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EXECUTIVE SUMMARY

FOURTH ANNUAL REPORT TO CONGRESS ON THE
COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM

Since the inception OF the Community Development Block Grant program in
1974, the Congress has aprggtr)]priated over $12 billion to support the
"development Of viable u communities." This year, Block Grant funds
were distributed to over 3,000 communities and urban counties to help
finance commmnity development projects.

This year's Annual Report to Congress provides an in-depth analysis of the
progress that recipient conmunities are making in carrying out their
community developnent plans and in implementing improved program
guidelines provided through regulatory revisions in March 1978.

e Dishbursements and Drawdowns. As of January 31, 1979, 98 percent of
FY 78 appropriated funds had been obligated and were available to
grantees. Approximately 58 percent of all obligated funds had bees
drawn down by grantees.

e Targeting 10 Neediest Cities. Funding allocations to the neediest
cities have iIncreased as a result of the dual formula authorized iIn
the Housing and Community Development Act of 1977.

e Targeting 10 Low- and Moderate-Income Persons. Benefits going to
low- and moderate-incame persons have increased significantly,
reversing the downward trend evidenced in the early program years,
Low=- and moderate—income benefits have increased, at a minimum,
from 61 percent in FY 77 to 66 percent in FY 78 and, at a maximum,
1o as much as 73 percent.

e Comunity Development Plans and Strategies: Planned Expenditures.
In terms of planned expenditures, the dominant and fastest growing
strategy is neighborhood preservation. In FY 78, neighborhood
preservation accounted for 42 percent of all cpeG funds. Other
major strategies, each accounting for about 15 percent of program
funds, include economic development, general developnent, and
redevelopment .

® Progress Toward Plans and Strategies: _Actual Expenditures.. In
terms of actual expenditures, communities are spending their CDBG
funds at rates which result iIn the completion of nearly 50 percent
of the total national program each year. Roughly the same rate of




expenditure was evident for each major community development strat-
egy (neighborhood preservation, economic development | general
developnent, ad redevelopment).

Prograss Toward Plans ad Strategies: Lecal Management.  According
to local cormunity development administrators, civic groups, and
citizens interviened In sample cities, the majority of local
projects are erther on a close to schedule ad have achieved a
satisfactory level of impact,

In March 1978, revised rsgulaticns were issued to improve program perform-
ance In relation t lov~ ad moderate-income benefits, Neighzorheed

Stra

Areas, sconomic development, comprshensive Strategies, Housing

itegy
Assistance Plans, and citizen participation. Early findings on the
effects of these guidelines are: pat Y s

(0]

Low=- and Mederate-Incare Benefits. Lecal respondents ort that
the regulations providing more precise guidelines and definitions
on program 1ts have iIncreased the lewvel of effort directed
tonard the needs of lov- and moderate-incame persons. Many felt
that _this shift began as early as the beginning of the new Adninis-
tration with the issuance of policy statements advocating greater
concem atcut program goals.

Neighborhoed Strategy Areas. According to local managers, the
Neighborhood Stra Area regulations have resulted In an increase
in the targeting concentration OF program activities in the
sample cities. Although respondents expressed some concem about
potential controversy arong Citizen groups over NSA designations,
most_adapted their prograns to the approach without substantial
difficulty this year.

Economic Development, City executives responded favorably to the

increased flexibrlity provided by the new regulations ad a major-
ity said they w=r2 likely to use the new guidelines to develop new
projects In the future. " Largely because of the need for careful
planning and coordination, rowever, the regulations did not lead to
an immediate INCrease in the number Of projects.

Comprehensive Strategies. All communities were found to be in

compliance with reguirements for more IC needs assessments,
three yeagdplans, |r_r?Iementatlm schedules, and quantifiable goals.
Less marked, but still observable, were improvements with r

to the actual depth of plans ad the linkages between housing ad
other comonents .




’

Housing Assistance Plans. In accordance with the new guidelines,
moST crties nave established minimum three-year housing assistance
goals which reflect at least 15 percent of total identified needs
and which are in proportion to different kinds of housing needs
(small family, Iar%/efam ly, elderly, handi , omer ad
renter): axd most taken a variety of affimmative steps to
Implement their plans. Planning for spatial deconcentration oF
housm?_opportunltle_s has generated sane controversy, and 1t has
also elicited more widespread recognition of the importance of the
ISSLe.

o Citizen Participation. In almost all sample cities, written citi-
zen participation plans have been developed, and required planmning
to

and _performance hearings_have been held. All cities .

citizen camplaints INnwWrrting.  Citizens who were interviened felt
that the new guidelines would provide increased leverage for mean-
ingful participation.
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Fourth Annual. Report

Community Development Block Grant Program

Introduction

Previous Annual Reports submitted to Congress essentially reviewed
grantee plans with respect to use of Community Development Block Grant
(CDBG) funds. To the extent data were available, the reports also
described the linkages between local ¢DBG plans, statutory provisions
and HUD administrative guidelines.

This report reflects a significant departure from earlier documents.
Notwithstanding the still-to-be resolved methodological problems noted
below, this study IS consistent with the Secretary's desires,

with the legitimate concerns of many outside analysts with respect to
the first three Annual Reports and with Congressional requests. The
report provides first-time analyses of actual CDBG progress and, in a
similar veln, provides a first-time look at how well recipients are
carrying out their plans and strategies.

CDBG Program — Flexibility and Change

Since its inception, the CDBG program has been perceived as a signifi-
cant response to the criticism of categorical. programs. That IS,
unlike the seven categorical programs which were folded into it, the
CDBG program provides predictable sums of Federal community develop~
ment assistance, on an annual basis, to most participating localities.
It is also rele rant that the program, again contrary to most of its
predecessors, grants considerable discretion to local officials rela-
tive to the use of the Federal assistance. In effect, broad statutory
purposes and performance criteria were substituted bv Congress for
often very detailed statutory prescriptions with respect to the local
allocation and beneficiaries of Federal. community development funds.

while initial HUD and independent analyses indicated that most commun-
ities viewed the freedom provided by the CDBG program in a positive
manner, these same studies also illustrated visible problems. Sane,
communities, for example, were granting limited attention to low- and
moderate-income benefit requirements in the statute. Sane were paying
only lip service to statutory requirements like those related to citi-
zen participation and the relationship of community development to
local housing assistance plans.




Congressional ad HUD concems over the gap between statutory purposes
ad local cpBG performance evolved simultansously. Similar Congres-
sional ad HUD concerns over the reduction in CDBG funds availaple to
distressed cities resulted fran the phasing out of the hold harmless
provisions I/ of the original lsgislaticn, Both sets of concerms
generated a series of related legislative axd adninistrative actions
which affected the form ad content of the CDBG program.

In the 1977 amendments 1O the Housing and Community Developnent
Act,Cengress approved a two tier formula to distri CDBG funds. It
was designed to provide more funding to older, central cities which
were considered to have been slighted uder the_initial 1974
formula. With the dual formula, cities could choose whichever formula
provided the higher funding. The 1974 formula was based on population
size, poverty ad overcronding; the formula added in 1977, on
population growth lag, age of housing and poverty.

HUD developed ad/or amended regulations conceming:  the determina-
tion of @2G benefits to lav- ad moderats-income persons; the Initia-
tion and definition of Neighborhood Strategy Areas; the connection
between community develogment ad housing assistance plans; ad the
expansion of orportunitiss for citizen participation. Collectively,
the new regulations were aimed at  encouraging more comprehansive
planning ad extending local willingness to target CoBG funds In a
more concentrated 1on ad 1o needier people; st ing local
revitalization efforts by linking camunity devel funds with
other HUD resources; and enhancing the relevance of local CDBG plans
and programs through increased involvement of residents.  Specifi-
cally, the new guidelines covsred the following areas:

e Low- ad Moderate-Inme Benefits -- These regulations were
designed 1o assure that focal CDBG prograns principally bene-
fitted low- as well as moderate~incame persons. They clari-
fied what types of projects would be considered as benefitting
lov- ad mederate-incane persons and set general review
standards for HD staff 1o use In reviewing the local. CDBG
program as a whole.

1/ The hold harmless provigions were desi 10 protect former
categorical recipients fran abrupt | of funds, which were

necessary 1o meet long-time commitments. Thelr terminaticn would
result in a diminution of CoBG resources to distressed cities at a
time when these cities could 1ll afford the reduction.




® Neighborhood sStrategy Areas — The new guidelines encouraged
grantees to undertake concentrated community develomment i
accordance with a comprehensive strategy which will effect
substantial lcng-term improvements within a reasonable peried
of time.

- ® Housing Assistance Plans = The new HAP regulations sought to
Improve the delivery of housing for various categories of
low- and moderate-income households. They required: minimum
housing goals; stricter criteria for addressing the needs of
various types of households; and greater emphasis an spatial.
deconcentration of housing opportunities.

Community Development Plan — The regulations were directed
toward obtaining a better correspondence between local needs
and local ¢coeG priorities. They also set the basis for
improved mcnitoring. The regqulations required: a more compre-
hensive statement of needs; more clearly stated strategies
connecting needs to plans; and specific schedules and measures
of accomplishments.

®

o Citizen Participation — The Citizen participation portion OF
the regulations wes designed to insure that citizens have an
adequate opportunity to express their preferences at all
stages of the CDBG process., In this respect, the requlations
called for: written participation plans; neighborhood as well
as citywide meetings in larger communities; and more thorough
citizen involvement at the planning, implementation and moni-
toring phases of the CDBRG process.

e Economic Development -- These regulatory elements reflect the
changes 1n the national legislation which were designed
clearly to include economic development among the national
objectives. They restated the eligibility of many activities
which were and continue to be valid for economic development:
added certain other activities that were previously ineligi=-
ble; and provided for participation by a variety of organiza-~
tions other than the general purpose government.

This report is purposely structured to record, to the extent possible,
the effect and effectiveness of recent Congressional and HUD changes.

da a0 .. - l,'a' E""}i,,,,

Several crucial problems hale impeded HUD and others from monitoring
and evaluating CORG progress and the early impact of the program.
Among them:




The purposes of the CDBG program, as stated In the statute, are
relatively general. For example, funds are to be used to help
develop”. ..viable urban communities.. .principally for persons of
lov— and-moderate income.” In this context, they can be used
specifically for the elimination of slums and blight.. _the elimi-
nation of conditions which are detrimental to health, safety...the
| conservation and expansion of the nation's housing stock...the
expansion and improvement of the quantity and quality of community
services...and the reduction of the isolation of income groups.

Although simply stated, implicit in each statutory purpose iIs a
range of permissible and possible local sub—objectives, strate-
gies, priorities and fundable projects. Together, they reflect a
complex collage of generally consistent, but often imprecise,
national commitments to the physical, social and economic well-
being of CDBG recipients and their residents (particularlylow-
and moderate~income residents). Attempts to define other than
very simple progress and impact indices have generated and con-
tinue to generate deep disagreements among independent analysts
over specific Congressional intent. These disagreements have
often led to the substitution of varied value judgments for stra-
tegic analyses. Clearly, the state of the evaluation arts has not
yet caught up with the often indeterminate and sweeping nature of
the coBG legislation. Indeed, the definition of meaningful pro-
gress and impact indicators remains an unfinished and sanetimes

elusive task.

2 The relatively limited size and scale of the CDBG program in most
rantee jurisdictions makes 1t difficult To trace complex "cause
a 1pS with respect to expendrtures an
Congressionally-defined CDBG objectives.

CDBG funds provide valued resources and needed financial flexibil-
ity to recipient communities. But their impact often depends on a
variety of annplex variables ar factors. Clearly, the
institutional capacity of a community and 1ts planning and
management capabilities will affect the progress and/or effect of
the CoBG effort. Just as clearly, the condrtion of the national
economy and the level of local consensus concerning resource
allocation priorities will affect CDBG processes and outcanes.
Development Of analytic techniques capable of separating the
impact of outside variables on the direct and indirect, intended




and unintended Impacts of CbBG expenditures IS a difficult task ==
one made even more difficult by the varied types of local environ-
ments within which_the ¢oBG program functions, ad the wide array
of gereral cmBG objectives listed above.

3. HUD's desire to respond to Congressional intent and to grant
recipients flexibility relative to the precise use of CDBG funds
has led the Department to limit data oollection etforts and to
narrowly define data collection and related program monitoring
instruments.

As indicated In a recent Brookinrgs Institution report, the CDEG
program reflects a_"'significant decentralization of substantive
decisim-mkinci, with lecal officials egegc:rsnlbng more contr(I)I over
community deve ognt rolicy than they di  categorica
programs.'”  HUD consciously tried to balance Its reponsibili-
ties concerning _implementation of the CDBG program with awareness
of the legislative mandate to provide increased flexibility ©
local govermments conceming use of cpBG fuds. HUD's requests
for informaticn have been held 1O aminimum and IS monitoring
Instruments have been narrowly defined In order to avoid Impeding
local judgrent and addgﬁ unnecessary red tape. While these steps
have been consistent with Congressional intent, the result has
been that HUD's CDEG data base IS ot sufficient, standing alone,
O permit rigorous progress and impact analysis.

4. The early state of the progran ad 'eni- skatitory and_adminis-
trative changes In It have helgntened difficaities_associated_with

As of this Annual Report, the cmBG program is only four years old.
Up 10 the present tine, the program's relative youth combined with
the predictable start-up problems faced by comunities 1IN
initiating a response to the program, have it difficult ©
structure an appropriate a meaningful impact analysis. To put it
another way, until recently, only locally-developed (D2G plans ad
progress associated with carrying aut such plans provided an
appropriate a meaningful data base for analyses. A work program
based on determining program impact would have been difficult t©
define ad even more difficult to justify on a national besis.

While the newness of the CDBG program appropriately placed limits
on the type and comtent of proposed progress ad impact analyses,
frequent changes ar shifts in statutory and adninistrative pur-
wases ad guidelines have made 1t difficult to detemine relevant
monitoring and evaluation approaches. These changes are under-
standable ad necessary 1O respond to legitimate Congressicnal ad




HUD policy and management concerns, However, repetitive shifts in
ar atehdments to program objectives and administrative ground
rules have intensified problems with respect to defining indices
regarding program performance as well as appropriate methodologies
10 assess the relationship of program expenditures to statutory
CUrpCses,

Methodolagy -- Feurth Annual Report

As Indicated above, this report represents a beginning effort on the
part of the Department t analyze the oonvergence of local coee plans,
actions and results and to more clearly present relevant national

pet formance indicators. The methodology and work program generating
the report reflect:

o A review of the commants of independent analysts conceming
previous HUb Annual Reports;

e A review of the roach, coverage ad oontent of and problems
associated with r national reviews of the cceG program;

& A two-day conference at the Brookings Institution involving
field staff associated with the Breokings study of the ¢reg

ran ad noted methodologists ad progran analysts fran
grrgt!}ld the country; ad

o Intensive HD staff critique of previous study instruvents ad
Annual Reports.

As noted iIn subsequent chapters and described iIn detail In the
Appendix, data, analyses and/or findings presented iIn this document
ate premised specifically ax:

o A review of HUD records concerning CDG expenditure pattems,
the developnent of administrative procedures, ad the premul-
gation of statutorily required regulations;

e A review of Grantee Performance Reports describing the track
record of a sample of 147 entitlement communities; ad

o Develoment ofF detailed case studies In 25 cities 1llustrative
of recipient progress ad the specific effect of 5D regula-
tions an local performance.

This study s only a begiming. Threshold ress ad impact meas-
urements that areyusedbegl’n mrigs report will Berogreffined ad strengthened
In future reports.




3 - Fourth Annual Report

The primary focus of the Fourth Annual Report on the Community
ngglopn?}t Block Grant Program is the experience of entitlement
cities. 4

This report s divided into several ma{g'?f parts. 3/ Part I is the
Introduction. Part 11 of the report, Overview of—Program Funding and
Planned Expenditures, is separated into two chapters. The first of
the o chapters reviews appropriations, obligations, ad drawdowns
ad relates this information to characteristics of recipients. The
second chapter takes a look at the ways that camunities plan_ to spend
Block Grant_funds according to established legislative objectives ad
acoministrative procedures.

Part 111 OF the report, Progress Tonard Pregram Objectives, reviews

camunities' accamplistments during the first of the Block Grant
Program. Chapter III defines stra types for blodk grant cities,
characterizes cormunity programs by types, ad describes planned

e 1tures according to each ] r 1V presents act-

Eﬁlget lgudgeftxpedrgta expend imretolg for the Stt.yrge tegyChaptetypes, and Chas% %rj Vv

(Iaxam:nes progress In tems of schedules, Impacts, ad sati Tolg
evels.

Part 1V, Progress in Implementing New Program Guidelines, discusses
the implamentation OF re\gulatlons affecting six elements of the Block
Grant Program. Chapter VI looks at the implamentation ofF rules
regarding program beneficiaries; Chapter Vi1I, the establishment of
Neighborhood Strategy Areas (Nsas); Chapter VI, sconomic developnent

Iniftiatives; Chapter IX, comprehensive comunity devel skrate-
gies; Chapter X, Housing Assistance Plans (H#APs); ad r XI,
citizen participation in the local comunity developnent planning
process.

An evaluation it on the Uran Counties Program will b ]
ad pﬂbl 1shed Somregrod an evaluation G%Un mlaeSSmaﬁgCities ProSran [

currently undervway.

3/ The basis for the analysis in Chapters 1 mroughh V s Block Grant
applications ad Grantée Performance Reports a representative
sample of 147 entitlerent cities. In rs vi through X1 this
data Is supplemented by information for 25 cities, collected under
contract by westat, Inc., €or the Office of Evaluation,







PART II

OVERVIEW OF PROGRAM FUNDING AND PLANNED EXPENDITURES

CHAPIER I Funding: Appropriations,
Obligations, Drawdowns

CHAPTER II Planned Experditures: National
Objectives, Program Pricrities,
Budget Line Items
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CHAPTER |

FUNDING: APPROPRIATIONS,
‘OBLIGATIONS, DRAWDOWNS

Introduetion

This chapter éarovides an overview of funding patterns In the Comunity
Develogment Block Grant Program. 1t summarizes agpropriaticns, allo-
cations to thantees, and drawdowns; ad it relates these, where appro-
priate, to the major legislative changes made in 1977 and related
program regulaticns developed 1N 1978.

The chapter 1is divided into two parts. The first provides a general
overview and the second presents a more detailed discuzsion c; the
characteristics of grants ard grantees (including the effect of the
dual formula).

Owverview
Appropriations

Congress appropriated ?* more than $12 billien for the first four
years of the block grant program (Table I-1). Overall, Congressional
appropriations have heen steadily increasing since the program's
inception, Annual approoriations for FY 78 represented a 48 percent
increase over FY 75. This increase resulted frem a 15.2 percent
Increase between FY 75 and FY 76 appropriations, a 15.9 percent
Increase between ry 76 and FY 77, and another 108 percent increment
between FY 77 and FY 78.

