), 

are not reflected in this section because there is no matching 

requirement under the latter. In all, twenty-eight Sample units were 

found, in some manner, to have integrated their community development 

and manpower block grant programs--ten on a broad basis,. and the 

remaining eighteen for individual projects. Typically, this involved 

staffing CDBG activities with personnel funded under the CETA block 

grant. 
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Matching State Grants 

Matching grants fro!!' state governments were sought by eleven 

jurisdictions with allocations of ODBG funds. Of these, five csought 

state funds for the acquisition or improvement of land for-recreational 

use. The five are: Alma and Lansing, Michigan; Los Angeles; Plainview, 

Texas, and Worcester. For Lansing, the associate reported that the 

city allocated $240,000 in CDBG funds to match an equal amount from 

the Michigan Department of Highways for completion of bike paths. 

Plainview used $80,000 (40 percent of its total block grant) to match 

a Texas State Parks and Wildlife Commission grant for "flood plains 

management and park improvements for Curry Lake, which has presented 

both overflow and mosquito-breeding problems to nearby residential 

areas. " The use of block grant funds to match state recreational money 

was not~d by the Los Angeles associate as well. She stated that, 

without ,the block grant, an application would not have been made for 

state parks funds, given the "tight financial situation" of the city 

and the fact that Los Angeles does not build parks with money from its 

own general funds. 

PRELIMINARY SUMMARY OF OBSERVATIONS 

On the whole, leveraging effects do not stand out for the first 

year of the CDBG program; efforts to leverage private capital were 

less extensive than we had expected, and those pertaining to other 

public funds, a little larger. Delays in getting these generally 

complex plans underway and the need for additional field study to 
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probe for these interconnections limit our ability to generalize at 

this stage of our research. 

It should also be emphasized that there are important differences 

between private and public leveraging effects. Private funds are more 

likely to be "new money." That is, without having been leveraged by 

CDBG funds, these private funds might not have been directed toward 

"public purposes." In contrast, the public funds described as 

leveraged under the CDBG program would have been spent in the public 

sector in any event. But the question remains: How much more than its 

initial face value can a community development block grant be worth? 

It is still too early to tell. 
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FOOTNOTES TO CHAPTER 9


11 Anthony Downs, "Citizen Participation in Connnunity Development:
vrn:; Some- Changes J!!':f:e- Needell," National Civic Review. Vol. 65 (May 
1975), pp. 242-243. 

gj Congressional Record, Vol. 120, 93 Copg. 2 sess. (1974), p. 6161. 

3.1 This fi!).ding is also discus~ed in Chapter 7 (see pages 260 and 276). 

!u' The proportions of high experience jurisdict~ons and "losers" are 
much higher for the units which attempted to leverage private capital 
with CDBG funds than for the sample as a whole. We include in the 
category of "losers," for the purpose of this calculation, the three ,­
non-metropolitan jurisdictions, Carbondale, Illinois; C~arlottesville, 

Virginia; and Marlborough, Massachusetts, since they would all lose 
their hold-harmless eligibility for,CDBG funds if the present formula 
is fully implemented. 

sJ Rochester, New York, did not use the guarantee device in the first 
year on CDBG, but considered adopting it. 

2J "Section 8" refers to the new federal program enacted as Section II 
of the Housing and Connnunity Development Act of 1974 to provide subsidies 
for the construction, rental, and rehab11itation of new and existing 
housing for low-lncome persons. 

11 In contrast, the use of general revenue sharing funds to match 
federal funds is expressly prohibited in the State and Local Fiscal 
Assistance Act of 1972. 

§/ We have included Title XX (of the Social Security Amendments) funds 
for social services under federal grant programs for purposes of this 
analysis, even though this program is, in effect, a block grant to 
states. States or their local jurisdictions must pay the 25 percent 
in matching funds required under Title XX, except for family planning 
services for which the matching share is 10 percent. 

2/ HUD, the Department of Labor, and the Economic Development 
Administration are engaged in a special program to facilitate 
coordinated planning at the local level of three interrelated federal 
grant programs--CDBG, economic development, and the block grant for 
manpower under the Comprehensive Employment and Training Act of 1973 
(CETA). On September 30, 1976, the three agencies announced special 
grants to ten cities. The ten cities include three of the Brookings 
sample jurisdictions for the monitoring study of the CDBG program. 
The three are Chicago, Philadelphia and Pittsburgh. Since these 
efforts were begun after the submission of the field data on which 
this report is based, the field associates involved have not yet had 
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had an opportu-'lity to observe their effects. See also report by the 
National Council for Urban Economic Development, "Conmrunity, Economic 
and Manpower Development Linkages" (produced under contract H-2274 
for the Office of Policy Development and Research, U.S. Department of 
Housing and Urban Development, February 1976; processed). 
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POLITTCAL EFFECTS
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CHAPTER 10


TIlE ROLE OF GENERAL-PURPOSE LOCAL GOVERNMENTS: WHO DECIDES?


Federal grant programs are more than fund transfers. They are, in 

varying degrees, transfers of power. While the political conse~uences 

of grant programs have long been apparent, they are often not taken into 

account in designing federal grants-in-aid. In the CDBG program, 

however, they were explicitly considered. The program was deliberately 

designed to bring about certain political consequences. These are 

generally referred to under the heading "decentralization." 

As enacted ln 1974, the CDBG program reflects the Nixon Admlnistration's 

aim to expand the role of officials (mostly elected officials) of general-

purpose local governments; at the same tlme, it seeks to limit the powers 

of the federal bureaucracy and of specialized local authoritles and 

agencles. The principal mean toward these ends is the latitude the CDBG 

program glves to local governments to establish their own priorities and 

programs (albeit within the broad framework of the "natlonal objectives" 

and "permisslble uses"). The House Banking and Currency Committee was 

expllclt on this point, stating in its report that "local elected officials 

should clearly be in charge of managing block grant funds flowing to 

then communities." 1/ 

This chapter focuses on the role of general-purpose units of local 

government under the CDBG program.. Our question is; "Who Decides?" 

First, we examine the role of generalist officials under the CDBG program,~/ 

with particular attention to the extent and nature of their lnvolvement 

in supervising the preparation of the CDBG application and setting community 

development priorities. Under thlS heading, we describe separately the 

363 
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role of local legislatures as well as that of the local chief executive 

and other appo1nted officials directly responsible to the chief executive 

and having broad, cross-cutting responsib11ities. In the second major 

section of this chapter, we consider the role of specialized agencies 

and author1ties under the block grant program. 

In dealing with these issues, the fleld research associates were 

asked to assess the roles played by var10US major types of officials 

involved 1n the CDBG decision processes of the sample jurisd1ctions. 

Initial responses, based on a series of eight questions, were provided 

in the first-year field reports. (See Part I of the Field Research 

Report Form in Appendix II at the back of this report.) After these 

reports were submitted, the assoc1ates met and discussed at length the 

role of generalist and spec1alist officials under CDBG. They were then 

asked to assess the role of generalists and program spec1alists under 

CDBG for their jurisdictions, using a common set of definitions based 

3/
on the discussion at the research conference. - Both sets of results 

are used in this chapter. 

THE ROLE OF GENERALIST OFFICIALS 

Local generalist officials have by statute the following four 

responsibilities in the CDBG application: (1) to authorize their juris­

dictions' participation in the program, (2) to determine how the 

appl1cation process for their jurisdiction 1S to be organized, (3) to 

establish local priorities for housing and community development and 

decide how CDBG funds will be used to meet these needs, and (4) to approve 
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the grant application before its submission to HUD. The law does not 

mandate that generalist officials carry out all of these actlvities 

themselves. They may, i~ the~ choose, delegate responsibillty for 

preparing the appllcation and for setting priorities. Should they 

elect to delegate these functions, it may be to existing special-purpose 

agencies already engaged in community development and/or housing 

activities, to other local officials, or to an ~ndividual or organization 

Qutslde government. However, generalist officials must in the final 

analysis take responsibility for the contents of the application. 

For, fifty-eight of the sixty-two jurisdictions in the study sample, 

our analysis shows generalist officials to have been activelY\lnvolved 

in some. aspect of the application process. This 15 not surprising. The 

CDBG program involves signlficant amounts of money -- in the case of 

Carbondale, Illln?is, for example, 20 percent of that clty'S 1975 

bUdget. The projects undertaken with CDBG funds are conspicuous 

and of conslderable interest to local residents. Furthermore, the 

program was widely understood by local officials, at least inltially, 

as having relatively few strings. Officials of a number of the sample 

jurisdlctions had lobbled for passage of the block grant program for 

commun~ty development; thus they had a personal stake in demonstrating 

that the CDBG program was a better approach than categorical funding 

and that It would strengthen local government. 

Four Instances of Minimal Involvement. In four sanlple jurisdictions --

HarrlS County, Texas; Pulaskl County, IIIlllOis; Hennepln County, Minnesota; 

and El Monte, Californla -- our analysis showed that generalist officials 
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took essentially the minimum responsibility re~U1red under the act, 

restricting their participation to authorizing applications and giving~ 

them final approval. For these local governments, connnunity developmerlt 

activities are a new concern. Two of the four jurisdictions ~ualified 

for their grants as urban counties entitled to formula allocations. In 

the c~se of Hennepin County, discussed in greater detail later in this 

chapter, responsibility for the program was assigned completely to 

cooperating cities in the county. The experience of Pulaski County, a 

rural county that received a discretionary grant, (see Capsule lo-i) 

also illustrates minimal participation by ~eneralist officials. In El 

Monte, although a consulting firm was assigned the responsibility 'of ; 

;. 

preparing the application, generalist officials-dld provide broad policy 

guldelin~s and the assi~tant city manager served'as liaison between the 

city and the consultants. As was pointed out in Chapter '7, we found that 

the administration of discretionary CDBG grants most closely followed 

the intergovernmental patterns set by the folded-in grant programs. In 

Pulaski County, as for other small recipients of discretionary CDBG 

grants, the necessary local planning and administrative expertlse may 

simply be lacking, with the result that outside help is needed. (Material 

in ~uotes in all capsule descriptions in this chapter is taken directly 

from field associates I reports.) 
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Capsule 10-1. Pulaski County, Illinois

Population: 8,741"
Non-metropolitan discretionary county
Grant amount: $300,000 ",

In 1972 Pulaskl county joined four other sparsely populated rural.
counties-in southern Illinois to create a regional consortium
for the purpose of seeking state and federal funds to support community and
economic 'development' activities. Composed of farmers and sm~ll-town
merchants, the county commissions are "essentially legislatjve bodies with
little capacity or in'clination toward executive functions." The county
therefore relied on outside consultants and agencies -- i.e., grantsmen
to provide the necessary expertise to seek state and federal grants.'

'In'the first year of the CDBG program, generalist officials in
Pulaski County assigned most program responsibility to a regional planning
body ~- the Mississippi~OhioRegional Planning and Development Commission
(''MOVER''), recently disbanded. The associate reported that "the elected
offici~ls' on the county connnission allowed MOVER a great deal of discretion
and latitude. Their major rqle seemed to be in agreeing to let Pulaski
County 'sign off"on the application as the official applicant' once the
application was co~pleted.tl

It was the executive director of MOVER who orlginated the idea that
the consortlum, wlth Pulaski County as its lead agency, should apply for
a CDBQ discretionary grant. Having convinced the consor~ium aS,a whole
of the benefits of such a grant, MOVER was then given a conti-act to carry
out this project. After MOVER prepared the application, the Pulapki County
Commission held the necessary public hearings and approved the application
for' submlssion to HUD •

.. The five-county c.onsortium's total population is 58,266. The grant
amount used in thlS report is that for the entire consortium.
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Identifying and Assessing Significant Trends. The decision by 

Pulaski County to turn to sources outside the government for expertise 

on federal grant processes, as indicated, does not represent the 

prevaillng pattern. The overall picture shows active involvement by 

generalist officials, although whether the degree of involvement is a 

new development -- i.e., a result of the block grant program -- or 

whether it is a perpetuation of an older, establlshed pattern must be ~ 

exalIllned .. 

Based on the conference discussion of this subject in April, 1976, 

the associates were asked to respond to two statements involving the 

role of generalist officials in the CDBG program. First, they were 

asked to indicate whether the following statement was applicable to 

their jurisdictions: "Primary responsibllity for priority-setting for 

commun1ty development programs and activities under CDBG was exercised 

by generalist officials of local government." The associates indicated 

that the statement did indeed apply to flfty-six of sixty-two jurisdi<;tions. 

In addition, they were asked to indicate whether their assessments 

of "primary responsibility" reflected a change in the role of generalist 

officials in the fifty-six jurisdictions. Associates for twenty-three 

of these fifty-six jurisdictions said that their assessment represented 

no change in the role and relative influence of generalist officials. 

In these twenty-three jurisdictions, generallst officials were, in effect, 

recorded as being in control of community development programs prior to 

CDBG. Where it did represent a change, we asked associates whether the 

change was directly attributable to the CDBG program. In eleven cases 



associates reported that the prominent role occupied by generalist 

oi'ficlals was a change resulting i'rom the CDBG program. In twenty-two 

cases~ a process of transition from program control by specialists to 

control by generalist oi'ficlals was already unde~Tay and was said to 

have been accelerated by the CDBG program. 

Durham, North Carolina, is an example of this "transitional" group. 

Dissatisfaction on the part oi' generalist oi'i'icials with specialist-run 

redevelopment activlties had begun to develop in the late 1960s. In 

1974, the year before the CDBG program was launched, the city of Durham 

employed a management consultant to recommend organlzational changes 

to "increase the Clty'S capability to carry out communlty development 

activities." The consultant's report urged the transfer oi'most 

community development programs i'rom the redevelopment agency to the 

general-purpose government. This recommendation was accepted by the 

city council. Implementation had begun bei'ore passage of the CDBG 

program which, according to the assoclate i'or Durham, accelerated the 

administrative reorganization process. Similarly, in Philadelphia the 

mayor apPolnted a close polltical ally to head the city's redevelopment 

agency in 1973. In the same year he brought the model cities program 

closer to the city government by appointing its director to the position 

of deputy mayor in charge oi' human resources. 

The i'inding that a move to greater generalist control was in progress 

prior to 1974 is not surprising. The same concerns and attitudes that 

shaped the CDBG program in Washington (discussed in Chapter 2) could have 

been expected to produce parallel and similar lni'luences at the local level. 

•
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At the same time that general revenue sharlng and block grants were 

being debated in Washington, local o~~icials could logically be expected 

to take steps at home to rein~orce the decentrallzation idea by 

reassigning to generalist o~~icials dutles whlch had traditionally 

been carried out by specialist agencies and authorities. Furthermore~ 

as was pointed out in Chapter 2, through several administrative changes 

ln the model citles program a~ter 1968 and through the Annual Arrangements 

and Planned Variations programs, the role o~ generalist o~~icials in 

community development programs was belng enlarged prior to CDBG. 

Urban Counties. Especially wide variatl0n 1Tas ~ound in the role o~ 

generalist o~~icials in the ten urban countles in the Brookings sample., 
Since the CDBG program involves a new role ~or almost all county govern­

ments which have participated, it is worthwhile here to brie~ly describe 

the program's impact on generallst o~~icials at the county level. 

Generalist o~~iclals o~ urban counties have tended to adopt one o~ three 

di~~erent approaches to the CDBG program. In three counties -- DeKalb 

County, Georgia; Allegheny County, PennsYlvania; and Harris County, Texas 

the government directly administered the program. In Hennepin County, 

Mlnnesota, as described in Capsule 10-2 below, CDBG funds were passed on 

to the participating cities, which le~t essentlally no role ~or the 

county government. In the remalning six urban counties in our sample, 

some CDBG funds were passed on to participating cities and the county 

used the remalnder to operate its own programs • 

•
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Capsule 10-2. Hennepin County, Minnesota

Population: 960,080
Urban county
Grant amount: $738,000

Generalist officlals of Hennepin County had very limited
involvement in CDBG activitles. The county government passed on to
the twenty-one cooperating clties wlthln lts jurisdiction all but
5 percent of the grant; the county government decided, echoing HUD
Assistant Secretary Meeker's slogan, that "it would not second-guess
the municipalities," but would play only a coordlnating and facilitating
role.

Each participating city prepared its own applicatlon for funds. The
county's intergovernmental coordinator merely combined these into a slngle
application and added a statement of needs "based largely on induction
from the contents of the separate appllcations." A slmilar procedure was
used in preparing the HAP. The county offered technical asslstance to
smaller cities that requested it; no assistance was proVlded to cities
that received more than $15,000. Thus, county activities in the first
year provided no opportunities for either a county-wide assessment of
communlty development needs or for county influence on the first-year
programs of the particlpating municipalitles. .

Altogether, in elght counties, the CDBG program contributed to an

increased priority-setting role for generalist officials. In Orange

County, California (described below in Capsule 10-3), generalist officials,

especially from the county's planning department, were able to contribute

to setting prlorlties for community development throughout the county.

The associate for Dade County, Florida, reported that "the role of

generallsts has vastly increased in Dade County in comparison with the

past urban renewal and model cities experlenceo 1t In St., Louis County~

Missouri, which had no experience with urban renewal and mOdel cities

l' programs, the assoclate reported that the CDBG program "allowed

participating municipalities and private interest groups to focus on the

county government, speci~ically the county supervisor, for aid in solving

community development problems."
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Capsule 10-3. Orange County, Cal1fornia 

Populatlon: 1,420,386

Urban county


,Grant amount: $1,357,000


" •. In Orange County, where the county administration has in recent 
years sought a more prominent role in coordinating the development 
actlvitles of-both incorporated cities and unincorporated areas~ the 
GDBG program has contributed to an increased role for county government. 

,The county's administrative staff, especially the planning department, 
has been increasingly concerned about growth problems and the county's 
limlted opportunities to influence how incorporated cities respond to 
these problems. In the view of the associate, the GDBG program "for the 
,first ~ime gave county planners the opportunity to have leverage over 
the c1ties to force integrated planning and attention to the needs of 
the county's low and moderate-income population. II 

Although Orange County qualified as an urban county with only the 
population of its unincorporated areas, the C01U1ty government encouraged 
participation by the incorporated cities in a joint application." 
Responsibi11ty for negotiating with the cities and preparing the county's 

'applicat10n was ass1gne]i to the county planning department. A staff 
team from the department spent many weeks explaining the program to 
ci~y officials and negotiating for their participation. The associate 
reported that "initially, many of the cities were reluctant to get involved 
in an application for federal funds, particularly HUD funds, which 
connote such things as 'integrated housing' and 'economic mixing.'" 
Ult1mately, however, all seventeen cities with populations under 50,000 
joined the county in the first-year application. 

For its part, the county promised that in addition to passing on

funds to the participating cities, it would undertake its own projects


"'in'unincorporated areas adjacent to participating cities. "It provided 
technical assistance to the c1ties needing it, and generally encouraged 
expenditures on activities likely to benefit low and moderate-income 
groups." 

,.' 
..
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The two 1ll'ban counties in wh~ch generalist officials were not actively 

involved were Harris County~ Texas, and Hennepin County, Minnesota. In 

Harris County, the county court (the local legislat1ll'e), taking what turned 

out to be a unique approach among the sample jurisdictions, contracted out 

the task of preparing the application to the Community Action Association, 

a coalition of ten community action agencies in the county. In addition, 

the county C01ll't created a five-member housing authority with responsi­

bility for overall priority-setting for housing and community development. 

* 
A sharper picture of the role of generalist officials under the' 

CDBG program can be obtained by focusing on the activities of the two 

main component groups under this heading local legislatures and chief 

executives. Of the two groups, chief executives are clearly more dominant, 

although legislatures in a number of cases exercised significant influence 

on the process and substance of the CDBG application. 

The Role of the Local LegiSlature 

Local legislatures have two formal, non-transferable respons~bilities 

under the CDBG program: to authorize participation in the program, and to 

approve applications for submission to HUD. Between these two steps there 

are opportunities for varying degrees of ~nvolvement. 

In a majority of the sample jurisdictions -- thirty-nine, including 

all ten urban counties -- the legislature was only minimally involved 

in the application process; that is, it carried out the two non-transferable 

responsibilities and in some cases held the two required public hearings, 

but otherwise, relied on the chief executive. {This and other references 
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ln this chapter to the part played by the chief executlve should be 

understood to lnclude the chief executive's staff to whom much of the 

responsibility for the CDBG program was often delegated. The role of 

the chlef executive as an individual is discussed on pages 386-387.) 

In the remaining twenty-three cases ln which the legislature was found 

to have been actively involved in the CDBG applicatlon process, their 

activities went beyond the minimal requirements to include participation 

in one or more of the following areas: (1) developing the procedure 

for preparing the CDBG application, (2) providing broad policy direction 

and/or specific recommendations on the content of the applicatl0n, and 

(3) managing or otherwise playing an important role in the citizen 

participation process in relation to the CDBG application. 

Before proceeding wlth the analysis of the types of involvement 

by these twenty-three legislatures, it is useful to examine some of the 

factors that may have influenced the kind of role legislatures played. 

One such factor is prior experience under the folded-in grants. Juris­

dictions with high previous experience were much more likely to have 

actively involved legls1atures than were jurlsdictlons with low or .no 

previous experience. Elghteen out of the twenty-three active-involvement 

cases had high prlor experience as compared to less than half of the 

minimal-involvement group. Field data on the extent of the local 

legislature's involvement in relation to a jurisdiction's degree of 

experience under the folded-in programs are shown in Table 10-1. 
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Table 10-1. Involvement of Local Legislature by Level of Prior

ExperJ.ence

Level of legislative
involvement

Level of
None/Low

preVlOUS experlenCe

Modera"te High Total

Active participation

Minimal partlcipatlon

Total

4

17

21

1

4

5

18

18

36

23

39

62

Source: Field research data.

Another factor that appears to have been related to,the level

of leglslative involvement is type of jurlsdiction. The

legislatures of central cities \Tere more likely to have been actively

lnvolved in the applicat1on'process than were legislatures in the

other three types of jurisdictions in the sample. In none of the

urban enmIties was the legislature prom?-nently involved in the appli-

cat10n process. Field data on the involvement of leglslatures by type

of Jur1sd1ctlon lS shown in Table 10-2.
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Table 10-2. Involvement of Local Legislature by Type of Jurlsdiction

Type of jurisdiction
Extent of participation by local legislatures
Minlmal participation Active participation

Central cities

Satellite cities

Urban counties

Non-metropolitan jurisdictions

Total

Source: Field research data.

14

7

10

8

39

16

5

2

23

Since a larger proportion of central city jurlsdictions had high prior

experience than any of the other types, this finding may reinforce

the earller observation about the effect of level of prior experlence

as a factor in the kind of role played by local legislatures. Exceptions

to this pattern are the central cities in our sample with populations

over one million. Four of them New York City, Chicago, Philadelphia,

and Los Angeles -- have high prior experience, but thelr legislatures

were only minim8J.ly involved in the application process.

Still another factor that appears to have been related to the role

legislatures played in the application process was the timing of the

preparation of the application. The earlier a jurisdiction began pre-

paring its grant appllcation, the greater was the likelihood that the

legislature would be actively involved. Almost half of all jurisdictions

starting preparation of their grant appllcations before September 1, 1974,

had actively involved legislatures. The relationship between the time the

application process began and the level of legislative involvement is shown

in Table 10-3.
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Table 10-3. Involvement of Local Legislature by Date Applicat10n

Process Initiated

Date procesp
initiated

Role of local legislature
Minimal Active

Prior to September 30, 1974

From October 1 to
November 30, 1974

After November 30, 1974

Source: Field research data.

15

16

8

f

·r

13

6

4

Types of Legislative Involvement. Looking more closely at the

twenty-three1nstances of active 1nvolvement by local legislatures, we

found that all participated in setting priorities and establishing CDBG

polic1es. In e1ght of the twenty-three cases, the legislature provided

broad policy recommendat10ns to guide those preparing the application.

The remaining fifteen made specific proposals that were incorporated

1n the applicatl0n. These specific P011CY proposals consisted mainly

of responses to citizens' views expressed at public hearings and attempts

by individual leg1s1ators to secure benefits for their own districts and/or

constituencies. The associate for Durham, North Carollna, for example,

reported that the city council's decisions to include a ~learance project,

to elim1nate a proposed bicycle path, and to redirect some ~unds from

street improvements to recreational facilities Yfere all attempts "to
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respond to what it sensed was cit~zen sentiment as 'reflected in public 

hearings before the council." The associate added that the council 

handed out "Iittle political plums" to some of the groups that requested 

funds, such as $35,000 for the Durham Exchange Club's'sheltere~ workshop 

program and $35,000 for an h~storic preservation project requested by 

the Junior League. 

In several of the cases in which legislatures were actively involved 

in the CDBG program, most activities were undertaken in committee, usually


a community development COmIDlttee; III a few instances the budget or ­


finance committee served in this capacity. Tn Durham,


the council's finance committee reviewed the draft application~


conducted ~ts own public hearings, and recommended changes ~n the draft


application before ~ twas submitted to the full legislature. Later, ~t


reviewed bids on specific projects to be carried out under the program.


In Boston, the city council's ways and means comm~ttee did most of the


detailed work on behalf of the leg~slature on the city's CDBG applicat~on.


Nine Most Involved Leg~slatures. In nine cases the legislature can 

be classified as extensively involved ~n both procedural and substantive 

aspects of the application process. In eight of these cases, the legis­

lature shared with the executive in developing the procedure for 

prepar~ng the CDBG application and in one, Minneapol~s, the leg~slature 

was mainly responsible for this task. In Minneapolis, the 

president of the city council took the initiative from the outset in 

establishing the application process, the maJor c~mponents of ,'hich were 

a partially-elected cltizens' advisory committee and a technical assistance 
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committee composed of four heads of agencies. The council later 

reviewed, modified, and approved the draft application and 

remained the dominant actor throughout the CDBG decision process. 

In Phoenix, Arizona, and Portland, Maine, the legislatures had 

similarly prominent roles. The Phoenix city council established its 

own application procedure, invited citizens to a public hearing, 

and in a memorandum to interested community groups stated, "After the 

public heatings the city council will consider all the requests and 

make program decisions. The application for the grant funds will then 

be submitted." 'if In Portland, the legislature also had an active role. 

The associate for Portland reported that, 

The city councll was intimately ,involved in developing the 
program. Members of the council participated in or were 
present at each of the seven hearings held in neighborhoods 
throughout the city. They thus heard firsthand what partici­
pants in the hearings had to say about spending priorities. 
The council established a tentative prograIIt on the basis of 
a listing of alternative priorities for council consideration 
supplied by the planning department and based on the department 
director I s requests and a tabulation of the comments from the 
neighborhood hearings. 2J 
A descrlption of the interplay between city council and the 

mayor in Pittsburgh is presented in Capsule 10-4. 
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Capsule 10-4. P1ttsburgh, Pennsylvania 

Population: 520,117 
Central city with hold-harmless entitlement 
Grant amount: $16,429,000 

The Pittsburgh city council "took an early and active role 1n 
the CDBG program." Their role in the first year was in part an 
outgrowth of tension between the mayor, "a non-organization Democrat," 
and the nine-member city council, composed entirely of l1 organization 
Democrats." Consistent with its strong interest in community develop­
ment policy, the council took steps to familiarize itself with the CDBG 
legislation; three councilmen, members of the council's hous1ng 
subcommittee, attended a CDBG briefing 1n Philadelphia sponsored by the 
National League of C1ties. 

One of the first steps the council took after the briefing was to 
develop a strategy for the use of CDBG funds. The council called for a 
"targeted neighborhood approach for distributing CDBG funds" and for 
tlmaintenance of effort" for ongoing community development activities. 
The mayor, as part of his platform 1n campaigning for the U.S. Senate, 
expressed a contrary preference for a city-wide hous1ng rehabilitation 
loan program. When the council's commitment to targeting was announced, 
the mayor compromised on his preference for a city-wide approach, settling 
on a dual approach which included both targeted and city-wide loan programs. 

The issue of maintenance of effort, "simmering throughout the early 
stages of the applicat~on process," also emerged aB a major point of 
conflict between the city administration and the council. In response 
to publ1C demands for increased c1tizen participatl0n, the council held 
additional public hearings. At these sessions, there wlj,s agreement among 
council members and neighborhood groups that the mayor's budget for CDBG 
substituted community development funds for projects "normally and 
properly" funded in the re.gular capital budget. 