1/ Appropriaticns are Acts of Congress which allow Federal agencies
to INCur obligations and authorize the Treasury Department to make
payments for specified purposes.




Percentage Increses. in Appropriated Fund
r ncrease In ria unds
e

A(SDooliiélrasn Liﬁ%u@nds)

Fiscal Total Percent
Year Appropriated Increase
1976 2,802,000 152
1977 3,248,000 159
1978 3,600,000 10.8

Source:  US. Department of Housing ad Urban Developrent, community

Planning and Devalopment, Office of Management,
Division.

Of the cunulative total of $12 billion appropriated O date, nearly
$10 billion (@BL9 percent) has been earmarked for Entitlement grants;
imzl)SSl-? billion (13.7 percent) &/ for grants to Small Cities (Table

The remaining $0.5 billion was almost equally divided between the
Sec ‘3' 's Discretionary Furd and Urgent Needs/Financial Settlement
Fund,

2/ This figure does not include the Entitlement

k74

portions %% Lo}
amall, hold harmless cities. The total percentage of going
10 small cities is greater.

Entitlement cities include metropolitan cities of 50,000 O more
and Urban Counties of 200,000 or more; Small Cities include cities
with lations of 50,000 ar less ad may include States ad any
unit of general local govermment including counties, but excludes
metropol1tan ar central cities of 84Sas, The Secretary™s
Discretionary Fund covers special purpose activities including new
comunities, inequities, innovative projects, disaster, arcawide
activities, and territories; ad Urgent Needs provides assistance
in the transition to block grant funding for communities,
especially for local govermments experiencing scme difficulty iIn
completing projects begun under the categorical progrars.

1-2




Tahle 1-2
Cumulative Summary of FY 75, FY 76, FY 7/ and FY 78
Appropriations as of January 31, 1979
(Dollars 1N Thousands)

Amount _

Grant_Category Appropriated Obligated* Disbursed**
Entitlement $ 9,899,974 $ 9,879,835 $5,955,251
Small Cities 1,657,315 1,596,986 821,879
Secretary's Fund 225 ,369 176 ;130 73,159
Urgent Needs 247 530 163 423

Financial Settle- 300,000

ment Fund
Jotal $12 082 ,658 $11 .900 482 $7,013,712

Updated figures for obligated funds as of June 30, 1979 were:
Entitlement , $9 ,887,453; Small Cities, $1,651,146; Secretary's

% Fund, $203,133; Urgent Needs/Financial Settlement Fund $270,952.
Updated figures for disbursed funds as of June 30, 1979 were:
Entitlement, $6,981,234; Small Cities, $992,416; Secretary's Fund,
$96,165; Urgent Needs Financial Settlement Fund, $184,458.

Source: US. Department of Housing and Urban Development, Community

Planning and Development, Office of Management, Budget
Division,

Obligated Funds

As of January 31, 1979, 98 percent of all. fiscal years' appropriated
funds had been obligated ¥ and were available to grantees. This
figure included 9.8 percent of the Entitlement funds, 96.4 percent of
the Small Cities funds, 82.5 percent of the Urgent Ne.:3s Financial
Settlement funds, and 78.2 percent of the Secretary's Funds.

4/ Obligations are contracts, purchase orders ar any other binding
comnitments made by Federal agencies ultimately to pay out money
for products, services or other purposes.

I-3




Slightly more than eighty percent ($9.9 billien) of the total amount
of funds actually available to all grantee types was allotted to
Entitlement grantees (Table I~-3; Chart 1-1) . Entitlement grantees'
share of total funds decreased in Fr 78 largely because of the phase-
out of hold harmless grants and the expansion of the Small Cities

program.
Table 1-3
CpBG Obligated Funds by Type of Grant -~
as of January 31, 1979
(Dollars in Thousands)
_Fiscal Year _
Type Of Grant 1975 1976 1977 1978*%
Entitlement $2,096,406 $2,352,888 $2,659,818 $2,770,724
Small Cities 259,343 345 810 436,400 555,433
Secretary's Fund 26,903 52,978 45 ,894 50 ,355
Urgent Needs Finan-
clal Settlement 50,000 49 980 100,000 47 550

-

Total $2,432,652 $2,801,656 $3,242,112  $3.424,062

3 These Tigures were higher as or June 30,1979: ntitlement,
$2,778,341; Small Citles, $610,296: Secrektary's Fund, $72,384;
Urgent Needs/Financial Settlement Fund, $70,986.

Source: US Department of Housing and Urban Develomment, Community
Planning and Development, Office of Management, Budget
DiviSian »
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Entitlement obligations for FY 75 amounted to 8.2 percent of the
funds available from that year's appropriation. In FY 76, they
equalled 8.0 percent_of total funds; in Fy 77, &.0 percent, and in
FY 78, 80.9 percent. 3/

Small Cities' share of total funds increased in FY 78. As with the

decrease in the Entitlement portion, the change in part relates to the
phase-out of hold harmless grants. In effect, as hold harmless grants
are reduced, moe funds are made available for grants to small cities.

The share for the Secretary's Fund has remained at about the same level
for each of the four program years. Appropriations €or this fund are
based on a constant two percent of all funds for Fy 75-77 and three
percent in FY 78 (minus appropriations for the Urgent Needs/Financial
Settlement Fund).

Drawdowns

One of the most important management issues in the block grant program
involves the rate at which available funds are expended — i.e., the
drawdown rate.

As of June 30, 1979 moe than $7 billion had been expended in the four
program years. These expenditures represent 53 percent of appropri-
ated funds and about 59 percent of all obligated funds.

The cumulative expenditure rate for obligated funds (or funds made
available to grantees) represents expenditures of 99.0 percent of
furds available to grantees in FY 75, 96.6 percent of funds available
in FY 75, /.6 percent of funds available in FY 77, and 1.84 percent
of funds available in Fy 78 (Table 1-4; Chart 1-2). &/

5/ Variations between grant categories are due almost entirely to
differences in relevant approval periods and procedures, particu-

larly for Fy 78 funds.

6/ Several explanations can be offered for the low drawdown rate for
Fy 1978:

(1) Because of the accounting method used for Entitlement, in

FY 78 some entitlement recipients were drawing down aqainst funds
appropriated and obligated during previous fiscal years. The law
drawdosn for the Entitlement category, then, was not an indication

1-6



that little a no Fy 78 activities were being carried out in that
year. In fact, the opposite wes true for many of the recipients.

(2) The low drawdown rate for Small Cities is a product of the
late funding cyecle which did not begin until November 1978 and
continued until January 1979. This category also has a slower
approval rate because of the method in which funds are distributed.

(32 These are the reasons that contribute to the Slow drawdown
rate for the Secretary's Fund:

(a) Unused "Disaster” funds are held until the end of each fiscal
year before they are reassigned and awarded under other sub-
categories.

(b) Earlier problems with the "New Communities” program caused
the Department to intentionally slow down the approval
process to ensure careful and complete analysis of each
proposed project.

(c) Innovative Grants generally take a long time to approve
because the Department assesses the criteria for award each
year in order to award the grants for genuinely innovative
purposes.

(@) Regulations had to be issued before the Department could make
awards to Indian tribes.

(e) Coordination is required between Areawide funds and housing
activities to assure that community development activities
carried out with these funds are consistent with housing
goals and the process of assuring this coordination requires
a longer approval period.

(f) Drawdowms for the Technical Assistance Program occur at a
faster pace than others in the Secretary's Fund, and they are
not included in the figures used in this discussion,

(4) The drawdown level for the Urgent Needs/Financial Settlement
Fund is normal. This fund is used primarily to close out troubled
Urban Renewal projects. All of these projects involve construc-
tion activities which take a leng time to complete. Moreover,
several of the projects have come under litigation which has
temporarily halted many activities.
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Table 1-4
Drawdown Rates by Grant Category
as of June 30, 1979
(Dollars in Thousands)

Fiscal Year

Grant Category 1975 1976 1977 1978
Entitlement 99.6 97.9 78.6 17.9
Small Cities 96.7 91.7 72.1 18.0
Secretary's Fund 90.3 70.0 41.7 18.7
Urgent Needs/Financial

Seftlement Fund 93.6 92.0 62.4 41.1
Overall 99.0 96.6 76.6 18.4

Source: U.S. Department of Housing and Urban Development, Community
Plamming and Development, Office of Management, Budget
Divisian,
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Expenditure rates varied for different types of grantee categories
(Table 1-4), The cumulative drawdown for Entitlement grantees was 70
percent as of June 30, 1979: this figure included a 99.6 percent
drawdown of Fy 75 funds, a 97.9 percent drawdown of FY 76 funds, a
7.5 percent drawdown of FY 77 funds, and a 17.9 percent drawdown of
Fy 78 funds.

The cumulative drawdown rate for Small Cities was 60.1 percent as of
June 30, 1979.

The Secretary's Fund had the lowest overall expenditure rate of all
grant categories. Its cumulative drawdown rate wes 47.3 percent as of
June 30, 1979, Urgent Needs/Financial Settlement, In contrast, had
the highest cumulative drawdown rate of 68.7 percent.

Characteristics of Grants and Grantees

Number and Size of Grants

HUD records show that as of January 31, 1979 a total of 2,829 arants
had been approved for FY 78 (Table 1-5). These include 1,304 Entitle-
ment grants, 1,397 for small Cities, 19 Urgent Needs/Financial. Settle-
ment grants, and 109 Secretary's Fund grants.

The inclusion of qrants to Indian tribes accounts for the large jump
in the number of Secretary's Fund grants in FY 78. The dip in the
number of Urgent- Needs/Financial Settlement grants is misleading,
since a larger number of qrants is expected.

7/ These figures were higher in some categories as of June 30, 1979:
Entitlement, 1,304; Small Cities, 1,51l; Secretary's Fund, 362

(excluding technical assistance): Urgent Needs/Financial Settle-
ment, 31.

8/ ALl Urgent Needs/Financial Settlement grants had been awarded bv
January 31, 1979, but the funds had not yet been obligated. For
instance, 38 grants had been awarded as early as October 1, 1978.
For accounting purposes, these grants are not counted until the
funds have been obligated, This step IS attained long after award
announcements are made. First a funding memorandum is prepared
and is forwarded to HUD Area Offices. The Area Offices then con-
tact individual grantees who have been awarded grants to begin the
process of obligating funds. Each locality must approve the ?rant,
usually by legislative resolution, before the funds can be obliga-
ted, Thus, the process from start to finish can be quite lengthy.

1-10

T e o e b 2 e it e s s sk PO s Tty - R OIS 4 e 1,

e BT s it




Tahle I=-5
Numbe of Grants by Type
as of January 31, 1.979

¥iscal Year

Type Of Grant 1975 1976 1977 1978*

Entitlement 1,321 1,312 1,313 1,304

small Cities 1,885 1,907 1,910 1,397

Secretary's Fund 41 81 35 109

Urgent Needs/Finan-

cial Settlement Fund 64 77 43 19
Total 3,311 3,467 3,301 2,329

Source: US. Department of Housing and Urban Development, Community
Planning and Development, Office of Management, Budget andg
Data Systems and Statistics Divisions.

Grant amounts have increased in three of the four categories. As of
January 31, 1979, the average grant wes $2.1 million for Entitlement
Cities, $431,000 for Small. Cities, $181,000 for the Secretary's Fund,
and $3.7 million for Urgent Needs/Financial Settlement. Between ry 77
and FY 78, the average grant amount €or Small Cities and Urgent Needs/

Financial. Settlement increased significantlg, while grant amounts €or
the Secretary's Fund declined (Table I-6). 97

Distribution: Region, Size and Type of City Distress

Initially, ¢DBG funds were distributed on the basis of a single form-
ula which provided different weights to population, poverty, and
housing overcrowding and which assured metropolitan cities and urban
counties three-year funding levels essentially equal to totals from
categorical programs.

9/ However, many large ?rants_ such as "Disasters" and "New Communi-
ties" are made much Tater in the funding cycle and because of this

factor the average grant size may be greater when all funds have
been obligated.




Table 1-6
Average Size of Grants by Type
as of January 31, 1979
(Dollars in Thousands)

Fiscal Year
™pe of Grant 1975 1976 1977 1978
Entitlement $1,597 $1,732 $2,025 $2,124
Small Cities 138 174 221 431
Secretary's Fund 589 538 868 181
Urgent Needs/Finan-
cial. Settlement Fund 794 644 1,522 3,691

Source: US. Department of Housing and Urban Development, Community
Planning and Development, Office of Management, Budget and
Data Systems Divisions.

In 1977, Congress , simultaneously acknowledging the negative effect
the phasing out of hold harmless provisions would have on older cities
and the need to improve the targeting of CpRG funds to older distressed
cities, enacted a dual formula.

Essentially, the dual. formula approach allocates CDBG funds to Entitle-
ment communities based on the largest total each would receive using
one of two equations. The first IS a formula based on population,
poverty, and housing overcrowding; the second, a formula based on age
of housing, poverty, and helow average population growth. 10/

10/ Under the dual formula, an entitlement city receives the greater
of the amounts computed via the two formulas. The factors and
weights of the first formula, developed from the 1974 Act, are:
(a) city population weighted .25; (b) persons in poverty weighted
.50 and (c) housing overcrowding weighted .25. The factors and
weights of the second formula, developed from the 1977 Act are:
(a) extent of population growth lag weighted .20; (b) persons in
poverty weighted .30; and (c) age of housing weighted .50.
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Formula and Region

The dual formula has resulted in a perceptible increase in funds
available to the North—st a d North Central Regions (Chart I-3; Table
1-7). These regions had been disadvantaged by the shift from categor-
: ical. programs to the hlock grant program in ¥y 75. In terms of per-
g centage and per capita amounts, both regions will receive more money
in 1.98 than 3977 (Table I-7). In a similar vein, both will, do far
i better under the dual formula than under the original one. X In this
context, it should be acknowledged that as Chart 1-3 indicates, the
CDBG program, with respect to both the single an? dual formulas,
increased the allocation of community develomment funds tO many
southern and western states.

Formula and Citv Size 12/

Two trends were apparent in the fourth year: (1) within the Entitle~

ment category, a shift occurred toward larger grantees, and 1)
qrantee categories a shift occurred toward the Small Cities fund:

The shift within the Entitlement category toward larger grantees WS
dramatic. The percentage of Entitlement funds going to grantees with
populations of 500,000 or more went from 34.7 percent to 42.7 vercent
(Chart 1~4). A1l other grantees except those with populations of
50,000 to 99,999 showed a decline in their percentage of total. funds.
In fact, the FY 78 share for grantees with populations helow 20,000
was less than half their FY 75 share.

Whn the average grant amount is calculated for each grantee size,
this shift is even more awparent, The average grant amount for
Entitlement grantees with populations of 500,000 or moe has almost
doubled since FY 75 while the average for Entitlement grantees with
porulations under 50,000 increased slightly in Fy 75 and FY 77, and
decreased in FY 78 (Chart I-5).

11/ The first year hold harmless provisions will not be a factor in
distributing CDBG funds.

12/ The only complete data available by grantee population Size are
for Entitlement grantees.
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Percentage Distribution of CDBG assigned Funds by HUD Region

I

111

I\

VI

VII

V11

IX

REGION

Conn. ,Maine Mass.,
N.H.,R.I.,Ver.

N.
Rico, Virgin
ISlands.

el ,u.C ,Md.
W. ¢

)
Ky » ¥
S. Car.,Tenn.

i ,Mich.,
Minn , Wis.

ark.,La.,New Mex.,
Okla., Tex.

Iowa,Xan.,Mo.,
Neb.

Colo.,Mont.,N. Dak
S. Dak.,Utah,

Wyo ,

Ariz.,Calif [
0.8

Alaska, Idaho, Ore.,.

Wash.

Chart 1-3

January 31, 1979

FY 68-12
FY 75

- Y

18#

2.3
2.5
2.2

Source: U.S. Department of Housing and Urban Development,
Community Planning and Development, Office of
Management, Budget Division.
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Table 1I-7

Distribution of €DBG Allocations by Census Region
(For 559 Metropolitan Cities)

Per Capita $ Amounts Percentage Shares
1977 ’ 1978 i 19/7 1978 :
Allocation Allocation Displaced Allocation Allocation Dual
(1974 Formula (Dual Formula Dual Formula Categorical (1974 Formula  (Dual Formula Formula
_and Hold and Hold (Projected Programs and Hold and Hold {Projected
Region® Harmless)** Harml ess Yawe 1980 ) kkkx Tk Harmless)** Harmless)** 1980 ks
Northeast $28.39 $32.42 $34.22 249 18.8 200 190
North
Central 2177 2851 3117 175 139 16.8 16.9
South 2571 24.73 2557 201 175 155 147
West 18.18 18.29 20.06 114 109 95 94
Source: US. Department of Housing and Yrban Development, Office of Policy Development and Research, Office of Economic

Affairs, Economic Development and Public Finance Division.

* Because eight cities in Puerto Rice are excluded. the regional percentages will not sum to the total percentage
for all metropolitan cities.

** The $3.148 billion appropriation in fiscal year 1977 was distributed on the basis of the 1974 single formula and
hold harmless averages .

*** The $35 billion appropriation in fiscal year 1978 was distributed on the basis of the dual formula and hold harm-
less averages. Hold harmless credit in fiscal year 1978 was equal to two-thirds of the excess of the hold harmless
amount over the basic dual formula.amount.

**** These are full formula (i.e., no hold harmless) amounts based on a projected 1980 appropriation of $3.8 billion.

***** Allocations under the displaced categorical programs were estimated using hold harmless averages. Basically. hold
armless averages are the annual average amounts received from 1968-1972 under the displaced categorical programs.
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On a per capita basis, CDBG allccations, although still skewed by hold
harmless provisions, reflected similar trends. That is, in general
the larger Entitlement cities have received and will continue to
receive more grant funds per person than more modestly populated
cities (Table 1-8). Differences will increase as the full. formula
(i.e., no hold harmless) is utilized to distribute funds.

Formula and Central Cities

Compared to the effects of the single formula, the dual formula has
resulted and will continue to result (based on the terminatien of hold
harmless provisions) in relatively moe CpBG funds flowing to central
cities, particularly to distressed central cities. 13

In fiscal year 1978, central cities received an average per capita
grant of $28.59 compared to $16.64 for large, wet 50,000 population
non-central. cities, $11.27 for Urban Counties, $6.64 for small commun~
ities in sMSA balances, and $10.17 for small communities in non-SMSA
areas (Table I~9).

The per capita allocation in FY 77, based on the 1974 formula, was
$25.79 for central cities. In the sare year, per capita allocations
were $14.39 for large non-central cities, $9.94 for urban counties,
$6.39 for small communities in SMSA balances and $9.70 for other small
communities.

As illustrated in Table 1-10, the change from the single to the dual
formula will increase the funds availa%le to central. cities by nearly
14 percent from 42.4 percent that they would have received in 1980 on
the basis of the 1974 formula to %.5 percent of 1980 funds. The
losers Will be small communities in the SMSA balance.

Formula and Level of Distress

HUD studies also indicate that the dual formula has generated more
effective targeting to needy cities. The dual formula, compared tO
the single formula, has resulted and will result in proportionately
larger per capita increases to the neediest cities (Table I-11).

13/ See the discussion on page 1-23, Table 1-11, and the discussion
on page 11-13.
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Table 1-8
Per Capita CDBG Allocations by City Size,
559 Metropnlitan Cities

Per Capita
1978, Hold
1980 Population Number Harmless and 1.980, Dual
(Proj ected) of Dual Formula Formula
(thousands) Cities (Actual) (Projected)
Less than 50*** 119 30.93 $27.34
50 = 9999 268 21.06 21.87
100 = 24,999 112 24.42 24.86
250 = 49,999 35 29.66 31.32
500 or more 25 29.15 33.11

A1l Metropolitan
£ Cities 559 26.50 28.36
The $3.5 billion aporopriation in fiscal year 1978 was distribu-
ted on the basis of dual formula and hold harmless averages.
Hold harmless credit in fiscal year 1978 was equal. tO two~thirds
of the excess of the hold harmless almost over the basic dual
- formula amount.
These are full formula (i.e., no hold harmless) amounts based on
sxx & Drojected 1980 appropriation of $3.8 hillion, .
The 119 cities below 50,000 population are central cities of

SMSAs.,

Source: US. Department of Housing and Urban Developnent, Office of
Policy Develomment and Research, Office of Eoconomic Affairs,
Economic Development and Public Finance Division,
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Table 1-9
Per Capita Distribution of CDBG Allocation by Tvoe of Recipient

. . } | Fiscal Year and Formula
| : ' : 1977 Actual 1978 Actual 1980

| o Allocation Allocation Projected
| Type of Recipient (1974 Formula  (Dual Formula  Allocation
and Hold and Hold (Dual
Harmless) Harmless) Formula) ***
SMSA S $16.11 $17.87 $19.10
Metropolitan Cities (559 23.82 5.5 68.36
entral CIties 5.M 8.5 30.48
Non-Central Cities over
50,000 Population (178) 14.39 16 .64 18.22
,Remainder of SMSA 7A 854 9.12
Urban Counties (Entitled)**** 9.% 1.27 13.37
sMsA Balance (Discretionary) 6.3 6.64 5.81
Non-SMSA (Discretionary) 9.7 10.17 11.74
US. Total 14.34 15.75 17.57

*
The $3.148 billion appropriation in fiscal year 1977 was distrib-

uted on the basis of the 1974 single formula and hold harmless

*% aver -
The $3.5 billion appropriation in fiscal year 1978 was distributed

on the basis of the dual formula and hold harmless averages.
Hold harmless credit In fiscal year 1978 was equal to two-thirds
of the excess of the hold harmless amount over the basic dual

s+« Jormula amount.
These are full formula (i.e., no hold harmless) amounts based on

a prOJected 1980 appropriation of $3.8 billion.
**** Dgta not available Tor breakdown hold harmless between urban

ocounties and the SMSA balance.
Source: US Department of Housing and Urban Development , Office of

Policy Developnent and Research, Office of Economic Affairs,
Econamic Development and public Finance Division.
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o Table 1-10 o
Percentage Distribution of cpBG Allocation by Type of Recipient

Fiscal Year and Formula
1977 Actual 1978 Actual 1980

Allocation Allocation Projected
Type of Recipient (1974 Formula  (Dual Formula  Allocation
and Hold ad Hold . (Dual .
Harmless) Harmless) Formula)
SMsA 8L.3% 8.9 81.3%
Metropolitan Cities (559) 61.9 63.5 62. 50
Central Cities (381) %.9 %.5 %.5
Non-Central Cities over
50,000 Population (178) 6.0 70 70
Remainder of SMSA 19.4 189 18.8
Urban Counties (Entitled)*** 10.6 125 12.0
SMsA Balance (Discretionary) 88 8.0 6.8

Non-SMSA (Discretionary) 187 17.5 18, THikdd

u.s. 100.0 1000 100.0

*

The $3.148 billion appropriation in fiscal year 1977 was distributed

*% on the basis of the 1974 single formula and hold harmless averages.
The $5 billion appropriation in fiscal year 1978 was distributed on
the basis of the dual formula and hold harmless averages. Hold harm-
less credit in fiscal year 1978 was equal 1O two-thirds of the excess
of the hold harmless amount over the basic dual formula amount.

*xk These are full formula (i.e., no hold harmless) amounts based on a
Brojected 1980 appropriation of $3.8 billion.

****  Data not available for breakdown of hold harmless between urban coun-
ties and the sMsA balance.

***%* The non-SMSA account falls below 20 percent because the SMSA balance
account includes a minimum set aside which is not divided on a 80-20
basis between the SMSA and non-SMSA account.

Source: U.S. Department of Housing and Urban Developnent , Office of Policy

Developnent and Research, Office of Economic Affairs, Economic
Development and Public Finance Division.
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_ Table 1-11 o
Average Per Capita Allocations for Quintiles
of Need in 483 Entitlement Cities

1974 Formula Dual Formula
Quintiles of Need*
Most Needy $37.59 $6.15
2 4.1 35.05
3 28 .92 30.39
4 5.5 2.3
14.86
Least Needy 20,31 14.86
Ratio
(most needy/least needy) 1.86 338

-Each quintile contains approximately one—Tifth of the population

in the 483 cities,

Source: U.S. Department of Housing and Development, Office of Policy
Development and Research, City Need and Community Developnent
Funding (1979), p. 0.
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CHAPTER II

PLANNED EXPENDITURES: NATIONAL
OBJECTIVES, BUDGETED ACTIVITIES,
AND PROGRAM PRIORITIES ‘

Introduction

This chapter describes how conmunities are planning to use their
funding allocations. Tt describes planned expenditures in relation to
the eight legislative objectives, SIX major budget line items con-
tained on program applications, and three major priority categories
established by the legislation: leow~ and moderate-income persons,
elimination of slums and blight, and urgent needs. 1/

Legislative Objectives

The Communi.ty Development Block Grant legislation 2/ lists eight
specific national. objectives:

(1) the elimination of slums and blight and the prevention of
blighting influences and the deterioration of property and neigh-

borhood and community facilities of importance to the welfare of
the coomunity, orincinally persons of low and moderate income:

(2) the elimination oOf conditions which are detrimental to
health, safety, and public welfare, through code enforcement,
demolition, interim rehabilitation assistance, and related activi~
ties:

(3) the conservatien and exmansion of the Nation's housing stock
In order to provide a decent heare and a suitable livina environ-~

H ment for all persons, but principally those of low and moderate
j.ncome;

1/ These three priority categories are often referred to as the
"three-pronged test” because all CDBG activities MLE be directed

to at least ocne of them.

2/ Title | of the Housing and Community Dewvelopment Act of 1974, as
amended, 4% USC. Section 5301 et seq.

O S S U U o



(4) the expansien and improvement of the quantity and quality of
community services, principally for perscns of low and moderate
income, which are essential for sound community development and
for the development of viable urban communities;

(5) amore rational utilization of land and other natural
resources and the better arrangement of residential, commercial,
industrial, recreational, and other needed activity centers;

(6) the redwction of the isolation of income groups within com-
munities and geographical areas and the promotion of an increase
in the diversitv and vitality of neighborhocds through the spatial
deconcentration of housing opportunities for persons of lower
income and the revitalization of deteriorating or deteriorated
neighborhoods to attract persons of higher income;

(7% the restoration and preservation of properties of special
value for historic, architectural, or aesthetic value; and

(8) the alleviation of physical and ecoromic distress through the
stimulation of private invéstment and community revitalization in
areag with population outmigration or a stagnating or declining
tax base.

May of these objectives overlap in intent, and mery of the activities
undertaken .by entitlement cities to achieve their goals affect several
objectives.

As the. following chart illustrates (Chart 11-1),the general pattern
for all four program years reveals the greatest concentration of funds
In activities related to the elimination of dlums and blight, followed
by land resource use, conservation and expansion of the housing stock,
improverment of community services, elimination of detrimental condi-
tions, and historic preservation.

Most changes in funding levels across program years have been rela-
tively small. The most noticeable changes in recent program years
reflect a decrease of about four percent in the proportion of funds
allocated for the eliminatien of slums and blight (44.3 percent to
38.8 percent) and an almost equivalent increase in funds allocated for
the conservation and expansion of the housing stock (18.8 percent to
2.2 percent).

Budoeted Activities

Communities My undertake a range of specific CDBG activities to
achieve statutory objectives. The overall pattern of budgeted

11-2
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Chart 1I-1
CDBG Legislative Objectives
Percent Funds Budgeted by Objective
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activities has been similar for all program years (Chart 11-2),
although some changes are evident in the most recent years.

As in earlier years, more than a third of the FY 78 block grant funds
was budgeted for public works and facilities. However, in FY 78, a
smaller percentage of funds was hudgeted for these activities than in
any of the three previous years.

Relocation, acquisition, and demolition activities accounted for about
oe fifth of the FY 78 funds. This represents a sizeable increase
over related FY 76 and FY 77 shares. Relocation and land acquisition,
in particular, have increased. Some of the FY 78 increases in these
activities resulted from changes in relocation regulations which
expanded eligibility for relocation payments.

About one sixth of the EY 78 funds were budgeted for rehabilitation.
This activity hes shown significant — though incremental -- increases
for each of the four program years.

The percentage budgeted for categorical. programs has declined signifi-
cantly am! at a rapid pace over the lift? of the CDBG program. In
EY 78, only three percent of the program funds were budgeted for cate-

gorical programs.

The percentage budgeted for administration increase slightly from
aporoximately 12 percent In FY 77 to 13.5 percent in FY 78. A great
deal of variation in administrative costs is evident among grantee
categories. Grantees that budget a large share of their funds for
administration generally have been larger entitlement communities.
Small. cities generally have budgeted a smaller share of their funds
for administration.

Public service activities rose from 5.4 wvercent of the total hudget in
Fy 77 to 7.2 percent in FY 78. This increase probably relates to the
phase out of Model Cities. Some grantees appear to have transferred
Model Cities service activities to the public services hudget line,

In effect, the budget line share for public services mav be increasing
while the activity level remains almost the same.

Description of Program Priorities

Although cities have considerable latitude in deciding what activities
they may pursue, which areas of their cities to upgrade or treat with
coBG funds, and who is to benefit from the program, local CDBG activi-
ties mLet give maximum feasible priarity to one of three program

areas. Local communities must certify in their CDBG applications that
planned activities: (1) benefit Low and moderate-income families; or

II-4

el BBl e esrmessstr o i s, e ity

STI- Er  re  BOA i iR o L et S - .+ S



-

Chart 11-2
Percentage Distribution of Funds by Budget Activity
U.S. Summary
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2) aid in the preservation or elimination of slums and blight; or

53; meet other community development needs having a particular urgency.
However, precise guidelines or administrative interpretations defining
these activities were not provided in the program's early years. As

a result, the validity of local priority certifications became of
increasing concern during 1976 and 1977. Certifications took on
different meaning in different cities and Area Offices.

To insure a more uniform interpretation of the legislation among all
Area Offices and cities participating in the program, the Department
issued Notice 77-10 on April 15, 1977. This Notice for the first time
Adefined which activities were considered to benefit low- and moderate-
income persons, aid in the prevention or elimination of slums and
blight, or meet urgent community development needs. In March 1978,
the Department followed this Notice with new regulations which made
the standard even clearer.,

Low- and Moderate-Income Benefit Level

Coincident with the provision of more precise gquidelines, the pro-
portion of program benefits directed tO Jow~ and moderate-income
persons has significantly increased, reversing the downward trend in
earlier program vears.

In the initial three years of the CDBG program, FY 75 tOo FY 77, bene-
fit to low- and moderate~income persons declined from 64 percent to 61
percent (Table II-1; Table 11-2). Taking the place of and accounting
for the decline in benefit to low- and moderate-income persons was a
general spreading of the program to many non low- and moderate-income
areas in the entitlement cities.

L -

During these years, the number of non low- and mxlerate-income census
tracts with activities funded with CDRG dollars increased from 720 to
1,206, a gain of 68 percent. The number of low- and moderate-income
tracts funded also iIncreased in this three-year period, but the magni-
tude of the gain wes not equal to the gain in the number of non low-

and moderate~income tracts receiving CDRG dollars. Specifically, the

| number of low- and moderate-income tracts funded increased from 831
tracts to 1,124 tracts, or a gain of 35 percent.

By 1978 , the downward trend wes reversed. The benefit to low- and
moderate~income persons went from a low of 61 percent in FY 77 to a
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Table 1I-1
Percentage Of Renefits tO Low-
and Moderate-Income Persons, In Sample Cities,*
FY 75 - FY 78

Percentage of Funds

Fiscal Year Benefiting Low- and
Moderate-Income Groups

1975 (147) 64%
1976 (147) 62%
1977 (1.46) 61%
" 1978 (146) 65%

*The numbers in Parentheses equal the number of cities contained in
the HUD sample of entitlement jurisdictions for that year.

Source: U.S. Department of Housing and Urban Development, Community
Planning and Development, Office of Evaluation, Sample Cities
Applications.

Table 11-2
Number of Low=- and Moderate-Income and Nen-
Low- and Moderate-Income Census Tracts Funded in Sample
Citieg* in The CDBG Program,
FY 75 - FY 78

Nuer of Tracts Funded

Low~ and Non-Low- and
Fiscal. Year Moderate-Income Moderate~Income
1975 (147) 831 720
1976 (147) 1107 1159
1977 (146) 1124 1206
" 1.978 (146) 1133 1195

The numbers IN parentneses equal the NUMDEr of cIties contained In
the sample of entitlement jurisdictims for that year.

Source: U. S. Denartment of Housing and Urban Develorment, Community

Planning and Development, Office of Evaluation, Sample Cities
Applications.
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high of 66 percent in FY 78. 3/ Low- and moderate-income tracts
being funded increased from 1,124 tracts in FY 77 to 1,133 tracts in
FY 78, while non-low- and moderate-income tracts funded declined from
1,206 to 1,195 (Table 1I-3),

Concurrent with the shift from more non-low- and moderate-income
tracts to more low- and moderate-income tracts, entitlement cities
also increased the dollars allocated to low- and moderate-income
census tracts and decreased the dollars allocated to non low- and
moderate—income tracts. An increase of over $7,000 per census tract
was evident in low- and moderate-income tracts between FY 77 and FY 78
while a decrease of over $10,000 per tract was recorded in the
non-low- and moderate-income tracts.

The trend toward increasing low- and moderate-income benefit
levels was also found in the Brookings study. !U.S. Department of
Housing and Urban Development, Targeting Community Development,
Interim Report . (Washington, D.C. - The Brookings Institution,
July 1979), Chapter 7: "Social Targeting."l According to the
study, the proportion of benefits to low- and moderate-income
persons has increased from 60 percent of the allowable dollars to
62 percent, Unlike the HUD analysis, however, the Brookings study
reports incremental increases in benefits to low- and moderate-
income persons in each program year. The difference between the
HUD and Brookings estimates are probably related to differing
analyses and methodologies. The Brookings analysis is based on 41
jurisdictions, the HUD analysis on 151 jurisdictions. The
Brookings analysis is based primarily on field data; the HUD
analysis supplements field data with census tract analysis.

Brookings concludes that the change actually began prior to the
issuance of the March 1978 regulations: "The increase in social
targeting over the four years appears to be the result of greater
emphasis by HUD on this goal. The field reports and data show
that in a few communities the increase of lower income benefits
started as early as the second program year with HUD pressure to
undertake activities yielding more benefits to lower income
groups. However, the broader impact of HUD appears to have come
during the third and fourth years of the program as the Harris-
Embry emphasis on social targeting, discussed in Chapter 2, began
to have some effect and the number of communities with lower
income benefits below the 50 percent level decreased signifi-
cantly." (Ibid., p. 7-15)
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Extent o which CDBG Furds are Benefiting

Persons in the taticnal Sample OF Entitlement Comunitiss
inFy 76, 77, and 78

JAWMRD Merderate= Inceme

Projects ad ACCIVITIES OF Benefit
1o Iow-Mod Families and Persons

Peroent

§
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Rehab Grants (100&% ) )
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P
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row- and Moderate—Income Benefits: Estimation Techniques

The Department’s method for measuring change in the level of benefits
to low- and moderate-incone persons from the CDBG program probably is
conservative. 4/ It underestimates the extent to which benefits are
being provided to amall nockets of low=- and moderate-income families,
narticulary in less distressed and smaller communities, and may some—
what underestimate the number of low~ and moderate-income areas.

When the percentages are adjusted to compensate for underreporting of
benefits in some less distressed and smaller communities, 2/ the
estimate of program benefits to lew- and moderate~income families
increases by four percentage points in FY 77 and two percentage ooints
inFY 78. Tn addition, most of the increase in social services and
rehahilitation loans in FY 78 probablv was directed at benefiting

low= and moderate-income families, If true, such expenditures would
raise the total estimate of program benefits to low~ and moderate-
income families v an additional 1.5 Percentage voints in FY 78.
Finally, if adiustments were made to reflect area changes (the conver-
sion of non low- and moderate-income tracts to low— and moderate-
Income tracts) , the percentage of CDBG funds would increase by four
vercent in FY 77 and three percent in FY 78.

At a minimum, low- and moderate-income benefits aoproached 51 percent
In FY 77 and 56 percent In ¥Y 78; at maximum, they aporoached &9
percent In FY 77 and 73 percent Iin FY 78.

Cities Budgeting More Than 75 Percent Low- and Moderate-Income Benefits

Reflecting HUD and local concerns, the number of oities budgeting more
than 75 percent of their CDBG program funds €or low- and moderate-
INcOme households increased by nearly half between FY 77 and FY 78

4/ The method €or calculating benefits to low- and moderate-income
versans includes only those census tracts where: a majority (more
than half of the families living in the tract) have incomes below
80 percent of the SMSA median family income; there are more than
$200 families; and the census tract is not a central business
Aistrict.

5/ 'These are communities which have populations of less than 110,000
and a considerable number with nooulations of less than 50,000 and
which have few, if any, low- an? Merate-income census tracts,

11-10
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Table 11-4). At the same time, the number »f cities budgeting less
than 50 vercent of their furds to benefit such families decreased

significantty. &/

Extent to which Program Benefits are Directed to the Prevention a

Elimination oF Slums and to Urgent Needs

The law requires that any funds not budgeted for activities which
benefit law-and moderate-inccme families mast aid In the prevention or
elimination of durs and blight or be designated tO meet other com-
munity development needs having a particular urgency. From EY 76
through ¥y 78, the funds were distributed among these latter cate-
gories as shown in Table 11-5.