The council's influence in the first-year program is evidenced in the 
steps 1t took as a result of this controversy. It cut the mayor's proposed 
CDBG budget by nearly $1.5 million and shifted funds for cap1tal projects, 
including a fire station and several street and sewer projects, to the 
city's regular capital budget, substituting an unspecified "local-option 
fund" from which the council planned to fund neighborhood community 
development projects. Control over this fund gave the council a strong 
voice in determining CDBG priorities. . 
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Role of Individual Legislators. In addit~on to the formal 

actions of local legislatures, individual legislators participated 

in the application process in a number of ways. In three cases, the~. 

served on citizen~ advisory committees. In Durham, for example, five 

city council members served on the citizen~ advisory committee. In. 

San Jose, California, one member of the city council served on the 

committee and was elected by its members to serve as chairman. In 

this capacity she acted as a mediator in conflicts within the committee, 

and at council hearings she presented the committee's proposals and 

worked to negotiate compromises on pol~tically sensitive issues. In 

Evanston, Illinois, four members of the council served with two city planners 

as the committee to review staff proposals. They also conducted public 

hearings, made major· revisions in staff proposals, and then developed 

the draft CDBG appl~cation for action by the council. 

In a few cases, most notably Los Angeles County, and to a lesser 

extent the c~ty of Los Angeles, legislators served as intermediaries 

between individual constituents or community groups seek~ng CDBG funds 

and the officials re'sponsible for drafting the application. In Los 
\ 

Angeles County, many groups seeking community development funds for 

their neighborhoods worked through a county supervisor's staff 

who in turn trans~tted those requests w~th which the supervisor agreed 

to the appropriate county official. 

Informal Relations. The most difficult aspect to assess of the 

participat~on by individual leg~slators in the first year of the CDBG 

program involves informal relations between members of the legislature 
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and officials engaged in preparing the CDBG application. Mayors 

and managers in many instances consulted informally with city 

council members and made concessions to them before sUbmitting the 

appllcation to the leglslature for official approval. The case of 

East Orange, New Jersey, is illustrative. Here the mayo~ supervised 

the applicatlon process; there was only limited formal consultation 

with the cJ.ty council. A number of council members, however, contacted 

the mayor to reQuest funds from the city's CDBG contingency fund for 

improvements in their districts. The mayor granted many of these reQuests. 

In the end such allocations were more than double the amount 

lnitially set aside for the contingency fund, which thus had to be 

augmented. Although the East Orange council as a whole had only 

a minor role in the application process and approved the applicatlon 

subillltted by the mayor wlthout significant change, legislators in this 

lnstance clearly exerted influence on CDBG program choices. 

Conclusions. Viewed as a Whole, the role of local legislatures in 

CDBG in the first year was sometlmes prominent but far from dOilllnant. 

Slightly more than one-third of the legislatures of the sample juris­

dictions were found to be actively involved in the CDBG process; this 

was more likely to be the case for governments with prior experience 

under the folded-in grants and, among types of jurlsdictions, for 

central cities. The involvement of legislatures tended to be more oriented 

toward substance than process, although this is a difficult generalization 

to make. What it involves is more activity in connection with the 

formulation of program proposals and less in designing the procedure for 
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preparing the CDBG application. In nine of the twenty-three cases 

with actively involved legislatures, we found the legislature to be 

involved in a signlficant way both in procedural and substantive matters. 

\ihere the leglslature's role was limited, in our view this often 

reflected the fact that most local legislators are part-time officials 

and lack the time, information, and staff necessary to exercise a strong 

role in such matters as the CDBG application process. This was found to 

be especially true for the nineteen sample units that had not previously 

participated in the urban renewal or model cities programs. 

The legls1atures that were actively lnvolved in the CDBG application 

process made their most prominent contributions in four ways: (1) they 

provided a forum for general public debate and citizen participation; 

(2) they made minor changes in response to specific constituent demands; 

(3) they set broad policies to guide the chief executive and his 

subordinates in preparing the applicatlon; and (4) in some cases, they 

resolved conflicts within the general government and between generalists 

and program specialists competing for the CDBG funds. 

To gauge whether and to what extent the role of local legislatures 

in community development has changed as a result of the CDBG program 

requires a before-and-after analysis. In this respect, the picture is un­

usually clear. According to the associates, in those cases in which a 

jurisdlction had prevl0us experience under either or both the urban 

renewal and model cities programs, local legislatures had no history 

of important partlcipatlon in any phase of program planning and execution 

under these programs. They had responsibility only to review and approve 
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or disapprove plans submitted to HUD, and invariably they approved 

them. Under the CDBG program, legislatures nov have a greater 

opportunity to shape these applications and appear in many cases to 

be taking advantage o:f this opportunlty. 

The Role o:f the Chie:f Executive 

The political e:f:fect o:f the new block grant program that stands 

out ln our :first-year data is the extent to which the program has 

resulted in the concentration o:f responsibility :for community development 

and housing activities on local chief executives. By "chief executives" we mean 

county administrators~ mayors in mayor-councilor commission cities~ and city 

managers in council-manager cities. The sample contains ten jurisdictions 

ln the :first category, eighteen in the second, and thirty-one in the 

third. In all but a small number o:f the sample jurisdictions, the 

local chie:f executive was the dominent actor in the :first-year, application 

process. 

In :four jurisdictions the chie:f executive appeared to be only 

minimally involved in the application process -- EI Monte, Cali:fornia; 

Harris County, Texas; Pulaski County, Illinois; and Lansing, Michigan. 

By minlmally involved we mean that the chie:f executive did not playa major 

role (other than to take the :formally-required actions) in either the 

procedural or substantive aspects o:f the application. In EI Monte, a 

consulting :firm hired by the city prepared the application with limited 

involvement by the city manager, but with some involvement by the city's 

planning sta:f:f and the assistant city manager. In Harris County and 

Pulaski County, preparation o:f the application was contracted out to a 

local community organization and the dra:ft application was considered 
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and approved without changes by the local legislature. Tn Lansing, 

a city with a weak mayor-council form of government, primary responsibility 

for preparing the appllcation was assigned by the city council to a 

technical planning committee created by the council. An aide to the mayor 

sat on this committee, but there was no evidence of leadership or direction 

by the mayor. The commission submitted its draft application to the 

council for final action. 

Several factors account for the prominence of the chief executive 

in the CDBG program. Unlike most legislators, chief executives and 

their staffs usually were aware of the CDBG legislatlOli well before 

passage, and in quite a few cases they lobbied for its enactment. 

After enactment, it was usually the chlef executive who was briefed 

on the CDBG program by HUD or organizations such as the National League 

of Cities/Unlted States Conference of Mayors and the National Association 

of Counties. Moreover, in contrast to legislators~ most chief executives 

had at thelr disposal the necessary staff to take the initiative in the 

CDBG application process. 

Procedural Influence. The dominance of the chief executive was most 

apparent in the organization and management of the application process, 

which, of course, involves what generally are considered executive functions. 

Typically, the local chief executive took the initial steps in a 

jurisdiction's lnvolvement in the CDBG program: flrst assembling information 

on how the program affected his jurisdiction, then transmitting this infor­

mation to the legislature with a recommendation that the legislature 

authorize an application. In a few cases, the chief executive arranged 
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briefings for the legislature by individuals on'his staff or outside 

experts. These steps were generally followed by a recommendation t~'the 

legislature of a procedure for preparing the application. The chief 

executive or'a des1gnated staff member then 'supervised 'the'preparatio~' 

of the application and submitted a completed draft of an application 

to the legislature for 1tS consideration. 

In thirty-nine of the sixty-two sample jurisdictions, the chief 

executive 'developed the procedures for preparing the CDBG application. 

In nine cases, the chief executive, usually with the aid of his staff, 

personally wrote the"application and supervised the overall process. 

Even when the chief'executive shared these responsibilities with the 

legislature, he or she'usually supervised the writing of the application. 

Although domination by chief execut1ves prevailed in the'CDBG 

application process, they were found to have played widely differing 

roles as individuals. As already indicated, in nine jurisdictions, 

most of them small suburban and non-metropolitan cities, the 'chief 

execut1ve personally wrote, or supervised the preparat10n of, the CDBG 

application. The more common practice, however, as occurred in more 

than two-thirds of the sample units, was to assign this responsibility to a 

coordinator (usually from the mayor's or city manager's immediate staff), a 

department head, or, in a few cases, a multi-departmental task force. Some 

chief executives malntained close contacts with the work of the coordinator or 

department head, but in a number of cases the chief executive appeared to 

have been quite removed'from the 'application prbcess; 

As lli1ght be expected, the chief executives of large Cities; especially 
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elected mayors, were less likely to be directly involved in the CDBG 

program than ch1ef executives from medium and small jurisdictions. In 

these large cities, the chief executive's role usually involved such 

dec1sions as: (1) delegating aui:hority for preparing the application, 

(2) setting forth broad policy recommendat10ns, (3) resolving conflicts 

within the general-purpose government or involving special-purpose 

authorities and executive agencies, and (4) dealing with sensitive 

political issues. In New York City and Chicago, for example; there was 

no evidence that the mayors themselves were 1nvolved in the CDBG decision 

process, although several members of their staffs participated in the 

preparation of the application. In" Cleveland the ~ayor was engaged in 

an election campaign as a candidate for the U.S. Senate; he did not 

become involved in the CDBG program until after the election in November 

of 1974. 

Most of the conflicts which chief executives were called upon to 

mediate grew out of efforts by spec1al-purpose agencies and autho~ities 

(the subject of the next section of th1s chapter) to maintain the1r 

existing level of funding and program responsibility. In Worcester, 

Massachusetts, for example, the urban renewal director worked to head off 

efforts to redu~e the authority's fund1ng below what had been available 

before the launching of the CDBG program. Soon after the program was 

enacted, he bypassed the CDBG staff and appealed to the city manager for 

an allocabon of $14 million out of the total of $16 million anticipated 

by the city for the first three years of the CDBG program. The city 

manager !eject~d his appeal and referred the urban renewal director back 
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to the CDBG staff; the director eventually_settled for slightly less

than $2 million in fust-year CDBG funds.

Substantive Influence. The discussion of the role of the chief

executive in the ,CDBG application process has, up to this point, con-

centrated on the procedure for preparing the applicat10n as opposed to

the substance ~f the applications, the sUbject to which we now turn.

Except for five j~risdictions -~ El Monte, California; Harris County,

Texas; Lansing, Michigan; Portland, Maine; and Pulaski County, Illinois

chief executives were prominently involved in shaping the substance of

app11cations. Thei;took widely differing approaches to the1r substantive
; ,

contr1butions, rangin1? from sole responsibility for determining the

contents of the app11cations to delegation of th1s responsibility to staff

subordinates. Figure 10-1 shows the kinds of substantive role played

by chie1 executives in the sample jurisdictions. The case of East

Orange, N~w Jersey, descr1bed in Capsule 10-5 below, illustrates a dominant

role both procedurally and substantively by the chief executive.

Figure 10-1. Role of Chief Executive in Policymaking and Priority-setting
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5

Decided on substance of application

Provided specific policy proposals
incorporated into the application

Provided broad policy recommendations only

Delegated policy role to subordinates

Minimal



Capsule 10-5. East Orange, New Jersey 

Population: 75,471 
Suburban city with hold-harmless entitlement 
Grant amount: $2,519,000 

-In East Orange, New Jersey, a city with a mayor-council form of' 
government, the associate reported that the mayor was "the guiding 
force ~n determining the organizat~on and staffing" of the CDBG 
application process. He delegated responsibility for preparing the 
application to a close ally, the Director of Planning and Grants 
Administrat~on. According to the associate, "this arrangement kept 
the entire application very close to the mayor who has been at the 
center of decisionmaking in the use of CDBG funds." 

The mayor and a few members of his staff made all the major program 
decisions. In the process they conferred with the city council, mostly 
to keep it ~nformed about the progress of the application. Individual 
legislators contacted the mayor and his staff and sudceeded in securing 
CDBG funds for projects in their districts. On the whole, the associate 
reported that under the program "the mayor ,has acquired 'substantially more 
power than he held before because he has the money to satisfy voter 
demands and to use it for trade-offs with other politicians in the 
community. 11 

The mayor's dominant role in the CDBG program came at the expense 
of the city's housing authority. Claiming that the housing authority' 
Itcannot get the job done; a mayor can do things," he moved to take over 
~ts responsib~lities under the CDBG program. In February 1975, the city 
council adopted a resolution transferring the housing authority's 
responsibilities to the mayor. In response to charges by officials' of 
the housing authority that the changes constituted a "power grab," the 
mayor agreed and declared that "it was a power grab in the interest 9f 
the people." 
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Inevitably, there were cases ln the sample in which the distlnctlon 

between a procedural and substantive role for the chief executive was 

unclear. Assignment o:f responsibility to a particular agency or sta:f:f 

person may, in :fact, re:flect strong substantlve in:fluence on the part o:f 

the chle:f executive. Controversy over this ~uestion ln the case o:f 

Atlanta (descrlbed in Capsule 10-6), :for example, demonstrates how 

procedural decisions can have important substantive consequences under 

the CDBG program. There the key decisions appeared to revolve around 

process (who should prepare the application?) when in actuality the real 
, 

questlon involved~was a substantlve one -- how would the funds be used. 

The importance o:f.the" delegation o:f the task o:f preparing the CDBG 

application is demonstrated also in the case of' Santa Clara, Californl.a, 

although not in the usual way. In Santa Clara, the city council asslgned 

responsibility :for dra:ftlng the application to the citizens' advisory 

committee asslsted by city sta:f:f. The committee, ln turn, deClded to use 

a special task force drawn mostly from low and moderate-income areas. 

The move was criticized by the city manager on the ground that such task 

forces usually made recommendations that were "not representative of the 

entlre community." As 1 t turned out, the manager disagreed with the 

decisions re:flected in their dra:ft application, so he submitted a 

substantially revised application to the city council, which was approved. 
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Capsule 10-6. Atlanta, Georgia 

Population: 497,024 
Central city with hold-harmless entitlement 
Grant amount: $18,780,000 

In Atlanta the CDBG program produced conflict bet,reen two city 
departments -- community and human development (ClID) and budget and 
planning (BPD) -- over the responsibility for preparing the CDBG 
application and administering the program. liThe two departments had 
sharply differing views about how the city's CDBG funds should be used." 
The department of community. and human development, composed largely of 
former model cities personnel and headed by the former model cities 
director, advocated a strategy of concentrated development in deteriorated 
areas and the provision of supportive social ~ervlces. The budget and 
planning-department, on the other hand, responsible for overall planning, 
urged a strategy which placed emphasis on revitalizing transitional areas 
to attract businesses and new resldents to the Clty. 

The mayor tried-to mediate between the two departments. He proposed 
that BPD develop the application so that the program would be integrated 
into Atlanta's long-term development plan and that ClID implement the 
program, worklng wlth the neighborhoods to select the speclfic projects 
to be undertaken.- However, his-recommendation was not adopted. The city 
council instead passed an ordinance providing that 80 percent of Atlanta's 
CDBG grant would be spent in low and moderate-income neighborhoods, which, 
in effect, meant that the position urged by ClID generally prevailed. 
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The Planners' Expanded Role. Among generalist o~~icials other 

than the chie~ executive, one notable ef~ect o~ the CDBG program has 

been to increase the role of planners and planning departments. Under 

the ~olded-in programs, planners' activities were often con~ined to 

technical matters and long-range planning. In the CDBG application 

process, planning officials were prominently involved in a number of 

ways. In twelve jurisdictions, associates ~ound that under the block 

• grant program major responsibility ~or supervising preparation o~ the 

application was assigned to planners or planning departments. In 

several o~ these jurisdictions they "ere also responsible ~or-the 

contents o~ the application. The associate ~or Auburn, Maine, reported 

that "The city planner's role and responsibilities have de~lnitely 

increased; they have greater authority and a heavier workload.. II The 

chie~ planner ~or Auburn commented that "because o~ CDBG, I have a 

blgger impact and more say about uhat we do." In the same vein, the 

associate ~or East Orange, New Jersey, reported that the city planner's 

role "has changed ~rom being policy-oriented to being program-oriented; 

for example, what had been economic development policy nO\-r involves a 

series o~ specific programs, such as land banking and vest-pocket parks." 

In a number o~ jurisdictions where planning o~~icials were not 

responsible ~or supervising the applicatlon process, they nevertheless 

were prominently invol~ed in specific aspects of the process. They were most 

fre'luently responsible ~or preparation o~ the HAP (discussed ~urther below), 

having primary responsibility ~or its preparation in twenty-six jurisdictions. 

The associate ~or Durham, North Carolina, reported in this regard that "the 



393 

role of the planning department in devising that city's housing policies 

has been substantially enhanced through their role in preparing the 

HAP. Previously housing policy was the business of the city's housing 

authority." Similarly, the assoc:Late for Allegheny County, Pennsylvania, 
, ~'l 

reported that in that jurisdiction lithe initiating role in housing 

priority-setting has clearly been pre-empted by the Department of Planning 

and Development as a result or :LtS responsibility to prepare the HAP." 

Generalist Off:Lcials and the HAP 

Up to this pO:Lnt our examination or the role of generalists in the 

CDBG program has centered on the community development segment of the 

application. Their role in the HAP was subs"antially different, however, 

as legislators and chief execut~ves rarely had more than minimal lnvolvement 

in the preparation of the HAP. In a few cases, notably Harris County, Texas, 

generalist officials -- the Commissioner's Court -- debated whether or not 

they should parti cipate in the program because they were concerned about 

obligating the jurisdlction to participate in lower-income housing programs._ 

In most jurisdictions the HAP was treated as a technical task to be 

handled by specialists, rather than as something requiring major policy 

decis:Lons. The associate for Cleveland, for example, reported that the 

city's K4P "'Was presented as primarily a. data collection exerci se required 

to qualify for CDBG funds rather than an important program item." Similarly, 

the associate for Jacksonville, Florida, reported that in that city "the 

HAP was treated as a technical exercise to quantify housing conditions 

in target areas. 11 

Largely because of this perception, most of the people who had the 

task of prepar:Lng the HAP were support staff -- in fifty-seven of our sample 

units this was the case. In twenty-seven of these cases it was 
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prepared by an J.nteragency stat'f team, and in twenty-six cases by 

individuals from a single department. Four Jurisdictions had HAPs 

prepared by a consultant. In nine other cases a consultant served as 

part of the support staff. 

Of the twenty-five ·jurfsdictions "here tJje legislature was found 

to be actively involved in preparing the 'CDBG application, nine gave 

more than minlmal attention to the HAP; and four of these cases had some 

substantive involvement. -In .Minneapolis, where an 'interagency staff team 

prepared the HAP, it was discussed at.length by the citizens' adVlsory 

commission~ at which time the mayor pres'ented his views on the cityf s 

housing needs and prio~ities. Later the city council, according to the 

assoclate,"partJ.cipated in a very enlightening discussion of the HAP 

submitted to it by the citlzen~ advtsory commissl0n. Thus, at the 

generalist level a much more comprehensive perspective was brought to 

bear on housing policy." In Sioux City, Iowa, because the CDBG program 

was considered as part of a larger, community improvement program, 

preparation of the HAP provided the only opportunity for a separate 

discussion of CDBG·activitles. A combined citizen-staff commitoee 

prepared the HAP, in the process engaging in an extensive dlScussion 

of local housing needs. In Evanston, Illin~is, a planner had the 

task of preparing the city's HAP. His draft was scrutinized by the 

community development task force which modified it before submitting it 

to the ~ity council for final action. 

In Chicago,the HAP was a highly controversial issue and a major 

concern to generalist officials. The HAP was developed in the context 

of a federal court decision, Carla Hills v. Gautreaux, requiring that 
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low-income housing be provided on a non-discriminatory basis. This 

court order and a mayoral election together strongly influenced 

preparation of the HAP. The mayor and other city officials opposed the 

Gautreaux decision and efforts to have it implemented.· However, the 

director of the Chicago area office of HOD informed the city by letter 

that HOD would evaluate the city's HAP in light of its consistency with 

the Gautreaux case; without such consistency, the HAP would be unsatisfactory 

and the community development application would have to be rejected by HOD. 

Due to HOD's threat of disapproval and the desire of the mayor to keep the 

issue out of the election, the city undertook a numbe~ of steps to produce 

a HAP that was consistent with the Gautreaux decision,cbut one that did not 

commit the city fully to carry out the court's mandate. Officials also 

sought to hold off discussion of this draft until after the·election. When 
\ 

the election was over, officials negotiated with various interested community 

organizations to obtain what they considered a satisfactory compromise. 

At this point, the compromise had to be approved by the federal judge ' 
( 

monitoring Chicago's compliance with the Gautreaux decision, after which 

the city council approved it with only a brief review. 

In almost all of the other jurisdictions, chief executives 'and 

legislatures were only minimally involved in preparing the HAP. Typically, 

the chief executive assigned the task, briefly reviewed the completed 

draft, and then submitted it to the local legislature where it. received 

relatively little attention. The associate for Worcester, Massachusetts, 

reported, for example, that "the city council played no role in the HAP 
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preparation and was' 1lllinterest~d in it whe'n 'it passed the council. 

Only one councii member seemed interested in the HAP, and her interest 

did not go beyond'the eXpression' o:f shock at its statistical weakness." 

-,+ 1- f.-\ .\.,.~ - " < • , r' _. _ , 

A similar 'situation obtained in Pittsburgh where,' the associate reported, 

"The HAP was lar'ge'ly ignored by the city c01lllcil." 

Associates' 'reports on the treatment o:f the HAP suggest at least 

two reasons :for the general lack o:f interest and attention to the HAP 

by local legislatures and chie:f executives. One reason is that in most 

jurisdictions tue HAP re:flected neither new data nor new policies but: 

was merely a restatement of existing pollcies. For example, in 

Pittsburgh, the' 'assoC;-iate reported the HAP "merely reflected 
i. \ 

the city's existing long-range housing program and so was non-controversial. tI 

A second'reason :for the inattentiori'to '-tlie HAP ";as that many o:fficials 

, - ~ f 
apparently concluded'that the HAP was largely'k paper operation;' unlikely 

to be implemented and not likely to change anything. 

Although local legislatures and chief executives were not involved' 

frequently in the preparation o:f the HAP, their limited involvement in' 

a few cases 'and their overall responsibility for the HAP resulted in 

increased influence b~ these generalist officials. In Houston, :for 

eXaInple,' the associate conciuded that the "HAP process provided the' mayor 

with new res'ources which he coUld call upon to develop a policy and' 

position on housing in Houirton;: :It rioinforced"'tlie"priority the mayor had 

placed on housing in his election campaign, clarified the-city's position, and 

provided a channel for public-private comnnlllication and cooperation." ~... 

.- • ~ "'" - - ~ '," , '1-- .'
Siillllarly, the associate for Allegheny C01lllty, Pennsylvan'ia, reported" " , 
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that the RAP process resulted in "considerable broadening of the role of 

!
generalist officials ,nth regard to housing, especially, since these 

decisions involve the allocation of scarce housing assistance resources." 

SUlIlIDary of Chief Executives' Involvement. Our data s)low that chief 

executlves in the sample j~isdictions dominated the first-year CDBG 

application process. In all but fiye jurisdictions the chief executive 

was prominently involved in determining the procedure for and/or, 

substance of the CDBG application. Chief executives tended to have been 

more influential in shaping the application procedure than in inf~uencing 

the substance of the applicatlon. 

The chief executives in our sample jurisdictions took widel~ dlf~ering 

approaches to their involvement in the applicat~on process. Some chief 

executives personally superv;ised prep~ratio:"of the appli~ation and l)illde . 

• 
proposals w~ich became part of the application. In other cases they 

assigned these responsibilities to "trusted" staff members, becoming: 

directly lnvolved only when th~re were major controversies or sensitive 

polltical issues to be resolved. As might be expected, the chief 

executives of small jurisdictlons were more likely to be directly involved 

,in the application process. than those from large cities. 

Looklng at the role of, the staff of general-purpose local governments, 

we found th,,:t planners and planning departments were especially prominent 

in CDBG activiyies. In.a number. of jurisdictions the pl~ing department 

had the primary responsibility for preparing the applicatlon. In the 

overwhelming majority of cases, planning staffs were responsible for, 

the RAP., This r~Ptesents a substantial broadening of.the responsibilities 
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usually assigned to planners., ,

The dominance of the chief executive is understandable. The

r~sponsibilities conferred on local governments under the CDBG program

are most effectively exercised by the executive. Furthermore, in

several jurisdict,ions the role of chief executives in housing and

community development was growing prior to the CDBG program; the new

program contributed further to this growth.

THE ROLE OF SPECIALISTS AND SPECIAL-PURPOSE AGENCIES

The third major~group of actors in the CDBG decision process

of the recipient governments is specialist officials and special-purpose

agencie~. For purposes of this analysis, we include specialized agencies

organized as speclal districts in. this se~tio~. ,The ,legislation for both

the urban renewal and model cities programs required th~t special,bodies

be created to receive and administer these grants. Un~er urban renewal,

the local publlC agency (known as the LPA) was required to have the legal.

authority to acquire and clear land and to carry out r.enewal activities.

Enabling legislation from the state government was generally required to

confer these powers on LPAs. Although the term "agency" 1S used·in this

chapter, an LPA, as pointed out above, could be a special district with

governmental powers of its own or part of the local government •• Each LPA

was required to have a board of commiSSioners; the members of which held

office for fixed terms and who appointed a director.
- J~ •

Local houslng authorities

were organized on much the same basis; in some cases, the two functio~s -­

urban renewal and housing -- were comblned in a single agency or a~th~ritY.
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Most of the funds for these two functl.ons came from fe'deral grants. 

Thus, these local agencies were closely 'tied to the appropriate federal 

agency. 

Under the model: cities program, although 'local' government was formally 

responsible for the program; the federal-local relationship often was 

sim>.lar to that for urban'renewal.' Recipient governments were required 

to establish a city or county demonstration agency. Although~during the 

Nixon Administratl.on (as discussed in Chapter 2~ efforts were made to 

tie these agencies closer to the chief executives of recipient governments, 

model cities agencies often had elected governing bodies that appointed 

their 'own directors.' 

As might be 'expected, in tlie first year of the block grant program 

there was not a·sudden·closing~dowUof specialist agencies; some, in 

fact;' actually gained influence. The trend, however, was for their 

role" to decline, more so in the case of' model' cities than urban rene'YTal 

agencl.es. This is consistent with the finding in Chapter 7 that 

continuation funding for model cities activities was more likely to 

decline in the' first year of CDliG than continuation funding for urban 

renewal. 

Three Dimensions of Change 

Under the bloC;k grant progr~, three types of changes ,were found to 

have taken place in the. role of urban renewal and model cities agencies., 

One is a change ~n bureaucratic behayior; this kind of change is hardest 

to gauge as it can be quite subtle., Because these specialist b~dies no 
, ':: ~ ·'1':" ;3.... " 

longer have a dl.rect fundl.ng pipell.ne, their political ties and conduct 

http:agencl.es
http:pipell.ne
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were in many cases altered to accommodate the changlng roles of generalist 

officials. According to the associates' reports, specialist officials in 

a number of communities became conspicuously more obliging and took 

steps to mend their fences or build new relationships with generalist 

officials. 

A second kind of effect of the CDBG program on special-purpose 

agencies was more formal and structural. Two specialist agencies (one 

for model citles and one for urban renewal) were dissolved; in eighteen 

cases, their staffs or their functions were assigned to other city agencies. 

On the other hand, three-fourths of the preexisting urban renewal agencies 

and sl~ghtly over hal~ of the preexisting model c~t~es agencies continued 

as separate agencies in the first year of CDBG. Whether this general 

pattern of retaining the specialist agencies will continue as the program 

gains momentum is one of the important questions for the second year of 

this study. For purposes of comparison, Figure 10-2 shows the structural 

impact of the CDBG program on the twenty-seven model cities and thirty­

seven housing and urban renewal agencies represented in the sample. 