The decrease in urgent needs activities is due to chang7es in the
regulations regarding what constitutes an urgent need; %/ the
decrease in elimination of slums and blight activities In former
categorical areas is die to the declining importance of such areas

6/ Of the 23 sample cities (in the sample of 151 cities subject to
analysis) budgeting less than 50 percent of their funds fo benefit

low- an? moderate-income families, three had been accepted with
reservation by the Area Offices; four were in the process of
undertaking swecial surveys to determine the income levels of the
versons and families henefitting from the program, Six had sub-
mitted documentation to the Area Offices indicating that their
programs were focused on amaller pockets of low-and moderate-
income families within larger areas of higher income; me wes a
community with CDBG funds oriented toward meeting community
development needs of a particular urgency; and nine had budgeted a
majority or a substantial vortion of their funds to eliminating
slums and blight by continuing CDBG activities in their urban
renewal areas.

1/ Section 570.302(f) of the requlations includes a change which

specifies that urgent needs "...are projects which the applicant
certifies and the Secretary determines are designed to alleiviate
a serious and immediate threat to the health or welfare of the
community which is of recent origin lemphasis addedl where the
applicant is unable to finance the projects on its owm..."!24 CFR
Section 570,302 (f)1"
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Table II~4
Percent and Number of Sample Cities Budgeting
CDBG Furris to Benefit Low- and Moderate-Income Families

Percent

Budgeted for

Low—- and Mod-

erate Income Cities in¥y 77 Cities in FY 79

FamiLles Numer Percent Number Percent

less than 50% 53 35 3% 46 31.3%
50-59% 24 16.0% 22 15.0%
60-69% 28 18.7% 25 17.0%
70-74% 1.7 11.3% 30 6.8/
75-799 7 4. 14 9.5%
80-89% 16 10.7% 18 12.2%
90+% Or more 5 2.3% 12 8.2%

Total 150 100 .0% 147 100.0%

Source: US. Department of Housing and Urban Development, Communitv
Planmning and Development, OFfice of Evaluation, Sample Cities
Acplications,

Table II-5
Percent of Funds Budgeted €0r Prevention
or Elimination of Slums and Blight or
Urgent Needs

. Fiscal Year

Activity FY 75 FY /7 FY 78
Urgent Needs 5.39% 3.94% 0.27%
Elimination of Slums and

Blight (former categorical

areas) 10.37% 10.8% 7.07%
Preservation/Elimination

of Slums and Blight

(Other Areas) 22 .22% 24.09% 26.72%

Source: US. Department of Housing and Urban Development, Community

Planning and Develomment, Office of Evaluation, Sample Cities
Apolications,
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within the ¢pBG program in general, and the increase in funds for
eliminating slums and blight in other areas is caused primarily by an
increase in housing rehabilitation and public services activities in
these areas.

Impact of the Block Grant Program—Early Estimates

Because of the complex methodological problems outlined in the intro-
duction to this report, it is not yet possible to define or measure
precisely the aggregate impact of the CDBG program. Tt is possible
however, to approximate the probable effect of the program in some kev
areas of statutory concern.

Housing

Since the inceptim of the program, approximately $3.5 billion of ¢pec

furds have been allocated by recipients to rehabilatation (Table 11-6).

If the national average of $6,000 per unit (rehabilitation costs) were

applied to the total rehabilitation dollars, the gro§37 number of units
2.

rehabilitated by CDBG funds would awproach 129,24 Of this
total, 73,050 units would be in central cities and 33,563 units In

suburban areas.

Employment

The CDBG program creates close to 300,000 jobs yearly (Table 11-6).
Owver ore half of these jobs are in central- cities and about 52,300 are
in suburban areas. Nearly 50,000 person years of employment were
created for minority employees.

CDBG jobs paid nearly $3.7 billion in wages. Of this total, close to
$2 billion went to employes in central cities.

Figcal

COBG funds provide an immediate or flexible source of income to
recipients. Present #uD studies clearly indicate that the ¢pee form-
ula allecates more moey to distressed cities than to more affluent
cities (Table1r-7)., As relevant analyses suggest, the CDBG formula
correlates well. with cities experiencing a slow growth in their tax
base. Correlations also exist with respect to per capita levels of
income, property values and retail sales (Table 1T-8).

8/ This total does not reflect rehabilitation activity induced by
CDBG expenditures.
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Table 11-6
Urban Impacts of CDBG FY 1978
Direct
Expenditures
Housing Amount Output Employment Earnings
Units Affected* Millions Percent Millions Thousands Millions
Central Cities 73,050 $1,924.9 56.5% $3,792.0 179.1 $2,085.6
Suburbs 33,563 844 2.0 1,742.3 82.3 958.2
Non—metropolitan 22,629 596.3 17.5 1,174.7 55.5 646.1
+ Total 129,242 3,405.6%%  100.0 6,709.0 316.9 3,689.9

Figures were calculated by taking the national percentage of FY 78 CDBG funds going to rehabili-

tation (22.77%) and applying a $6,000 per unit figure for average rehabilitation costs.
** Excludes Secretary®s Fund.

Source: U. S Department of Housing and Urban Development, Community Planning and Development,
Office of Evaluation.
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i ~_ Table 11-7 i i
Per Capita Distribution of Federal Aid Relative to

Fiscal Need Program for 38 Large Cities

CETA
General Antirecession Title 11 Title VI
) Revenue Fiscal (Public  (Public
Fiscal Need Number CDBG _ Sharing to Assistance to Title 1  Service Service Local
of (Projected City Govern- City Govern- (Block Employ- Employ- Public
Cities 1980) ment ment Grant ment)  ment) Works
High 10 $4.11 $28.29 $9.65 $11.70  $2.05 $8.75 $42.03
Medium 18 37.93 21.74 6.54 10.38 2.19 8.43 31.25
Low 10 24.14 14.33 3.13 7.87 1.% 9.00 24.9%

All Cltles

ongress, House Commi e ,
Clty Need and the Responsiveness of Federal Grants Programs, 95th Congress 2nd Sess. (Washington,
DC: GPO, 1978), pp. 58, 62, 70 and 74.
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Table 11-8
Correlations Between Dual Formula Allocations and Indicators
of Fiscal Capacity and Tax Effort

Dual Formula
Allocations
Indicators (Projected 1980)

Fiscal Capacity™*
Per Capita Level

1. Income, 1974 -.40
2. Market Value of Property, 1972 -.30
3. Retail Sales, 1976 -.49
Annual Rate of Change in
4. Assessed Value, 1970-75 -,68
5. Assessed Value, 1960-70 -.78
6. Total Income, 1970-75 ~.60
7. Total Income, 1960-70 -.65
Percent Change in
. Retail Sales, 1972-76 -.51
9. Wholesale Sales, 1967-72 -.60
10. Service Receipts, 1967-72 -.49
11. Net Change in Per Capita
Income, 1969-74 -.49
Tax Effort
Level
12. Per Capita Noneducation Taxes, 1976 .33
13. Noneducation Tax Effort** A1
Trend
14. Change in Per Capita Noneducation
Taxes, 1972-76 .18
15. Change in Per Capita Total Taxes 4
16. Change in Total Tax Effort, 1970-76%%* .07

Variables 1, 9, 10, and 11 to 13 are based on 483 metropolitan
cities and variables 2 to 8 and 14 to 16, 83 large central cities.
Sources of the central city data were Advisory Commission on
N Intergovernmental Relations (ACIR), Trends in Metropolitan
America (Washington, D.C.:  February, 1977), M-108; and Seymour
Sachs, "'Trends in Large City Characteristics, "“unpublished paper,
Syracuse University Economics Department, 1978.
Noneducation taxes (1976) are expressed as a percentage
Tk respectively, of income (1974).
T 1970 and 1976 total taxes are expressed as percentages of 1969

and 1974 income.

Source: U.S. Department of Housing and Urban Development, Policy
Development and Research City Need and Community Development.
Funding (Washington, 1979), pp. 223, 225, 243 and 246.

II-16

i Lo ediiaiag, . R - 15 R Tt R e - A s ; . PO 1.7 IO T e NG T~ SN | o




PART 11X

PROGRESS TOWARD PROGRAM OBJECTIVES

111 Defining Cammmity Plans and Strategies

CHAPTER IV Measuring Progress Toward Plans and
Strategies: An Analysis of Expenditure
Rates

CHAPTER V Measuring Progress Toward Plans and
Strategies: An Analysis of Implementation
Schedules, Impact, and Levels oOf Satisfaction
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CHAPTIER ||P

DEFINING COMMUNITY PLANS
AND STRATHEGIES

| ntroduction

This chapter defines the plans and strategies entitlement cities are
pursuing to achieve legislative objectives. CpeG strategies ware
classified into five major categories: neighhorhood preservation;
neighborhood redevelopment; mixed neighborhood preservation ant?
redevelopnent; general development; and economic development. Subse-
quently, CDBG funds budgeted by grantees were allocated to each
category in order to define and analyze planned expenditure patterns
initiated by grantees. The Chapter also describes assisted housing
assistance plans.

General. Discussion

The predominant strategy type in terms of planned expenditures in the
fourth program year is neighborhood preservation, follewed, in order,
by ecoromic development, neighborhood redevelomment, general develop-
ment, and mixed neighborhood preservation and redevelopnent. Between
the first and current program years, neighborhood preservation has
increased its share of planned expenditures from 21.2 percent to 42,2
percent; neighborhood redevelomment has declined from 28.3 percent. to
15.8 percent: general development has declined from 234 percent to
15.4 percent: mixed neighborhood preservation has remained constant at
ahbout 10 percent; and economic development has remained fairly stahle
at about 16.0 percent (Chart 111-1).

In their housing assistance plans, most cities established three~vear
housing goals that met or exceeded 15 percent of need and showed a
relatively close proportional relationship to identified needs.
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Chart III-1
Percentage CDBG Funds Budgeted
By Dominant Strategies At The Census Tract Level
1975 - 1978

197
1978

PRESERVATION |

F

REDEVELOPHENT |EEEEEEEEEAR. 4

ECONOMIC DEVT .|

TOTAL |

10 30 50 10 0
PERCENTAGE
Source: US. Department of Housing and Urban Development,

Community Planning and Development, Office of
Evaluation, Sample Cities Applications.
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Neighborhood Preservation 1/

Neighborhood oreservation hes goawn steadily over the life of the CDRG
program to the point that it now represents the dominant strategy. .
Between 1975 and 1978, the number of cities placing preservation as
their main objective increased by over 50 percent. In 3975, the ini-
tial year of the CpBG program, 43 or 28.7 percent of the 150 cities in
the study sample had a majority of funds going into neighborhood
preservation, By 1978, the fourth year of the program, the number
increased to 65 ar 4.2 percent of the 147 sample cities. Not only
had there been a substantial increase, but by 1978 preservation was:
the dominant strategy in the program. Naoe of the other strategies
rivaled preservation. In fact, only one other strategv captured more
than 20 percent of the cities (Table III-1).

Popularity

The popularity and substantial growth of neighborhood preservation
results from several factors. First, preservation as an approach to
urban revitalization has gained credibility among local officials over
the years as a viable and productive strategy. Unlike many other
approaches, it does not clear large areas of the city. It works with
existing housing and as a result, results In less physical disruption.
Rebuilding occurs quickly.

Preservation IS also a strategy, accordingly to local ¢p staff, that
can be turned off and on with relative ease. That is, communities can
undertake this program incrementally. |1f, for some reason, they Lose
their CDBG funds in future years, as many lost their Neighborhood
Development Program (NDP) funds in 1975, they will be able to rela-
tively easily restructure local. efforts and conclude local projects.

Preservation is also popular with neighborhood residents. It provides
tangible benefits, often in the form of rehabilitation loans and grants
and visible physical improvements in the neighborhoods. Rarely are
there onerous aspects to the program. Code enforcement is voluntary

TS 71 8 AU

1/ This strategy is an implementation of the first, third, and
seventh legislative objectives, which respectively are: elimina-
tion of slums and blight; conservation and expansion of the hous-
ing stock: and historic preservation. It is aimed at preserving
the basic character of a residential area, often In conjunction
with activities to develop the streets, curbs and gutters, trees
and street furniture, water and sewer lines, open sSpace, neighbor-
hood facilities, and other services. %hile some clearance and
rebuilding of structures may occur, it is limited in scope.
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Table 111-1
Number And Percent Of Entitlement Communities

: Budgeting the Majority of ltem Funds for
; One Strategy, 1975 = 1978

Strategy Number Percent Number Percent Number Percent Number Percent
Heavy Preservation* 14 9.33 15 10.49 13 8.84 13 8.84
; Moderate Preservation* 9 6.00 4 2.80 9 6.12 12 8.16
‘
i Light Preservation** 2 1.33 4 2.80 7 4.76 4 2.72
L Very Light

Preservation*** 5 3.33 5 3.50 5 3.40 10 6.80

Other Preservation 13 8.67 17 11.89 25 17.00 26 17.69

| H Total Preservation 43 28.67 45 31.47 59 40.14 65 44.22
H
|
| ~ Redevelopment 46 30.67 35 24.48 27 18.37 19 12.93
|
i Redevelopment/
§ Preservation 6 4.00 7 4.90 7 4.76 9 6.12
v General Development 21 14.00 12 8.39 17 11.56 11 7.48
o
) Economic Development 13 8.67 20 13.99 14 9.52 11 7.48
| Mixed Strategy
(Other) 21 14.00 24 16.78 23 15.65 32 21.77
TOTAL 150 100.00 143 100.00 147 100.00 147 180.00

4

*k Funding of rehabilitation represents at least 50% of total area funding.

Funding of rehabilitation represents at least 25% but less than 50% of area funding.
Funding of rehabilitation represents at least 10% but less than 25% of area funding.
Funding of rehabilitation represents less than 10% of area funding.

k%
*hkk

Source: U.S. Department of Housing and Urban Development, Community Planning and Development, Office of
Evaluation,. Sample Cities Applications-




in most localities and hemmers are almost never faced with the
choice that confronted them under the urban renewal programs of either
rehabilitating their homes or having them acquired through condemnation
proceedings. . - ~ :

A vidi de lRange Qf WNeigioorkoed Reessrvaiion SikategEes

Although preservation is the dominant theme in the CDBG program, it is
neither used in a totally uniform manner nor in totally undifferenti-
ated patterns throughout communities. Cities have developed a wide
array of neighborhood preservation programs.

some focus heavily on rehabilitating housing units while providing
less assistance for upgrading streets, parks, and playgrounds. Others
have the opposite focus, emphasizing improvements to curbs, gqutters,
and streets and offering less support for housing rehabilitation
(Table 111~2).

The most Popular neighborhood preservation strategy--in fact, the
second most widely used strategy in the «7BG program—is to focus
almost exclusively on rehabilitating the housing units while paying
only marginal attention to the conditions of streets and other needs
in the area. This strategy is used in ocne-~fifth of all the subareas
(census tracts) in the CDBG program, making it among the single most
frequently used community development strategy (Table ITI-3) .

The least frequently used neighborhood preservation strateqy IS char-
acterized by heavy public works and limited publicly funded housing
rehabilitation. This strategy often is pursued in order to leverage
private investment by providing improved infrastructure (Table 111-3).

Bethlehem, Pennsylvania, offers an illustration of this suhstrateqy.
In ene of its target areas, the prime effort is aimed at street
resurfacing and curbing combined with a campaign to encourage private
; investment in home improvements. wWhile some loans and grants are

| available, the amount is swall.
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TABLE 111-2
Type of Preservation Strategy
Dollars Allocated to Each CDBG Activity, 1975 - 1978

Public Facilities ROW % OF
Rehab Redevelop. Works Services Total Total
Strategy $(000,000) $(000,000) $(000,000) $(000.000) $(000,000) $(000,000)
Moderate Preservation*  140.20 9.90 23.10 22.10 195.30 35.20
row percent 71.79 5.07 11.83 11.32 100.00
moderate preservation™ 57.50 6.80 41.70 48.30 154.30 27.81
row percent 37.27 4,41 27.03 31.30 100.00
light preservation™ 20.30 2.80 46.30 47.50 117.00 21.08
row percent 17.35 2.39 39.57 40.60 100.00
Very light preservagon 4.70 .60 37.40 45.50 88.20 15.90
k%
row percent 5.33 .68 42.40 51.59 100.00
Total 222.70 20.10 148.50 163.40 554.80

Funding OF rehabilitation represents at least 50% of total area funding.
Funding of rehabilitation represents at least 25% but less than 50% of area
%% funding.

Funding of rehabilitation represents at least 10%but less than 25% of area
%% Funding.
Funding of rehabilitation represents less than 10% of area funding.

*
*%

Source: US. Department of Housing and Urban Development, Community Planning and
Development, Office of Evaluation, Sample Cities Applications.
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TABLE 111-3
Percent of Total Dollars Budgeted to Each Strategy,
Percent of Census Tracts Budgeted for Each Strategy,
and Average Dollars Budgeted Per Census Tract
by Census Tract Strategy, 1975 - 1978

STRATEGY TOTAL % OF TOTAL  CENSUS TRACTS Z OF TOTAL AVERAGE $
Heav

Pregervation* 195,237,043 13.57 2,324 20.44 84,009.06
Moderate

Preservation** 154,487,603 10.73 1,195 10.51 129,278.33
Light

Preservation*** 116,930,754 8.12 762 6.70 153,452.44
Very Light

?res?rvation**** 88,107,591 6.12 359 3.15 245,425.05

ota

Preservation 554,762,991 38.56 4,640 40.81 119,560.99
Redevelopment 347,980,611 24.18 1,229 10.81 283,141.27
Mixed 143,012,734 9.94 724 6.36 197,531.40
General

DeveImeent 140,041,381 9.73 1,982 17.43 70,656.60
Economic

Development 252,835,768 17.57 2,794 24.57 90,492.40
Jotal 1,438,633,485 100.0% 100.0% 126.540.02

11,369
Funding of rehabrlrtation represents at least oU% of total area ftunding.

** Funding of rehabilitation represents at least 25% but less than 50% of area
4%« Funding .
Funding of rehabilitation represents at least 10k but less than 25% of area
funding .

*%%% Funding of rehabilitation represents less than 10% of area funding.

Source: US. Department of Housing and Urban Development, Community Planning and
Development, Office of Evaluation, Sample Cities Applications.

Note: Over the four year period (1975-1978) many census tracts received funds in more
than one year. To compute the correct "‘average'™, each time a tract was funded it
was necessary to count it as a distinct census tract. As a result, the census
tract count obtained by dividing Total Dollars by the Average Annual Dollars per
Census Tract incorporate the double counting of tracts funded more than one year
and reflects the number of times a census tract has implemented a particular
strategy over the four years, e.g., of the 2,324 tracts funded for Heavy Preser-
vation, 883 tracts were funded 1 year, 393 tracts were funded two years, 185
tracts were funded three years, and 25 tracts were funded four years.
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Types OF Areas:  Distress/Income 2/

Just as cities utilize different varieties of the preservation
approach, also use preservation in certain types of aress. Most,
given limited funds, feel that preservation s not appropriate in
Intensively depressed areas ar areas occupied exclusively by law- ad
moderate~incame households (Table 111-4).

As a result, although slightly over half of the preservation dollars
go Into low- and mederate~income areas, the dollar amount IS somewhat
lawer than the national average of total CDEG dollars going into low-

and moderate-incane areas. In addition, when housing rehabilitation
(as opposed to public Improvements) IS mors highly emphasized iIn
preservation, r CDBG dollars g0 o lon— ad mederate-inccme

areas. According t comments from local officials, in these lov- ad
moderate-incane areas, loans are difficult to finance, homecwnership
tends 1O be low, and the amount of resources necessary to meet
reasonable rehabilitation objectives Is often excessive.

Neighborheod Redevelopnent ad Rebuilding 3/
As indicated earlier, redevelopnent ar neighborhood clearance and

rebuilding, is the objective that hes experienced the sharpest decline
ameng the cities (Table 111-2).  In 1975, 46 cities allocated the

2/ Subareas (census tracts) were characterized along two dimensions—-
Dwhether ar not they were lon- and mederate-inccme areas, and
(2) the gsgree to which they were distressed. Tracts are defined
as low- mederate~incame” areas If half the families have median
Incomes celaw 80 percent of the sMsA mediam family income level.
Tracts are considered distressed if they fall into the tottem 30
rcent of all tracts, using percent families iIn poverty, percent
sing constructed before 1939, percent renter occupied, ad
median family income as indicators of distress. The exact formula
for categorizing census tracts by level of distress is given in

the Appendix.

3/ This stra ,.an_ Inplepentation of the first legislative cbjsc-
tive, the elimination of dums and blight, 1Is deSigned to clear
ad rebuild substantial portions of a Sum ad blighted residen-
tial area. It f;ﬂuently involves extensive rebuilding of the
infrastructure, may include the developnent of ad
neighborhead facilities ad services. Housing rehabilitation IS
erther non-existent a quite limited.
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Table I1I-L

Distritution OF DG Strategies By

Income Level OF Census Tract, 1975 = 1978

Strategy Low/Mod  Non-Low/Mod Total
Heavy Preservatim 113,998,967 81,238,036 195, 237,003
Row Percent 58 42 100%
Modarate Preservatim 84,300,750 70,186,853 154 487 603
Row Percent 55 45 100%
Light Preservation 70,838,787 46,091,967 116,930,754
Row Percent 61 39 100%
Very Light Preservatim 58,762,696 29 344,895 88,107,591
Row Percent 68 32 100%
Totdl Preservatim 327,901,200 226,861,751 554,762,951
Row Percent 99 41 100%
Redevelopment 249,321,719 98,658,892 347,980 611
Raw Percent 72 28 100%
Mixed 85,457 133 57,555,601 143,012,734
Row Percent 60 40 100%
General Development 52,944,470 87,096 911 140,041,381
Row Percent 38 62 100%
Economic Develogment 178,979,089 73,856,679 252,835,768
Row Percent 71 2 100%

Total 894,603,611 514 029 834 1,438 533 445

.27,

Source: U.S. Department of Housing and Urban Development, Community
Planning and Development, Office of Evaluation, Sample Cities

Applications.




majority of their activities to redevelopment and redevelorment WaS
oe of the predominant CDBG activities. Since then, it has gone down
precipitously. By 1978, only 19 cities devoted the bulk of their CDBG
furnds to redevelorment.

Decline

The decline in redevelopment is part of a long-term trend. Relocation
problems have mece it difficult to generate clearance and redevelop-
ment projects. Competing COBG priorities comhined with the absence of
Jong term financing have also caused grantees to limit new renewal
starts.

St. Louis exemplifies a city that hes mowd away from redevelopment
and toward preservation. Both prior to and during the initial vear of
CDBG, St. Louis emphasized redevelopent. Quite a few vacant struc-
tures were demolished. Many of these were solid, brick structures
which are expensive to duplicate. As a result of this loss, the city
took a long hard look at I1ts policies and decided to shift its program.
It now saves these structures through preservation,

Portamouth, on the other hand, has not mowed away from redevelopent.
Unlike st. Louis, most of the older structures in the city were not

solidly built, were rather dilapidated, and carried little historical
significance. The city has felt that redevelopment Wss the route to
ecomomic revival and sought cleared land for industrial development.
According to a recent case study:

"This redevelopment strategy is a result of limited availability
of land suitable for residential and commercial developnent, the
age and deteriorating condition of the city's housing stock and
the city's need to increase its tax base.” 4/

Types of Strateqies

Redevelopment has been used heavily in former categorical. areas (Table
111-5). well over half of all CDBRG funds for renewal have flowed into
these areas. This reflects, in part, a continuation of the pre-CDBG

urban renewal programs.

4/ 'Portsmouth, Virginia — Impact of the 1978 HUD Regulationsg”,
Westat, Inc. 1979,
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Table 111-5

Distribution OFf Funds Budgeted For Each Objective
By Categorical Classification of Census Tract
(Total Dollars Budgeted, 1975 - 1978)

Categorical Classification

Objective Model Cities . UR/NDP/MC Non-Categorical Total

Heavy Preservation** 20,024,700 49,633,177 125,579,126 195,237,003
Row Pct 10.3 254 64.3 100.0

Moderate Preservation*** 18,737,798 43,262,241 92,487,564 154,487,603
Row Pct 12.1 28.0 ' 59.9 100.0

Light Preservation#¥¥# 13,827,677 31,901,826 71,201,251 116,930,754
Row Pct 11.8 27.3 60.9 100.0

Kok

Very Light Preservation 15,942,300 23,641,335 49,423,956 83,107,591
Row Pct 17.1 26.8 56.1 100.0

Total Preservation 67,632,475 148,438,579 339,691,897 554,762,951
Row Pct 17.1 26.8 56.1 100.0

Redevelopment 11,980,318 220,735,018 115,265,275 347,980,611
Row Pct 3.4 63.4 33.1 100.0

Mixed 6,348,108 61,493,381 75,171,245 143,012,734
Row Pct 4.4 43,0 52.6 100.0

General Development 15,147,663 17,435,834 107,457,884 140,041,381
Row Pct 10.8 12,5 76.7 100.,0

Economic Development 11,051,468 156,226,880 85,557,420 252,835,768
Row Pct 4.4 61.8 33.8 100.0
Total 112,160,032 604,329,692 722,143,721 1,439,633,445

5 7.8 42.0 50,2 100.0

ok Urban Renewal, Nerghborhood Development Program. Model Cities.

Kk
funding.

*%%% Funding of rehabilitation represents at least 10%but less than

funding .

#%%%% Funding of rehabilitation represents less than 10%of area funding.

Funding of rehabilitation represents at least 50%of total area
Funding of rehabilitation represents at least 25%but less than

funding.
50%of area

25% of area

Source: U.S. Department of Housing and Urban Development, Community Planning and

Development, Office of Evaluation,
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While most OF the redevelopment activity is lodged In former categor-
ical areas, the trend over-the past four years Is tovard a spreadqu
out 0 areas that were not gart of former categorical prograns (Table
II11-6), For example, in 1975, only 28 percent of the redevelopnent
dollars went INto ron-categorical areas. By 1978, that percentage
Increased O 455 percent.  Thus, although reduced in terms of_impor-
tance, the redevelopnent stra IS being usad In a wider variety of
areas on a smaller, more limited besis.

At present, cities amploy redevelogment in loaer-incame areas (Table
1II-4), Almost 75 percent of all redevelopnent activity s located in
lov- and moderate-incare tracts.  This reflects a strategy of acquisi-
tion, clearance, and demolition In the worst aress. oilitation is
difficult In these areas because they have the most deteriorated
structures.

Mixed Preservation and Redevelorment 3/

The mixed st is the least usad of the five strategies. In 1975,
Six_cities, ar_four percent of the 150 cities, had a majority of funds
assigned to this strategy. This figure increased slightly by 1978
with nine cities ar 6.1 percent of cities directing most of their
funds to the mixed strategy (Table1rz-1), Similarly, for all cities,

less of dominant_strategy, only a small proportion of total cpBG
dol'lars are being put Into this agproach, Nationally, the amount has
remained close 1© 10 percent for four-year tenure of the program
(Chart III-1),

5/ The Mixed Neighborhood Pregervaticn/Redevelopment Strategy combines
=4 the el rborhggodpreservati_m ; rqé%hEdwim %e redevelopnent
veaﬁg ch to aid In the revitalization of urban areas. In areas

re it is pursued, the less deteriorated structures are improved
mrou?w 1litation while significantly deteriorated structures
are cleared and the sites prepared for rebuilding. As with the
parent strategies—e ighborhood preservation ad develgpnent—the
mixed strategy frequently complements the core activities with
improvenents  the infrastructure, including streets, curbs, and
recreational facilities.
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Percentage of &Jdg%btle% pe Dol
I 0 Redevelomment ars
Going Into Categorical ad Non-Categorical Areas

1975-1978
Year
Area 1975 1976 1977 19/8
Non-Categorical 28.0 2.5 A3 4.5
Ca rical 720 0.5 6.7 AS
P/MC* 68.7 68.2 61.5 2.0
x M Aloe % 23 42 45
enewal, de1gnoor: rogram, #cdel CITIES.
Source: US. Department of Housing ad Urban Developnent, Community
Planning_and Developnent, Office of Evaluation, Sample Cities
Applications.

Characteristics of the Mixed Strategy

As expected, the mixed&eservagion/redevelomeqt stra follows a
r;:dddle colﬂg)sr‘?md bemeenredevel experiences of the n1ej:ghbo preservation
nel opment stra%ies. With respect t© 1
1o low-ganql moderate-incare areas (Table 1114), the mixed stra 9

does not direct as high a percentage of its funds © low- ad
moderate-inme areas as does the redevelopnent strategy (60 percent
comparad 10 72 percent), but rt directs a higher percentage t0

Low= and moderate-incame areas than does the preservation strategy (60
percent versus 54 peroent).  Likewise, it directs a higher percentage
of funds t© noncategorical areas than does redevelopnefit (5?6 percent
compared 10 33.1 percent) but it directs a lower per of funds
1o noncategorical neighborhoods than does preservation (Table 111-5).

The value of the mixed strategy lies in permitting a strategic transi-
tion frem_preservation to redevelopnent ar fran redevel ©
preservation. In addition, some areas include equal numbers of
structures that require one ar the other gpproach.  In_these areas the
mixed effort s appropriate to the diversity of conditions.




General Develcoment 6/

In all, 21 cities (or 14 percent) devoted the majority of their funds
to general developnent in the first year of the program (Table III-2),
While this appears law, it actually translates into almost a quarter
of all the dollars budgeted for that year (Chart II1I-1). Although few
cities viewed general development as a major objective, many cities
apparently took advantage of it. In 1975, the general develogment
strategy consumed 234 percent of CDBG expenditures and accounted for
moe census tracts than any of the other four objectives except neigh-
borhood preservation (Table I1I-7).

Table 111-7
Number of Census Tracts
Budgeted in Each Strategy, 1975

Number OT Census

Strateqy Tracts Buddeted, 1975
Preservation 541
Redeve lopment 375
Mixed 147
General Development 493
Economic Development 331

Source: U,S., Department of Housing and Urban Development, Community
Planning and Development, Office of Evaluation, Sample Cities
Applications.

6/ This strategy, aimed primarily at the fifth and part of the first
legislative 0bjective consists of two parts: (1)a strategy of
limited activities in residential areas which frequently are
either fairly stable or so deteriorated that some kind of emer-
genc?/ interim assistance is required, No housing rehabilitation
or clearance and rebuilding activities are involved; (2) a stra-
tegy intended to provide services Or rehablitation loans/qrants to
a particular target group, such as the elderly or low- income
families, regardless of where they live ok work or to provide
activities which benefit all people in the city, such as a seawall
or drainage basin.

ITI-14
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Decline

General development hes been and continues to be popular among some
cities. It hes allowed city councils to 10 emergency repairs,
one-time requests, ad nurerous other demands. Cities such as
Birmingham ad Los Angeles, with %lad problems pressures from
many quarters, have readily used general development gpproach.

Table 1118 _
dumber OF Census Tracts ad City-Wide Programs
With Gereral Development Strategy, 1975-1978

1975 1976 1977 1978
Census Tracts 493 467 537 334

' 67
e e O FOBINg ad Ve DeveTosent oy
Planning ad Developnent, Office of Evaluation, Sample Cities
applications.

Since 1975, honever, the IS on general development has declined
(Table 111-1), 1In 1978, only 11 cities (compared 1O the 21 in 1975)
hed general development as Ir dominant strategy. The reason for
the reduction lies in large part in the changing emphasis and develop-
ment of the czG legislation.

In contrast 1O 1975, when city-wide and iIsolated development were
considered among the themes of the program, the current emphasis IS
directed more tonards concentrating several activities iIn needy
aress. According to the Department”s Notice t the Field of April
1977, "activities OF general benefit such as streets and park
improvements must Serve areas a majority of whose residents are lower
ircome." Also_reflective of this emphasis Is the 1977 draft
regulations which stated:

"it 1S HUD policy to encourage the use of block grant funds
In a concentrated manner iIn order 1 produce substantial
long-term improvement in the community.” 7/

7/ '"Camunity Development Block Grant Eligible Activities," Federal
Register, Part 111, October 25, 1977.
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Table 111-9 dons general development benefits to low- moderate-incame
census tracts from 1975 to 1978.

Table 111-9
Percentage of General Developnent Dollars
Budgeted, Benefiting Low- and Moderate-Income Census Tracts, 1975-1978

19/5 19/6 1977 19/6
Low- and Moderate- 415 P5 A5 437
Income Census Tracts
Non-Low- and B5 67.5 6.5 %.3

Moderate-Incane

Census Tracts _ _

Source: US. Department of Husing and Urban Developnent, Community
Planning_and Development, Office of Evaluation, Sample Cities
Applications.

Economic Development 8/

—

Until 1977 the Ie%islation did not single out economic developnent as
a separate, specific statutory objective. Rather it was part of the
primary objective of this legislation and many of the eligible activi-
ties could be used to pursue economic developnent options.

Al'though economic development accounted for almost 17 percent of all
budgeted cpBG funds in 1975 (Chart1ii-1), only a handful of
recul)lents, 13 out of 150, allocated top priority to economic
developnent with respect to planned activities in that year (Table
III-1).

8/ A strategy related to_the eighth and newest legislative objective,
economic development IS aimed at developing thé city"s economic

base, providing retail services in low- and moderate-income neigh—
borhoods, or creating or retaining jobs, particularly for those of
low— and moderate—income. It involves activities in the central
business district, or other industrial/commercial/wholesale areas
or may occur iIn a residential area as part of a neighborhood
commercial enclave.
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Several reasons contributed to this low priority that was given to
economic developnent in the early years of the program. Among them
are: (Dcomplexities associated with economic development projects;
(2) conmpeting CDBG priorities; and (3) perceptions concerning statu-
tory priorities among local officials.

Because of limited funds, and the conflict between the high cost of

econcmic development and the need for economic development, cities are

putting their economic developnent dollars into the less expensive

neighborhood commercial and non-CDBG commercial projects (Table |
II1-10) « In the first three years of the program, neighborhood !
commercial projects consumed, for the most part, roughly 50 percent of

the econcmic developnent dollars. Tre fourth year, 1978, saw the |
percentage increase to 64.2 percent.

The move angy from larger or moe extensive economic development
strategies is also registered in the types of areas where economic
developnent activity IS now being programned by recipients. Initi-
ally, over 70 percent of the econOmiC development areas were in former
categorical %rglgram areas, many of which were central business
districts. IS percentage declined to slightly over 50 percent by
1978, reflecting a shift again to neighborhood commercial projects
(Table 111-11)

Table I11-10

Percentage of Economic Develomment Dollars Budgeted Going )
Into CBD, Industrial Develomment, and Neighborhood Cammercial Projects

Year

Type of Economic

Deve lopment 1975 1976 1977 1978
CBD 25,2 40.1 4.1 2.7
Neighborhood

Cannercial 574 201 2.0 4.2
Industrial

Devel 17,4 10,7 .9 8.1

Source: U.S. Department of Housing and Uroan Development, Community
Planning and Development, Office of Evaluation, Sample Cities
Applications.

:
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low- and moderate-income Tamilies. 9/ Even though a number of them
had active housing assistance ar planning programs underway, plans
generally were not as comprehensive as contemplated by the CDBG legis-
lation. As a consequence, some cities have encountered difficulties,
both technical and policy-~related, In deciding how much housing
assistance to provide and where within the locality assisted units
should be located.

Inadequate data, inexperience, inability to influence key actors in
the housing development process, and local contention over the level
of effort and the location for assisted housing have impeded local
progress in meeting housing planning objectives. The first two
factors have been easier to overcome than others.

The following sections discuss the cities” plans for assisted busing
in terms OF their proposed overall goals, proposed unit types in
proportion to different kinds of needs, and proposed locations to
achieve maximum deconcentration,

Setting Realistic Goals

Under the law, localities are responsible for developin%)housing
assistance plans which specify "realistic annual goals for the number
of dwelling units ar persons to be assisted." While some have experi-
enced difficulties in defining "realistic goals" due to inexperience
and local resistance to the provision of assistance to law income
persons, the majority of communities have defined goals which appear
related to the funds that are available.

9/ Specifically, the legislation charges localities with the respon-
sibility for setting "‘realistic annual goals for the number 0
dwelling units ar persons to be assisted" each year and for iden-
tifying several locations where housing for low- and moderate-
income families should be situated in order to promote '‘greater
choice of housing opportunities and (avoid) undue concentration of
assisted persons in areas containing a high proportion of law
income persons." Additionally, it and the implementing regula-
tion require localities to determine how they would meet the goals
they set--whether through CDBG Section 8, State programs, etc. and
whether through the construction ar rehabilitation of dwelling
units a use of existing units, etc.
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About 57 percent of the communities have plans which indicate they
will meet the housing assistance needs of 15-40 percent of their low=-
and moderate-incame families within three years, and 18 percent
indicate they will meet the needs of 41 percent or more within that
time. About 25 percent indicate they will meet from one to 14 percent
of the needs (Table 111-14).

Setting Proportionate Goals

In the period before 1978, the proportionality requirement extended to

gm of low- and moderate-incame household only. Specifically, the
Jangiary 15, 1976, regulations stated that "the three-year total hous-
ing assistance goal shall address the needs of the three household
types ?eld_erly and/or handicapped, families, and large families)
enerally in prcgortion to the percentage of the total lower-income
ousing need". 10/

For the entitlement sample as a whole, pro§ortionality wes generally
achieved with respect to household type. 1/ The data show that

there Is relative consistency between the percentage of each type of
household in need and percentage of assistance set for that type of
household. 12/ Goals and needs are in exact proportion (15 percent
versus 15 percent) for Iar%e families and off by three percenta?e
points (49 percent versus 52 percent) for small families. Tre largest,
though not a m?or exception, is between the needs of and assistance
for elderly and/or handicapped households. They constitute 33 percent
of the need for all low- and moderate~incame households in the
entitlement sample while the goals for this household type are 37
percent of the total.

1o/ oBG, Housing Assistance Plans, 24 CFR Section 570.303(c) (3)$iv) .
In 1978 the regulations were expanded to include proportionality
for these households by renter and owner. See Chapter XI.