401

Figure 10-2. Administrative Effects of CDBG Program on Speclalist Agencies*

Model cities agencies Housing and urban renewal
agencies

•
14

5

2

-
3

-
0

Continued as specialist agency 27

Incorporated into new city 4
department

Incorporated into existing 3
city department

Staff absorbed by other city 1
departments

Agency director replaced by 1
city department head

Agency dissolved 1

,. In Los Angeles County, the specialists for these programs were already
county employees; in Miami, model city programs were admimstered by Dade
County.

The fate of specialist agencles, it should also be noted, could be

different within a single jurisdiction. In Mount Vernon, New York, for

example, the model cities agency was terminated, whlle at the same tlme the

renewal agency ac~uired increased influence and prepared the city's CDBG

appl;i.cation with only limited supervision from the mayor. Capsule 10-7

describes the case of Mount Vernon; Capsule 10-8 on San Jose, California,

presents a sharply contrasting situation.



402


Capsule 10-7. Mount Vernon, New York 

Populatlon: 72,778 
Suburban city with hold-harmless entitlement 
Grant amount: $2,590,000 

Accordlng to the associate, "One can hardly overstate the impression 
that Mount Vernon's CDBG program was dOmlnated by one officlal, the dlrector 
of urban renewal." The city's model cltles program!l "regarded as orderly 
and well-adminlstered, with a concerned and able director, 11 was terminated 
with the advent of CDBG and the role of the renewal agency strengthened. 

This outcome was portrayed by the aSSOclate as a function of "Mount 
Vernon's politlcal structure, the adminlstrative styles of both program 
directors and the vislble shortage within the local general government of 
staff capable of handllng the CDBG program." Elected offlclals expressed-' 
little interest in the CDBG program. The mayor and Clty councll delegated 
primary responslbility for preparlng the applicatlon to the urban renewal' 
director and were involved only intermittently. Their primary concern was 
to provlde for citizen participatlon by conducting public hearings. They 
ultlmately approved the application. The mayor, with the aid of the 
urban renewal director, appointed a cltizens t advisory board. ' 

In Mount Vernon's allegedly "small, tightly knit political system," 
the model cities dlrector malntalned a low pro~ile, maklng no effort to 
build a base of neighborhood support. Although model~neighborhoodresidents 
appeared to be satisfied wlth the facllities and services provided by the .. 
model cities program, few actually associated the services with the program. 
For example, when the well-regarded code enforcement program was taken away 
from the model cities staff, few residents were aware-of the change 0 

Residents of the model neighborhood appeared to be unaware that their 
serVlces were threatened; none were present at the public hearlngs~~o' defend 
them. Because of a lack of community support and the reluctance of the 
model cities dlrector to do battle Wlth the urban rene>ral director, model 
cities programs dlsappeared in Mount Vernon Itwithout a whJ.sper. If 
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Capsule 10-8. San Jose, Californla 

PopulatJ.on: 459,913 
Central cJ.ty with hold-harmless entitlement 
Grant amount: $6,554,000 

Not only did San Jose's redevelopment agency have no role in the 
first-year CDBG program, the program appears to nave provided the 
opportunity for the city council to dissolve the agency. 

In 1971, the former city manager of San Jose proposed a city takeover. 
In 1974, the new city manager raised the issue again. He argued that this 
takeover was not only feasible but loglcal in view of the funneling of 
urban renewal monies through the Clty under the CDBG program. According 
to the San Jose Mercury News (November 25, 1974), the Clty manager 
recommended "the takeover of the Redevelopment Agency to avoid current 
dupllcation between planning, development and land-marketing functions 
of the city staff and redevelopment staff." . 

The manager urged the council to declare itself the redevelopment 
agency for the city and to name him executive director. The incumbent 
director of the redevelopment agency and his thirty-member staff argued 
strongly against the proposed takeover, suggesting that the city council 
and city staff had neither the time nor the expertise to carry out 
development functions. The associate for San Jose noted, however, that 
their argument was weakened by what many observers felt was a poor record. 
"The city's fiscal coormnator recalled the redevelopment authority's 
approval of the construction of a large downtown mall based on a Scandinavian 
motif -- thlS in a city with one of the largest concentration of Mexican­
Americans in Cal1.fornia"t1 

After the debate between the redevelopment agency staff and the 
city manager, the agency was officially taken over by the city in January 
1975. The entire redevelopment agency staff resigned in protest. 
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The third effect of the CDBG program on specialist agencies
,

involved their staffs. The staffs of ten existing agencies had

no role in the first-year application process--four out of twenty-five
;-p,

model cities agencies and six out of thirty-six housing and redevelop-

ment agencies, as shown in Figure lD-3. lThe figure reflects the primary

responsibillties under CDBG of the staffs of special-purpose agencies,

not their exclusive responsibilitles; hence, the totals exceed the

number of sample units for each group.) The largest category for the

role of specialists is providing policy proposals. Since this is such

a broad category, it raises an obvious question: How much influence, - -

did specialists.l)~ve_:w!"er.ethey were involved in the CDBG process?

-,

Figure lO-3. Role of Specialist Officials In the 'CDBG Applicatlon Process

Model cities agency
specialists"

5

,- 9

lO

20
- -

4
- -Lt.-

Responsible for drafting
application

Provided staff for CDBG
program task force

Provided technical
assistance

Provided policy
proposals

,
Had no role

Housing and urban renewal
agency specialists'

6 -

l2

22

25

6

* Miami's model cities. program was adminlstered by'Dade County.
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Level of Specialist Influence

While recognizing that the level of ~nfluence question is a difficult

one, three categories were used to classify in general terms the role of

program specialists under the eDBG program as described by associates in

their field reports. The three categories are slgnificant, limited and

no influence ..

Specialists were considered to have had a limlted role in the

a.pplica.tion process if their lovalvement was to provide specific

information or technical assistance to those preparing the application;

the same term was applied to specialists who sought funds only for

ongoing activities. Participation was considered to have been slgulf'icant

when the special-purpose agency had responsibility for preparing the

grant application, where they shared th~s responsibility with others,

or participated in setting baS1C priorities. For the twenty-five model

citles and the thirty-seven housing and urban redevelopment agencies

in the sample~ the specialist-influence data break down as follows:

Influence of Model Cities Specialists Influence of Housing/Urban
Renewal Specialists

None

9

L1mited

6

Significant

10

None

8

L~mJ.ted

15

Significant

13

These data should be interpreted broadly. Overall, the associates

indicated that for the sample governments with preex1sting speciallst

agencies~ their staffs were more likely to have had a role (either involving

limited or signif~cant influence), rather than to be totally eXCluded from

the eDBC process. Approximately two-thirds of the urban renewal and

model cities agency personnel were said to have had some degree of

influence in the first year of the CDBG program.
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Summary on Changed Roles 

On the whole, we found that it was essen1<ially local c~rcumstances 

which determined whether and to what extent program specialists partici ­

pated in the CDBG program. Several factors appeared to have been 

especially prominent. One is the way the special-purpose body was 

perce~ved by the publ~c and generalist officials. Another was the 

extent to which the general government possessed the expertise necessary 

to prepare the application and carry out community development programs. 

In some jurisdictions, generalists lacked the experience and skill 

re<;[uired to prepare the application and as a result were forced to 

rely on program specialists. In some cases where the general government 

did assume policy-making responsibility for the ~ew program, it turned 

to a special-purpose agency to administer it. In Durham, North Carolina, 

for example, the city council assigned administrative respons~bility 

for most of its CDBG program to the existing urban renewal authority 

~nstead of to the deputy mayor for community development, even though 

the deputy mayor had expressed a desire to play this role. 

As could be expected, renewal agencies fared especially well in juris­

dictions with large unfinished renewal programs. 

It is important to note that the extent to which specialists were 

involved in the application process was not necessarily related to the 

continued role and independence of their agency. In fact, the situation 

was frequently the reverse. In a nmnber of' cases, officials of special­

purpose bodies that retained their separate status were given only a 

=nor role in the applicatIon process. On the other hand, the staffs 
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of agencies that were merged into the general government often 

were prominently involved lIDder the CDBG program. We noted earlier the 

case of Atlanta, where a special-purpose agency (in this case for model 

c~ties) formed the nucleus of a new c~ty department that significantly 

influenced the city's block grant program. To sum up, we note a tendency 

for the spec~alist staffs that were merged into the general government 

to have more influence under CDBG than those of specialist agencies 

retaining their independence. As is the case with much of the data on 

political effects in the first year, this finding needs to be classified 

as tentative and subject to further examination and analysis as the CDBG 

program matures. 

SUMMARY OF PRELIMINARY FINDINGS ON POLITICAL IMPACT 

To the question, Who Decides?, we offer three prel~minary conclusions 

based on the data presented in this chapter. 

F~rst, general~st officials have become more influential in policy­

making for commlIDity development at the local level than was the case 

prior to CDBG. Local chief execut~ves and other generalist officials of 

the executive branch have been the principal actors. This applies both 

to the procedural and substantive aspects of the CDBG rrogram. There has 

also been significant involvement by local leg~slatures in nearly half of 

the sample units. 

Second, the CDBG program has prompted administrative reorganization 

which in a number of cases has been conducive to more comprehensive planning 

and policy development at the local level. 
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Tlnrd, by placing general-purpose local government in charge of 

decisionmaking, the block grant program has stimulated a more competitive 

policy-making process in many jurisd~ctions. This increased competition~ 

involving chief executives~ legislators, and specialists, becomes even 

more apparent when we take into account the involvement OI various 

citizens' organizations, as discussed in Chapter 11. In this connection, 

it needs to be added that benefits which may result from more comprehen­

sive policymaking, point number two above, may be dissipated by the more 

competitive political process under the block grant program. Chapter 11 

at a number of points sheds light on the nature of this trade-off between 

broader planning and broader participation under the CDBG program. 
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FOOTNOTES TO CHAPTER J_O


11 The Housing and Urban Development Act o:f 1974, H. Rept. 93-114, 
93 Congo 2 sess. (1974), pp. 5-6. 

gj -The role o:f generallsts :for the sixty-two sample jurisdictions is 
summarized in Appendlx x-A at the back o:f this chapter. 

3/ Transcript o:f Brookings Research Con:ference on the Community Develop­
ment Block Grant Program, April 21-22, 1976. 

~ Level o:f experience as de:fined in Chapter 7 o:f this report is the 
ratio o:f the average per capita amount received by each unit under all 
o:f the :folded-in programs to the national per capita mean. In this case 
high prior experience reefers to an amount more than 50 percent above the 
national mean. 

21 Memorandum on Community Development Block Grants :from Councilman 
H. J. Lewkowitz, Chairman, City Council Subcommittee :for Housing and 
Community Development, October 11, 1974. ­

- Ii • 



Appendlx x-A. Role of Generalists in CDBG Applicatl0n Process, by Type of Jurlsdlction In Descending Order of Po»ulatl0n

Jurisdlctl0n

Central clties:

Prior progr"'1\:/
experlence-

Population, 1970
(thousands)

Pattern of generallst lnvolvement
Legls1ature Chlef executlve

Responslbillty for
applicatl0n preparation

New York, N.Y.

Chlcago, Ill.

Los Angeles, Calif.

Philadelphla, Pa.

Houston, Tex.

Cleveland, O.

Boston, Mass.

St. LOU1S, Mo.

Phoenix, Ariz.

M

M

M

H

M

M

M

M

L

3,369

2,810

1,950

1,233

751

641

622

582

Minimal

, - r,

Mlnimal

Mlnimal

Minlmal

Extenslve

Extenslve

Extensive

Extenslve

ExtensJ.ve

Extenslve

Extenslve

Extensive

Extensive

Extensive

Extenslve

Extensive

Extensive

Chairman of Planning"
Commission

Department:of Development,
Planning-Commissioner and
Adminlstrative Assistant
to Mayor

Technlcal Commlttee,
Mayor's Office of Urban
Development chaired by
Deputy Mayor

Deput~ Mayor

Dlrector of POllCY
Planning Dlvlsion, Offlce
of the Mayor

Director of Community
Development

Director of Neighborhood
Development Commission

Executive Secretary to
Mayor

Federal Ald Coordlnator

t=:
o



Appendlx x-A. (contlnued)

Jurisdlction
PrlOr progr"'ll/

experJ.ence-
Population, 1970

(thousands)
Pattern of generallst lnvolvement
Legls1ature Chief executive

Responslbl1ity for
application preparation

Seattle, Wash.

Jacksonvl11e, Fla.

Pittsburgh, Pa.

Denver, Colo.

Atlanta, Ga.

San Jose, Calif.

Minneapolis, Minn.

Newark, N.J.

Miami, Fla.

Rochester, N.Y.

Worcester, Mass.

.'

M

M

H

H

H

M

H

H

M

H

H

531

529

520

515

497

446

382

335

296

177

Minimal

Minimal

Extensive

Extensive

Extenslve

Extensive

Extensive

Mlnimal

Minimal

Extensive

Mlnimal

Extensive

Extensive

Extensive

ExtensJ.ve

Extensive

Extensive

Extensive

ExtensJ.ve

Extensive

Extenslve

Extenslve

Mayor's Task Force

Director of City HUD

Director of Planning

Executive Director of
Urban Resources (former
Model Clties Director)

Director of Grants
Planning and Management

Coordinator from Community
Development Division of
Planning Department

City Coordinator

Chief of Planning in
Mayor's Planning and
Development Offlce

Asslstant City Manager
and Clty Planning Staff

Assistant City Manager
(Director of Program
Development)

Director of Planning and
Communlty Development



· Appendu x-A. (continued)

Jurisdiction
Prior progr~1

experience~

Population, 1970
(thousands)

Pattern of generalist involvement
Legislature Chief executive

Responsibillty for
application preparation

LUbbock, Tex.

Lansing, Mich.

Raleigh, N.C.

Columbia, S.C.

Durham, N.C.

S10UX City, la.

Sioux Falls, S.D.

Portland, Me.

East Lanslng, Mich.

Auburn, Me.

Satellite cities:

H

H

L

M

M

H

H

H

L

H

131

124

114

95

86

72

65

48

24

Minimal

Extensive

Extensive

Minimal

Extensive

Extenslve

Extenslve

Extensive

Mimmal

Extenslve

Extensive

Minimal

Extensive

Extensive

Extensive

Extenslve

Minimal

Extenslve

Extenslve

Extensive

Community Development
Coordinator

Executive Assistant to
Mayor

Task Force chaired by
Director of Housing
Authority

City Manager

Special ASslstant to City
Manager for Community
Development

Community Development
Director

Executive Director for
Community Development

Plannlng Director

Director of Plannlng

City Planner

Huntington Beach, Callf. L 116 . Mlnimal Extensive Planning Program
Administrator



Appendix x-A. (cont1nued)

Jurl.sdiction
Prl.or program/
experienc~

Population, 1970
(thousands)

Pattern of generall.st involvement
Legislature Chl.ef executl.ve

Responsibl.lity for
application preparation

Cambrl.dge, Mass. H 100 Minimal Extensl.ve Area HUD staff member
on loan to Community
Development Department

Lakewood, Colo. L 93 Mimmal Extensive

Santa Clara, Callf. L 88 MJ.nimal Extensive

Miam>. Beach, Fla. L 87 Extensive Extensive

Evanston, Ill. L 80 Extensive Extensive

East Orange, N.J. H 75 Extensive Extensive

Greece, N.Y. L 75 MJ.nimal Extensive

Mount Vernon, N.Y. H 73 Extensive Extensive

-Assistant Cl.ty
Administrator

Intergovernmental
Assistance Director

Planning Director

Planner

Director of Planning

Director of Community
Development

Community Development
Coordinator (fo~er

Urban Renewal Director)

El Monte, Calif.

Scottsdale, Ariz.

Cleveland Hel.ghts, O.

L

H

N

70

68

61

Ml.nimal

Ml.nimal

Extensive

Mimmal

Extensive

Extensive

Outside Consultant,
Planner and Assistant
Adml.nistrative Officer

City Manager's Task
Force

Assistant Cl.ty Manager



Appendix x-A. (continued)

Jurisdiction

Urban counties:E/

Prior progr~1

experienc~
Population, 1970

(thousands)
Pattern of general1St involvement
1eg1s1ature Chief execut1ve

Responsibility for
application preparat10n

10s Angeles County,
Calif.

Cook County, Ill.

Dade County, Fla.

St. 10uis County, Mo.

King County, Wash.

Orange County, Calif.

DeKalb County, Ga.

Hennep1n County, Mlnn.

Harris County, Tex.

Allegheny County, Pa.

1

1

H

1

1

1

1

1

N

H

1,826

1,261

743

736

567

502

344

314

243

192

Min1mal

Mlnimal

Minimal

Mlmmal

Minimal

Minimal

Mimmal

Mlnimal

Minimal

Extensive

Extensive

Extens1ve

Extensive

Extensive

Extensive

Extensive

Minimal

Minimal

Extensive

Program Plann1ng
Division, Department
of Urban Affairs

Special Assistant to
County Chief Execut1ve

County Manager's Task
Force

Community Development
Dnector

Intercommission team
chaired by Commun1ty
Development Coordinator

Coordinator from Hous1ng
Section of Planning
Department

Intergovernmental Grants
Coordinator

Intergovernmental
Relations Coordinator

Harr1s County Commun1ty
Action Associat10n as
Consultant

Director of Model Cities
(Acting Planning Director)



Appendix x-A. (continued)

Jurisdict~on

Pr~or program
expenence.!!!

Population, 1970
(thousands)

Pattern of generalist ~nvolvement

Leg~slature Chief execut~ve

Fespons~bility for
appl~cation preparation

Nonmetropolitan Jurisdictions:

Charlottesville, Va. H 39 Muiimal Extensive Community Development
Director for Social
Prog,\,ams'

Bangor~ Me. H 33 Minimal Extens~ve

Marlborough, Mass. H 28 Extenslve Extensive

Florence, S.C. H 26 Minimal Extensive

Carbondale, Ill. H 23 Extens~ve ExtenSlve

Plainvlew, Tex. N 19 Min~mal Extensive

Roanoke Rapids, N. C. N 14 M:Lmmal Extens~ve

Casa Grande, ArlZ. N 11 M~mmal Extensive

Alma, Mich. H 10 M:Lnimal Extens~ve

Pulask~ County, Ill. N 9 Minimal Minimal

D~rector of Community
Development

Director of Planning

C~ty Manager

Assistant to C~ty Manager

City Manager

Regional Housing
Authority Director

D~rector of Planning

Commun~ty Development
Director

Executive Director of
Regional Planning
OrganizatlOn

H: high preV20US experience; M: moderate previous experience; L: low previous experience; N: no prevlous experience.

counties is based on the CDBG allocat~on populat~onand not Census population data. For CDBG
of urban counties excludes metropolitan c~t~es and any other commun~ties which chose to be

-<=­
f-'
V1

The ranking of urban
purposes, the population
excluded.



CHAPTER 11 

CITIZEN PARTICIPATION 

A question that runs throughout this report is: What has been the 

effect, at the local level, of the fleXlbility provided in the Housing 

and Community Development Act of 1974? Again, this questlon is raised, 

this time concerning citizen partic1patlon. Here, however, it takes 

two complementary forms. This chapter deals not only ,lith "How has the 

CDBG program affected citizen participation?" but also with the 

converse, "How has citizen participation influenced the CDBG program?" 

The block grant program for community development offered greater latitude 

to local governments regarding cltizen partlcipation than had the folded-in 

programs. Although both the model cities and CDBG programs require citizen 

participation, they differ both in emphasis and approach. In contrast 

to model cities, the CDBG program does not speclfy how local governments 

should go about meeting the citizen participatlon requlrement. The act 

requires "adequate" citizen partlcipation but leaves it up to local 

governments to determine what is adequate. The wording of Tltle I, 

Section l04(a) is deliberately nonspecific, stipulating only that each 

applicant for CDBG funds certify that it has: 

1.	 provided citizens with adequate information concerning the 
amount of funds available for community development activitles, 
the range of actlvities that may be undertaken, and other 
lmportant program requirements; 

2.	 held public hearings to obtain the views of citizens on 
community development needs; and 

416 
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3.	 provided Cltizess an adequate opportunity to participate in 
the development of the'application. 

The Department of Housing and Urban Development reported that, in 

response to its draft regulations, it received several suggestions to 

IIprescribe more fully the procedures ~ process, and local structure for 

citlZen participation." In the end, the department rejected these 

suggestlOns on grounds that it was inappropriate to specify "the manner 

in which local general-purpose government related to it~ citizen;."l!' 

It thus preserved for local governments a broad discretionary 

responsibillty for cltizen participation. 

Besldes altering the federal approach with respect to cltizen 

particlpatlon, the CDBG program also brought about a 'basic pollcy shift 

in this area. The concept of citizen participation as it emerged under 

such federal programs as the communlty action, model cities, and urban 

renewal programs during the 1960s had essentially three objectives: 

(1) to win the cooperation of residents of deteriorating areas targeted 

for redevelopment by glving them a voice in planning and lmplementing 

activities; (2) to halt what was perceived as a growing allenation of 

the poor and minority groups from local government, stemming in part 

from the belief held by these groups that they were being 19nored by 

local offlcials; and (3) to enhance the knoWledge and self-esteem of 

residents of the target area in order to improve their ability to seek 

solutions to community problems.g! Citizen participation requ±rements 

in these programs, therefore, focused on low-income and mlnori~y 

residents of redevelopment areas, emphaslzing means to facilitate their 
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involvement 1n communit~ development ,decisions. ' 

The c~t~zen:participat~on .provision in,the CDBG program, however, 

does not focus oparticularlY_on Ibw or moderate-income groups. The Nixon 

Administration's approach to citizen participation (enunciated:by BUD ­

Secretary James Lynn in'both House'and-Senate hearings on. the legislation) 

was based on the view that citizens already,participate through such 

processes as elections, nominatlons, town meetings, and'public hearings. 

The Administration sought only. to ensure that all citizens' be informed> 

about the CDBG program and that the~r 'views be considered during' . 

preparation of the app~ication.l!· Congress devoted relatively little' 

attention to the issue;~. but did strengthen/the legislat~on in.tp~s 

area by adding a requirement that'residents of partic~pating '.' 

jurisdictions be provided with adequate opportunities to participate in 

dec~sionmaking,.underthe:CDBG'program. '.-" , -.:- J 

This chapter exarr.unes citizen participation in the first year 

of the CDBG program. It descr~bes, f'irst, how local governments approached 

the requirement and what steps they took to encourage and provide for 

citizen participation. _Next,~lt examines 'how muchtc~tizen_participation 

actually occurred ,and :what ,segments of the communities were most , 

prom~nently involved.~ Finally,:it'exam~nes the impact of citizen 

part~c~pat~on on setting priorit~es and d~stribut~ng program expenditures.' 

For this report we define ttcitizen ·participatlon" broadly -to include the 

entire process"by which organized groups and individual citizens .are 

informed about the program and/or participate.in preparing the grant·.: 

applicat~on. 
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Data presented in this chapter 'are based'on a series of fourteen

~uestions that elicited descriptive and evaluative 1nformation from the

field research associates about the role of c1tizens 1n the app11cation

process. (The ~uestions appear in Part I of the research report form;
I

see Appendix II at the back of this report.) Associates were asked to

describe all c1t1zen involvement w1th'the CDBG program, from its'

enactment through submiss10n of the final application to HUn. They were

d1rected to describe the steps taken by local governments to facilitate

citizen partic1pation and to assess the extent to wh1ch citizen

participation influenced the decisions reflected in.the applications.

Associates also provided a further summary assessment,of the cit1zen-

part1cipat10n process. All the researchers in th1s study met again at

the second research conference and discu~s~d the subject further; this

second step produced a new canvass, using Ulllform termlnology and

closed-ended ~uestions.

APPROACHES BY LOCAL GOVERNMENTS

In examining the way off1cials of local governments approached

the c1.tizen particlpation requirement, we are interested in four main

factors: (1) the attitudes of local officials toward the re~u1rement;

(2) the procedures or structural arrangements they made; (3) the kinds

of opportunities they provided for citizen participation in the

app11cation process; and (4)'the efforts they made to promote and

fac11itate'citizen participation.
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Attitudes Toward Citizen Participatlon 
" , 

How local officials felt about the citizen partlcipation reqUlrement 

and the TJserlousnesslt wlth which they approached its lmplementatlon are 

important concerns but very dlfficult to lnvestigate. To elicit this 

information, assocJ.ates were asked to evaluate the "seriousness" with 

which local offlclals approached this requlrement, relylng on interviews 

with local officials and their own observations of how citizen 

part~clpation was treated in the appllcatlon process. ThlS strategy, 

and especially the meaning of the' word "se'riousness,ll was discussed at 

the flrst research conference in September 1975. We concluded that 
\~ .,," ' 

the aim of the research in this area should be to ascertain whether 
I ~,.) ;:, , 

local officials viewed citizen partlcipation as relatively unimportant 
, 

and malnly a gesture to fulflll a requlrement, or whether they treated 

it as an occasion to p~ovlde lmportant opportunities for citizens to 

become involved ln prlOrity settlng for community development. Such 

evaluatlons of disinterested expert observers knowledgeable about local 

conditlons and politics may be the most effective means of obtaining this 

kind of inf~rmation. We would stress, however, that the data which 

follow on this question are the best informed judgments of on-the-scene 

and uninvolved observers, most of whom are social scientists. 

When tabulated, the evaluations of the associates showed that 

offlcials in the overwhelmlng majority of the sample jurlsdlctlons 

(fifty-two of sixty-two) viewed citizen participatlon as an important 

part of the application process and not merely a formallty. In more 

than a thlrd of the sample, cltizen participation was viewed as "very 
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important. II The ten jurisdictions in which local officials were judged 

to have treated the citizen participation requirement as "not important" 

are mostly small citles and urban counties with little or no preVlous 

experience in federally financed community development activities. Only 

one in thlS group of ten jurisdictions (Mount Vernon, New York) had 

previous experience under the model cities program. Three are urban counties 

with little or no prior experience, which left up to participatlng clties 

the responslbl1ity for citizen participation. 

Two sample units (one very small and one very large) typify these 

ten units. Of Plainview, Texas, the associate reported that llcity 
-" 

officials treat community participatlon re~U1rements as formallties to 

be gotten through. 1I No major efforts were made by city officials to 

stimulate citizen participation; the pUblic hearings were sparsely attended 

and generated relatlvely little citizen input in decisions about the use 

of the funds. Similarly, the associate for Cook County, Illinois, said 

IILocal and county officials treated citizen particlpatlOn in the communlty 

development program as pro forma; the re~uired hearings were held, but they 

were poorly attended and little heeded. The most important decisions were 

made behind closed doors between local and county officials, and the 

participation by cltizens was limited in lmportance and scope. 1I 
~ profile 

of the situation in Cook County is presented ln Capsule 11-1. (Quotations 

in thlS capsule and others in this chapter a~e from associates' reports 7) 
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Capsule 11-1. Cook County, Il11nois 

Population: 5,488,300 
Urban county 
Grant amount: $3,246,000 

Although in Cook County the local government attached little 
importance to citizen participation, officials responsible for the CDBG 
program were 'careful to fulfill the legal requirements. 

Cook County created a CDBG adv1sory council composed primarily of 
suburban mayors but which also included three representatives from local 
organfzations (the League of Women Voters, the Metropolitan Hous1ng and 
Plann1ng Counc11, and the Community and Economic Development Association). 
After the advisory council had approved a draft application, the county 
sponsored three county-wide public hearings. These were poorly attended, 
and the associate reported were "more for the purpose of providing 
information to citizens than for citizens to provide input on the draft 
appllcation." .!..I 

The county also' sought assurances from partic1pat1ng municipa11t1es 
that each had sponsored at least one public hearing. "Before the 
adv1sory counc1l would cons1der any project, one public hear1ng had to 
have been held by the municipality wh1ch was proposing the project. A 
transcript of that hearing or certification that it has been held had to 
be provided." 

Despite elaborate formal citizen participation mechanisms, Cook 
County treated c1tizen part1c1pation perfunctorily. The three local 
organization representatlves were described by the associate as having, 
overall, very limited influence. Public hearings were not well 
advert1sed and were consequently poorly attended. The first-year 
program was -largely the result of informal negotiations between county 
staff and the suburban mayors. CitHens that did attend hearings were 
not encouraged to comment on the draft, nor were any of the proposals 
they made incorporated into the application. 
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At the other end of the scale, the,_twenty:-:!'h!'ee jUrlsdiction~ in 

whl.ch local officials took the application process "very·ser1.ously" 

tended to be jurisdictions with hl.gh levels of previous experie,::~e. 