11/ At the Area Office level, each comunity is evaluated separately.
In this analysis, the data for all the cities are aggregated.

12/ Since the January 15, 1976, regulations were released too late

for most cities to make adjustments to their 1978 HAPs, FY 77
needs statements and three—year goals were used for this analysis.
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Table 111-14
Distribution of Cities by Percent
of Need O be Met

PErcent One Year coals
of Need v 76 Three
To Be Met  Year CGoals 76 Y77 FY 78
Cities Percent Cities Percent Cities Percent Cities Percent
0% 0 00 1 0.7 1 0.7 1 0.7
15 1 0.7 33 5.8 20 179 20 17.7
6-15 A3 2.1 78 5.1 87 a8.0 73 0.7
16-20 A 2.1 12 8.2 10 6.9 9 6.1
21-40 52 b4 14 9.5 17 17 28 19.1
41-90 21 14.3 3 20 4 28 8 5.4
91-loo+ 5 34 i - 0.7 1 V7 2 14
T47 100.0 147 TO0U 145 100 ~147 2 TO00

ource: US. Department oF Housing and Urban Develogment, Cammunity Planning
and pevalopment, OFfice of BEvaluation, Sample Cities Applications.

Spatial Deconcentration

Lozal decisions concerning assisted housing locations must be related

1 the legislative mandate of c|Jrflcrea§|ng housing opportunities ad
a1 . ted

Iroas Y/ Bities’ 2‘?2“’%%%&%% © Siomit a B?an Which éu%rts this

statutory mandate.

Recipient plans indicate that assisted housing is being proposed for
all types ~f aceas, Including:  underdeveloped areas (tracts contain-
ing less than 200 families) which provide vacant land for new units;
central business districts, which iIn _areas contain attractive
sites for elderly housing due to accessibility to transportation and
social services; lov-and mederate-income residential areas, where
there 1Is an extensive need for rehabilitation assistance; and, non-
lon-and mederate-inceme residential areas, where both new construction
ad rehabilitation can be used effectively (Table 111-15).

13/ 24 CFR Section 570.306 (b) (3)ii), An Impacted area refers O the
concentration of law income "ar minority persons, or of low income

housing.
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Table 1II-15
Planned Locations For Assisted Housing By
Type -of Census Tract
Fiscal Year 1977 and 1978

Percent.or A1l Tracts”

Type of Tract of the Same Type iIn:
1977 1978

CBD, Designated for
Assisted ing 77606 82.8%

Other Non-Resi~

dential Tracts Designated

for Assisted Housing 1
46.9% 644

Low- and Moderate-

Income Residential ,

Designated for

Assisted Housing 79 .9% .3

No. OF Non-Low/Mod

Residential Tracts

Designated for

Assisted Housing 64.26 73.2%

Sadrce: U.5. Department OT Housing and Urban Development, Community
Planning and Development, Office of Evaluation, Sample Cities

Applications.
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The general locations which have been identified by cities reflect an
increasing willingness on their part to_locate assisted housing units
in non-low-and moderate-income residential areas. On the other hand,
they have identified a higher proportion of their nost distressed
areas (/0.7 percent) as appropriate for housing assistance, comparad
@a lorer proportion (4.6 percent) of their least distressed aress.

The degree of dispersion differs very little when central cities are

ed 1o subu cities. Central cities designated 71.6 percent
of their worst-off areas and 43.3 percent of their better areas
for assisted housing; suburban cities have selected 67.3 percent ad
36 percent of their worst-off aw better-off areas, respectively.

Central cities, honever, aﬂpear samewhat more willing to provide
assisted housing iIn their_high-income, best-off areas than suburban
cities. This may be due in part, to the greater need for, ad lower
resistance 1 assisted housing in central cities, as well as the scar-
city of vacant land for new housing. Central cities designated 41.4
percent of their higher income, best-off tracts for assisted housing

m ct:?t%E; E/rcerrt of the higher incame tracts designated in

14/ This information is based on a special analysis of deconcentra-
tion pattems In residential areas in 66 of the 147 entitlement
cities considerad in this report.  To increase the value of the
information fran this special analysis, the only cities included
in it were those which rted fener than 75 percent of their
census tracts as acceptable locations for lov- and mederate-
income housing. This resulted in a subsample of 36 central
cities ad 20 suburban cities.

15/ These data do rot Indicate tow cities intend 1O disperse housing
resources among the worst and better areas. It simply Indicates
the types ofF areas selected as suitable for housing assistance.
The next chapter takes up the outcemes of the planming tﬁgoceﬁs
ad indicates the nurber of units actually located iIn most
distressed versus the least distressed aress.
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Program Mix

The final dhoice cities must meke relates to the type of assistance ©
be provided, a the ran mix. The legislation stipulates that  _
cities nust set goals Whidh consider the type OF "'assistance which is
best suited o the needs of lower incame persons In the.

commmity." 18/ Cities may USe New construction, existing, ar
rensbilrtated units 10 assIst elderly/handicapped, amall ily and
large family households besed on the particular needs of Id
types. Historically, most have used new construction as the daminant
strategy for the needs oF elderly/handicapped households,
rehablitation for srall family needs and both new construction ad
rehebilitation assistance far large fanily neads,

The FY 78 annual ?0713 reflect only modest shifts from past trends.
New constructien 17/ continues o be the dominart means of providing
assistance 10 elderly/handica housgholds: 47.9 peroent of the
assistance planned 1%:’ these Ids 1s t© be provided through new
construction.  Small family and large family households willl be
receiving more then three-quarters of their assistance—75.1

and 79.8 percent, respectively—through new construction and
rehabilitation assistance In almost nearly equal proportions (Chart
II1-2) .

16/ Housing and Camunity Development Act OF 1974, Title 1, Section
104 (a) (4) (B) (11) »

17/ Dos not include surdivision relocation.
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Evaluation, sample Cities Applications.
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CHAPTER IV

MEASURING PROGRESS TOWARDS
PLANS AND STRATEGIES: AN
ANALYSIS OF EXPENDITURE RATES

Introduction

Previous chapters of this report focused on the plans and strategies
communities developed to achieve the national objectives of the CDBG
program. In this chapter, attention is turmed to the progress
realized under these plans. Two basic questions are addressed:

o What progress are communities making iIn carrying out their
coeG plans?

o \What _progress are communities making In carrying out their
housing assistance plans?

Neither of these questions is easily measured. This chapter is a
first time effort to respond systematically to them. To measure
progress against community development plans, the cpapter looks at the
rate at which cities are drawing down CDBG funds. L/ To measure
progress against housing assistance plans, the chapter looks at the
numbers kinds of units delivered and/or committed. While neither
of these measures by itself gives a camplete picture of progress in
the CDBG program, together they provide more information than hes been
previously available.

The discussion in this chapter begins with an analysis of expenditure
rates. Expenditure rates for entitlement cities are described and
analyzed for each of the five major commmnity development Strategy
types. Within each strategy-type, variations in drawdown rates are

Iscussed at the sub-community (census tract) level iIn relation to the
extent of distress evident in the area (asmeasured by the proportion
of law— and moderate-incame persons) and the complexity of the treat-
ment program applied to the area (asmeasured by the size of the proj-
ect and the number of activities involved).

Y/ The information_in this chapter regarding drawdowns is based on
v data contrg{iI ned In the 1977a8rantee erfogr]'mance Repgrts. These

reports include information for approximately three years of CDBG
experience.




Pregress:  An Overview of Expenditure Rates

Overall, the cities are executing their ¢ozG plans at rates which
result In the completicn OF Just over 50 percent of the total naticnal
program each year. Some Of them have complated more than three-fourths
(%gurmlr( rogrfil\T/\sl)emh year: only a few have completed less than cne-

Neignhborhood Preservation 2/

As noted iIn_the previous chapter, the cities are implementing two
types of neighborhood preservatlon_sn'ate[g&iz_ onei)sreserves neigh-
borhoods by amphasizing the upgrading of ing wiits: the other
preserves them by upgrading na%mood i re.

The strategies that emphasize upgrading of housin? are being imple-
mented at an average rate (the average rate for all strategy types iIs
approximately 50 peroat):  the ones that emphasize the upgrading of
Wre are the Slonest to inplement of all CDEG prograns

e Iv-1),

Small rans that emphasize the rading of just a few housi
units vl?/i few supporting activitigare ;Eong {he fastest spen{j?% in
(

the DEG ram, expending 60 percent of their funds year.
programs by moved relatri]\g/el ggi_ckl in the newer QDgGerar_‘eas those
started after 1975) because involve fener adninistrative proce-
dures ad loner adninistrative cost.

In some cases, appear 1o operate on a wluntary "Wwalk-in" besis.
The availability of rehabilitation loans and grants is well publicized
In neighborhoodS.  Hare and property oaners generally initiate contact
with city officials — either at a neighborhood site office ar dawn-
town location — to participate in the progran. Limited recruiting
procedures, use of strategic hous% Inspections, and onl;e/r%rlodlc
contractor monitoring, have resul in fast paced local rs.

2/ This stratng IS primarily_an implementation of the first, thi

Y and_seventh egl?sﬁ)ative ogjectimvés, which respectively are ellrﬁi—
nation of slums and blight, conservation ad expansion of the
housing stock, and historic preservation. It is aimed at preserv-
Ing the basic character of a residential area, often in conjunc-
tion with activities to develop the streets, curbs and gutters,
trees and street_fumiture, vwater and sewer lines, open space,
neighbornood facilities, ad other services.  Vhile sane clearancs
and rebuilding of structures may occur, it s limited iIn scoge,

Iv-2
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_ Table 1v-1
Cumulative Bxpenditure Rates for Housing-Orisnted
Neighborhood Preservation Programs

Project
Characteristics Drawdown
All bousing-orientad
projects 48,2%

Housing-oriented projects
low & moderate income

areas 29.3%
non-low & moderate income
areas 244 8k
Large™ housing-oriented
projects 24.1%
Smal I*** housing-oriented
projects 60.2%
Nencategorical 46.3%
rical*** HA.1%
Is O e Iures of g r 500,000

** small refers 1o expenditures of less than $50,000~ Drawdcwns for
++ TEDIUM expenditure levels are not Gr%nted i
Excludes projects that are solely I Cities projects

Source: US. Department of Housing ad Urban Developnent, Cammunity
Planning and Developnent, Office of Evaluation, Grantee
Per formance Reports.

Small neighborhecd preservation prograns, when carried out in the
former Urban Renewal and Neighborhood Developnent Program areas, seem
1 be carried out expeditiously. Many of these efforts were planned
ad started before 1975. They have now matured to a point where they
can accurately budget ad rapidly expend their loan ad grant monies.

In contrast O the rapﬁigly moving neighborhood preservation programs
emphasizing housing, preservation program emphasizing -
ing of mre]gneigrbggr‘nood infrastructure are the slonest movi o?ogll
the CDBG progrars.  Large projects spend at a rate of only 2 percent

Iv4




per year; small ones at a rate of 32 percent per year (Table IV-2).
These programs often involve numerous local agencies, contractors and
utility companies. They are more complex than housing oriented
efforts. Their relative slowness often results from two related
factors: oconflict between the agendas of the CDBG program and the
city departments, and extensive management and coordination efforts.

Table N-2
Cumulative Expenditure Rates for
Environment and Infrastructure-Oriented
Neighborhood Preservation Programs

Project
Characteristics Drawdown

All envirorment/infrastructure-
oriented projects 38.9%
Environment/infrastructure-oriented
projects in:

low= and moderate-~income areas 39.9%

non-low- and moderate—income areas 37 9%

Large * environment/infrastructure~
oriented projects

26.2%
Small ** environment/infrastructure-
oriented projects 31.5%
Noncategorical 33.5%

, KKk 29 204
ﬁge refers to expenditures Of greater than $500,000.

**  Small refers to expenditures of less than $50,000. Drawdowns for

++x Medium expenditure levels are not present. ]
Excludes projects that were solely Mo Cities projects.

Source: U.S. Department of Housing and Urban Developnent, Community
Planning and Developnent, Office of Evaluation, Sample Cities
Grantee Performance Reports.




Nelghpornood Redevelopment 3y

Large ¢oa¢; assisted neighborhood clearance ad r@building&oiecls are
enerally continuations of the urban renewal projects of ate
ixties ad early Seventies. Their fast spending rates reflect the

maturity of the projects (Table 1v-3),

A more realistic picture of the spead at which these cemplax projects
typical I¥ move_ IS seen In the expenditure rate of the new (post-1975)
ad_smaller nelljgéborhood clearance ad rebuilding projects.  These
projects have second-slonest expenditure rate in the CDEG _program
(28.8 percent), reflective of their start-up problems and indicative
of the complexity of this strategy/objective,

Mixed: Preservation and Redavalopment 4/

The mixed strategy, although a carbination of both neighborhood pre-
servation ad redevelopent, exhibits an e Iture rate pattem that
bears cleser resenblance 1O redevelopnent to preservation (Table
V4. Underlying the similarity to redevelogment IS the fact

this stra includes older redevelopnent projects started before
CDBEG which, of their greater maturity, moved faster during the
initial years of ¢pzG, thus predisposing the mixed stra

the expenditure rate pattem of clearance ad rebuilding rts.

3/ This st IS an implementaticn Of the first_legég_lative objec-
tive, the efimination of slums and blignt, ad is designed ©
clear and rebuild substantial portions of a slun_and a blighted
residential area. It frequently Involves extensive rebuilding of
the Infrastructure, ad may include the develogment of parks ad
neighborhood facilities and services. Housing rehabilitation IS
erther non-axistent @ quite limrted.

4/ The Mixed deighborhoed Presservation/Redevelorment Strategy com-

bines the neighborhood preservation approach with the devalopment

roach to aid iIn the revitalization of urban areas. In areas

re It is pursued, the less deteriorated structures are inmproved
mrou?h ilitation while mgmﬁcant&cjetgnorated structures
are cleared ad the sites for 1lding. As with the
parent strategies — nreig preservation ad redevelopnent --
the mixed strate%eﬁ_'%ly complements the core activities with
improvements 1 the 1 ructure, including streets, curbs ad
recreat 1onal facilities.
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_ Table Iv-3
Cumulative Expenditure Rates for Neighborhood
Redevelopment Program

Proiject
Characteristics Drawdoum
All teighborhood Clearance and
Rebuilding Projects 50.0%

Neighborhood Clearance and
Rebuilding Projects In:

low~ and mederate~-income areas 49.6%
non-low- and moderate-income areas 51.9%
Large * Neighborhood Clearance
and Rebuilding Projects 85.4%
Small *f‘ Neighborhood Clearance
Rebuilding Projects 28.8%
Noncategorical 42.2%

{ & k%
efers to expenditures of greater than $556",%0.
** Small refers to expenditures of less than $50,000. Drawdowns for
i Medium expenditure levels are not present. _
Excludes projects that are solely Modd Cities projects.

Source: U.S. Department Of Housing and Urben Development, Community
Planning and Development, Office of Evaluation, Sample Cities
Grantee Performance Reports.




Table 1V-4
Cumulative Expenditure Rates for Mixed Strategy Projects
of Neighborhood Preservation and Redevelopment

ChalE:\E%?iCsttics Dr awdouwn
All Mixed Strategy Projects 49 2%
Large* Mixed Strategy Projects . 56.6%
small** Mixed Strategy Projects 39.3%
Non~Categorical Mixed Strategy 41,3%

Categorical Mixed Strate 57 6%
_*_Lar_m%%ﬁ** ge refers 1o expendaitures reater than $500,000.

Small refers to expenditures of less than $50,000. Drawdowns for
medium expenditure levels are not present.

Source: US.  Department of Housing and Urben Developnent, Community
Planning and Developnent, Office of Evaluation, Sample Cities
Grantee Performance Reports,

Like redevelopment projects, it is the smaller and the newer mixed
preservation and redevelogment projects that experience slower expend-
iture rates. Small mixed strategy projects show a drawdown of 39.3
percent. The slow rate of these newer projects IS related to front-
erd planning, staffing and coordination problems.




General-Develegment = Subareas 5/

General development projects = those primarily oriented toward limit-
| ed activities In neighborhoods — have expenditure rates below the
average rate when the projects are smaller in size and considerably
above the average expenditure rate whe they are medium size or larger
(Table IV-5). The reasons for this variation are not clear.

_ Table V-5
Expenditure Rates For General Developnent Programs™
(Neighborhood=-Oriented)
Project Characteristics Drawdown
All General Developnent Projects 51.1%

General Development Projects:

— In low- and moderate-income areas 49.3%

~-in non-low= and moderate-income areas 51.7%
Large™* General Development Projects 73.1%
Small*** General Development Projects 42.1%0

u J ¢ y It J
::* Large refers to expenditures of greater than $500,000.
Small refers to expenditures of less than $50,000. Drawdowns for
medium expenditure levels are.not present.

Source: US. Department of Housing and Urban Developnent, Community
Planning and Developnent, Office of Evaluation, Sample Cities
Grantee Performance Reports.

5/ This strategy, aimed primarily at the fifth and part of the first
legislative objective, consists of two parts: 1)a strategy of
limited activites in residential areas which frequently are either
fairly stable or are so deteriorated that some kind of emergency
interim assistance is required. No housing rehabilitation or
clearance and rebuilding activities are involved; (2) a strategy
intended to provide services or rehabilitation loans and grants to
a particular target group, such as 'the elderly or low-income fami-
lies, regardless of where they live or work, or to provide activi-
ties which benefit all people in the city, such as a seawall or
drainage basin.
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General development prajects are among the least complex that communi-
ties carry ouE The(/) glzten consist of just one actlvjity, such as

street improvements Or park improvements, carried out in neighborhood
areas. These E)rojects spend funds at a fairly rapid rate, having the
highest overall expenditure rate among the strategies (51.1 percent

per year), Tre yearly rate for small projects apProximates 39-42 per-

cent; the rate for medium-sized projects is 60 percent; and the rate
for large ones is 73 percent.

The 1low expenditure rate for small projects is surprising. It proba-
bly relates to coordination problems among local agencies, particu-
larly within local public works departments. \Aen CDBG activities are

closely related to the on-going agendas, as of the medium and ,J
large projects appear to be, they are moe likely to be implemented at

a faster rate.

Projects which are not easily linked to a city's on-going capital
improvement program, such as the smaller neighborhood-oriented general l
development projects, are moe likely to be implemented at a slower

rate. The extent to which this slower rate is a start-up adjustment

problem of the first two and a half years a an endemic management

problem for general developnent activities is not yet clear.

Gereral Development-—Citywide

General developnent projects carried out on a citywide basis rather
than in smaller areas the city exhibit a very high expenditure
rate — 78 percent. These projects, as with other general development
activities, tend to be single activity efforts. They often are less
complex than other CDBG projects.

Economic Development §./

Economic development projects consist of three basic gl_pes._ They
involve either: (@) renewal of the central business district;

6/ Eoconomic Development 1s a strategy rel to the eiahth and t
legislative objective and is aimed at developing the-cities’
economic base, providing retail services in low- and
moderate~incame neighborhoods, or creating or retaining jobs,
particularly for those of low- and moderate-income. It involves
activities in the central business district, or other ) )
industrial/commercial/wholesale areas ar ney occur in residential
areas as part of a neighborhood commercial enclave.

Iv-10
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(2?_ developnent or revitalization of industrial areas; and (3) revi-
talization of neighborhood commercial areas. All are complex to

MAaecE «

Under the urban renewal program, they were the slowest moving of all
the projects undertaken. Under CDBG, their performance IS scmewhat
better. The neighborhood commercial and CBD projects nmoe somewhat
faster than the average CDBG project; the industrial projects are
still very daw (Table IV-6).

Table IV-6
Expenditure Rates for Economic Developnent Programs

— Project Characteristics. D awdonn
All Economic Development Projects 46 9%
CBD Projects 52.2%
Neighborhood Commercial ) 50.1%

i lects 32 504 .
Source: U§ E%%ﬁnent of Housing and Uran Developnent, Cammunity

Planning and Developnent, Office of Evaluation, Sample Cities
Grantee Performance Reports.

Industrial projects have been dow moving because of their complexi-
ties. Their expenditure rates, therefore, are near the bottom-end of
the range, running at 33 percent per year. Local officials often have
hed to mee a variety of commitments to attract or induce private
firms to remain or to relocate in their communities, ranging from
providing adequate street access and sewage treatment capacity to
ensuring that private markets are created through residential con-
struction. Such commitments have been carefully negotiated and sched-
uled to reflect efforts to ensure that mistiming does not result in
operating losses or idle capital plant for the private firms involved.

In neighborhood commercial pro%'ects, the negotiation process is some-

what easier. Existing retail firms frequently have remained in refur-
bished quarters and existing neighborhood markets have been maintained
without interruption. The average expenditure rate for these projects
is slightly above the average for all projects, running at about 50

percent per yeaw.
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Central business district projects (CBD), with an expenditure rate of

52 percent per year, have rates which exceed those for both industrial
and nei%hborhood projects. This relatively high rate, howewer, is due
to the fact that so many of these projects were started under the HUD

categorical programs and are in a mature stage of development.,

Factors Affecting Expenditure Rates

As indicated earlier, many factors affect the speed with which cities
are able to implement their comunity developnent plans. Same, such
as special administrative conditions or local political factors, are
unique to each community. Others, however, have common effects m
communities, The following discussion analyzes the general

influence of three factors which affect grantee progress: the com-
plexity of the community developnent program, the experience of the
community with previous community developnent programs, and the level
of distress or need evident in target areas.

Program Complexity

The complexity of a community's CDRG effort significantly affects the
manageability and pace of the program. Small communities are muh
better able to keep projects moving than are very large urban places.
Mot jurisdictions with populations less than 50,000 spent funds
at a pace that is either very close to or above the national average.
Only 32 percent of the larger jurisdictions have kept pace with the
average (Table'1v-7).

Cities of all sizes are able to implement smaller projects moe expe-
ditiously -than their larger ones (53.1 compared to 48.7). Generally,
the larger the project the greater the scheduling, sequencing, and
coordination problems. At the present time, smaller projects spend
close to or the national average. Larger projects do not paral-
lel this pace.

Prior Experience

The extent of a city's prior experience with community developnent
revitalization programs appears to affect its ability to carry out
CDBG programs rapidly. Camunities which were involved in prior cate-
gorical programs, such as Urban Renewal, Neighborhood Development and
Modd Cities, seem to be carrying out CDBG plans at a faster rate than
those which were not. Ower 60 percent of the experienced jurisdic-
tions recorded an above 50 percent drawdown mak only 44 percent of
the_sgtonexperienced cities spent at a rate above 50 percent (Table
IV-8).

v-12




e Iv-7
Cumulative Clty Expendlture Rate

By Population Size

ElFBgéME 50,000 " 100,000 - 250,000-
‘LT 50,000 99,949 249,999 499,999 6T 500,000 101

| o — |

&risﬁz 19 562,110 12,256,247 2,665,384 2,127,011 - 461110111

.87 ﬁ . Q. 36.9 6.1 5.2 1000

8i: Pel: 171 171 16 5.3 - 77
50-74.9% 72,263,203 67,004,226 | 124,707,499 | 58,926,452 | 24,565,180 | 337,466,562
Row Pct. 214 6.9 36.9 17.% 7.3 100.0
Col. Fct. 64.3 56. 7 68.5 0.7 32.4 55.7

—wT | e | e 49,0
75-49.92 19 uo.m 25654254 | 54,969,216 | 68,856, ..21 51,221,706 | 219,722,168
Row Pct. 8.0 11,7 24.8 31 53.2 99.9
Col. fct. 1.3 251 29.9 51.0 67.C 3.3
0-24.91 1,048,002 676,316 - - - 1.724.39{13
(ow Pet. 60.8 39.2 - - - 100.0
co]o ||Ct .9. c’ - - - .3
0L 112,303,066 100,591,045 | 182 32,009 | 134 910,047 | 75 86,806 | 205 723 943
fuw Pct. 18.5 16.6 30. 1 22.3 125 100.0
ol Pct. 999 10.0 100.0 1000 100.0 100.0
Source: U.S. Department of Bousing and Urban Development, Community Planning

and Development, Office of Evaluation, Sample Cities Grantee Performance
Reports.
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Table IV-8 )
Cumulative Expenditure Rates And Categorical
Status Of Entitlement Cities

1975 - 1977
Former Not Former

Percent of Categor ical Categorical
Entitlement Crties Cities

Expended Number Percent Number Percent
Less than 25% 2 18 2 6.3
2949 37 3.0 16 0.0 ”J
50%—74.%% 60 53.6 13 4.6
75%—-100% 13 11.6 1 31 ]

Total 112 100.0 32 100.0

Source:  U.S. Department of Housing and Urban Developnent, Community
Planning and Development, Office of Evaluation, Sample Cities
Grantee Performance Reports.

The situation is changing rapidly. Cities new to the Federal programs
In 1975 are picking up the experience necessary to mowe their CDBG
programs rapidly. And sane of the cities experienced iIn the categor-
ical programs are encountering new management problems associated with
the change to CDBG. In effect, In a few cases, when cities have
sought to pursue directions different from those of the categorical
programs, agency and resident amflict has arisen and sluwed down
project progress.

Target Area Distress/Need

The cities” progress in implementing CDBG plans Is somewhat slower 1In
their low- and moderate-incame areas than in their non-low- and
moderate—income areas. Grantee communities expend funds at the rate
of 85 percent in low- and moderate-income areas compared to 9.8
percent in non-low- and moderate-income areas. Slower rates exist for
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a1.most all types of projects being carried out in low- and moderate-
noome areas, regardless of the strategy, groject size, and former
categorical status involved (Table 1V-9). 1/

_ Table IV9
Expenditure Rates in Low- and Moderate-income Areas
Campared 10 Those iIn Non-Low- and Moderate-income Areas

Drawdowns
i o Tor Iow- and 1Or non-low-
Project Characteristics moderate-  and moderate-

income areas income areas

All low- and moderate-income and

non-low- and moderate—income projects 48.5% 50.8%
Former categorical areas 52.6% 62 3%
New (post-1975) areas 42.0% 45 9%
Small projects 45 0% 50.4%
Large projects 54 9% 50 8%
Neighborhood Preservation

Progce)cts (Housing-Or iented) 49.3% 44,8%
Neighborhood Preservation

Projects (Environment-Oriented) 39.9% 37.9%
Neighborhood Clearance/Rebui lding

Projects 49.6% 51.9%
Mixed Projects (Clearance and

Preservation) 46.4% 52.6%

General Developnent Projects 49.3% 51.7%
Source: U.S. &par’%n{ of Housing and Urban Developnent, Community
Planning and Developnent, Office of Evaluation, Sample Cities

Grantee Performance Reports.

74 m:rL_ﬁ two types of _projects are exceptions 1o this rule 1) neigh-
o0od preservatlon projects (housmigasorlented); and arge
projects. Cities consistently spend faster in low- an moderate—
income areas for these two types of projects, though the reasons
for this performance are not knoan.
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Progress In Housing Assistance Plans: A ILook at Units
Delivered/Commi tted

Progress in assisted housing IS discussed in_terms of local achieve-
ments iIn meeting_three-year goals for providing appropriate types of
units iIn proportion 1 types of needs (elderly, small/large ily,
rental/owner) , for locating units to achieve maximum deconcen-
tration, and for_ providing an appropriate mix of new, existing, ad
rehabilitated units.

Three-Year Goal

The March 1, 1978 regulations required cities to assume responsibility

for the "‘timely achievement of goals for assisted housing.”  Their ﬂ
progress is determined by the nurber of firm financial camitments

obtained within two years of an approved three-year plan. Although

the regulations are rot strictly applicable to the F¢ 77 Grantee

Performance Reports (Gprs), they are used here as an analytical bench-

mark to provide an estimate of progress.

Cities are implementing their Housing Assistance Plans (HAps) at about
the same rate as thelr Camunity Development Programs. After two
ars of activity, 47.4 percent of three-year goals set In ry 76 have
achieved ar have reached_fim financial commitments, Table 1V-10
Srg\%swéite distribution of cities by percentage of HAP goals that they

Proportional Goals

Camunities in the entitlement sample were not entirely successful in
adhering 1o proportionality in their delivery/commitment Of assis-
tance. Usi 1977 three-year goals as a benchmark, the communi-
ties ex proportional ity with respect 1 their goals for the
elderly/and/or handicapped, but fell telow their pml |t¥ for
mall fanmilies ad large families. The biggest gap 13g;gasaml
delivery/commitment was for small families. In this case, goals
called for delivery/commitment OF 49 percent of all the need to small
families, while in actuality the delivery/commitment reached only 43
percent of all need (Chart IV-2).

Spatial centrati

The amount OF | g ot least ~ » areas may
be an indi i t the Departmentis goal of st a1 isd
choice 11 rhav_ : . t of a sted housi ifo
Impacted areas iIs Ing ect on using i r
low - ad moderate-income i Inthe i two years, the
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cities' mast distressed residential areas received 44.1 percent of the
assisted housing delivered while the least distressed areas received
%.9 percent of the assistarnce (Table IV=11) 4

o Table Iv=10
Distribution of Cities by Psrcent of Goals Met*

Cities
Percent OF

Goals Met Number __ Percent

0% 6 4,1

1-5 2 1.4

6-20 22 15.0

21-40 49 33.3

41-50 21 14,3

51-90 33 22,5

91~-100 3 20

100+ 1 75
Total 147 100%

*—Total delivered Umnis = Fy 1976 totat goats.

Source: WS. Department of Housing and Urban bevelopment, Cammunity
Planning and Develctment, Office of Evaluation, Sample Cities
Grantee Performance Reports,
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_ Chart Iv-2
Proportionality in Meeting HAP Goals

By Type of Household, 1977

1 . 12

° ¢ ¢

& |
A

Source: US Department of Housing and Urban Development,
Community Planning and Development, Office of
Evaluation, Sample Cities Grantee Performance
Reports.
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Table IV=-11
Delivery of Assisted Housing Units
To Residential Areas By
Level of Census Tract Distress*

Unite Delivered Percent Mew Percent Rehab Percent EXxisting
Type of Area Number Percent Units Delivered _ Units Delivered  Units Delivered
Moat Distressed 146,658 Lk, 1% 2ly. 1% 376% 38.1%6
Least Distressed 59,208 55.9% 25.3% 31.0% 436%

*For definitions of distress see the Appendix.

Source:
Office of BEvaluation, Grantee Performance Reports.

U.S. Department of Housing and Urban Development, Community Planning and Development,



Various approaches were used 1o achieve these levels. Rehabilitation
is relied on more heavily in the most distressed areas than in the
least distressed tracts. Specifically, 37.6 percent of all assistance
to the most distressed areas is taken up by rehabilitation compared to
31 percent for the least distressed areas. Existing housing (i.e.,
rent supplement) was used more often In the least distressed areas
than iIn the most distressed areas. New construction was used to about
the same extent iIn both the most and least distressed areas.

Program Mix

Local success In meetin? goals related to housing mix depends upon the
types of resources available. For example, progress with respect 10
new construction depends upon how well private developers are attrac-
ted by the Section 8 new construction progran and whether or not the
developers choose an economically feasible site which is consistent
with HAP planned location. Similarly, achievement with respect to
rehabilitation assistance relates to the availability of competent
contractors and the willingness of Oaers to participate in local

programs.

Elderly and handicapped households were to receive 47.9 percent of
their assistance through new construction. Small families received
much less assistance through new construction, (13 percent) and far
more through the existing programs (52 percent) than the amounts
reflected In city plans. Large families received most of their
assistance through rehabilitation and existing units rather than
through new construction and rehabilitation as initially planned by

grantees (Table IV-12).




CHAPTER V

MEASURING PROGRESS TOWARDS
PLANS: A MONITORING ANALYSIS
OF DMPLEMENTATICN SCHEDULES,
IMPACTS, AND PERCEPTIONS OF
PROGRESS

Introduction

The previous chapter presented a national statistical analysis of
progress in the blodk grant program based on expenditure rates. This
chapter provides a qual rtative Oescription of progress based on field
studies in selected entitlement cities and their target aress.
Assessments and perspectives on progress were obtained through a
review of program decuments (applications for 1975-1978 ad Gprs for
1977-1978); interviews with local comunity development adninistra—
tors, citizen and civic groups, and program beneficiaries; and on-site
reviews of program projects, activities, and target aress.

This approach was adopted 1o develop an understanding of the context
and varying circunstances within which the cbeG program functions ad
1o capture a sense of the ics of ran implementation. Progress
was looked at frem three different asp%'g%: P ™

o the extent to which projects ad target area activities were
In cumpliance with implementation schedules of comunity

developnent agencies;

o the nature ad extent of program impacts as Seen by oommunity
developnent adninistrators, Interest groups, ad citizens; ad

o ﬁI\e degree of satisfaction perceived by program managers ad
clients.

The analysis iIs based on data obtained iIn a sample of 25 entitlement
cities (Tablesv-1 and V-2) and 99 target areas (TableV-3) selected
1o represent a range of city ad progran characteristics. These




Table v=1

City and Program Characteristics

Percent | Exporlence with o proqr&s ” ' Total
opulation | - ‘ — 1 number
change ~UDNG - Wo : L Reighbor- } categor-
Census Poralation 1970/1975 |distres | previous Urban todel | Dpen tex/ hood . . fcal’
Clty region 1975 ain (loas)| citics | experience | renewal | 5o sitles | space | sevor [facilities programe
Akron Morth central | 275425 9 | vas X X X e
Baltimore Northeast 851,698 © - | vos X X X s
Baton Rouge South 204304 | @ | we X X X 4
Bethlchem | Northeast 73,827 2 | ves X X 1
Ploomington | Morth central 79,210 N o X 1
Boulder . | West 78,560 17 | #o X 1
Den Molnes Worth central | 194,168 W | W X x x '
_evensvilte | worth central| 133,566 | 4 | ves » x X x s
Fort uozth ‘ South 359,364 -9 . l:,'vu X X X' X 4
Graenwich ast s9,560 | o No X ‘ °
indianapolis | North central] 782,139 m | me X X X - X s
‘ingsport | South 33,024 3 ] W X X X 3
Wewark - | Wortheast w568 | 2 | ves X X X x 4
‘thiladeiphia | Mortheast 105008 | ) | Yes X X X It X X 6
" Partsmouth South 108,674 - (@2 Yes - X x X X a
i}nbio" S| st 105,32 |- 5 | Yes X X 3
‘ictwond West 69,713 a2y | ves X X X X X 6
8t. touls Morth central| 524,964 | (160 | ves X X X X 6
san plego | wost 773,99 n fow X X X X X 6
s Francisco | Mt o 664,520 | (M | Yes X X x X s
) geattle | west 487,091 (@) . Yes X x X x X 2 6
gloux #alls | worth central| 73,925 | 2 ] ves X X 3
smerville . | Worthesst g0, 798 | 9 | e X X 2
syracuse | Wortheast - wmse | o | ws x X x X s
Tuscaloosa | South 69,425 o] vem x x X 4

Source: '?ngresﬁovai-a Plans in the Community Development Block Grant Program," July, 1979, by
Vestat, Inc.




Table v-2_
1975 1978 Cumulative Entitlement Grants
and Drawdown Rates

Grantee Performance Reports.

(n=25)
Entitiement 1975-1978 Cumulative Drawdown Rates (In
Cities Entitlement Grants percent) of 1975 - 1978
(Dollars In Thousands)* Cumulative Entitlement
Grants as of 1978 Crantee
Report Performance
Akron 40,040 4.7
Baltimore 120,926 @3
it 16,666 55
Bathlehan® 20 20
Bloomington 2,128 $.1
Boulder 2.677 2
Des Moines 15,140 1.8
Evansville 12,148 679
Fort Worth 19,734 53.0
Greenwich 1,493 R2
! Pdianapol Is 49,319 4.7
Kingsport 2,64 68.1
Newar ) 77,464 2.8
Philadelphia 241,773 @.6
Portsmouth 17,512 &B.7
Pueblo 5,627 D5
Richmond 13,472 06
St. Louis 75,532 5.4
San Diego 0 456 all
San Francisco 112,019 21
Seattle 47,372 D3
Sioux Falls 11,510 82
Somerville 5,609 8.5
Syracuse 44,807 2.1
Tuscaloosa 6,242 21
Median 5 627 _ M5 _
Sources: HID ' P -
ofél ocations | (Sept. , and_HuD,
unity Planning and Development, Oﬁche of BEvaluation,




Table V-3

Target Area Characteristics

(N=399)
N ) Project area Type of3 Level
Size Distress’ percent of develop- Process4 Rating the of
Target of of low/moderate ment pro- Number of according degree of satis-
area city city income persons . jects activities to schedule impact faction

L 2 1 75 NP -_— on substantial H
2 1 1 - NP 13 behind moderate M
3 3 2 60 NP 8 behind minor L
4 2 1 85 GD —_— on substantial H
Y 3 1 60 NR - on too early L
6. 3 1 15 NP - on minor M
7. 1 1 - NP 13 behind moderate M
8. 4 1 74 NR 4 behind substantial M
9. 4 1 76 ED 10 behind minor L
10. 1 1 80 NP 10 ahead too early M
1. 2 1 60 ED 3 on minor M
12. 3 2 58 NP 4 behind moderate M
13. 3 2 80 NP 5 on moderate H
14. 3 1 25 NP - on minor M
15. 1 1 - NR 15 behind too early L
16. 1 2 50 NP 5 on too early L
17. 1 1 - NP 9 behind minor L
18. 3 2 74 NP 9 behind moderate M
19. 4 2 74 NR 8 no schedule minor 'L
20. 3 2 75 NP 3 on minor M
21. 1 1 - NP 4 behind minor L
2. 2 1 75 NR 3 on minor M
2. 4 2 60 NP 8 no schedule minor L
24. 4 1 —_ ED 3 on moderate M
5. 4 2 64 NP 10 no schedule too esrly L
6. 2 1 70 NR 4 on minor M
27. 3 2 79 NP 6 on substantial H
28 . 3 1 25 NP - on moderate H
23, 3 1 85 GD - on moderate H
30.: 2 1 57 ED 4 on too early L




Table V-3 (continued)

Level
of

satis~

faction

1 ) Project area Type of3
Size Distress” percent of develop- Process4 “Rating the

Target of of low/moderate ment Pro- Number of according degree of
area r‘ify r‘ify Lhcomne persans. jnr‘fc M@EME—MP&C*

31. 4 2 52 NP 11 no schedule minor

. 1 1 70 NR 1 on too early
33. 4 2 73 NR 8 no schedule too early
34. 3 2 70 NP 6 on minor

35. 1 2 50 NP 5 on too early
36. 4 2 74 NR 8 no schedule too early
37. 2 1 - NR 7 on substantial
3. 4 2 58 NP 10 no schedule too early
39. 2 1 60 NP 9 on substantial
40. 2 1 61 NP 8 on too early
4. 3 1 66 NP 9 on substantial
42, 1 1 60 NP 3 on too early
43. 1 2 - NR 5 completed substantial
44, 2 1 55 NP 8 on substantial
45. 3 1 53 ED 7 completed substantial
46. 3 1 27 NP 2 on minor

47. 1 2 95 NP 7 on substantial
48, 2 1 - NR 6 on substantial
49, 2 1 - NP 1 on substantial
9. 4 2 36 NP 21 on moderate
51. 3 1 73 NP 8 on minor

2. 4 2 81 NP 1 on moderate

53. 1 2 75 NP 10 on moderate

A 1 2 - B 14 on minor

55. 2 1 84 NP 12 on minor

2RO ITENMN T IR T IrIrt80Irret®2rrr



Table—3 (continued)

2/ Distress of city:

3/ Type of development project:
development; Gb = general development.