Tllelve of the twenty-three had model Cl.ties program experience. ,Two were 

urban counties; none "'iTer,e jurJ.sdictions with popplatlons over one 

million., Raleigh, North Carolina, and ,Dade County, Florl.da, iJ,re, examples 

of jurl.sdl.ctions l.n this category., Of Ralel.gh, the ~ssocl.ate reported, 

"Generally speaking, local officials took the community par,ticipation 
, , 

elements'very seriously and citizens appeared to have responded. in kind,. JI 

,, - , 

The associate for naae County concluded that "the dedicatl.on to citizen 

partl.cipation by key generall.st officials Bt the county level is 

genuine. '1 He added, "Cltizen particlpation is the most Qutstandlng 

aspect of the first-year application process." 

In several jurl.sdictl.ons, the support of local officials for 
, : I 

citizen particlpation was not without,rese~vations. Some were concerned 
, < 

that a high level of citl.zen participation might, generate a higher level. 
• < 

of expectatl.Ons than the ,program would justify. The associate for 

Cleveland Heights, Ohio, reported, for example, that city officials 

"approached the citizen partiCl.patl.On requirement both seriously and 

warily. Because Cleveland Heights has had limited experl.ence quall.fying 

for federal funds, especially HUD programs, the Cl.ty intended to be 

scrupulously careful in fulfl.lll.ng eligibility relJ.uir~ents." At the 

same time, Cl.ty officials decl.ded that the development of the CDBG 

application should be "low_key" so as not to arouse unwarranted 

http:Florl.da
http:Ralel.gh
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expectations about CDBG benefits. In Carbondale, Ill~nois, local 

offlCials were also ambivalent about citizen participation but for 

different reasons. The Carbondale associate reported that city officials 

took the requlrement very serl.ously. "The city has a long hlstOry of 

actlve citizen lnvolvement. The Clty council has made citizen partici-' 

pat~on a matter of standard pol~cy for a long time. The city manager 

wanted the participation of citizens, particularly those in low and 

moderate-lllcame neighborhoods. 1f Yet because the manager belleves 

c~tizen partic~pation tends to slow up the planning and admin~stration 

of programs, "he takes the positlon that cltizens have neither the tlme 

nor the expertise for" a very active role and that they should play an 

adVlsory role only, i.e., reactlUg to and recommending changes in 

programs and budgets worked out by staff." The associate concluded 

with the observation that '~asically, the Clty council shares the 

city manager! s views about the character of citizen involvement. IT 

On the whole, the large number of jurisdlctions in which local 

off~cials were judged to have taken the citizen participation re~uire­

ment seriously must be viewed as one of the surprising features of the 

first-year CDBG program. It is especially 50 in view of what "as 

widely regarded, at best, as a wides~read uneasiness among local 

offlClals with comparable re~uirements under previous federal programs. 

This generally supportive attitude under the CDBG program can be 

attrlbuted to several factors; the one that appears most fre~uently in 

the observations of associates is the fact that the program permits 
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local officlals to shape citizen participation to fit their own 

objectives and preferences, both substantlvely and procedurally. The 

assoclate for Portland, Maine, for example reported that "the citizen 

participation process appears to have been taken quite seriously by 

local officials. Previous experience with citlzen involvement in the 

form of the citizens' advisory committee had been notoriously distaste­

ful foJ'" the council. Under CDBG, neighborhood meetings and surveys 

presented an opportunity for Clty offlcials to generate broad cltizen 

involvement without creating an ongolng organization with which the 

council would have to deal. II In short, local officials "'iTere supportive 

of citizen particlpation because they had the opportunity to control 

it and to use it as they saw fit. 

Procedures 

One issue related to citizen participation that was examined at 

length by the Senate Banking, Housing, and Urban Affairs Committee was 

whether the Housing and Community Development Act of 1974 should 

prescribe a particular procedure for cltizen participation. The Committee 

concluded that it "WOuld be unwise to frame a single model for citizen 

participation, stating that "program objectives would be better served 

by relying on local governments to develop acceptable models for citlzen 

participation taking into account the varied traditions and public 

institutions that have grown up in U. S. communities. "2/ The variety of 

procedures adopted to provide for citizen particlpation ln the first 

year of the block grant program indeed suggest that this approach is 

desirable. 
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In most of the sample jurisdlctlons, the adoption of citlzen 

partlcipation procedures was noncontroversial and administrative; elther 

the local chlef executive or another officlal responsible for supervislug 

the applicatlon devlsed a procedure. In only a-few cases was this a 

major issue. In Evanston ,_~ IlliJ;.iqis, Minneapolis, Minnesota, San Jose, 

Californla, and Cambridge, Massachusetts, citlzens' organizations 

offered thelr own proposals for cit~~en participation procedures. In 

Evanston, the League of.Women_Vot~rs proposed that a number of cltizens 

be appointed to a C~~.~a~k fqrce; ln the "end this idea was rejected by 

city offlcials. In Mlnneapolis, hity officials and l;;al cltizens 1 
• 

groups negotiated a mutually acceptable procedure after citizens' groups 
,~ :. L ~ , ' _ 

found the city's inltial plan unacceptable. In San Jose, the city 

accepted the procedure proposed by the local model cities agency. In 

Cambridge; cltizens invlted:to serv~ on an ~dviso~ COMmlttee criticized 
c I' , - - ':'. 

the approach by the mayo~ and recommended instead that an "elected 

citlzens' advlsory board'be created; Cambridge's mayor rejected the 

proposal on groun'ds thai;' there was '~ot enoUgh time'to"carry it out. 

In general, h~wever, decision-~ing responsibllity for the citizen 

partlcipation process remalned within the local government. The data on 
, I ~, 

who actually made the decisions in the slxty-two sample jurisdlctions 

-" ,., . " break down as follows: 
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F1gure 11-1. Decision-making Responsibility for the Citizen Part~cipation

Process

Consultant

Task force

Local chief executive
and legislature

Special coordinator or
department head

Local legislature

Local chief' executive

-
3

-
4

10

12

14 . I

19

Ii. .

Preliminary reports f'rom the f'ield indicate that the procedures
} -' j •

established by the governments to perm1t c1t1zen participation could

be grouped into f'?ur types: (1) public hearings only; (2) public, ,

hearings and neighborhood meetings; (3) public hearings and a c~~i~ens'

advisory body; and (4) public hearings, a citizens' advisory body, and

neighborhood meetings. The data showed that exa~tly half' the study

sample f'ell into the f'1rst two categories, the other half' into th~

second two.

Thirteen Jurisdictions relied entirely on public hearings to f'~lfill

the CDBG cit1zen participation requirement. Summary data f'or these

thirteen jurisdictions are provided in Table 11-1 below.



Table 11-1. Jurisdictions Using Public Hearings Only for Citizen

Participation;'Listed Alphabetically

Number of public hearings
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J=isdiction

Allegheny County, ~Pa.*

Alma, Mich.

Boston, Me;ss.

Columbia, S.C.

Cook County, Ill.* rr.~, '0

East Orange, N.J.~_J.

Evanston, Ill.

Greece, N. Y-, ,
Hennepi,,: County, Minn. *

Lakewood, Colo._

Philadelphia, Pa.

Pittspurgh, Pa.

Pulaski County, Ill.

Scottsdale, Ariz.

Pre-draft

5

1

18

10

1

1

3

.5

2

Post-draft

1

1

2

2

2

1

1

3

2

5

2

2

1

Source: Field research data.

* Data'pre~ented for ~ban counties include only those public hearings
sponsored by the county•.
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SlX of these he1.d only two heanngs, _t~e minim~ number required under HOO's 

CDBG regulatl0ns, whl1e seven held mor~. Officials in Boston, for 

example, used the eighteen "little Clty halls" throughout the city to 

conduct hearings in various neighborhoods, after which two public 

hearings were.held by the full ~ity councl1. Philadelphla held two rounds 

of Clty-wide hearlngs, - five prior -to preparation of the draft 

appllcation and three afterwards. Public hearings ~ however, have on 

other occaSl0ns been shown to have shortcollilngs as a means of cltizen 

partiClpatlOn. They generally require that partlcipants be knowledge­

able ln advance about the subject at hand; they provide relatively 

11ttle opportunity for informal discussion and furthermore are often 

an intimidating forum in which citizens--especlally those of low income-­

are reluctant to speak freely. 

Seventeen jurisdictions supplemented the public hearings with 

neighborhood meetings conducted by the officials directly responslble 

for preparlng CDBG applicatl0ns. Summary data for these seventeen 

jurisdlctions are presented ln Table 11-2. In several jurisdlctions, 

formal hearings and neighborhood meetings were coordinated to form a 
single, structured process for citizen participation. The approaches 

taken by Jacksonville, Florida, and Seattle, Washington, illustrate thlS. 

Jacksonvl11e's Department of Housing and Urban Development scheduled 

eight public meetings in several of the city's legls1ative distrlcts
," 

prl0r to the start of public hearings by the city council.' In 

advertlsements and mailed invitations, cltlzens were urged to attend 

these meetings to learn about the program as a basis for participating 

ln the publlc hearings scheduled for a later date. Officlals preparing 

• 
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Seattle's applicatl0n conducted twelve neighborhood meetings before 

preparing a draft application and elght more afterwards--all prior' to 

the Clty-",o~c~~'s public hearings_" Not_,?,:J,~__ ~~ _these neighbo,:!,,?!?d 

meetings~s_erve to ed,:cate citizens' about the program and provide for 

informal discussion o! local_ community de~el'Opment ne.eds, they_also 

provided a way to identify prevailing neighborhood needs and focus on 

spec1.fic ones. 

.. 

• 
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Table 11-2. Jurisdictions Using Neighborhood Meetings and Public Hearings for

Citizen Participation; Listed ARphabetically

Jurisdiction
'NUlllber' of' neighborhood meetings

Pre-draft Post-draft
r 1'_ , ...

Number ~f public hearings
Pre-draft Post-draft

Atlanta, Ga.

Chicago, ill.

East Lansing, Mich.

Harris County, Tex.*

Huntington Beach, Calif.

King County, Wash. *

Lansing ~ Mich a

Los Angeles County, Calif. *
Miami, Fla.

Miami Beach, Fla.

New York, N.Y.

Orange County, Calif. *

" : ' 5

9

5

4

3

38

1

27

2

4

5

10

, ..

5

35

1

, 6

4

2

2

2

2

3

1

2

2

2

2

Portland, Me.

Rochester, N. Y•

Seattle, Wash.

Sioux City, la.

Worcester, Mass.

Source: Field research data.

7

7

21

4

5

2

2

1

1

1

* Data presented for urban counties include only those public hearings and/or
neighborhood meetings that were sponsored by the county.
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Thirty-one jurlsdictions used advisory boards or committees to provide 

ror citizen participation under the CDBG program. or these, rive used 

one or	 more existing local bodies instead of creating new bodles ~or 

this purpose. Florence, South Carolina, for example, used lts existing 

community relations commission as the citizens' advisory body; Plainview, 

Texas,	 used two existlng bodies, its city-wide community improvement 

committee and neighborhood lmprovement COmIDlttee, while El Monte, California, 

used its existing "Image Committee" along with rour members or the police 

department's advisory committee and ten additional citizens. 

In the thirty-one-sample jurlsdictions that relled on citizens' advisory 

cOillilllttees, these bodles difrered greatly in size, ln the way thelr member­

ship was selected, and ln the role they played in the CDBG program. The 

smallest committee was that or Marlborough, Massachusetts, with rive members. 

The largest was in Los Angeles with 150 members from WhlCh a rifteen-member 

steerlng committee was selected. 

_In twenty or the thirty-one jurisdictions, the members or the citizens' 

advisory committees were appointed in one or the rollmTing ways: (1) by the 

chier executive (nlne cases); (2) by the local legislature (eight cases); 

(3) by both the local legislature and the chier executlve (two cases); and by 

a department head (two cases). 

In	 nine or the thirty-one jurlsdlctions, the appointment process was more 

6/
compllcated.- In Santa Clara and Cambridge, adVlsory commlttees were kept 

open, that is, instead or having a rixed membership, city orricials invited 

several groups to send representatives to particlpate; meetings were also 

open ror members or the communlty to work with the committee. In Durham and 
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El Monte, the appointment process involved three parties -- the city 

manager, city council, and existlng citlzens' advlsoryrcommittees in 

Durham and the city manager, city council, and pollce chief in El Monte. 

In Raleigh an eXisting citizens' advisory committee was used. 

In the remaining four jurisdictions with citizens' advisory 

committees, some or all of the members were elected. In Dade County, 

all commlttee members were elected in neighborhood meetings; ~hile ln 

the other three cases, Jacksonville, llinneapolls, and San Jose, part of 

the committee's membershlp was appointed and the remainder elected in 

neighborhood meetings. As we reported ln Chapter 10, in three 

jurlsdictions (Durham, San Jose, and Roanoke Rapids) legislators 

served as members of the citizens'advisory committees. 

In most of the thirteen Jurisdictions that used neighbor~ood 

meetings ln addition to the citizens' advisory committee, the nelghbor­

hood meetlngs were held by the committee, although ln a few cases 

these were conducted by local offlcials before the citizens' advlsory 

committee was organized. Summary data on these thirty-one jurisdictions 

with citizens' advisory committees are presented ln Table 11-3. 
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Table 11-3, Summary Data on the Thirty-one C~t~zens' Advisory Comm~ttees that Part~cipated ~n the CDBG

Appl~cation Process; Sample Jurisdictions, L~sted Alphabetically

Type of part~cipatlon

Number of Adnsory role Partic~pated

Jurisdict~on members on How members Basis of ~n drafting in prepar~ng

Status comm~ttee were selected selection appl~cation draft

Auburn, New 11 Appointed
;

Yes NoMe, At" large

Bangor, Me. New 15 A;ppointed At large Yes No

Cambr~dge, Mass. New §i Inv~ted and Sub-city and Yes Yes
volunteered at large

Carbondale, Ill. New ,31 Appointed At large Yes No

Casa Grande, Ariz. New 14 AppOlnted At large Yes Yes
,

Charlottesv~lle, Va. New 17 Appointed Sub-c~ty Yes Yes
" at la:r:ge

Cleveland, 0,. New 14 Appolllted At large Yes Yes

Cleveland He~ghts, O. New 10 Appointed SUb-c,~ty Yes Yes

Dade County, Fla. New 18 Elected. Sub7 county Yes Yes

, Yes'
,

DeKalb County, Ga. New . : 9 Appo~nted Sub-city and Yes
at large

Denver, Colo. New 27 Appointed Sub-Clty and Yes ' j:' No
"-' at large

Durham, N, C. ., ~ , :. New 15 Appo~nted At large Yes No &..,..



Table 11-3. (continued)

TYpe of participation

Number of Advisory role Part~cipated

Jurisd~ction members on How members Basis of ~n drafting in preparing
Status committee were selected selection appl~cation draft

El Monte, Calif. ElcistingEl 25 Appointed At large Yes No

Florence, S.C. Elcist~ng 25 Appointed At large Yes No

Houston, Tex. New 26 Appo~nted At large Yes No

JacksonVl11e, Fla. New 27 Elected and Sub-city and Yes Yes
appo~nted at large

Los Angeles, Calif. New 150 Appointed Sub-ci ty Yes No

Lubbock, Tex. New 14 Appointed Sub-city and Yes Yes
at large

Marlborough, Mass. New 5 Appo~nted At large Yes No

~nneapolls , Minn. New 47 Elected and Sub-c~ty and Yes Yes
appo~nted at large

Mt. Vernon, N.Y. New 12 Appo~nted At large Yes No

Newark, N.J. New 27 Appo~nted At large Yes No

Plainview, Tex. New 10 App01nted Sub-c~ty and Yes No
at large

Phoenlx, Ariz. Ex~st~ng 17 App01nted At large Yes No

Rale~gh, N.C. Ex~stlng 18 Appo~nted and Sub-c~ty Yes Yes .0-
elected w

V1

Roanoke Rap~ds, N.C. New 8 Appo~nted At large Yes No



Table 11-3. (continued)

Type of participatlon

Number of Advisory role Participated
JurisdictlOn members on How members Basls of ~n draftlng in preparing

Status committee were selected selection application draft

St. Louls, Mo. New 39 Appointed Sub-city Yes No

St. Louls County, Mo. New 20 Appointed SUb-city Yes No

San Jose, Calif. New 12 Elected and SUb-Clty and Yes Yes
appointed at large

Santa Clara, Calif. New 7 Appolnted At large Yes Yes

SlOUX Falls, S.D. EXlsting 21 Appointed At large Yes No

Source: Fleld research data.

~/ The size of the committee was left open, and cltizens were free to join.

E.I EXlsting committee to which fo~ new members were added from the Spanish-speaklng community.
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Tlming ~~ Participa~ion 

A third aspect of the ap~roach local g0vernments took to citizen 

participatl.on iuvc·lve::; the l!1111lb?r of stages in the applic:ation process 

at which opportunities tor partiL:pation were provided. Citizen 

participa",(;l.on \las possible :?rlor "-,0 the preparation of a draft applJ.ca­

tion, during ~h3 draf~i~g process: and also afterwards 1ll connection 

WJ.th its considera~ion ~y t~e Iaca' legislature. In a few jurisdlctions, 

local governments ];r!"ovl.d.eC!. opportU!llty for cltlzen participation at 

only one po~nt in the a~plicatlon process; many others provided 

partlcipatlo~ a~ tvo poluts, an0 a good number at all three pOlutS. 

Figure 11-2 pre.sen"'[s a com.pila~~on of' our data on -=the timing and 

frequency of cltJ.zen farticlpation. 



438


Flgure 11-2. Timing o~ Opportunities Provided ~or Citizen Participation 

in the CDBG Application Process; Points at which Participation Occurred* 

= 

Summary:


Participation at three points 17


Point One: 
Citizen participation 

Participation at two points 38 

at pre-draftlng phase ~ Partwipation at one point 6 

Total 61 

Point Two:

Citizen particlpation ~


at drafting phase ®~


Point Three

Citizen partici ­

pation in con­
sidering draft 
applicatwn 

@


Source: Field research data. 

* Does not include Hennepin County, Minnesota, which provided for no citizen 
participation at the county level. 
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Typical of the jurisd~ctions w~th one opportunity for c~tizen 

participation ~s Greece, New York. There the c~ty council held two public 

hearings on its CDBG draft application. In addition to the routine public 

notlces announcing the hearlngs, Clty officials invited one local group 

that had been engaged in promoting improved drainage for the city, the 

project on WhlCh c~ty off~cials had already planned to use most of its 

CDBG funds. The heanngs focused ent~rely on this issue. Later, when the 

city's CDBG grant amount proved larger than had been anticipated, a th~rd 

hearing was held to discuss ways to use the addit~onal money. In four of 

the six jurisdictions with an opportunity for c~tizen participation at only 
\ 

one po~nt, the publ~c hearings occurred at the end '.of the decision-making 

process, that is, after a draft applicatwn had been prepared and submitted 

to the leg~slature for cons~deration. Citizens who participated in these 

hearings were therefore able only to react to choices already made rather 

than to part~c~pate ~n determining the choices. 

Of the th~rty-eight jurisdictions ~n wh~ch local governments prov~ded 

opportunities for partic~pat~on at two points in the application process, 

"­all but four ~nvolved partic~patwn before and after the preparatwn of 

a draft application. In these jurisdictions, cl~izensf Vlews were 

obtained f~rst, a draft application-was then prepared, and finally, 

through public hearings, citl.zens were again able to comment and sometlmes 

effect changes ~n the draft. In the remaining four jurisdictions, 

part~cipation occurred before the draft and dur~ng the drafting process. 

The citizen participation process in these jurisdictions allowed citizens 
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to express thelr views early enough so that they could be taken lnto 

account in preparing the draft application and then gave citizens an 

opportunity to react to the way those views were treated in the draft. 

In fourteen of ~hese thirty-eight jurisdictions, a citlzens' 

advlsory committee was used as the principal means of cit~zen partici­

pation; in the remaining jurisdictions either public hearings alone or 

public hearings and neighborhood meetlngs ln combinatlon were the 

arrangements used. Typical of the jurisdlctlons ln this category was 

Scottsdale, AXizona, where the city scheduled three public hearings, 

the first one on November 4, 1974, to acquaint citizens with the 
- ~

program and to soliclt ''their views on communlty development needs, Three 
i ••••• -:; _ " 

weeks la~er' a second pUbl~c hearing ~ll the program was. held, this tlme 

with a more focused discussion of the klnds of community needs to be 

addr~ssed ~n the program. The Vlews expressed In these discussions 

r' .'
helped local of~lcials in preparing a draft applicatlon, which was 

presented to the city council on December 17, 1974, the occasion for a 

third public hearing, Citizen participation in Cleveland, another 

jurisdiction in the two-point participatlOn group, proceeded less 

smoothly than in Scott>:dale as, the description below (Capsule 11-2) shows. 
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Capsule 11-2. Cleveland, Ohio 

Population: 750,879 
Central city with hold-harmless entitlement 
Grant amount: $16,092, 000 

In Cleveland, citizen participation occurred through a fourteen-member 
citizens' adVlsory committee. Members of the committee were selected in a 
two-step process. First, the director of community development, in 
concurrence with the mayor, designated fourteen social service agencies 
and local groups from' which representatives were to be drawn. Each of 
these groups then selected one representative to the committee. The 
committee was given the responslbility to advise the city on the use of 
20 percent of the CDBG budget earmarked for social-service activities. 
This arrangement not only gave community groups a voice in planning the· 
program, it also served, the associate reported, to direct "individual 
pressures away from the CDBG staff." 

The public hearings were held before a draft application was prepared, 
between November 1974 and February 1975. The first series of hearings was 
designed primarily to inform citizens about the pro~ak and to solicit 
suggestions about how the money should be spent. The .second round of 
hearings occurred after a draft application had been'prepared to give 
citizens an opportunity to comment on the draft. 

The public hearings were not well attended. Few substant;ive comments 
were made, and those groups that participated were, the associate reported, 
"only marginally influential." Few changes were made in the city's 
application as a result of the post-draft hearings. Responding to protests 
from four neighborhood groups against the exclusion of their neighborhoods 
from a planned code enforcement program, city officials asserted that 
"priority areas for recelving low-interest loans for new construction or 
housing rehabilitation were those where it was determined that the money 
would go the farthest." 

One issue on which citizens worked hard, and ultimately to no avail, 
was to replace a "Concentrated Crime PatrOl" (a program to pay the salaries 
of nearly 200 police officers, which the city administration favored) with 
two fire stations, which were to have been constructed in the priority areas. 
Citizen groups opposed this project on a number of grounds. They argued that 
the patrol program was an ineligible activity, that the citizen participation 
re~uirement had not been met (Cleveland had held two hearlngs on the day the 
decision was made to include the patrol program), and that past increases in 
expenditures for safety forces had not resulted in improved policy performance. 
Protests by citizens brought no changes. Cleveland submitted its application 
with this project included to the HUD area office. Neither the HUD area nor 
regional office would approve this item, however, ruling it an ineligible 
activity. The city appealed their decisions, and in a May 20, 1975, memorandum 
to the HUD regional office involved, Assistant Secretary Meeker ruled that 
the "Concentrated Crime Patrol" was a supportive service and therefore an 
eligible activity. (A number of political leaders--local and national--were 
also involved in this controversy as discussed in Chapter 7.) 
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r •
In addltion, the Clty'S model cities program participation

organization vigorously critlcized the approach taken to the CDBG
citizen participation requirement. .They:were especially critical o:f
the limited advisory role given to citizens and the city's abandonment
of the existing model cities citizen particlpation mechanismo Their
protests were largely 19nore!l by the city and their e:f:forts to establish
an alternative mechanism failed.

In the seventeen jurisdictio,:s where'local governments pronded

opportunities :for participatlon at all three points in the appllcatlon

process, the k~y charact~ristlc was contlnuous citlzen involvement, with

the most important partlJipation concentrated on snaring in the actual
~ ~ J ~~, , I

preparation of- the- grant"appiicatlon•. In a :few_ o:f these jurisdictions
j '. '

citizens played the leading role in the dra:ftlng proces~. In all

seventeen_ ca~er':~ c~tizenF' advlsOr~'~oIDmltteewas the instrument for

participatio,;;" The experience o:f Minneapolis, descr1bed in Capsu;t.e 11-3,

provides an example o:f citizen involvement throughout the entire application

process.



Capsule 11-3. Minneapolis, Minnesota
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Pouulation: 434,000
Central city with hold harmless entitlement
Grant amount: $16,793,000

Shortly after enactment of the CDBG legislation, the mayor of
Minneapolis indicated his support for a strong citizens' role in the
CDBG program, noting that "a new kInd of city government organIzation
is requared to provide for conslderably more consultation with and
participation by the people who live and work in those neighbprhoods
that are directly affected." This new organization turned out to be
a forty-seven member cltizens' advisory committee, comprised of one
aldermanIC appointee from each of thIrteen wards, fIve mayoral appointees,
and twenty-nine delegates elected from caucuses in the city's ten plan­
ning districts.

The size and method of selection of the committee resulted from
extenslve negotiatlons between city officials and several local citizens'
organIzations. The commJttee was given two charg~s by the city counCIl:
(1) to assist the city in preparing Its first-year block grant application;
and (2) to recommend ways in which citIzens might be involved in
community development activities and in preparing future applications.

The city council also created a technical aSslstance commlttee,
made up of staff from several departments to work with and assist the
CItizens' adVIsory cOmmlttee in preparing a draft applicatIon. On the
recommendation of this technical COmIDlttee, the citizens' cOmmlttee
organIzed itself into five subcommittees--human relations, physical
improvement, housing assistance, affirmative actlon, and an overall steering
cOmmlttee. 'rhese subcommIttees held separate meetIngs, for the most part,
to work on specific aspects of the applicatIon. The steerIng commIttee
pulled together the recommendatIons of the other subco~ttees, trImming
the proposed expenditures to meet the city's entitlement amount and then
SUbmIttIng its draft application to the community development commIttee
of the CIty council.

The city council reviewed the draft application, conducted public
hearings, and then approved it with only a few modifications. In the
draft applIcation the citIzens' adVIsory committee emphasized housing
rehabllitation and social serVlce programs. The city council had urged
that, In addItIon to these functions, CDBG funds be used to purchase land
for senior cltlzens' houslng and a bicentennial construction project. The •
c~tizens' adv~sory committee considered and rejected both of these items,
but nevertheless the council included them. In order to do so, it deleted
one of the projects recommended by the commIttee. According to
the aSSOCIate, "The applIcation as finally adopted was clearly the
product of a cooperat~ve citizen-council effort."
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Two signlficant factors appear to h8V~ h~en as~oclated Wlth the 

number of opportmlitles local governments 1-C'nvided for c:.tizen 

participation in preparing the CDBG applica71oil. Cne is the type o~ 

structure or procedure utilized for citizen partici)atlon. In juris­

dictlons in which no formal structure for citlzen pa-~icipation 

existed and public hearlngs and meetlngs were ~elled on exclusively, 

partlcipation occurFed at one or two polnts l~ the apdlication process 

and never durlng the drafting stage. On the other h~~d, &lthough exist­

ence of a formal structure such as a citizens' advisory ~ony did not 

ensure particlpation at all three points In the applicat~on process, 

such a body did indeed exist in all seventeelJ. cases i!l WhlCh partic2pa-' 

tion was provlded for at the three pOlnts. 

The second major factor associated "'in.th the nu:iber of opportu..l'lities 

provided for citizen particlpation is the exten~ o~ ~~lor expellence 

with federal.community development programs ar,d. part~cuJ.erly the model 

clties program. ThlS relationship is shown in TdolB 11-4, vhlch shows 

that of thirty-six jurisdictions with high levels of prior experlence, 

only two provided for citizen participation at une yoint in the 

appllcation process. 
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Table 11-4. Prior Program Experience Related to Number of Opportunities
. ,

for Citizen Participation

Level of prior experience

Number of
opportunities High Moderate Low or.none

Three points in
application process 11 1 5

Two points in
application process 23 :3 ~ - -.':;1 _ 12,

One point in , . T

application process 2 1 3

Total 36 5 20

Source: Field research data.

Promoting Participation

The effort of local governments to promote and facilitate citizen

participation is the fourth aspect of our consideration of the approach

to this requirement. In many instances promotional activities were just

as important as procedure and number of opportunities for citizen

participation, because they stood to enhance the level and quality of

participation.

Promotional efforts primarily involved publicizing the CDBG program

and trying to stimulate attendance at meetings and he.arings. In some
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instances, other activities were undertaken to help organizations or

individual citizens to participate. Twenty of the sample ~urisdictions

made no extra efforts to promote or facilitate citizen participation

and to disseminate program information. Promotional activities undertaken

by the remaining forty-two local governments break down as follows:

(It should be noted that a number of jurisdictions undertook more than

one kind of activity.)

Figure 11-3. Promotional Activities to Encourage Citizen Participation

Provided technical or financial assistance

Circulated citizen questionnaire

Made efforts beyond routine announce­
ments to encourage attendance at
citizen meetings

Met informally with citizens' groups

6

12 I
I

20

24
•• -----

As a routine measure, all local governments could be expected to
,

announce their scheduled meetings and public hearings through newspaper

advertisements or press releases. Twenty local governments went beyond

such standard steps. Among these were Jacksonville, Florida, Carbondale,

Illinois, and Lubbock, Texas, which used television and radio programs

to inform citizens and promote participation. In other jurisdictions

such as Pittsburgh and Philadelphia, mass mailings to community groups

were used to stimulate citizen attendance at meetings and hearings.

Six sample jurisdictions allocated funds or provided technical

assistance in order to facilitate citizen participation. In some cases,
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the technical assistance involved providing demographic data; in other 

cases it involved providing staff assistance to participating groups 

or individuals. As Capsule 11-3 noted, the city of Minneapolis created 

a special technical committee composed of staff members of the city 

government to work with the citizens' advisory committee. Other 

jurisdictions, including San Jose, Cambridge, and Orange County, 

California, made staff members available to assist groups and individuals 

that sought to be active in preparing proposals. City officials in 

Cambridge appointed a coordinator for citizen participation and provided 

a multi-lingual staff person to work with Spanish and Portuguese-speaking 

citizens. Orange County hired a Spanish-speaking s~aff member to assist 

Spanish-speaking citizens. Several other jurisdictions made efforts to 

inform the pUblic by preparing handbooks or newspaper supplements 

explaining the program. Jacksonville and Santa Clara, California, used 

a slide presentation explaining the program and provided staff to present 

it to local groups at their request. 

Tqe quantity and quality of the technical assistance provided by 

local go~ernments were, in some cases, the subject of disagreement 

between officials and citizens. In San Jose, for example, city officials 

responsible for the CDBG program claimed that they had made city staff 

available-to groups needing- assistance in preparing proposals. The 

associate for San Jose reported, however, that several citizen groups 

complained that this assistance was available only in the first weeks 

of the program and that in the later stages of the application process, 

requests to city officials for technical assistance went unheeded. 
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~tmilarly, in Chicago city officials interviewed by the associate 

claimed that city staff met with and assisted groups that reQuested 

technical aid. The associate for Chicago found, however, that the 

availability of this assistance was not widely publicized and that 

"some community organizations sought background information relevant 

to the community development program and experienced great difficulties 

and at best long delays in obtaining that information. 11 The associate 

added, "By releasing information only when they wanted to, local 

officials in Chicago hindered the citizen participation process." 

As a special means of obtaining citizens' views, twelve jurisdic­

tions administered Questionnaires. In Columbia, South Carolina, this 

turned out to be the principal means of obtaining citizens' reactions, 

since the scheduled public hearings were sparsely attended. In Houston, 

officials administered questionnaires at neighborhood meetings and 

used the responses, along with the minutes of the meetings, to determine 

citizens' views about program priorities. A similar procedure was used 

in Seattle. 

Seattle's use of questionnaires was the most extensive among the 

sample jurisdictions. _On October 30, 1974, city officials published an 

eight-page newspaper supplement, which explained the program, presented 

the recommendations of a CDBG task force, and included a questionnaire 

to obtain the preferences of citizens. From 213,000 copies circulated, 

1,450 responses were received. Four months later, after a draft 

application had been prepared, the city published a second supplement 

that included the draft and a second questionnaire to solicit citizen 
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responses to the draft. The city received 1,400 responses to this 

second questionnaire. 

The field research report was also designed to elicit information 

about informal consultation between officials and citizens or local 

organizations, a process found in twenty-two sample jurisdictions. 

This frequently was an important means of citizen participation, 

particularly useful in negotiating the resolution of controversial 

issues. In addition, for small jurisdictions such as Alma, Michigan, 

and Cleveland Heights, Ohio, much of the citizen participation occurred 

through informal consultations with citizen groups. The associate for 

Alma reported that "the city manager stressed the difficulty in a small 

town of turning citizens out to attend a formal meeting. Communication 

is more likely to take place in informal consultation. " Of Cleveland 

Heights, the associa"Ge reported that "while the CDBG staff was open to 

outside opinions, during the early stages of preparation of the applica­

tion, input into the plan summary and program was solicited indirectly. 

Members of the citizens' advisory committee met informally with neighbor­

hood groups and residents were encouraged to communicate with representa­

tives from their districts." 

In several other cases, among them Rochester, New York, San Jose, 

and Houston, city officials consulted extensively with existing groups 

from the model cities program to negotiate major changes in the activities 

of the model cities agencies. Rochester officials, for example, met with 

that city's model cities personnel to "arrange for an orderly phase down 

of the program." San Jose's city manager held several breakfast meetings 
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with model cities groups ln order, as the city manager put it, "to 

massage the transition away from model cities." In Houston, the 

mayor's consultations with officials of the model cities organization 

were aimed at assuring them of continued support for the model cities 

program, though at a lower level than previously, and to urge that less 

effective programs be cut back or terminated. 

* * ,. 
In sum, we found that in most sample jurisdictions, local governments 

took the citizen participation requirement seriously and made what must 

be considered substantial efforts to stimulate, and provide opportunities 
-, T 

for, citizen particlpation. We have next to deal with two further , 
questions concerning citlzen participation: To what extent did citizens 

actUally participate in the application process? And"who participated? 

LEVELS AND PATTERNS OF PARTICIPATION 

In order to gauge the extent of citizen participation, we' relied on 

the descriptions provided by associates of attendance and involvement by 

citizens in public hearings, meetings, and other related activities. In 

addition, we employed summary assessments from associates of the overall 

level of participation made after the second field research conference. 

For information about which organizations and citizens' interest groups 

particlpated in th~ program, we asked associates to identify local organi­

zations that participated in the application process and to indicate which 

ones were most active. 



Level of Citizen Participation 

An indication of the level of actual citizen participation in the 

sample jurisdictions ~s important in describing this aspect of the first-

year experience. Precise determination of the level of partlcipation is 

dlfficult because of the widely differing characteristics of jurisdictions 

and the different approaches they took in providing for citizen participation. 

For this study a determinatlon of the general level of citizen participation 

was made on the basis of the characterization provided by associates and 

evaluation of their descriptlons of attendance at publlC hearings and meetings 

and the use of ~uestionnaires and other less structured means of participa­

tlon. Jurisdictions were then grouped according to whether the overall lev~l 

" 
of citizen participation was lOW, moderate, or high. Table 11-5 presents 

the sample jurisdictl0ns grouped by level of citizen participation ln the 

applicatlon process. 

For twenty-two jurisdictions associates' reports indicated a high level 

of cltlzen particlpation. One of these jurisdictlons was Philadelphia, 

where in the first round of public hearings, 159 presentations were made. 

A few weeks later, at the second round of hearings, another 132 presentations 

were made. This much activity, the associate concluded, "was extremely high 

for Philadelphia and reflected a considerable staying power by participants. n 

A comparably high level of participatlon was noted in Chicago, where more 

than 240 presentations were made by citizens at the ten city-wide and area 

meetlngs held by the Clty. In Scottsdale, 150 people attended the city's 

public hearings, made a total of twenty-one oral presentations, and submitted 

ninety-two written recommendations. 

On the other hand, in sixteen jurisdictions participation was found to 



452

be low; few people attended or contributed to the deliberat10ns at public

hearings and meetings in these units. Typical of this group were Columbia,

South Carolina, where "just a handful of people showed up" for the city's

two public hearings, and Casa Grade, Arizona, where one official reported

that the average attendance at the public hearings was about three.

Table 11-5. Jurisdictions Grouped by Level of Participation*

Low

•Allegheny County, Pa
Alma, Mich.
Auburn, Me.
Bangor, Me.
Casa Grande, Ariz.
Cook County, Ill.
East Orange, N.J.
El MOnte; Calif.
Greece, N.Y.
Harris County, Tex.
Huntington Beach, Calif.
Lakewood, Colo.
Los Angeles County, Calif.
Orange County, Calif.
Pulaski County, Ill.
Roanoke Rapids, N.C.

Moderate

Charlottesville, Va.
Cleveland, O.
Cleveland Heights, 0
Columbia, S.C.
DeKalb County, Ga.
Durham, N.C.
East Lansing, Mich.
Florence, S. C.
King County, Wash.
Lansing, Mich.
Los Angeles, Calif.
Marlborough, Mass.
Mt. Vernon, N. Y.
Newark, N.J.
Phoenix, Ariz .
Pittsburgh, Pa.
Plainview, Tex.
Portland, Me.
Rochester, N. Y.
St. Louis County, MO.
Sioux City, Ia.
Sioux Falls, S.D.
Worcester, Mass.

High

Atlanta, Ga •
Boston, Mass.
Cambridge, Mass.
Carbondale, Ill.
Chicago, Ill.
Dade County, Fla.
Denver, Colo.
Evanston, Ill.
Houston, Tex.
Jacksonville, Fla.
Lubbock, Tex.
Miami, Fla.
Miami Beach, Fla.
Minneapolis, Minn.
New York, N.Y.
Philadelphia, Pa.
Raleigh, N.C.
St. Louis, Mo.
San Jose, Calif.
Santa Clara, Calif.
Scottsdale, Ariz.

. Seattle, Wash.

Source: Field research data.

* One jurisdiction, Hennepin County, sponsored no citizen participation at
the county level.
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The largest number of jurisdictions, twenty-three, were classified 

as having a moderate level of citizen participation. Typical of these 

jurisdictions is Durham, North Ca::olina, where many, although not all, 

of the public meetings on the CDEG prpgram were poorly attended. In 

Allegheny County, Pennsylvania, where participation was also classified 

as moderate, tUl'n-out was said to be fair; several presentations were 

'made at the public hearings, but most of the participants represented 

~ther local government agencies, rather than citizen groups. 

Wherever both pUblic hearings and meetings were held, meetings generally 

recelved greater attentlon. In Portland~ Malne) local interest and participa­

tion in that jurlsdiction I s seven neighborhood meetings prompted thls general 

observation on their relative importance by the associate, lilt is clear that 

the neighborhood meetings were viewed by those responsible for the preparation 

of the application as the central element of citizen participation. The two 

public hearlngs after the preparation of the tentative program permitted and 

resulted in only marginal changes in the composition of expendltures specified 

in the program--the application received final council approval on the same 

night as the last of the two public hearings." In most jurisdictions that held 

both hearlngs and meetings, the meetings preceded the public hearings; they were 
, 

well pUbliclzed in advance and held in various nelghborhoods or other sub-units of 

the jurisdlction. Thus, by the time the hearings were held, some citizens 

had already had thelr say to their satisfactl0n or had become dislllusl0ned 

by the limited role they would have in declsion-making. The associate for 

Chicago, for example, reported that "there was a great flurry of activity 

initially until participants began to see the application process as a 

no-win situation, just business as usual." In Carbondale, although the 



citlzens' advisory committee succeeded in stlmulating citizen partlcipatlon 

during the drafting process, by the time the final public hearing was held 

interest tapered off so that "nobody showed up." 
.' , 

In several jurisdictlons, associates attributed the low level of citizen 

participation to a lack of experience In involvement In public affairs or to 

a traditlon of noninvolvement. The associate for Orange County, California, 

said with respect to low-income, underdeveloped neighborhoods in the county 

that "although county officials made serious efforts to provide for citizen 

participation, very little participation was actually achieved. The residents 

of these nelghborhoods have not been specifically invlted to participate in 

county decisionmakingin the past and the mechanisms for participation 

in the eDBG program were in their infancy." Of Portland, Maine, the 

associate repor.ted that "historically, citizen participation in Portland 

government has been low. Voter turn-out' for municipal elections is small. 

Although city council meetings are broadcast over local radio, public 

participation at the meetings is limited to relatively few persons. The 

average citlzen--especially if he lives in an entirely residential neighbor­

hood--is not active in town affairs." A similar situation was described 

for Auburn, Maine, where the associate noted that "except for zoning 

matters, over the years citizens have not taken an active part in local 

decisionmaking." 

Most of the jurisdictions found to have high levels of citizen 

participation also had high levels of previous experience with federal 

community development programs. Table 11-6 shows that almost two-thirds 

of the jurisdictions with urban renewal and/or model cities programs had 

high levels of citizen participation under the eDBG program; about one-sixth 
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of the jurisdictions without these programs had high levels of citizen 

participation. When the same question is looked at in terms of type of 

jurisdiction, central cities emerge as the units with the highest level 

of participation, followed by suburban cities as shown in Table 11-7. 

Tables 11-6 and 11-7 are presented together for comparison. 

Who Participated? 

We noted earlier that unlike the urban renewal and model cities 

programs, which emphasized participation by residents of designated 

target areas (most of whom were persons of low income), ~he CDBG program 

provides no such emphasis. One important question we s,?ught to answer 

was whether, without a mandated focus on low or moderate-income indivi­

duals, these individuals continued to be the primary participants, or 

whether and to what extent other segments of local communities became 

participants .. This question about the breadth of citizen participation 

can be seen as related to the "spreading" issue discussed in Chapters 

7 - 9 on the uses and effects of CDBG funds. 

The issue of how broad-based citizen part~cipation should be was a 

major concern of local officials and citizens in a number of the sample 

jurisdictions. One of the criticisms most frequently made of earlier 

citizen participation programs was that they included mostly low-income 

persons. Some local officials saw the CDBG pr~gram as an 

opportunity to change this and t.o provide for community-wide participation. 

In this connection, an official in Dade County suggested that the county 

interpreted-citizen participation "as a vehicle for changing the struc­

ture of citizen participation away from the disciplined committee 

\ I 
,. 

,I / 



T~ble 11-6. Overall Level of Citizen Participation in Sample

Jurisdictions,* by Prior Program Experience

Level of participation

Prior program experience High Moderate Low

Model cities 2 1

Model cities and urban
renewal 15 6 3

Other folded-in programs 6 14 13

Source: Field research data.

* One jurisdiction, Hennepin County, Minnesota, with no previous
experience under folded-in programs, sponsored no citrzen partici­
pation programs and thus is not represented in this table. Data
on one jurisdiction, Sioux Falls, South Dakota, was not available
at the time this chapter was written.

\
\

:



T~ble 11-7. Overall Level of Citizen Participation in Sample

Units,* by Type of Jurisdiction

457

Type of jurisdiction

Central cities

Suburban cities

Non-metropolitan jurisdic­
tions

Urban counties

Source: Field research data.

Level of participation

High Moderate Low

16 11 2

5 1 6

1 5 4

1 :3 5

* One jurisdiction, Hennepin County, Minnesota, with no previous
experience under folded-;n programs, sponsored no citizen participa­
tion at the county level and thus is not included in this table.
Data on one jurisdiction Sioux Falls, South Dakota,was not available
at the time this chapter was written.
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structure associated with the model cities program to a free-form, town-

meeting approach, where all citizens- have' equal access." 'Similarly, the', 

associate for Scottsdale, 1).rizona, reported that in that city "staff 

felt that citizen involvement in earlier categorical programs was too 

localized and specialized and represented a poor model for the CDBG " 

program. The stated intent was to expand' participation across the 

eonnnunity . tf 

The same issue surfaced early among members of the citizens' 

advisory committee'in Cambridge; the following excerpt from the minutes 

of the committee's"November 26, 1974, meeting illustrates this point: 

Citizen participant A - I don't see many low and moderate­
income people here tonight. What kind of ongoing low and 
moderate-income input are we going to have? How are we 

,	 going to go back to the neighborhoods and tell them what 
kind of participation they will have? 

Citizen participant B - All this talk 'of citizen partici ­
pation disturbs me. In the law it doesn't say "low and 
moderate-income ,people," it says "citizen participation." 
As a long-time resident of Cambridge, I feel that the many 
agencies in the city don't represent me. MOdel cities 
doesn't represent my interests. Nobody represents my 
lnterests. And there are lot's of people whose' neighbor­
hoods are not represented. I'd like to see some way 1n 
which all nelghborhoods of Cambridge can say how the 
money is spent. 

A general pattern of broad-based citizen participation, especially 

compared to that which existed under the model cities and urban renewal 

programs, was found for most of the sample jurisdictions for the first 

year of the CDBG program. Several factors appear to have contributed 

to this change. One is that while previous community development funds 

were designated at the federal level for specific types of activities 

in specifically designated sections of the community, the CDBG program 
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was highly publicized as a source of funds to.be used at the discretion 

of the local general government. Local groups, therefore, felt free to 

compete for the funds for an assortment of projects and facilities 

ranging from a polo field in Scottsdale and a skating rink in Sioux Falls, 

to operating a women's center in Carbondale, a girls' club' in Marlborough, 

and a day care center in Raleigh. Other proposed uses included bike 

trails, swimming pools, senior, citizen centers and general-purpose 

recreation centers. Not all of these requests were granted; but their 

diversity reflects the extent to which the funds were viewed as money 

to be pursued for any purpose deemed worthy by someone. 

" In general, the approach to citizen participation ,adopted' by local 

officials served to bring new participants into the process. For example, 

Philadelphia's director of community development sent, lette~s to'360 

organizations inviting them to participate in the application process; 
" . 

in Pittsburgh, more than 600 community leaders and organizations were 

contacted by mail and urged to participate. In several other communities, 

as was noted earlier, radio and television announcements were used to 

inform the public and, stimulate involvement. The large numbers of "new" 

participants can be said, in part, to, represent the success of.local 

governments in mobilizing interest in the CDBG process. 

The composition of citizens' advisory committees provides one 

indication of the scope of participants in the application process. In 

almost all of the thirty-two jurisdictions with citizens' advisory com~ 

mittees, these bodies were structured to represent all segments of the 

community. In some cases, membership consisted of representatives 
, , 

selected from all of the planning or legislative districts within the 

jurisdlction. For example, in St. Louis the mayor established eighteen 

planning districts and selected two persons from most of them to serve 
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on the c~ty's cit1zens' advisory committee. In a few cases~ the commattees 

combined representatives from target areas with area-wide representatives; 

an example of this ~s DeKalb County, Georgia, where the nine-member 

committee consisted of one member from each of five target areas and 

four members of the county's community relations commission. In other 

cases, committee members were drawn from various community organizations. 

This was the case in Newark, where the associate reported that the committee 

consisted of "a wide spectrum of representatives from the Urban League, the 

NAACP, ethnic organizations, organizations of low-income groups, business 

and professional organizations,. and social-service agencies." 

In a few cases,..specific steps were taken to emphasize low-income gr.oup 

representation. In Minneapolis, for example, the associate reported that the 

selection of representatives was Hweighted in favor of low-income areas." 

In Carbondale, the city manager successfully argued against using the city's 

fifteen-year-old citizens' group for the CDBG program because it was "too 

much dominated by the upper and =ddle-class act~vists from the southwestern 

part of the c~ty, and he felt that target-area residents needed to be more 

dominant in the CDBG program since they are most d~rectly affected." The 

new committee, while still representative of all Carbondale, was heavily 

weighted toward the city's low-income neighborhoods. On the other hand, 

in a few cases citizens' advisory committees were weighted against low-income 

groups. In Auburn, Maine, :for example,members "were drawn heavily :from 

existing c~ty boards and commissions concerned with grant-in-aid programs. 

Most members had close ties with the business community; overall the social 

shape of the committee was middle to upper-middle class." 

In the sample, there were thirteen cases in which cltizen participation 

did not involve organized groups per se; In :forty-eight jurisdictlons, various 
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local groups and organizatl0ns were identified as participants. Table 11-8

lists the eight types of groups that were most frequently identified by

associates as participants in the CDBG application process. The table

reflects the wide variety of groups that were active in the first-year

application process. Following the table, we examine in some detail the

involvement of the four types of groups cited as the most active particlpants.

Table 11-8. Community Group Involvement in the CDBG Application Process for

the Forty-elght Sample Jurisdlctions wlth Participating Organizations

Participating groups

Neighborhood groups

Senl0r cltizen groups

Model ,cities groups

Minorlty organizatlons

Cine organizations

League of Women Voters

Housing groups£!

Religlous groups£!

Cases where active

36

32

22

21

15

12

11

6

Cases where among/
the most active~

30

12

15

3

2

4

5

o

Source: Fleld research data.

!!l In two jurisdictions no groups were described by associates as "among the
most active."

b/- In almost all cases, these groups are city-wide.
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Neighborhood Organizations. The type of organization ldentified most 

often as both active and among the most influential was neighborhood groups.
, , -< - ' 

They_ were clted in thirty-six jurisdictions as "involved" and-in thirty of 

these were ,classified as "among the most active" groups. _Available data 

do not permit precise characterization of thes~ gro~ps-but they prov~de 

some useful insights. These neighborhood organizations differed in several 

respects. Some were organized in pursuit of a single~ specific objective, 

others to achieve general, longer-range neighborhood improvement; and stil~ 

others were ethnic, and social organizations not primarily concerned w~th 

community development but WhlCh, nevertheless, sought to influence local 

priority-setting jlllder_ the CDBG program. 

Most of the neig~porhood organizatl0ns existed prior, to the CDBG program 

but-a number emerged in-response to it. Furthermore, while some represented 

old target-areas (those targeted for improvement under urban renew¥ and model - - ~ 

cities programs),_the majority were ~rom areas that ~ere not target areas prior 

to CDBG and represented a broad range of income groups. 
" 

_ The ,nelghborh,?od groups from these new areas are especially interesting 

because most are newcomers to the field of community, development. In general 

they were very successful in securing funds for their areas and appeared to 

have been invigorated by the citizenyarticipa~ionprocess under the CDBG 

program. The cases of Philadelphia, Carbondale, and St. Louis illustrate the 

variety, character, and effectiveness of these new-area"neighborhood 

organizations . 

. Philadelphla had one of the strongest representations of neighborhood 

groups in the application process, most of which were outside of pre-CDBG , " , -. .~ , 

target areas. The associate _reported that "the number and r,ange of n,eighbq:r;'j 
_ _ •• ~ .... ~.JUJ_ ,_<....... ~


hood and social-service groups at the public hearings was incredible-­-' -, . 
twenty-eight different neighborhood organizations ,representing almost every 
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major area of the city were represented." To an extent, this strong neigh­

borhood involvement is attributable to the traditional pattern of political 

practices in Philadelphia. It also reflects the influence of social programs 

initiated by the federal government in the 1960s, as well as a recent upsurge 

of interest in neighborhood conservation. These factors, the associate 

reported, "drew neighborhood groups from allover the city into one hall 

for the first time to flex ~heir muscles, bargain for their slice of the 

federal pie, caucus, coalesce, battle, plan, lobby, and all the-other acts 

befitting nascent political actors in a democratic republic." 

In Carbondale, neighborhood organizations from four 'luadrants of the 

city, including the former urban renewal and model cities target area and 

the student community, were actlve participants in the application process. 

The associate for Carbondale reported that one group, the Northwest Homeowners 

Association representing a low and moderate-income neighborhood, had recently 

organized to secure improvements for'their area but were concerned that federal 

funds had dried up just as their efforts were getting underway. CDBG pro­

vided a s,?urce of funding for which they could compete. Largely as a result 

of their efforts in the application process, "a good deal of CDBG money has 

now been devoted to their neighborhood with more to come." The associate 

concluded that "this organizatlon has been the big, new winner in the CDBG 

competition." 

In St. LoUlS, moderate and middle-income neighborhood groups from new areas 

were active, but generally less successful than in Philadelphia and Carbondale. 

The associate reported that several of these groups came into existence in 

response to the general revenue sharing program and are now actively pursuing 

CDBG funds. Because most CDBG funds were earmarked for projects and activities 

already underway,' they received a relatlvely small part of the total grant. 

However, their efforts contributed to the spreading of CDBG funds outside of 
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the old target areas and won the mayor's pronase of a larger share of 

future funds. 

In sum, 2n these and other jurisdictions (notably Los Angeles County, 

Rochester, Raleigh, DurhaJll, and Dade County), neighborhood organizations, 

outside of pre-CDBG target areas appear to have contributed to the spreading 

effect reported in Chapters 7 and 8. 

Senior Citizens. Senior citizens t organizations were the second most 

frequently mentioned actors in the applicatl0n process; they were identified 

as among the most active groups in twelve jurisdictions. Those twelve 

are: Scottsdale, Arizona; Runtington Beach and Orange County, California; 

Lakewood, Colorado; Dade County and Miami Beach, Florida; Pulaski County, 

Illinois; \Vorcester, Nassachusetts; St. Louis County, Missouri; Allegheny 

County, Pennsylvania; and Lubbock, Texas. 

In a few cases senior citizens appeared at hearings individually 

to urge the funding of facilities for the elderly; but in most cases, 

they participated through senior citizens' organizations. In Allegheny 

County, Pennsylvania, they were identified as one of the most effective 

community-wide organizations; "senior citizens were presen~ at all the 

public hearings and pressed their claim for increased services. ll In 

Huntington Beach, California, the council on aging was one of only two 

organ~zed groups to offer proposals for that city's application. Not 

surprisingly the juri.sdiction in which senior citizens appeared to have 

been most actively involved in the application process is Miami Beach. 

Capsule 11-4 describes its citizen participation process. 

Model Cities Groups as Participants. The extent to which groups 

associated with model cities programs participated in the application 

process is an interesting and complex question. Model cities groups 

were active in all but one of the twenty-seven jurisdictions with model 
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cities programs, and in fifteen jurisdictions ther were ldentified as

being among the most active group participants. For twenty-six groups in

this category, however, the level of involvement by model cities' agencies

and organizations was found to have declined from its pre-CDBG level.

Capsule 11-4. Miami Beach, Florida

Population: 87,072
Suburban city~ith formula entitlement
Grant amount: $564,000

Miami Beach lies within Dade County and its citizen participation process
was substantially influenced by the county's application process. Under the
county's citizen participation procedure, a representative was elected from
each of eighteen target areas. The target-area representative from Miami
Beach was also a member of the Miami Beach city council and a strong advocate
of senior citlzens' interests. He led the large number of senior citizens
in the southern part of the city into a major, successful lobbying effort,
prompting the associate for this jurisdiction to conclude that "senior
citizens all but dictated to the city council the contents of the first-year
appllcation."

Miami Beach provided for two public hearings as the means of citizen
participation in the application process and the senior citizens dominated
both. These senior citizens had worked together in one target area in the
county's citizen participation process and therefore were able to participate
more effectively in the city's application process. Although senior citizens'
factions in the South }hami Beach area differed over some specific goals, the
associate reported that they all "supported two activities for the first-year
CDro program--housing and some form of health and service facllity in the
South Miami Beach area."

The city sought to address senior cltizens' housing demands by proposing
a congregate housing facility. Senior citizens opposed this and demanded
instead that new noncongregate housing construction be undertaken. It
eventually became clear to the advocates for the senior citizens that housing
construction could not be undertaken with CDBG funds and so, "the entire
thrust of the first-year draft application was changed--the $450,000 earmarked
for congregate living facility was shifted to housing rehabilitation to benefit
senior citizens."
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An exception to this general rule occurred in Denver, where the 

CDBG program resulted in a shift of responsibility for community develop­

ment activities from the local model cities and urban renewal organizations 

to the mayor's office. Nevertheless, the model cities personnel remained 

in charge of preparing the application. The city's executive director of 

urban resources, the former director of the model cities program, super­

vised preparation of the application. A twenty-seven member mayor's 

advisory council on which model cities residents were well represented 

provided policy advice, and the existing model cities staff supplemented 

by personnel from the bUdget, public works and planning departments pro­

vided technical support in preparing the application. The associate 

noted that "while one would have expected specialists in model cities and 

urban renewal to have lost influence under CDBG, it must be remembered 

that structurally the entire CDBG application process followed the pattern 

of these programs. In sum, the manner in which the application process 

was structured led to a transfer of model cities and urban renewal officials 

into the general government with new titles and new guidelines with only 

minor changes in roles or influence." 

It will be recalled that the model cities program required the forma­

tion of neighborhood citizens' organizations to have an advisory role in 

decisionmaking about model cities program activities. Members of this 

advisory body were elected from the model neighborhood itself and often 

received $10 in lieu of expenses to attend meetings. Although the strength 

of these organizations varied greatly, in most cases they were very influ­
, 

ential in shaping program activities. In several jurisdictions, these 



467 

a,dvisory bodieS' re)l)ained in eXlstence at the time of the CDBG application 

process, but they were not required to playa role in the program, and 

along with the model cities staff they generally participated on the 

same basiS' as other local organizations. 

Model cities groups not only lost their legally mandated role in 

decisionmaking for community development; most of these groups now had 

to participate in a S'ituation in which they were forced to compete with 

many new groups for a share of program expenditures. In fifteen juris­

dictionS', their exiS'tence as' organized groups and their experience per­

mitted them to playa prominent part in the citizen participation process. 

NeverthelesS', in most caseS' associates reported that model cities groups 

were unhappy about their role under the CDBG program; in six cases their 

level of involvement waS' said to have been very llmited. They are: Worcester, 

Massachusetts; Rochester and Mt. Vernon, New York; Newark, New Jersey; 

Lansing, Michigan; and Minneapolis, Minnesota. 

The citizen participation process in Cleveland illustrates this 

situation of decreased influence for model cities groups. (See also Capsule 

11-2.) The block grant program in Cleveland resulted in an overall 

increas-e of citizen involvement but not for model cities groups. "Model 

cities representatives seemed frustrated by the citizen participation 

mechanism. The model cities citizen participation organization had an 

annual budget of $1.1 million, a large staff, and a history of assertive­

ness. It expected the CDBG program to function in the same way with an 

autonomous, funded citizen participation mechanism. The Cleveland city 

adminiS'tration and the community development department, on the other 
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hand, had no intention, they said, of continuing the model cities approach 

to citizen participation." Spokesmen for the model cities organization 

criticized the citizen participation plan adopted by the city as "illegal" 

and "a sham"; they attempted to create an alternative structure and finally 

threatened a lawsuit over the issue, all to no avail. 

In Boston, the experience was similar for model cities groups in the 

citizen participation process. The city, through its eighteen "little 

city halls," provided opportunities for all of its neighborhoods to recom­

mend priority projects for its CDBG program. At the same time, it was 

made clear that the participation process was advisory only. The associate 

reported that "in neighborhoods with extensive urban renewal or model 

cities experience, the citizen groups were accustomed to participating 

in allocation decisions in more than an advisory role. Although they 

took the process seriously (since it was the only game in town), they 

were very cynical about the impact their priorities were likely to have 

on the final program. Citizens in neighborhoods less accustomed to receiv­

ing federal funds accepted the process for what it was--a mechanism for 

advising the mayor." 

In seven jurisdictions, model cities groups were reported to have 

been involved in the citizen participation process only to a limited 

extent, because they were assured at the outset that the program would 

continue to.be funded at a satisfactory level. The associate for Pitts­

burgh, for instanc~, reported that "model cities organizations were only 

moderately active in the citizen participation process, a factor attrib­

utable to the preliminary draft, which indicated the city administration's 
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intent to continue several successful programs developed by the model 

cities agency. This eliminated the fear that the model cities area was 

being bypassed or short-changed by the CDBG program." Similarly, the 

model cities organization in Allegheny County was not very active in the 

county-wide hearings on the CDBG application, largely because of an 

"early understanding that the proposed county CDBG program would ensure 

continuation of its programs through the first program year." 

On the other hand, model cities organizations were very active 

in the citizen participation process in certain jurisdictions out of 

a'desire to ensure their own survival. Dade County provides an example 

of this situation. The associate for that jurisdiction reported that 

"the increased citizen access provided by the CDBG program put the model 

cities groups on the defensive." As a result, they were "extremely 

active on several fronts." One Dade County official is quoted as stating 

that "model cities groups were protecting their tails, so their involve­

ment was intense and directed toward maintaining existing programs." 

In addition to their separate involvement in the citizen participa­

tion process, many model cities organizations worked through 

citizens' advisory committees. Furthermore, some organizations for 

housing and minority interests, as well as neighborhood groups,. repre­

sented the same geographic areas as did model cities groups and articu­

lated the same interests in the new CDBG application process. For this
-" 

reason, the degree of involvement by model cities neighborhoods in the 

CDBG application process in some cases was actually greater than is 

reflected in estimates of the activities of model cities organizations 
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alone. On the other side, many model cities communities lost more than 

their influence on development activities as a result of these changed 

citizen participation,procedures, they also lost an important community 

organization. One such example is Carbondale's "Northeast Congress" 

which according to the associate has been "the big loser" under the 

CDBG approach. "The congress had been funded and had a full-time staff 

provided by the model cities program. This was eliminated under CDBG." 

Similarly, the associate for San Jose reported that, with just one 

exception, model cities,o~ganizations there stopped meeting when the 

model cities program was folded into the block grant program. 

Participation by Minorities. A fourth segment of the local popula­

tion that was fre9-uently involved as participants in the application 

process is minorities (Table 11-8). In addition to the broad requirement 

for citizen participation, the Housing and Community Development Act of 

1974 explicitly mandated the inclusion of minority groups in all phases 

of the CDBG program. The regulations for the program state in this 

regard that in identifying local community development needs, "the appli­

cant shall take into consideration any special needs found to exist in 

any identifiable group of lower income persons in the community." They 

specifically cite "Blacks, Indians, and Spanish-surnamed citizens." 

Furthermore, in administe~ing the program or carrying out any activities 

using CDBG funds." local_governments are required to "take affirmative 

action to overcome the effects of conditions which would otherwise result 

in limiting participation by persons of a particular race, color, national 

origin or sex. lI 
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Minorities made up more than 2 percent cif the populace in forty­

eight of the sixty-two jurisdictions: 7./ For the'se forty-eight juris­

dictions, we examine the steps taken by local governments 

to provide for minority participation and the extent to which minorities 

were active in the application process. 

In describing minority participation, we focus on those 'gI'oups that 

identified themselves as minority groups. However, this encompasses 

only part of the picture of overall minority involvement in the first-

year application process. While a significant numberDof minority citizens 

worked through organizations established specifica1ly- f to represent certain" 

racial or ethnic groups, a large portion of minorfty'participation also 

occurred through generally representative neighborhood, housirig, religious, 

and model cities organizations. This is especially important in jurisdic­

tions with lIlode1 cities programs, because with only a few exceptions 

model neighborhoods contained high concentrations of minority-group 

members. 

In the forty-eight jurisdictions with more than 2 percent minority 

populations, most local governments took one or both of two broad approaches 

to the inclusion of minorities in citizen participation:' (1) they appointed , , 

minority individuals to citizens' advisory committees, or extended invita­

tions to existing minority organizations to pariJicipate or send representa­

tives to participate on such committees; and/or (2) they carried out 

promotional activities directed at minority groups, scheduling meetings 

specifically aimed at obtaining minority Views or taking steps to overcome 



language barriers. Table 11-9 summarizes the data for these forty-eight 

sample jurisdictions according to which of these approaches were taken. 



Table 11-9. Participation by Minor1ties in FortY-eight Sample Jurisd1ctions with

Over Two Percent Minority Population

Jurisdictions w1th citizen
advisory committees (Total: 24)

Jurisdict10ns without citizen
adv1sory cOmm1ttees (Total: 24)

App01nted to
c1tizens' advisory comm1ttees (6)

Casa Grande, Ariz.
Cleveland Heights, O.
Plainview, Tex.
Rale1gh, N.C.
Roanoke Rapids, N.C.
Newark, N.J.

Source: Field research data.

Appointment to citizens'
advisory committees and
promot10nal act1vit1es

(18)

Cambridge, Mass.
Carbondale, Ill.
Charlottesville, Va.
Cleveland, O.
Dade County, Fla.
Denver, Colo.
Durham, N.C.
El Monte, Calif.
Florence, S.C.
Houston, Tex.
Jacksonv11le, Fla.
Los Angeles, Ca11f.
LUbbock, Tex.
Minneapolis, M1nn.
St. Louis, Mo • .
St. Lou1s County, Mo.
San Jose, Ca11f.
Santa Clara, Calif.

Promot10nal act1v1t1es
only (14)

Boston, Mass.
Chicago, Ill.
East Orange, N.J.
Evanston, Ill.
Harris County, Tex.
Lansing, M1ch.
Los Angeles County,

Calif.
Miami, Fla.
Orange County, Calif.
Ph1ladelphia, Pa.
Phoenix, Ariz.
Pittsburgh, Pa.
Rochester, N.Y.
Worcester, Mass.

No steps taken (10)

Allegheny County, Pa.
Atlanta, Ga.
Columbia, S.C.
Cook County, Ill.
DeKalb County, Ga.
East Lans1ng, Mich.
K1ng County, Wash.'
Mt. Vernon, N.Y.
New York, N.Y.
Pulaski County, Ill.
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Our research also examined the level of minority representation 

on citlzens' advisory committees~ which~ as it turned out, varied widely. 

Minority representation ranged from a low of 10 percent of the citizens' 

advisory commit~ee membership in St. Louis County to 89 percent 

in Dade County. Although the total illlnority population appears to have 

been related to the level of minority representation, this was not always 

the case. In Dade County, for example, the eighteen-member committee 

included twelve Blacks and four Spanish-surnamed citizens, while the 

county's minority population is 24 percent of the total. Denver's twenty­

seven-member committee included five Blacks and six Spanish-surnamed 

members; Carbondale's, with thirty-one members, included seven Blacks. 

The associate for Raleigh reported that on that city's cltizens' advisory 

committee "several of the more active committee members were Blacks 

representing essentially Black communities. 1t On the other hand, in 

Charlottesville, Virginia, city officials lnitially appointed thirteen 

persons (all of them white) to the citizens' advisory committee. Later, 

In response to critlclsm about the absence of Blacks, four Blacks were 

added to the committee. Table 11-10 presents the field data on the 

minority membership of citizens' advisory committees. Of the thirty 

jurisdi~tions using citizens' advlsory cOmilllttees, twenty-five had minority 

populations greater than 2 percent. 



Table 11-10. Minority Representat~on in C~tizenst Advisory Committees§/ for Twenty-seven Sample

Jurisd~ctions, Listed Alphabet~cally

Percentage of local"popula-
t~on that are minorit~es Number and percentage of minority

persons on c~tizen advisory committee
Percent

Perce157 Spanish-
bl

Members on Spanish-
Jurisdiction Black:'" surnamed- comm~ttee Black (Percent) surnamed (Percent)

Cambridge, Mass. 6 2 2.1 2.1 2.1 2.1 2.1
Carbondale, Ill. 13 31 7 (22.6)

Casa Grande, Ariz. 2 31 14 2 (14.3) 1 (07.1)

Charlottesv~lle, Va. 15 17 4 (23.5) ·..
Cleveland, O. 39 2 14 6 (42.9) ...
Cleveland Heights, O. 12 1 10 2 (20.0) ·..
Dade County, Fla. 15 24 18 12 (66.7) 4 (22.2)

DeKalb County, Ga. 14 ... 13 7 (53.8) ·..
Denver, Colo. 9 27 27 5 (18.5) 6 (22.2)

Durham, N.C. 39 1 15 9 (60.0)

El Monte, Calif. 25 25 • •• ...
Florence, S.C. 39 25 !.: (16.0) ·.. ~...,

\J1

Houston, Tex. 26 17 26 10 (38.5) 6 (23.1)

Jacksonville, Fla. 22 1 27 7 (25.9) ...



Table 11-10. (continued)

Percentage of local pop.ula-
I

Number anfr pernentage of minority
tion that are m"norlties

Percent
persons on citlzen advisory committee

Percent Spanish- Members on Spanish-
Jurisd"ction BlackE! surnamed committee Black (Percent) surnamed (Percent)

Los Angeles, Cal"f. 17 25 150 §j §j §j §j

LUbbock, Tex. 9 16 14 1 (07.1) 3 (21.4)

Minneapolis, Minn. 7 47 10 (21.3)

Mount Vernon, N.Y. 36 ... 12 3 (25.0)

Newark, N.J. 54 11 27 §j §j §j §j

Phoenix, Ariz. 5 14 17 3 (17.6) 2 (11.8)

Pla~nview, T,ex.~ 7 18 33 5 (15.2) 4 (12.1)
11 1 (09.1 )

Rale~gh, N.C. 22 1 18 4 (22.2)

Roanoke Rapids, N.C. 10 8 2 (25.0)

St. Louis, Mo. 41 1 39 17 (43.6)

St. Louis County, Mo. 5 ... 20 2 (10.0)

San Jose, Calif. 3 22 12 1 (08.3) 5 (41. 7)

Santa Clara, Calif. 11 18 7 2 (28.6)

Source: Field research data.

a/ Data were not available for American Indian population.
hi Figures based on latest available census data.
;/ The Cambridge c~t~zens' advisory committee membership fluctuated,
§} Data were not available at the time this chapter was wr~tten.

~/ Plalnvlew, Texas, had two c~tizens' advisory COmllilttees.

it was not possible to tabulate these data.



In thirty-t~ee jurlsdlctions, includlng the nineteen wlth 

minorities represented on the citizens' advisory committee, local 

governments took promotional or other steps to secure minority 

participatlon in the application process. These activities ranged 

from advertisements in special audience newspapers to convening meetings 

In illlnority nelghborhoods to sollcit recommendations. In Lubbock, 

Texas, local officials placed advertisements explaining the CDBG program 

in a Black and a Chlcano newspaper in addltion to the Clty'S major 

daily newspaper. These advertisements included 'luestionnaires to be 

returned by mail. In Dade County, the assoclate reported that the citizen 

participation procedure was organized to "guarantee minorities an oppor­

tunity to partlclpate •.• the ethnic make-up of the target areas 

ensured the inclusion of minorities. In fact, requirements that 

restricted votlng to only those citlzens vho live or work in the' 
, 

target area, in effect, guaranteed minorities a voice in determining 

target~a~ea prioritles regardless of the number present at any given 

meeting." 

In Evanston, city officials noted the absence of minorities as 

partlcipants In the application process and solicited a proposal ,from, 

a communlty leader in the city's predoilllnantly Black neighborhood. In 

addltion, the Evanston associate reported these offlclals ,"held a 

meeting in a community center in that neighborhood. The chairman of 

the commurnty development committee, another committee member, and a 

city planner went there to explain the program. Onl~ ten people 

attended the meeting and no proposals were submitted as a result of the 

meeting. n In a few cases, notably Chicago, Orange County, California, 



and Rochester, local officials prov~ded Span~sh-speaking staff to work 

with His~anic-American communitles to ensure their participation. 

Several of the ten jurisd~ctions with more than 2 percent minority 

populat~ons that did not take specif~c steps to include minority 

part~cipation had relat~vely small minor~ty populations and limited 

prior experJ.ence with federal community development programs. Four were 

urban counties. In two Jur~sdlctlons, however, Atlanta and Cleveland, 

the minority population is large--over 35 percent of the total 

populat~on. In these two cit~es minor~ty groups have a history of 

actlve involvement in local government and especlally in community 

development activitles. Thus, local of~lcials did not consider it 

necessary to take measures to ensure rnanority partlcipatlon. The 

associate for Atlanta reported that "city officials did not consider 

it necessary to take speclal steps to ensure IDlnorlty partlcipation. 

The department charged with respons~bil~ty for the program is 

largely run by Blacks anyway." Similarly, the assoc~ate for Cleveland 

reported that the c~ty "did not take any spec~fic steps to include 

minor~ty persons in the preparation of the application. Their 

assumptions were: (1) that Blacks were already ~ncluded on the var~ous 

groups and agencies In the 'Local-Share Task Force' (the citizens' 

advisory comm~ttee), and (2) that Black community groups were well 

organlZed and would respond dur~ng the pUblic hearings." In Cleveland 

organized minority-group participation emerged only after the city's 

controversial declsion to use CDBG funds to finance a pollee foot­

patrol program. 
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There were twenty-one jur~sdictions in which minority organizations 

were ldentlfied as actlve partlclpants (see Table 11-8); In several 

of these, two or more mlnority organizatlons were actlve. In Phoenix, 

for example, the Urban League, Chicanos por la Causa, and a local 

group representing American Indlans were all lnvolved In the applicatlon 

process; in Rochester, the Urban League and Iberlo-Amerlcan and Puerto 

Rican communlty organlzatlons all submitted CDBG proposals. 

We were not able to classlfy the level of actual Jlllnority 

participation in all the jurlsdictions where minorlties 'V1ere identified 

as actlve. The data suggest that the level varied widely among 

jurisdictions but, on the whole, was low. As Table 11-8 shows, there 

were only three jurisdictions (PlainView, Lubbock, and Santa Clara) ln 

which minority organizatlons were among the most active groups. The 

associate for Plainview reported that LULAC (League of Unlted Latin 

Amerlcan Cltlzens), a Chlcano organlzatlon, was "the most active 

lnterest group ln the city" although the overall level of group 

actlvity was l@w. In Lubbock, although the local chapter 

of the NAACP was not especially actlve, the associate reported that 

"there was an apparent burst of cltizen interest, espec1.ally in minority 

group areas. Catholic Church and Black offlcials in partlcular 

encouraged Chicanos and Blacks to attend the sector meetlngs. Indeed, 

citizen particlpation in minority communlties was much greater than 

anticipated and exceeded the rate in other sectors of the city." The 

associate for Santa Clara reported that the "G. 1. Forum," a Mexican­

American group, 1lwas as active as any group 10 the city ll and managed 

to secure the appointment of a Mexican-Amerlcan as a planner to help 
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manage the application process and to offer proposals for the use of 

CDBG funds. 

In the remaiulug elghteen jurisdictions, minorlty organizatlons 

were involved but were not very proIllJ.nent. It may be that :tn many of 

these jurlsdictions minorities made their views sufficlently clear 

through local organizatlons and through minority public officlals. 

Nevertheless, the picture presented by the associate for Evanston of 

that Clty'S minority community could well have been true for other 

jurisdictions as well; 

There was very little particlpation by groups representlng 
the lover-income Black nelghborhood, which perhaps needed 
the resources more than any other area of the city. 
Evanston's Black community has traditionally had limited 
participation in the operation of Clty government, except 
through their alderman. The alderman was not very active 
on the CDBG program, except for proposing one proJect, 
acquisition of a piece of property in the Church-Dodge 
area. Evanston's Blacks continued to be lnactlve in the 
CDBG program, owing to a comblnation of factors. Flrst, 
there has long been a skeptlcism among Black community 
residents about city hall and its willingness to be 
responsive. Second, the Black community in Evanston is 
not as well organized as are some other nelghborhoods. 
Black community residents are not politlcally experienced, 
and they depended on their alderman to represent them in 
the CDBG process; thelr representative did not come 
forward with concrete programs In the COmmunlty development 
committee meetlngs or the public hearings. The net result 
was that the Black .community participated only to a limited 
extent in the development of the block grant application. 

THE IMPACT OF CITIZEN PARTICIPATION 

The data and analysis presented up to this point show that most 

local governments went well beyond the minimum legal requirements in 

encouraging and providing for citlzen particlpation. The data also 
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indicate that the level of C1.tlZen partic1.pation 1[aS substantial 1.n 

most sample jurisdictions. The final questions to be posed are 

whether, and in what way, cit1.zen participation influenced the 

decis1.ons and policies reflected in appl1.cations for CDBG funds. In 

short, we want to know: Did all that participation make a difference? 

Assessmen" of the impact of c1.tizen part1.cipat1.on is very difficult 

because of the many factors WhlCh ordinarily enter into governmental 

dec1.sionmaking. In the first-year CDBG appl1.cation process; citizens 

made their Vlews known in various ways--some of them formal and 

public and thus available for eXam1.nation by researchers, but others 

in an informal setting, making it imposs1.ble to identify or evaluate 

citizens t impact on decisionmaklng. Moreover, what occurs III the 

citizen participation process is not a simple,one-"~y transmissl0n of 

ideas from citizens to the appropriate officials, what happens is a 

much more complex interactlon 1.ll which local offlclals can J.n many ways 

shape the k1.nds of demands made by citizens. 

With these p01.nts in view, we tr1.ed to ascertain how and to what 

extent citizen part1.cipation 1.nfluenced the preparat1.on of CDBG 

applications. In addition~ we examined the impact of specific maJor 

participating organizations~ To deal with the f1.rst 1.ssue, we rel1.ed 

on summary assessments by the associates made after the second research 

conference. This involved asking associates after they had completed 

their reports on the first-year application process whether the follow1.ng 

statement applied: "Citizen participation was influential in terms 

of the final outcomes conta1ned in the CDBG applications." The 

associates were instructed to rank their responses accord1.ng to whether 
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the statement applied in their jurisdictions without qualification, 

whether it applied to a lillllted extent, or whether it did not apply. In­

Table ll-ll the sample jur~sdictions are grouped according to the 

associates' responses to this question. The table shows that in eighteen 

jurisdictions citizen participation was judged not -to have been 

influent~al, and in twenty-six jur~sdictions it was judged to be 

influential to a limited extent. In eigh!,een jurisdictions-­

less than one-third--associates rated citizen partic~pation as 

influent~al. 

-, 



Table 11-11. Assoc1ates' Responses to the Statement, "C1tizen Partic1pation Was Influential in Terms of the

Final Outcomes Conta1ned 1n the CDBG App11cat10n," L1sted Alphabetically by Jurisd1ction

App11es

Atlanta, Ga.
Dade County, Fla.
DeKalb Oounty, Ga.
Denver, 0010
Evanston, Ill.
Huntington Beach, Calif.
Jacksonville, Fla.
K1ng County, Wash.
Los Angeles County, Ca11f.
M1ami, Fla.
M1ami Beach, Fla.
M1nneapo11s, M1nn.
Portland, Me.
Rochester, N.Y.
Scottsdale, Ariz.
Seattle, Wash.
S10UX C1ty, Ia.
S10UX Falls, S.D.

Source: F1eld research data.

Applies to a lim1ted extent

Allegheny County, Pa.
Auburn, Me.
Bangor, Me.
Carbondale, Ill.
Charlottesv111e, Va.
Chicago, Ill.
Cleveland, O.
Cleveland He1ghts, O.
Durham, N.C.
East Lans1ng, M1ch.
East Orange, N.J.
El Monte, Ca11f.
Florence, S.C.
Houston, Tex.
Lansing, M1ch.
Los Angeles, Ca11f.
Lubbock, Tex.
Marlborough, Mass.
Orange County, Calif.
Ph11adelphia, Pa.
Phoenix, Ar~z.

P1ttsburgh, Pa.
Raleigh, N.C.
St. Lou1s, Mo.
St. Lou1s County, Mo.
Worcester, Mass.

Does not apply

Alma, Mich.
Boston, Mass.
Cambr1dge, Mass.
Casa Grande, Ariz.
Columb1a, S.C.
Cook County, Ill.
Greece, N.Y.
Harris County, Tex.
Hennep1n County, Minn.
Lakewood, Colo.
Mt. Vernon, N.Y.
Newark, N.J.
New York, N.Y.
PlaJ.nv1.ew, Tex.
Pulaski County, Ill.
Roanoke Rap1ds, N.C.
San Jose, Calif.
Santa Clara, Calif.
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For a closer look at the influence of c~tizen participation in

the appl~cation process, the research focused on the e~ght major

partic~pating groups ident~fied earlier in Table 11-8. According to

the field associates' evaluations, the ranklng of these groups

according to the extent of their influence on the CDBG applications

~n the sample jurisdictions breaks down as follows:

Organizations
or groups

Neighborhood groups

Senior citizens' groups

Model cities groups

Rousing groups

League of Women Voters

Civic organizations

Area-wide/city-wide minority
organizations

ReJigious groups

Number of jurisdictions where
rated fl among the most influentialll

28

20

11

5

2

2

Three groups stand out by a signiflCant margin as most ~nfluent~al--

neighborhood groups, senior citizens, and model cities organizatlons.

The case of senior citizens is particularly interesting in that they

were identif~ed as among the most ~nfluential in twenty jurisdictions

although they were among the most act~ve ln only twelve of these

jurisdictions.

It is also worth noting that while city-wide/area-wide minority

organizations ranked fourth among the most active groups (Table 11-6),

with an t"active participation IT rating l.n twenty-one JlU'isdictions, in
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no jurisdictions were the~ judged to be among the most influential. 

The manner in which citlzen participation was influential in the 

application process differed greatly among jurisdictlons. In some 

cases (such as Minneapolis, described in Capsule 11-3), citlzens played 

the dominant role in preparlng the appllcation, and local officials 

accepted their deci.sions with relat1.vely m1.nor modifications. In 

others, such as Miami Beach (described in Capsule 11-4), Ralelgh, and 

Pittsburgh, citizen partlcipatlon produced major changes in the program 

choices initially made by local offlclals. In Ralelgh, the associate 

reported, (tCitizen participation was effective in two areas: 

(ll setting the basic planning process on a course focused on housing 

and nelghborhood renewal lnstead of water and sewer programs, urban 

clearance and redevelopment, or other publlC works activities; and 

(2l promoting the lnclusion of certain social serVlce activlties in 

the plan." The associate for Pittsburgh reported in thlS connection 

that "citizen participation had the effect of forcing community 

development planning officials back to the drawing board, the net 

result being the ellmination of several programs and the substitution 

of others. It 

In the majority of jurisdictions where citizen participation was , 
judged to be influential to a limited extent, what was often involved 

was persuading local officials to make relatively small changes in the 

draft application. An example of this is Scottsdale, where the 

associate reported, "It appears from the results of the applicatlon 

process that it was politically and economically feasible to reward 

many of the groups that were represented, but the rewards were often 
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small. For ins.tance, the item most f're'luently mentioned at the 

hearings was bike paths, and advocates f'or this cause received $25,000 

f'or their ef'f'orts. This ~ndicates that the limited inf'luence of' 

citizen participation was conf'ined to peripheral areas of' the program 

and did not extend to its overall direction." 

In a number~'_0f jurlsdictions, local governments restricted the 

ef'f'ectiveness of' citizen part~cipation by earmarking the bulk of' the 

anticipated f'unds ahead of' time and leav~ng only a small port~on open 

for citizen influence. In Cleveland, for example, the citizens t 

advisory committee was given respons~bility to advise on the use of' 

the 20 percent of'. the grant amount set aside f'o:r: social services; as 

was noted 10 Capsule 11-2, citlzens were unsuccessfUl lD thelr 

opposition to use CDBG f'unds to pay f'or police crime patrols. A 

comparable situation existed in Auburn, Maine, where the city provided 

f'or a citizens' advisory committee but then decided that virtually 

all of' Auburn's CDBG f'unds should be used to complete urban renewal 

projects already underway or planned. 

What appears to have been the most f'ar-reaching ef'f'ect of' having 

part~cipation on a commun~ty-wide basis under CDBG ~s that it has 

transf'ormed community development planning into a more competitive 

" process. In a few jurisdictions, this produced a communitY-Wlde 

consensus in favor of a concentrated development effort in geographic 

or program areas of greatest need. More often, however, it reinforced 

the strong tendency observed under CDBG to spread f'unds across a large 

number of areas or types of activities. To some extent, this outcome 

appears to have been a result of' the high. level of' activity and inf'luence 
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by neighborhood organizations, most of which were competing for a 

share of the community development pie for thelr neighborhoods. 

Overwhelmingly, where we found nelghborhoods participating, we found 

several or more competing. 

One of the origlnal aims of the CDBG leglslation was to glve 

local governments freedom to identlfy the community development needs 

of their own jurisdictions and to respond to these needs as they saw 

fit (}lithin the boundarles of the "national objectives" and' "permisslble 

uses"). It is clear from our data that cltlzen participation has been 

one way for local officials to identlfy some of these needs. It is also 

clear that, in responding to the varied demands of citizens, local 

officlals (especially elected officials) gained increased prominence 

and this, in turn, led to an overall increase In the level of' citizen 

lnterest and lnvolvement ln local affalrs. At the same time, the 

first-year experience suggests that extensive citizen participation 

may work at cross purposes with the objective of broader, more 

comprehensive planning for communlty development. A general pattern that 

emerges is that the greater the number of citizens or groups participating, 

the more varied their demands and the more fragmented the effort 

necessary to satisfy these demands. An analytical look at thlS 

pattern is in order. 

For jurisdiction~ in which citizen participation was regarded 

as influential either to a considerable or at least to a limited extent, 

we trled to identify some of the contributory factors. Toward thlS 

end, associates were asked to identify for their jurisdictions which 
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of the following factors explaJJled or contributed to the influence 

of citizen participation under the CDBG program: (1) citizens have a 

history of active participation in local affairs; (2 ) local govern­

ments made a major effort to encourage citizen partlcipation under the 

CDBG program; and/or (3) local officlals did not want to assume full 

political responsibility for community development decisions under the 

program. 

Of the forty-five cases in WhlCh associates found citizen 

participation to have been influential (Table 11-11, flrst and second 

columns), the associates for thirty-two jurisdictlons identified the 

efforts of local governments (item 2 above) as a significant factor 

contributing to influential citlzen particlpation. Associates in 

seventeen jurisdictions attributed the influence of cltizen 

participation to a history of participation; and in nine cases they 

identified local government's desire to share the political 

responsibility for program decislons as the maln factor. 

To supplement these assessments, 'We examined the relationship 

between the level of citlzen participation and the degree of citizen 

influence. The summary data indicated that, by and large, influence 

was not a function of amount of participation. Table 11-12 shows 

the extent of the influence of citizen participation by the level of 

participation in the application process. 
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Table 11-12. Level of Citizen Particlpation in the First-year CDBG

Application Process, by Extent of Cltizen Influence*

Extent of citizen influence

lhgh

Moderate

Low

Level of participation

lhgh Moderate Low

10 7 2

7 10. 8

6 3 8

/

Source: Field research data.

~Hennepin County, Minnesota, did not provide for cltizen participatlon
at the county level.

The case of Santa Clara (described in Capsule 11-5) illustrates an

instance in which the level of citizen participatlon was high, but the

lnfluence of citizens on the application process was said to be low.

(Santa Clara is one of the six jurisdictlons in the high-participation,

low-influence group in Table 11-12 above.) A slillilar plcture emerged

in Chlcago, where citlzen participation was judged to be high and

citizen influence on the first-year CDBG application turned out to be

low. A capsule description of the situation in Chicago (Capsule 11-6)

follows the one on Santa Clara.



Capsule 11-5. Santa Clara, Calif'orm.a 

Population: 86,118 
Suburban city with hold harmless entitlement 
Grant amount: $357,000 

The first year of' the CDBG program in Santa Clara, Calif'ornia, 
was characterized by substantial citizen partl.cipation. Citizens 
were given the opportunity to draft a program. However, those who 
took part in this ef'f'ort labored under the misconception that their 
role was to be more tha~ advisory; in the end, ~t proved not to be. 

The participation structure used in Santa Clara resulted f'rom 
a dialogue between the city council and the eXl.stl.ng cl.tizens' 
advisory comm:cttee about the broad outline of' participation suggested 
by the intergovernmental assistance director (who had primary 
responsibill.ty f'or the program). In the past, when citizens' views 
were sought in connection with local decisionmaking, the committee 
had appointed a task f'orce to study the issue. These bodies were 
of'ten empowered to report their f'indlngs directly to the city 
council. According to the associate, "From the c~ty manager's view, 
such task f'orces often presented f'lndings that did not ref'lect the 
community at large. lI His preference was to util~ze a large cltl.ZenS' 
advlsory committee and make sure that the views of' more af'f'luent 
sections of the community would be incorporated into reco~endations. 

This structure, he suggested, would brlng better balance, because lt 
"\muld include Uthe voices of hard-working small businessmen in 
addition to low-income and unemployed persons and those with politlcal 
aspirations of' their own who generally make up these kinds of' 
cOmm1.ttees. v The Clty council accepted the committee's recommendatlon, 
however, and the more limited task f'orce structure was adopted. 

The task f'orce membershlp represented primarlly low and moderate­
income groups. Among its members were several who had disagreed Wl.th 
the city manager ln the past over other community development issues. 
This group, workl.ng with one low-ranking planner on the city council's 
staf'f', developed a draft program, which they presented to the council. 

When the task f'orce subillltted 1 ts program, the proposal met 
stiff opposition from the city manager, who voiced a preference for 
utilizlng a substantial portlon of' the f'irst-year f'unds f'or programs in 
the Clty'S capital improvement program. According to the assoclate, 
"The city manager inf'ormed the councll that the Clty'S capltal 
improvement plan consisted of various federal and state grant funds 
that would have to be replaced by local f'unds or increased taxes if' 
the citizen task force package were approved because these grants 
were now being phased out. u 
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In search of a compromise, the council suggested that the task 
force review what capital improvements might be ~ncluded ~n the 
first-year program. This was never undertaken, however; within one 
week of the initial council meeting to discuss the task force draft, 
the city manager prepared an amended program that included changes ~n 

the original draft involving nearly two-thirds of the f~rst year 
budget. This revised plan, not shown to the task force unt~l the 
night it was approved, was passed unanimously by the c~ty council 
over complaints from task force members. The task force protested 
to the city- manager's staff about the lack of citizen review. The 
intergovernmental ass~stance director suggested that'the pressure 
to complete the first-year application precluded such a review and he 
would make no predictions about citizen review in the second year. 

The chairman of Santa Clara's citizen task force expressed 
concern that the bad first-year experience "might decrease citizen 
part~cipation in the second year--low and moderate-income neighborhood 
committee representatives were very distressed as a result of the~r 

experience." The associate reported that "the frustration' 
experienced by the participants was predictable--given the fact~that 

the city's high-level staff had its own agenda for spending CDBG 
funds from the outset." 



Capsule 11-6. Chicago, Illinois-

Population: 3,369,357

Central city wlth hold-harmless entltlement

Grant amount: $43,201,000


Chicagots citlzen participation process included a ser~es of 
public meedings held in various locations in the citY' (two of them 
conducted exclusively in Spanis-h) prior to preparation of a draft 
appllcation, and two public hearings after the draft was completed. 
The major purposes of the meetings were to inform the public about 
the program and to receive suggestions from citizens about the kinds 
of activities that should be undertaken with CDBG funds. 

After the meetings, all held between November and mid-December, 
1~75, there was no further opportunity for citizen contribution in 
the application process until April, when two public hearings were 
held to consider the draft application. At these hearings citizens 
were critical of the waY' the application was prepared as well as of its 
substance. Representatives for the League of Women Voters,who had sought 
earlier (and unsuccessfullY') to have the city create a Cl-tlzens' 
advisory committee to help in drafting the applicatlon, expressed the 
view that "there must be an opportunity for interchange between the 
public and members of the city's CDBG coordlnating committee as well 
as among members of the pUblic on more than a one-time basis. Such 
interchange cannot take place in this forum." The Chicago Urban League 
and the Chicago Leadership Council supported the League of Women Voters' 
criticism and complained about the inade~uacY' of the preliminary draft 
application made available to the public and the long time that had 
elapsed between the inltial meetings and the availabllity of the draft. 

The associate for Chicago reported that "changes In the 
application as a result of citizen participation were not very 
siguificant. t' Moreover, he reported, "It is doubtful whether the 
comments of citizens were the primary reason for mak1.ng the changes." 
The picture that emerges from Chicago' s first-year citlzen particlpatlon 
experience is one of a moderate level of citizen involvement but very 
little opportunity to influence the declsions reflected in the 
application. The associate comments in this regard that "although 
there were opportunities for cltizens to speak, nothing that was being 
said by community groups was having any signiflcant lnfluence on the 
shape of the program." 
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When we began this study, we expected to find citlzen partlcipation 

more influential in jurisdictions where citizens 1 advisory committees 

Ifere used, because they were orgaulzed and experlenced and had the 

potential for continued working involvement. Our data, shown In Table 

11-13, lndicate, however, that thls was ~ot the case. The citlzen 

participation format that most often was associated wlth slgniflcant 

lnfluence was public hearings plus neighborhood meetlngs. Ten of the 

nineteen cases in this category (discussed earller in this chapter) 

showed lnfluential citizen partlcipation. On the other hand, the 

lowest incldence of influential participation was among the thirteen 

jurisdictions with public hearings only. In five of these, cltizen 

participation was lnfluential or moderately lnfluentlal. A surprlse 

to us was the experience of Jurlsdictions wlth cltizens' advisory 

committees and public hearlngs. Among the seventeen in this category, 

ten had moderately influential participation and in one case, M1.nneapolis, 

partlcipation was judged influential. 

\ 



Table 11-13. Type of Citizen Participation Structure, by Extent of

Cltizen Influence*

Type~of citizen
participation

structure

Extent of citizen influence
Moderately Not

Influential influential influential

PubIlc hearings ~only 2 4 7

Public hearings and
neighborhood meetings 10 5 2

Citizens' advisory committees
and public hearings 1 11 7

Citizens' advisory committees~

publlC hearings~ and neigh- 5 5 2
borhood meetings- - _. -

Source: Field research data.

* One jurisdiction, Hennepln County, did not offer citizen participation
at the county 'level.

The factor that appeared to have been the, strongest determinant

of whether citizens effectlvely contributed to the CDBG application,- , .

was the amount of importance attached to citizen participation by loc~l

officials. Table 11-14 shows that of. the twenty-three jur,,:sdictions

where public officials were reporte~ to have viewe~ citizen participation

as very important, :fifteen had influential citizen part~cipation and in

only on,e of these was it not influential. Table 11-14 shows the associates r

assessments of citizens' influenc~ in r~latlon~to the importance assigned

to citizen participation by local o:fficials.

-' ,
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Table 11-14-. Local Officials' -Views and the Influence of the Citizen

Participation Process; Sunnnary- Statements

Importance of citizen
particlpation in CD~G

application process; ­
local officials' views

Influence of citizen participation process

Not Somewhat
influential- - influential--Influential- Total

Not important 11 1 12

Moderately important 6 17 4 27

Very important 1 T 15 23

Total 18 25 19 62
'- -'~ -/ :

Source: Field research data. --- - - -~-

. .,
Analysis of the tables in this final section leads us to the

,.,.'

main conclusion that the attitude of local officials, and not so much the

procedures set up for citizen participation, was the key factor in

determlning whether or not citizens' views were 'significantly

reflected in the block grant application. This finding tends to

support the view of the program's framers that a prescribed format

for participation would not -significantly strengthen the citizen

participatton'process under the CDBG program. The second point that

stands out is the lack'of a clear relationship between the activity-

level of citizen part~cipation and its influence. This is a good place

(because this finding was~ to us; a quite surprising one)'to remind

the reader that all of the findings in this report are for the first

program year. Our conclusions about the political effects of the CDBG

~rogram may change in ensuing_years.



FOOTNOTES TO CRAFTER II


11 Federal Register, Vol. 39, No. 220 (Wednesday, November 13, 1974), 
p. h0136. 

gj On these points, see Melvin B. Mogulof, C~t1Zen Participation: A 
Review and Commentary (Washington, D.C.: The Urban Institute, 1969), 
and Robert C. Seaward, "The D:l.lemma of Cltizen Particlpatlon,t1 :tll 
Hans Spiegel (ed.), Citizen Particiuation in Urban Development 
(Washington, D.C.: National Institute for Applied Behavioral Sc~ence, 

1968), p. 62. 

2! Statement by James Lynn, Hearings Before the Subcommittee on 
Rousing and Urban Affairs, Committee on Banking, Housing, and Urban 
Affairs, U.S. Senace,93 Congo 1 sess. (1973), p. 11. 

~ Most of the congressional deliberations on this ~ssue occurred in 
the Senate. Its bill included a requirement that local governments 
involve residents of community development areas in the execution of 
community development activities and provide adequate resources for 
their participation, but this was modified by the conference committee. 

21 Housing and Community Development Act of 1974, Report of the 
Committee on Banking, Housing, and Urban Affairs, Senate, 93 Congo 
2 sess. (February 1974), p. 57. 
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CHAPTER 12

MAJOR ISSUES RAISED, POSSIBLE NEXT STEPS

In evaluating any governmental program, the first question that
1

must be asked is: On what bases are success and failure t~ be judged?

The customary approach is to evaluate governmental programs J.n

relation to their intent. But this is not as easy as it sounds.

Different observers will interpret the history of a given program

differently, both in respect to the goals to be achieved and the

weights to be assigned to various goals.

It is these kinds of problems, which frequently constrain policy

research, that led us to the monitoring approach. Putting it squarely,

this approach does not confront the question of program effectiveness.

In analyzing both the national distributional and local impacts of the

block grant for connnunity development, we see our role as providing

1IDiform and systematic data on the most policy-relevant effects of

the program. On this basis readers can decide for themselves whether

they think it is a good program--whether it should be continued,

expanded, basically reconstituted, or dropped in favor of some other

program or no program at all.

Because our findings are less tentative and conclusions firmer at

this point for the national distributional effects of the CDBG program,

the final chapter of our first report highlights this subject. The

conclusions of Part II (Chapters 3-6) of this report are briefly

summarized and a proposal is made to institute supplemental



CDBG grants for needy cities. Before discussing these national formula 

issues, several observations are in order on the first-year effects of 

the CDBG program at the local level. 

LOCAL EFFECTS 

Those who view this block grant as primarily a decentralization 

device are likely to regard the first year as a success. Generalist 

offlcials played a much larger role than was the case under the folded­

in programs. Citizen participation was a prominent feature of CDBG 

decisionmaking, al'though its focus shifted from lower-income parsons and 

target areas under the folded-in programs (especially model cities) to 

broader, often community-wide, participation. These political changes 

are closely related to findings for the first year on the uses, income­

group, and spreading effects of the CDBG program. 

In particular, the spreading effect at the local level has in a 

significant number of cases resulted in a new emphasis on neighborhood 

conservation, involving housing rehabilitation and related public 

improvements in transitional or marginal neighborhoods. Often 

activities in the most distressed neighborhoods which were aided under 

the folded-in grants, particularly for model cities, have been continued, 

but at a lower level, as this spreading effect has taken hold. These 

first-year findings suggest that the block grant program is a better 

instrument for aiding transitional neighborhoods and preventing blight 

than were the folded-in grants, but that it is more limited as an 

instrument for redeveloping the most seriously deteriorated urban 
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areas. The essential ~uestion comes down to the mix among kinds of

target areas--the most distressed areas, transitional neighborhoods,

industrial and commercial districts.

Our data for the first year also indicate that the CDBG program

did not significantly contribute to the legislative objective of

encouraging "spatial deconcentration" of housing for lower-income

persons. 11 In almost all of the sample sites, associates reported

that local officials did not consider this objective in preparing their

applications, and furthermore that the related re~uirements for a

housing assistance plan (HAP), as indicated in this report, were not

emphasized or consistently enforced. A similar situation was found to

apply to the A-95 re~uirement for metropolitan planning and coordination,

a clearance system closely related (or at least potentially so) to the

"spatial deconcentration" objective in the law. Pro forma signoffs

predominated under the A-95 re~uirement.

In addition to these programmatic issues, disagreement was found

as to the nature and duration of the allocations made in the start-up

year of the CDBG program. Although capital spending predominated, it

tended to be for relatively small, short-term undertaklngs, though

there were allocations in some jurisdictions for longer-term renewal

and economic development projects. Local officials appeared generally

reluctant to undertake longer-term projects which they perceived might

create continuing financial obligations after the flow of CDBG funds

had been reduced or perhaps terminated. Some critics have complained

that there has been too much of an emphasis on short-term projects and
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have urged that the program be amended to include, or at least facilitate, 

larger, longer-term projects, akin to conventional urban renewal. gj 

JUEt as frequently we were told by local officials that large-scale 

renewal projects--with long delays and often resulting in large vacant 

tracts--were losing favor prior to CDBG and would have faded from the 

urban development scene even without the new program. 

Similar issues of who should benefit and how benefits should be 

provided have been raised by those favoring social services as an 

integral and prominent part of community development programs. It was, 

in fact, this ·point of view that led to the adoption in 1966 of the model 

cities program--the premise being that saving cities involves saving people. 

Socla1 serVlce spending was found to be low under the CDBG program. 

Putting these process and outcome points together, we can identify 

a social dimension of local impact analysis. As contrasted to some urban 

renewal projects and most model cities programs, there appears to have 

been a shift both in the income-incidence of benefits and the people 

involved in the decision process, away from the poorest people 

and areas to a more mixed pattern. In many ways, this is the 

essential question for analysis. The debate was out in the open in 

a number of communities--the question of the mix between investments 

in the poorest areas versus what are considered transitional or 

salvageable neighborhoods. It is in a way reassuring that this same 

debate has been conducted at the national level and in the academic 

literature of whether the nation's strategy for dealing with the often 



poorly-defined "urban crisis" should eIl\Phasize the physical and

social development of the most ser10usly distressed urban areas

or concentrate instead on neighborhood conservation. In keeping

with the decentralization purposes of CDBG, this debate can be

sa1d to be shifting from the nat10nal to the local level.

All of these observations and issues, it must be remembered,

are as of a point in time. There are, as has been noted, a

number of forces in place and matters still unresolved, such

that the effects of the CDBG program in future years could be

different from what we have observed so far. Federal strings

could be pulled much_tighter by a new admin1stration, ,perhaps

based on the performance-monitoring responsibility assigned to

HUD under this program. There is also the possibility that

social objectives (especially income redistribution and integra­

tion of the suburbs) will be advanced more aggressively under

CDBG either by administrative action or as a result of

litigatlon.

The coming to fruition of these various forces and pressures

could decidedly affect the strength of the decentralizat10n and

social impacts of the block grant program. Final conclusions must

await both the accumulation of more data ,and the passage of more

time. On the whole, however, we are surprised by the clarity of the

findings for the first year; and, while we may subsequently regret

501
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saying so, we wo1Jl-d be surprised if the findings of the research shift 

substantially in the second year of the program. That is to say, we 

would expect relatively short-term capital spending to continue to 

predominate, generalist officials to continue to have a strong role 

along with many citizen organizations, and for beneflts to be spread out 

on a geographic basis within recipient Jurisdictions. 

NATIONAL DISTRIBUTIONAL EFFECTS 

We note in Part II of this report that many observers both in the 

Congress and the Executive Branch had come to the conclusion that changes 

are needed in the CDBG allocation system as currently structured. A HUD 

report to President Ford on October 21, 1976, stated in reference to 

the program: 

The Department should recommend changes to the formula •••• 
Among the criteria that might make the formula a better 
measure of need are the age of a city's housing stock and 
whether it is losing non-poverty population. 3/ 

We see the existi~g distribution system as having a spreading 

effect, just as was observed at the local level, following what might 

be called a natural law of federal grants, "something for everyone." 

This distributional pattern is a consequence of formula criteria which 

base allocations on population and poverty-based need (poverty and 

overcrowded housing) and the mixed system of formula and discretionary 

funding. In Chapter 6 we suggest that the formula be revised to 

include a measure of physical development need. 

Our conclusion is'that, both practically and substantively, it 

would be difficult at this stage to devise a single formula to measure 
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the needs of all participating communities. We therefore suggest a

dual-formula approach, one formula weighted by poverty measures alone

and one oriented also toward community age. This dual-formula approach

(alternative I in Chapter 6) reta::'ns the existing CDEG formula and

adds a second formula to measure community age through the use of a

pre-1939 housing criterion. Each formula entitlement area would

receive the greater of the amounts provided by the two formulas; no

community presently entitled to formula funding would receive a lower

allocation (except as discussed in Appandix VI). The community-age

formula favors older, declining central cities which tend to be

concentrated in (but are not exclusive to) the Northeast and ~dwest;

the existing population and poverty-weighted formu1.a, on the other
, ' -

hand, tends to favor the southern and western regions.

We see this dual-formula approach as a reasonably feasible and

equitable way to deal with the fact that communities have different

development needs and that the existing allocation system fails

adequately to consider physical need. We do not see the dual-formula

approach, or this particular version of it, as representing an "ideal"

way to define urban need. Put another way, we have chosen to consider

both feasibility and need, rather than starting from scratch to develop

an ideal allocation system to replace the current one.

Extension of Hold-harmless Protection

ather observers of the early operation of the CDEG allocation

system have advocated that hold-harmless protection be preserved. As

discussed in Chapters 3 and 6, hold-harmless protection would begin to
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be phased out in the fourth year of the CDBG program and would be

completely phased out in the sixth year if the act is extended in
-::.

1977 on the basis of the distribution system currently in the law.!±/

One possibility proposed lS to hold all jurisdlctions harmless

against loss indefinitely. (This approach was included In the Senate

bill, but not adopted.) It is also possible to guarantee a certain

percentage of the hold-harmless base amount. We have examined thls

latter approacb--a partial hold-harmless--at three guarantee levels:

50, 60, and 75 percent. This was done in conjunctlon with the dual-

formula approach; that is, we have analyzed how entitlement

communitles would fare under a system that gave each community the

greatest amount among three alternatlves: (1) the existing CDBG

formula; (2) the community-age based formula wlth pre-1939 housing

double counted; and (3) a partial hold-harmless guarantee (at 50, 60,

or 75 percent).

At the 50 percen~ guarantee level, seventy-three communlties

would be better off under hold-harmless than they would under either

the existing CDBG formula or the alternative which includes pre-1939

houslng. At the 60 percent guarantee level, the number of communities

in this position increases to ninety-eight; at the 75 percent guarantee

level, tblS number increases to 135.

There is, of course, a further cost attached to these guarantee

levels. At the 50 percent level, the amount of funds gOlng to formula

entitlement areas is $69.9 million more than they, would receive under

the dual-formula approach. (Assuming a $3.0 billion level of funding

in the sixth year of the CDBG program, funds going to entitlement
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communities would be $1.95 billion, compared to $1.88 billlon under the 

dual-formula approach and $1.6 billion under the existmg formula. At 

the 60 and 75 percent guarantee levels, the total amount allocated to 

entitlement communities, with the dual-formula system, would be $2.01 

billion and $2.13 billion, respectively.) 

There need not be a net additional cost of this partial hold­

harmless approach. The increased cost involved could be offset, as is 

the case under the dual-formula approach, through reductions in 

metropolitan discretionary funds or, in the alternative, money could 

be added to the CDBG program to cover the costs of a partial hold­

harmless guarantee. 

This guaranteed hold-harmless approach has a certain appeal 

because the principal beneficiarles tend to be older, declining cities 

which were also the major participants under the folded-in programs. 

However, there are problems with the pattern that results. It would 

in many cases represent a reward for successful grantsmanship under the 

old programs. If there are to be additional funds for the neediest 

cities, one can argue that the distribution of these funds should be 

based on objective measures of need. In recognition of this point, we 

offer another possible approach. 

SUPPLEMENTAL FUNDS FOR NEEDY CITIES 

Once a program exists for distributing money for community 

development on a broad basis, as a practical political matter there 

would appear to be a much better opportunity than would otherwise be 

the case (i.e., "starting from square one ") to concentrate some amount 
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of additional funds on the cities with the most acute development 

needs. Again, taking as our base the "urban focus" reflected in this 

report, we raise the possibility that in 1977, when the CDBG program 

will ne.,g to be acted upon, one option to be considered could be 

an add-on for the neediest cities. If this were done, it could be 

done so as to obviate any need to consider a hold-harmless guarantee, 

because these additional funds could be focused on the communities 

that, from an urban focus point of v~ew, one would not want to be 

affected by the hold-harmless phase-out currently in the law. For 

purposes of illustrating how such supplementary funds might be 

distrlbuted, we have assumed in this section that an additional $500 

million is added to the CDBG program for supplemental funding. 

In going this next step, there would also be an opportunity to 

take into account another important characteristic of urban distress, 

namely population decline. Chapter 5 showed the importance of this 

factor in discussing the "hardship index" ratings for fifty-five 

of the nation's largest central clties. Fourteen of these cities were 

identified as distressed and ten as well off. (See Tables 5-6 and 

5-7 in Chapter 5.) It is significant that the fourteen cities with 

the highest hardship ratings lost an average of 4.2 percent of their 

population between 1960 and 1970. Conversely, the ten well-off cities 

gained an average of 18:5 percent between 1960 and 1970 by natural 

growth, in-migration, territorial expansion, or some combination of 

these factors. Only two of the ten--Salt lake City and Seattle-­

lost population. 
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Considering both the fifty-five central cities studied with the 

"hardship index" in Chapter 5 and 506 CDEG entitlement cities, 

important relationships can be seen between social and economic 

conditions and population trends. The two groups are divided between 

population losers and gainers in Table 12-1. 



Table 12-1. Important Oharacteristics and Rates of Ohange During Period 1960-70 for Fifty-five Large

Oities and for ODBG Oities, Grouped by Population Gains or Losses

Median
Percentage house Percentage

Population Percent Average Per capita of income value 1970 of value
experience population percent income 1970 change (thousands change
1960-1970 Number change Black 1970 ( dollars) 1960-1970 of dollars) 1960-1970

(1) (2) (3) (4) (5) (6)

Hardship index cities

Population
losses 29 -7.9 27.3 3,093 55.3 16.3 25.4

Population
gains 26 21.3 19.3 3,349 59.5 16.9 36.3

ODBG cities

Population
losses 150 -6.7 17.3 3,062 57.0 15.9 32.5

Population
356 rY 20.5 :Q/gains 10,2 3,354 61.7 18.8 38.2

Source: Population, income, and housing value data from U.S. Bureau of the Oensus, County and Oity Data
Book. 1962 and 1972, Table 6.

rY Does not include urban counties plus eight ODBG entitlement cities that did not exist as incorporated
units in 1960.

:Q/ This is the median value. The calculated mean is 38.0, but this is high because of some extremely high
values among a few communities gaining population.

VJ
o
co
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The citles with declining populations tend to have-lllJJ.ch higher

proportions of Blacks and of lower-income persons. The declining

cities also 'have lower median housing values than the growing cities.

While these data are significant, they reflect the situation at a given

point in time. They represent a still photograph when what is needed

is a moving picture. This can be seen by examining rates of change of

two important resource factors--income and housing values. Between

1960 and 1970 per capita income increased 5 percent faster in the

growing CDBG cities (column 4) than in the declining CDBG cities; home

values increased nearly 6 percent faster (column 6) in the growing CDBG

cities.

In sum, we see hardship cities as characteriz~d _Qy old age, an

increasing concentration of the socially and economically disadvantaged,

and population decline. The dual-formula approach covers two of these

aspects of distress, poverty and community-age. In this chapter, CDBG

supplemental funds are distributed on the basis of all three factors--

age (as measured by the proportion of housing units built before 1939),
• j

extent of poverty, and rate of population change.
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Step One· Constructing an Eligibility Index. The first step in 

allocating CDPG supplemental funds is the determination of eligibility. 

We confine eligibility to metropolitan cities; the next question is 

which metropolitan cities should receive supplemental funding. The 

equation below is used to scale the needs of metropolitan cities on 

the basis of the three factors just indicated--poverty, age of housing, 

and population change from 1960-70. (Although 1960-70 data are used for 

illustrative purposes, these figures could be updated if desired.) 

Eligibility 
= 

(Percent of pre-1939 housing) x (Percent of roverty) 
Index 100 + rate of population change 

An eligibility index number was computed for all CDPG metropolitan 

entitlement cities scaled from highest to lowest. The next decision is 

the determination of how far down the eligibility list to go for 

participation in supplemental funding. If, for example, it is decided 

that supplemental funding should be limited to CDPG cities 50 percent 

or more above the mean on the eligibility index, 123 metropolitan 

cities would be eligible. If the eligibility threshold is set at the 

mean, 196 cities qualify. !if 

An analysis of the eligible cities at these two threshold levels 

is shown in Table 12-2. At either threshold level, the eligible 

cities have distinctively higher levels of poverty, older housing, 

and proportionate minority population, as well as lower income and 

housing values, and relatively slower rates of growth both in income 
r 

and housing values than the cities below the thresholds. 

When the eligibility threshold -is set at the mean with 196 cities 

eligible, 122 of these cities (62 percent) are below 100,000 



Table 12-2. Poverty, Age of Housing, Race, Income, and Housing Value Characteristics of CDBG Cities Eligible

for Supplemental Funding at Two Threshold Levels, Compared with Characteristics of Non-eligible Cities

50 percent above mean threshold Mean threshold
Supplemental other CDBG Supplemental Other CDBG

Characteristics funding cities cities funding cities cities

Percent poverty 17.3 10.8 16.4 10.0

Percent of housing built before 1939 64.8 30.3 58.8 26.2

Percent Black and Spanish-
speaking persons 25.0 16.1 24.0 14.8

Per capita income 1970 (dollars) 2,861 3,360 2,937 3,439

Percent change in per capita
income change 1960-70 57.4 60.6 58.0 60.9

Median housing value 1970
(thousands of dollars) 14.7 19.4 15.0 20.3

Percent change in housing value
1960-70 32.4 41.6 32.8 43.7

Source: Population, race, income and housing value data from U.S. Bureau of the Census, County and Clty Data
Book 1962 and 1972, Table 6.
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population; nineteen are satellite cities. Regionally, the northeast 

quadrant and West North Central states have 121 participating cities 

(61.8 percent). It is important that seventy-five southern and western 

cities are also included--accounting for 38.3 percent of the eligibles. 

Calculating Individual Allocations. The next step is calculating 

individual allqcations for the eligibles. We use alternative G from 

Chapter 6, equally weighting population, poverty, and pre-1939 housing. 

(For this discussion the mean threshold is used with a supplemental fund 

of $500 million.) 

In calculating formula entitlements for CDBG supplemental funds, a 

coefficient based on relative shares of population, poverty, and pre­

1939 housing units (alternative G) is derived for each of the 196 

eligible cities. Before applying this coefficient to the $500 million 

to det~rmine individual allocations, however, they were further adjusted 

for population change as described below. 

Population Change Adjustment. For the 196 eligible cities, the 

average population chw.ge was -2.1 percent between 1960 and 1970. 

Assume, for example, that City A and City B had equal counts of 

population, poverty, and pre-1939 housing units, and thus exactly the 

same alternative G coefficient. But assume that City A had a 

population gain of 2 percent between 1960 and 1970, City B a 

population loss of 10 percent. A population change ratio is 

calculated as follows: 

Population Change = 100+rate of change for individual city 
Ratio lOO+mean rate of change for all participating 

cities 
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For City A the change ratio is 1.0418 (102/97.9), while the

change ratio for City B is .919 (90/97.9). An allocation
I -

coefficient is then used as follows:, .

City A

Allocation = Alternative G coefficient = .0027831
= .0026714Coefficient Population change ratio 1.0418

City B

Allocation Alternative G coefficient .002-1§3l .0030284= = =Coefficient Population change ratio .919

If the allocations were based solely on alternative G (i.e., without

the population change adjustment), each eligible city would receive

$1,391,550 (.0027831 x $500 million). ~J further adjusting the

individual-city coefficients for rate of population change, the city with

a 2 percent increase (City A) would receive a supplemental grant of

$1,335,700 (.0026714 x $500 million); City B, declining at 10 percent,

would receive an additional $178 thousand--$1,514,200 (.003028 x $500

million). Applying this method to the 196 eligible cities, the l2§L

capita allocation to the top city, East St. Louis, Illinois, would be

$18 0 25 per capita; the per capita allocation to Seattle, Washington,

(the 196th city) would be $10.45.
J

Scaling Adjustment. To increase the spread between the highest

and lowest city for the CDBG supplement and thereby reduce the "notch"

problem (i. e ., for the 197th city), a final step is introduced to scale

allocations. This is done by multiplying the allocation coefficient by

an "eligibility coefficient," (see below) which is the ratio of an

individual city's index to the mean index of the eligible cities. It

produces a steeper curve, based on need, for the allocation of CDBG
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supplemental funds and, as noted, reduces the "notch" problem. 

Individual city 
Eligibility eligibility index 
Coefficient Mean eligibility 

index of eligible cities 

Thus the final allocation is determined 

Supplemental Allocation Eligibility 
$500 million

Allocation ~ Coefficient x Coefficient x 

Applying this more redistributive approach to the 196 cities, 

East St. Louis receives $42.48 per capita; Seattle (the 196th city) 

$5.64 per capita. Using this approach, Table 12-3 shows the estimated 

supplemental allocations for the 196 cities above the mean threshold, 

assuming a $500 million supplemental fund. Y 

Two further points are worth noting. First, if these supplemental 

amounts are added to the allocations produced under the dual-formula 

approach, sixty-nine of these 196 cities would still receive less 

funding than they received under the categorical grants. In many of 

these cases, this is the result of very successful grantsmanship under 

the folded-in programs. In others, it could be a basis for urging that 

there should be a larger supplemental fund (e.g., $750 million) or 

perhaps a somewhat different approach to its distribution. The last 

column of Table 12-3 shows the percentage relationship between the 

combined allocations and hold-harmless funds. 

Second, if the dual-formula and supplement are added together, 

forty of the 196 cities shift from a net "loser" to a net "gainer" 

position compared with what they would get if the dual-formula alone 
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were adopted. These forty are marked with an asterisk (*) in the 

last column of Table 12-3. 

,There are, of course, unlimited variants that could be used to 

distribute supplemental CDBG funds. One approach would be to extend, 
the supplemental allocation system to all metropolitan cities. A more 

redistributive outcome could also be achieved by squaring the 

"eligibility coefficient." Our objective here is not to present a 

"best" approach, but a framework of movable parts within which 

supplemental funding based on need can be considered. 



Table 12-3. CnBn Cities (196) Eligible for Supplemental Fund~ng Using the Suggested Elig~bility Index 

ar.d Allocation Method, Estimated Supplememal G-rants Based on a $500 Million Funding Assumption 

. ' 
Alt. I _pilus 
supplerr.snt 

Eligibility Alt. I Supple- as percent 
inde'x (per- Hold 1980 (Dual mental of hold 

Eligible centage a'Jove ha:rmless CDDG, - formula) grant harmless 
communi-vy national mean) (~OOO) ($000) ($000) ($000) (rou:1ded) 

E. St. Louis, Ill. 431.86 3,492 2,362 2,362 2,974 150* 
San Benito, Tex. 411.79 27 744 74!J: 686 5,300 
Augusta, Ga'. 372.13 1,042 1,823 ,- 1,823 2,099 370 
Atlantic City, N.J. 362.34 3,340 1,061 1,485 1,749 90 
Wilmington, Del. 360.77 4,490 1,712 2,237 2,603 110* 

St. Louis, M:J. 351.92 15,194 14,793 17,604 19,764 240 
Harrisburg, Pa. 351.01 2,482 1,321 2,022 2,174 160* 
Providence, R.I. 333.96 9,110 3,338 5,218 5,181' no~ 

Camden, N.J. 333.86 5,554 2,260 2,649 2,812 9°' 
Johnstown, Pa. 321.74 977 729 1,199 1,231 240 

Newark, N.J. 321.62 20,513 9,807 9,864 9,502 90 
Elmira, N.Y. 319.19 1,610 665 1,115 1,053 130': 
Covington, Ky. 307.43 1,507 1,150 1,496 1,342 180* 
Chester, Pa. 300.30 2,303 1,183 1,391 1,323 110* ­
Buffalo, N.Y. 292.84 11,685 7,523 13,026 11,018' 206 

Williamsport, Pa. 292.33 1,080 619 1,065 866 170* 
Asbury Park, N.J. 292.10 297 399 459 390 280­
Cleveland, 0. 291.73 16,092 14,250 19,456 17,615 230 
Trenton" N. J • 288.56 5,097 1,959 2;778 2,283 - 90 
Huntington, W. Va. 280.57 1,518 1,393 1,930 1,648 230 

- " \Jl 
f-'

" '" 





Tabl~,12-3 (continued) 
,t, 

. " 
.. " Alt.,'I plus 

- supplement 

Eligible 

Eligibility 
index (per­

centage above 
Hold 

harmless 
1980 
CDBG 

Alt. I 
(Dual I 

formula) 

Supple­
mental' 
grant ,; 

as per,c~nt 

of hold 
harmless 

cormmmity national mean) ($000) ($000) ($000) ($000) (rounded) 
" 

" , 

Charleston, W.Va. 
Anniston, Ala. 

241.52 
236.32 

1,385 

° 
1,303 

868 
1,699 

868 
1,360 

572 
220 

Troy, N.Y. 
E. Chicago, Ind. 
Fall River, Mass. 

235.40 
233.22 
232.88 

1 ,~1~, 
2,161 
5,442 

'974 
947 

1,625 

1,632 
1,097 
2,607, 

1,049 
83:)­

1,573 

180 
80' 
70 

Charleston, S.C. 230.82 897 1,762 1,762 1,088 310 
Bingliamton, N. Y. 
utica, N.Y. 
Paterson, N.J. 
Jersey City, N.J. 

229.99 
229.91 
228.73 
226.62 

5,414 
1,551 
4,036 
6,485 

9.09 ,
1,382 
2,997 
4,874 

1,713 
2,;388 
3,563 
6,7:64 

1,154 
1,526" 
2,177 
4,139' 

50 
250 
140": 
160 

Cincinnati, O. 
Jackson, Mich. 
Baltimore, Md. 
Holyoke, Mass. 
Hartford, Conn. 

226.56 
225.91 
224.54 
224.54 
223.58 

18,828 
1,062 

32,749 
2,942 

10,267 

9,275 
693 

18,264 
871 

3,208 

10,858 
1,168 " 

20,712' 
1,337, 
3,945 

7,521 
742 ­

13,670, 
805' , 

2,420 

90 
170, 
100:' 
70 
60 

Albany, N.Y. 
Youngstown, o. 
Passaic, N.J. 
Cambridge, Mass. 
Birmingham, Ala. 

221.54 
220.84 
219.94 
219.61 
218.30 

", 

2,109 
3,730 

163 
4,035 
5,040 

1,755 
2,306 
1,048 
1,575 
7,186 

3,024 
3,196 
1,430 
2,707 
7,186 

1,900 
'2,249 

796 
1,588 
4,896 ' 

230 
140* 

1,360 
110* 
230, 

.: ~ '~ 

Philadelphia, Pa 
St. Joseph, Mo. 

216.18 
215.19 

60,829 
1,715 

33,506 
1,244 

47,118 
1,854 

27,920 
1,123 

120*, 
170 

--.. ... ..~ .-..~

\J1 

, ~ 'Jl I-' 
():) 



Table 12-3 (continued)

Alt. I plus
supplement

Eligibility Alt. I Supple- as percent
index (per- Hold 1980 (Dual mental of hold

Eligible centage above harmless eDBG formula) grant harmless
connmmity national mean) ($000) ($000) ($000) ($000) (rounded)

,
Scranton, Pa. 213.21 7,747 1,444 2,763 1,554 50
Superior, Wis. 212.70 10 486 801 457 12,590
Syracuse, N.Y. 210.04 11,861 3,028 ,\I ,871 2,907 60
Galveston, Tex. 209.23 628 1,401 1,401 919 360
l.I.arietta, O. 208.62 0 259 416 '227

Rochester, N.Y. 205.81 14,684 4,427 7,619 4,225 80
Detroit, Mich. 201.18 34,187 26,525 34,165 20,702 160~'
Chicago, Ill. 201.05 43,201 62,870 80,192 45,167 290Berkeley, Calif. 197. 67 2,812 2,171 2,879 1,490 150
Louisville, Ky. 195.95 8,639 7,380 7,907 ,4,777 140*

Bridgeton, N.J. 194.69 283 351 470 252 250
Lawrence, Mass .. 194.04 1,578 1,001 1,761 891 160
Steubenville, O. 193.78 1,418 511 701 391 70Terre Haute, Ind. 193.30 323 1,140 1,697 882 790Ashville, N.C. 192.26 3,238 1,484 1'484 897 70, ,

Wilmington, N.C. 190.38 961 1,131 1,131 581 170
Union City, N. J. 190.15 108 ),.,115 1,557 674 2,060
San Francisco, Calif. 188.77 ' 28,798 12,564 '19,112 9,415 90Saginaw, Mich. 188.44 ' 3,608 1,586 1,997 1,+01 -80
Alexandria, La. 184.77 ' , 92 '1,206 ." 1,206 ,536 ,,1,899:-
Somerville, Mass. 183.08 247 1,248 2,312 1,092 _' 1,370"New York, N.Y. 180.45 102,244 153,850 184,920 88,482 ' 260 '
Lynn, Mass. ,179.20 3,227 -'1,295 2,312 '1,070 ' '100*
Hazelton, Pa. 177.26 7 393 784 358 16,320 Vlr J?ullft\1, MijUl. 176.46 3,386 1,435 2,369 1,142 100* I-'- , \D



Table 12-3 (continued) 

A1t.~ I plus 

Eligible 
cOJlllIlUIlity 

Eligibility 
index (per­

centage above 
natidnal mean) 

Hold 
harmless 

($000) 

1980 . 
CDBG 

($000), 

Alt. I' 
(Dual 
formula) 

($000) 

,
Supple­
mental 
grant 
($000) 

supplement 
as per?ent 

of hold 
harmless 
(rounded) 

Oakland, Calif. 
Port Al'thur, Tex. 
Minneapolis, Minn. 
Muskegon, Mich. 
Hopkinsville, Ky. 

176.06 
175.59 
174.58 
172.74 
172.24 

12,738 
1,324 

16,793 
1,108_ 

0 

6,887 
1,269 
6,211 

708 
506 

8,345 
1,269 

10,564 
1,035 

506 

4,118 
705 

5,213 
487 
224 

90 
140* 

90 
130* 

Schenectady, N.Y. 
Brownsville, Tex. 
Springfield, Mass. 
Spartansburg, S.C. 
Ashland, Ky. 

170.98 
170.84 
170.63 
168.77 
168.15' 

1,488 
155 

9,096 
4,434 

6 

979 
2,384 
2,529 
1,020 

483 

2,075 
2,384 
3,626 
1,020 

632 

898­
719 

1,758 
471 
314 

190 
2,000 

50 
30 

J:5,770 

New London, Corm. 
Pawtucket, R.I. 
Canton, O. 
Bay City, Mich. 
Lewiston, Me. 

167.50 
167.34 
167.22 
166.11 
Ib4.12 

6,418 
5,850 
1,109 
1,318 
2,93<0 

461 
1,146 
1,669 
- 707 

653 

677 
1,811 
2,519 
1,l:31 

957 

330 
821 

1,141 
523 
403 

20 
40 

330 
120* 
40 

Auburn, Me. 
Lowell, Mass. 
Hcellen- Tex. 
Pel'th Amboy, N. J • 
'. ll"

N~ag~~~ Falls"N.Y... ­

164.02 
162.98 
162.71 
161.10 
160.88 

,,\ 

701 
3,542 

116 
1,441 
1,571 

359 
1,418 
1,512 

647 
1,254 

570 
2,201 
1,512 

884 
1,783, 

241 
902 

__436 
367 
918 

,­

l10~

80 
1,670_ 

80 
170 

Lynchburg, Va. 
Yakima, Wash. 
Springfield, O. 
Erie, Pa. 
WorcErst"er, Mas·s. 

159.91 
158.75 
158.42 
158.01 
156.21 

1,537 • 902 
256 804 
666 1,279 

4,485 1,833 
6,oltlr~·2;381 

'1,124 
993 

1,781 
2,794 
4,034 

':511 
427'­
766 

1,249 
1,697 

110¥­
550 

' 380 
90 
90 VI 

I\) 
0 

c' 



Table 12-3 (continued)

. ';

-,c t 1,:: Alt. I plus, ,Jt - .-'
supplement

1.:-(

Eligibility Alt. I Supple- as percent
I, 'J

index (per- Hold 1980 (Dual mental of hold
Eligib;Le centage above harmless CDBG formula) grant harmless
cOlllIllUIlity national mean) ($000) ($000) ($000) ($000) (rounded)

Sa1t,Lake City, utah 155.44 4,176 2,939 3,696 1,723 120~'
Washington, D.C. 155.26 42,748 16,147 16,147 7,072 50Parkersburg, W.Va. 155.25 244 700 969 412 560
Roanoke, Va. 154.95 2, 629 1,517 1,895 877 110~-

Dayton, Ohio 154.65 6,822 4,134 4,925 2,319 110*

Spokane, Wash. 154.61 577 2,611 3,644 1,650 910
East Orange, N.J. 154.55 2,519 1,105 1,829 732 100~
Greenville, S.C. 153.16 2,205 1,327 1,327 606 80
Gadsden, Ala. 152.85 14 1,128 1,128 533 11,870
Pensacola, Fla. 152.19 162 1,357 1,357 542 1,170

Pharr, Tex. 150.35 110 806 ' 806 201 910Haverhill, Mass. 147.53 1,976 604 +,136 413 70
Monroe, La. 147.13 1,415 1,651 1,651 535 150
Lima, Ohio 146.56 0 845 1,174 435Sioux City, Ia. 146.42 3,929 1:,237 1,879 745 60

New Brunswick, N.J. 145.74 1,399 689 852 329 80
La Crosse, Wis. 144.90 605 742 1,098 397 240
FJ.tchburg, Mass. _144.68 566 604- ,1,005 365 240
Muncie, Ind. 143.90 52 1,148 ,1,369 555 3,700 _
Kalamazoo, Mich. 143.32 64 1,267 IJ71~ 660 "3,700

Elizabeth, N.J. 141.91 146 1,889 2,496 890 2,320
Portland, Ore • 141.76 8,760 5,483 8,611 3,175 130-*
Akron, Ohio 139.79 10,979 3,990 5,643 2,264 ' 70 V1Bridgeport, Conn. 138.81 4,113 2,575 3,308 1,234 '110* ~
Mti. Vernon, N.Y. H8.62 2,590 1,107' -1,662 608 80 ._-



Table 12-3 (continued) 

Alt. I plus 
supplement 

Eligibility Alt. I Supple- as percent 

E;tigible 
community 

index (per­
centage above 
national mean) 

Hold 
harmless 
, ($000) 

1980 
CDBG 

($000) 

(Dual 
formula) 

($000) 

mental 
grant 
($000) 

of hO,ld 
harmless 
(rounded) 

Richmond , Va • 
Manchester,' N.H. 
Texarkana, Tex. 
Grand Rapids, Mich. 
Bayonne, N.J. 

137.92 
137.81 
137.10 
134.99 
134.50 

10,068 
2,500 
2,812 
4,815 

500 

4,839 
1,250 

639 
2,853 

997 

4,967 
1,931 

639 
4,265 
1,672 

1,808 
693 
248 

1,386 
576 

60 
100* 

30 
110* 
440 

Texarkana, Ark. 
Gary, Ind. 
Bristol, Tenn. 
Harlingen, Tex. 
Daytona Beach, Fla. 

134.37 
132.76 
130.56 
129.96 
129.25' 

2,372 
6,974 

365, 
183 
675 

503 
3,708 

351 
1,313 
1,042 

503 
3,708 

402 
1,313 
1,042 

165 
1,281 

134 
425 
319 

20 
70 

140 
950 
200 

Winter Haven, Fla. 128.86 64 354 354 127 750 
Hamilton, Ohio 
Pine Bluff, Ark. 
Waco, Tex. 
Milwaukee, Wis. 

128.68 
127.88 
127.79 
127,.67 

597 
2,168 
5,704 

13,383 

1,075 
1,515 
2,026 

10,935 

1,313 
1,515 
2,026 

14,181 

498 
377 
740 

5,137 

300 
80 
40 

140 

M:mtgomery, Ala. 
Malden, Mass. 
Evansville, Ind. 
Rock Island, Ill. 
Norwich, Conn. 

126.95 
126.36 
124.98 
123.16 

' 121.41 

\ 

'­

2,484 
4,546 
2,878 

1 2,482 
1,478 

3,178
681 

2,254 
' ' 709 

559 

3,178 
1,304 
2,719 
1,023 , 887 

1,042 
-417 
967 
350 

-260 

,"
160 
·30· 

120*. ' 
I 50 

7,0 

Shreveport, La. 
Allentown, Pa • 
Kansas City,_M:J. 
DeniSon i Tex. 

121.35 
121.05 
120.58 
119.74 ­

473 4,256 
2,426 1,313 

17,859__ .....8,048 
179 451 

, 
4,256 
2,424 

10,428 
484 

1.1­

1,210 
739 

3,249 
154 

I " 
,1,15,0 , 

130* 
70 

350 
Lakeland, Fla. 119.34 162 798 798 278 660 V1 

I\) 
I\) 



Table 12-3 (continued) 

0 " Alt. I plus 
supplemE'r,:t 

Eligibility Alt. I Supple- as percent 

Eligible 
index (per­

centage above 
Hold 

harmless 
1980 
CDBG 

(Dual 
formula) 

mental 
grant 

of hold 
harmless 

community national mean) ($000) ($000) ($000) ($000) (ro)ll1ded) 

Edinburg, Tex. 
Atlanta, Ga. 
Waterbury, Conn. 
Pontiac, Mich. 
St. Paul, Minn. 

118.31 
118.01 
117.61 
116.89 
116.58 

4,198 
18,780 

5,688 
3,198 

18,835 

713 
11,207 
1,577 
1,523 
4,152 

713 
11, 207 

2,218 
1,525 
6,446 

174 
3,324 

682 
505 

1,985 

20 
70 
50 
60 
40 

Bloomington, Ill. 
Tacoma, Wash. 
Irvington, N.J. 
W. Palm Beach, Fla. 
Council Bluffs, Ia. 

116.23 
115.68 
114.60 
113.48 
113.46 

2,169 
2,459 

297 
131 
251 

543 
2,284 

748 
1,135 

986 

877 
3,069 
1,393 
1,135 
1,156 

239 
949 
394 
366 
336 

50 
160 
600 

1,140 
590 

Des Moines, Ia. 
Mobile, Ala. 
Ogden, Utah 
Flint, Mich. 
Pueblo, Colo. 

113.22 
113'.13 
112.92 
112.73 
112.47 

3,692 
2,014 

655 
5,881 
1,016 

2,792 
4,600 
1,155 
3,173 
1,751 

3,986 
4,600 
1,256 
3,449 
1,751 

1,263 
1,315 

416 
1,153 

541 

140 
290 
250 
70 

220 

Portsmouth, Va. 
Springfield, Ill. 
Santa Cruz, Calif. 

111.14 
110.49 
110.43 

4,570 
4,513 

164 

2,296 
1,367 

553 

2,296 
1,945 

666 

704 
515 
170 

60 
50 

510 
Be aumont, Tex. 
Long Branch, N. J • ; 

109.83 
109.17 

25 
55 

2,327 
535 

2,327 
·639 

716 
161 

12,170 
1,450 

Durham, N. C. 
Miami, Fla. 
Denver; Colo. 
South Bend, Ind. 

"Tampa, 1'la. 

107.28 
106.08 
105.78 
105.14 
105.10 

2,384 
3,165 

15,805. , 
3,547 
8,577 

2,004 
9,712 
8,246 
1,683 
5, 613 

2,004 
9,712 
9,493. 
2,388 
5,613 

487 
1,833 
2,823 

717 
1,618 

100[, 
360 
70 

' '80 
80 Vl 

(\) 
W 



Table 12-3 (continued)

"
,,, - Eligibility Alt. I.

. 'index (per-; Hold 1980 : '(Dual _
Eligible .centage abo~ harmless CDBG ;:fornlula)
community national mean) ($000) ($000) . ($000)'

"
,

,-
'-, ,,- ,-

Norfolk, Va. 104.81 17,766 5,842 5,842
Pasadena, Calif. . 104.69 2,584 1,663 2,215
Oshkosh, Wis. 104.63 85 .' .661, , 1,069
Mansfield, 0.. 103.84 , 339 ·800 : 1,081
Toledo, O. 101.19 11,831 5,350 7,622

Pittsfield, Mass. 100.53 1,342 '654 c' . 1,164
Waterloo, Ia, ' 100.38 1,182 1,136 1,377
Jackson, Miss. 100.36 2,253 3,891 3,891 .-Seattle, Wash. 100.21 11,641 6,809 lO,608

-,

Supple-',
meni;al ' J

graI\t .
($00,0)

1,695 ..
661
251
266

1,7lJ.2

303
369
870

2,996

Alt. I plus
supplement
as percent
, of ~hold

;'harIDless
(rounded)

40
110'­

1,550
390
'70

110
140
210
110

~:

- "* Cities which shift from a net "loser" to a net "gainer'" position relati.ve to their hold-harmless level,
compared with what they would receive if the dual.formula alone were adopted.)

"~ .... ,,
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NEXT STEPS FOR THE RESEARCH 

Putting together the national distributional and local effects 

of the CDBG program in its first year of operation, there is a basic 

issue thai; cuts across all of the data presented in this report. The 

essential question involves the development process. If one's view 

of the development process for economic and efficiency reasons 

emphasizes growth-potential areas and the prevention of blight, there 

is more likely to be acceptance of the findings of t~is study about 

the impact of the current formula and the spreading and neighborhood 

conservation effects found at the local level. On the other hand, 

those who give a higher priority to social and equity goals of economic 

development would be likely to argue for both a national and local 

distribution that Places greater emphasis on the neediest areas. It 

is, of course, possibl,e to favor a national distribution of CDBG 

funds that gives greater emphasis to the needs of distressed core cities, 

but within that conte)Ct to support strategies which emphasize growth~ 

potential neighborhoods. 

We will explore these and related issues further in the seconCl 

stage of our research at which time performance-monitoring data, both 

from HUD and the sample jurisdictions, will provide a basis for consider­

ing the first-year uses of CDBG, funds in relation to the Plans adopted by 

the sample 1IDits. other new SUbjects will be covered in the second report, 

although the current Plan is to use the same general framework as for this 

report. Originally, we had intended to cover some SUbjects in the first 



526 

year and some in the second. As it turned out, however, we have been 

able, largely because of the cooperation received from the associates, 

to cover a wide range of subjects in this first report. Our second 

installment as a result essentially will update and expand upon the, 

subjects covered this year. One exception to this rule, which is not 
• ' r ". ' 

covered as systematically as others in this first report, is the 
J' I ~ 

intergovernmental effects of the CDBG program. This subject will be 

treated as a separate chapter in the second report; we plan to examine 

the role of HUD, the states, and regional bodies under the CDBG program. 

The plan for the second report also includes chapters in the form of 

case studies of selected sample 'jurisdictions authored by the 

responsible field research associate. 

\ , 
\ , 
\ 
\, 
\ 
1 



527

FOOTNOTES TO CHA.PTER 12

:lJ The term "spatial deconcentration" is included among the purposes
of the CDBG program, as discussed in Chapter 2. The sixth purpose ­
enumerated in Section 101 of the act (See Appendix I of this report)
is "the reduction of tlie-'isolation of income groups within commUnities
and geographical areas and the promotion of an increase in the diversity
and vitality of neighborhoods through the spatial deconcentration of
housing for persons of lower income." Policies to achieve these
objectives are discussed in a recent book by Michael N. Danielson,
The Politics of Exclusion (Columbia University Press, 1976). ,See also
Lower-income Housing: Suburban Strategies, by Leonard S. Rubinowitz •
(Ballinger, 1974). Chapter 12, "Federal Carrot and Stick: HUD," is
particularly relevant to this study as it examines-many of the
programs consolidated into the CDBG program.

gj See, for example, Alan S. Oser, "Federal Efforts to Rebuild Cities
Coming under Study prior to Carter InauguratioIl'," New York Times,
November 17, 1976.

31 U.S. Department of Housing and Urban Development, Interim Report
of the President's Committee on Urban Development and Neighborhood
Revitalization (October 1976), P. 36.

~ Under hold-harmless, jurisdictions with experience under the
folded-in federal programs (urban renewal, model cities, etc.) receive
an amount equal to their average federal grants for these programs
over the five-year period, 1968-72. This hold-harmless protection
continues for the first three years of the CDBG program, and then
phases down by thirds in years four through six of the program under
the terms of the original act.

'i/ Seventeen townships and North Charleston, South Carolina, were not
included in the eligibility listing because of missing data elements.

§! The eligibility index numbers of Table 12-3 are based on a variation
of this formula, standardized to make the mean equal 100.

* u. s. GOVERNMENT PRINTING OFFICE: 1978 0-262-723
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