4/ Progress according to schedule:

NP = neighborhood preservation; NR = neighborhood redevelopment; ED = economic

1 = UDAG distressed city; 2 = non-distressed City

on = on schedule; ahead = ahead of schedule; behind = behind schedule.

Project area Type of3 Level
sizel  Distress? percent of develop Processa Rating the of

Target of of low/moderate ment pro- Number of according degree of satis-

area city city income persons __ jects activities to schedule impact faction
56 « 2 1 68 NP 5 new moderate M
57 » 2 2 — NP 7 on none L
58. 2 2 _— NP 9 on moderate B
59 . 2 1 — NR 4 on moderate H
60 « 2 1 40 NP 5 new moderate H
61. 2 2 —-— NP 9 on substantial H
62. 3 1 - NP 7 on minor M
63 a 4 2 83 NP 3 on substantial H
64 » 2 1 -— NR 7 on substantial H
65. 2 2 _— NP 7 behind none L
66 » 2 1 70 NP 9 new substantial B
67 « 1 1 39 NP 2 on moderate H
68 » 2 2 —_— NP 6 on none L
69. 2 1 66 NP 3 on minor L
70. 1 1 44 NP 4 behind moderate M
71. 2 2 - NP 8 behind none L
72. 2 1 66 NP 5 on minor M
3. 4 1 65 NP 5 ahead too early M
74 . 3 1 60 NP 14 on moderate M
75. 3 1 70 NP 7 behind minor L
76 « 2 1 - NR 9 on substantial H

1/ Size of city: 1 = less than 100,000; 2 = 100,000 = 249,999; 3 = 250,000 = 499,999; 4 = 500,000 Or more.



characteristics included populaticn sSize ad trends, regional location,
level of distress, previous experience with categorical prograns, jDBG
funding lewels ad drawnderm rates, ad dominant Strategy types. 1

an average of four areas was studied intensively 1n each city,
representing halt of all target areas iIn the sample cities.

Pregress:  General Discussion

Aocordingnjto mest community develogment Staff, lecal foicic’lslls,
roups, beneficiaries, target area projects are gerera ro-
geedﬁg acoording to schedule.  Most regpojmlents are gxtisfigtfwim
the progress of their ¢coeG programs.  Further, approximately one-half
of the target area projscts are judged t have leved at least
moderate inpact, 2/ even though mest are incemplete,

The extent of progress being achieved in the four mgjor types of
deva logment projects — neighborhood preservation, neighborhood
redevalomment, scoremic develomment, and general development == was
not found to vary significantly frem this overall finding.

Although pe 1ons of progress did not seem t© vary significantly by
the percent of low- and moderate-Incone residents In the area, @
criterion used as a surrogate for , Tt did gppear 1O vary accord-
Ing to the nuroer of projects_ invol (@criterion used as a surro-
gate for complexity), Inprojects ad target areas with a relatively
small nurber of activities progress was Seen &s more rgpid and exten-
sive than in projects with a relatively large number of activities.

Hewevar, even though less prﬁggs wes evident In projects with a
large nunber of activities, t projects appeared mors likely to
achieve at least a moderate inpact. ¢3¢ staff rated housing activi-
ties as the most important and mast successful program activity.

1/ A complete description of sampling procedures iIs presented in the
Appendix.

2/ Definitiens Of impact cannot at this time be easily standardized
by city. In the context used in this text, inpact was related ©
varied positive local perceptions, such &s: wsﬂyh% ggc}oro—
ject, actual provision of planed services, securi 0di-
tional funds for statutory objectives, ad perceived achievement
of dbjectives.




A variety of circunstances ssemed O have affected local D2G pro-
gress. Most were nenpregrammatic and related in part t© the local
institutional context of the pr%nrgnz such as:  the capacity of the
local adninistrative agency to aominister program activities; the
extent of _interagency cooperation; the complexity ad influence of the
local political enviroment; ad the influence of non-lccal approvals
ad reviens at the State, regional, ad Federal lewels.

Preqress: A Lcok at Specifics
predeminant Strategy Types: Planned ad Actual Experditures

Table V4 breaks ¢own planned expenditures In 1978 by four major types
of developnent — neighborhood preservation, neighborhood lop-
ment, scoremic developnent and general developnent. It illustrates
that most cities focused their resources on neighborhood preservation.
Seventeen cities plamed to spend at least half their funds on
neighborhood preservation. Only one city, Portsmouth, devoted the
majority of r1ts funds to another category, allocating 63 percent of
1ts funds to neighborhood redevelopnent.  The median city anticipated
spending 64 percent of 1ts funds on neighborhood preservation, 20
percent for neighborhood redeveloprent, five percent for economic
developnent, eight percent for general developnent.

Cities_stON a_w% of acltual expgnnéjiwre rates. (Isranteesr\éhfim
emphasized nei redevelopnent econcemic developnent ect
a somewhat higfgler rate of drawdowm than those emphasizing neighborhood
preservation axd general developnent.

Table V- 5 presents data comparing the median ad range of drawdowns
% type Of develomment ad by the extent 1o which that of

I%pnent was emphasized by studied cities. Median values ad
ranges among different s of developnent and among cities which
gave greater ar less Is to particular developnent types gener-
ally are similar and do not exhibit any explanatory pattems.

Variations iIn the drawdown rates iIn %mg!e cities were not l_’elalale%j to
%gr?, %ora%i cl)gr‘g}h of prog yam operation, city size, regional lcca-

4/ The rates generally over a period of 42 months oF DG experi-
¥ ence, although scmr}:/ cities vge;y up to four months frem ﬁégenom.

V-8
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Table V4
Percentage Allocation Of PY 4 CDBG Funds
By Type Of Development

(n-23)
Type Of Development

City Percent Percent Percent Percent

Neighborhood  Neighborhood = Economic General

Preservation  Redevelopment Development  Develorment
Akron 65* 0, 0 35* |
Baltimore 60 27 12* 1 |
Batron Rouge 100* 0 0 0
Bethlehem 64* 32* 4 0 "
Bloomington 45 20* 0 35*
Boulder 67* 0 0 33*
Des Moines 50 34;’: 0 16* |
Evansville H 37 18* g*
Fort Worth 90* 0, 5% 5
Greenwich 65* 5 0 10*
Indianapolis 80* 20* 0 0
Kingsport 33* *
Newark= 2 _— _Z _9
Philadelphia** - _ _ —
Por tgmouth 7 63* 27* 3
Pueblo 74* 0 0 26*
Richmond 50 44* 6* 0
St. Louis 57 22% 13* g*
San Diego 70* 7 15* 8*
San Franciso 30 44* 12* 14*
Seattle 48 14 18* 20*
Sioux Falls 42 25* 23* 10*
Scamerville 77;"’c 0 8* 15*
Syracuse A 7 2 7
Tuscaloosa 89* 11 0

Median percent 64 20 5
Above the median percentage of funds allocated to the type of

%% Gevelogment . . . ) .
Because Philadelphia and Newark had complications with their 1979
Applications which had not been resolved at the time of field visits,
the information was not provided.
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Table V-5
Median and Range of Drawdown Rates of 1975 - 1978
Cumulative CD3G Entltlement Grants as of 1978
Grantee Performance Reports by Allocation of PY 4
Grant Funds by Type of Develogment

(n=24)
. Number of ]
Activity Cities Median Range
Neighmorhood Preservation
60 percent or mre of PY 4 funds 14 59.5 33.2-82 3 FJ
Less than 60 percent of PY 4 |
funds 9 64.8 52 .1-83 47
Neighborhood Redevelomment
25 percent or mre of Py 4 funds 10 58.1 33.2-83.7
Less than 25 percent of PY 4
Los elopment
1l per : Or more of PY 4 ] 8 67.9 51.1-83 7
Less than 10 percent of PY 4
fimds 15 59.6 33.2-79 &2
General Develomment
10 percent or more of PY 4 funds 10 59.5 33.2-82.3
%ess than 10 percent of PY 4
unds 13 67.9 40 {0-83.7




i Preservation

Neignborhood preservation was found 10 be the predominant bleck grant
strategy in 68 of the 99 target areas studied.

At the core of most neighborhood preservation strategies s housing
renabilitation. Rehabilitatien assistance can be as loans Or
grants (or both), with ancillary services such as oounseling, Bode and
zoning anforcamant, alley clean-ups, rodent control ad nical
assistance.

Tre rehabilitation effort often IS accompanied by improvements to
neighborhood streets, parks ad |Ii]|_’Ttlrg,_FL_b! IC services, and/oc
construction ar improvement of public facilities.

In terms of progress against inplementation schedules, two neighbor-
teed preservation projects were ahead of schedule, 38 were on sched-
ule, and 21 were behind schedule (Table\t6).. Schedules hed been
devised but not inplemented for four projects; they hed not yet
been developed for three projects.

More than half of the neighborhood preservation projects were per-
ceived to have achieved a measurable impact (TableV-7) . Eleven proj-
scts were seen as having affected a substantial i , 20 a moderate
impact, and 24 aminor mpect. Lecal respondents felt it was too
early 1O assess the impact of 12 projects.

Lecal ram managers rted a ing level of satisfactionwith
the_prggrlqgﬁs ad irrpactr%ieved by ri]?’_nei rhood preservation
projects (Table\:3). They expressed a high level of satisfaction In
relation 10 21 projects ad medarats Satl ionwith 24.  Trey Were
less pleased with one ar several aspects of progress in 23 aress.

Given the importance OF rehabilitatien activitieswithin the preserva-
tion strategy, it is not surprising © find that where rehabilitation
acivities were proceeding with few a- minor problem, the overall
preservation project was seen as successful; and, conversely where
rehabi litation projects «=re proceeding with more problems, the
gereral neighborhood preservation project wes perceived as less
successful (Table \-9). \

Scme commenalities appear 10 contribute 1D SUOCESS IN preservation
projects. For example, the more successful projects seem to be In the
marginally distressed areas with solid housing ‘stock and moderate-
income populaticn who are primarily remecwners, Rehabilitation staff
works out of an en-site 1ce, has been able to achieve high resident

V=11
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Table v
Charagtarization by Community Developnent Staffof Stags of Implementatlon
of 8elactad Feurth Year Target Area Proj 7ects By Type OF Cevelorment

as Of Mareh 1
(N=99)
Irplementation Stads Total ot~
. ] Not yel number cent
Project Aread of On Behind No le- OF of
Type Campleted  schedule  schedule  schedule schedule mented projecks  tofal
Neighborhood
pressrvation - 2 3 21 4 3 63 5]
Neighborhood
Redevelopment 1 - 10 4 3 - 18 18
Economic
Deys laomant - 1 7 1 1 - 10 10
General
Development - - 2 1 - - 3 3
Total nunbet
of projects 1 3 57 27 - 8 3 99
parcent of ,
total 1 3 58 27 8 3 100 100

Table ¥-7
Perceptionz of Community Development Staff of DO%ree of Impact Of Selected
Fourth Year Target Area PI’OJ%(ES by Type OF Development Project

Total

) Degres of bresot m numper  Per-
Project ] None/ early to of aent
Tvoe Substantial Moderate Mimor ragabive determire projects of
Neighborhood
presarvation u 20 24 4 8 67 69
Neighborhood
Redavelogment 8 1 a 0 5 18 19
Economic
Ceve looment 2 3 4 0 1 10 10
General
Deys lopment 1 1 2 2
Total numoer
of project8 2 5 32 4 14 97
Percent of
total 23 2 33 4 14 100 100

i
!
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~ Table V-8
Levels of Satisfaction by Strategy Type

Strategy Type High . Moderate Low

Neighborhood Preservation 21 24 23

Neighborhood Redevalopment 7 4 7

General Develogment 2 0 0

Economic Develogment 5 3 2
Table V9 r

Degree OfF Impact on Target Area by Neighborhood
Preservation Project Activities as Perceived by Community
Developnent Staff for Selected Fourth Year Target Areas

(n=55)

Degree of Inga_gt
Rehab _ None/ Too
Project Substantial Moderate Light Negative FEarly Total
Number with
rehab problems 2 4 8 2 3 19
Number without
rehab problems 8 n n 2 4 36
Total 10 15 .19 4 7 55

acceptance and involvement, and has also identified a group of contrac-
tors whic_:h_Berform quality rehabilitation work. There are also some
highly visible physical improvements to the infrastructure of the
neighborhood, often street and sidewalk improvements. These contrib~
ute to the external appearance of the area and help to improve its
image.

Several kinds of problem were frequently mentioned as affecting reha-
bilitation activities, including finding qualified contractors and
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assuring adequate resident involvement. Problems with amtractors
providing quality work on time and within budget are more pronounced
In rehabilitation than in other aspects of local programs.

With conventional capital improvement projects, for example, the set
of eligiple and experienced amtractors is known to the cities. Many
crties, however, have had considerably less experience with rehabilr=
tation gontractors. The shortage of quality rehabilitation con-

tractors is an issue of varying magnitude faced by almost all cities.

Problems with contractors were noted as particularly acute for six
city housing rehabilitation programs and in numerous project areas in
other cities. The City of Fort Worth has had difficulty In locating
enough private contractors to handle the demand generated by its reha-
bilitation loan and grant progran. In the words of the community
developnent director, the rehabilitation contractors "are S0 saturated
that they can't keep up."”

Des Moines also hes had a problem with locating enough reliable don-
tractors. City staff assessed their rehabilitation program as
successful but noted that it gould be more successful it better
quality work had been done by certain contractors. Baton Rouge has
had problems in obtaining the cooperation of contractors, partially
because same contractors, it ws felt, were incompetent. The
Philadelphia rehabilitation program had trouble attracting contractors
because OF apparent bureaucratic delay and related problems. To cir-
cumvent this, a non-profit housing corporation W established.

Securing resident cooperation and involvement iIn rehabilitation activ-
Ities W& an issue iIn some project areas. One successful technigue
cities have used to overcome residents” reluctance is the establish-
ment of an on-site project facility.

In Syracuse, for example, resident reluctance to participate In the
Washington Square Park preservation area project stemned from a fear
of systematic code enforcement. The city responded to the resident
apprehensions in a manner which many cities have found to be suc-
cessful: an on-site office wes established to further develop the
image that the program was a neighborhood program rather than a city
progran. Once a few hanes had been rehabilitated and residents began
10 see the benefits enjoyed by their neighbors, resistence diminished,

Neighborhood Redevelopnent

Neighborhood redevelopment characterized the activities being carried
out INn eighteen of the 99 sample target areas.

V=14




Redevelopment target areas in the sample Were gral ly situated
in former categorical progran aress. Projects have programed
for varying public activity, gererally |rf|:rastn_ structure (street, side-
walks, sewers, parks) improvements, In anticipation of encouraging
private developnent interests.

In general, redavelopment projects are seen to be substantially on
schedule (Table\-6). Ore project wes reported to be entirely com-

leted ad ten 1O be in conformance with all _scheduling milestones.
-Our were percaived to be behind schedule. Three projects were still
In the plaming stage ad did not yet have formal schedules.

Similarly, neighborhood_redevelopnent projects were perceived by local
respondents to have achieved a high level of impact (Table V-7).
Impact was reported to te substantial_in eight target areas and moder-
ate in oe. Achievenents were less significant but still visible in
four. _In the remaining five, It is 1o early 1O determine impact,
according t local program managers.

Consistent with reported_progress_a?ains_t schedules ad perceived
Impacts against goals, city officials evidenced a substantial level of
satisfaction with_redevelopnent target areas (Table V-8). Satisfaction
wes reported as high for nine areas ad moderate for five. Owerall,
perceptions of satisfaction were lower for SiIX project aress.

One of the most successful redevelopnent pro'!ects_, acocording to local
eSPOoN , Is located iIn the Mount Herman IN Portamouth, i
Virginia. Meount Herman_is a 200 acre redevelopnent area with predomi-

nately lew-incame minority residents. Sections of the nsightorheod
are severly blighted, and a large nurber of the structures have been
identified as targets for demolrtion ar rehabilitation. The area has
a very high degree of citizen involverent.

Mount Herman First received sustantial public investment in 1972 -- a
$10 million_capital grant under Urban Renenal. In 1977, 1t received

almost $4 million In ¢oeG and Urgent Needs fundings for acquisition,
relocation, drainage ad other conservaticn activities. Much of the

money wes used for housing programs which pramoted both rental ad
homeovmership opportunities.

Today, the city reports that residents are optimistic about their

neighborhood. Other residents appear anxious to move iInto the area.

Property values are rising, ad lenders are receptive to loan requests
residents.




Other renewal projects were also reported iIn a positive marer.  In
San Francisco, the Westem Addition project wes viened as a success —-
in spite of problem in establishing a strong commercial center for
gen]enareal'shea- "We are producing more housing than was

I _ll

The City of Kingsport, Tennessee, continued work in the area first

t in the ¥oP program, combining street and other _infrastructure
improvements, land acquisition and renabilitation activities under
cces with highly favorable results.

Not all redevelopnent projects were viened as successful . Seattle's
Central City area Is proceeding, but with "no end iIn sigit." The
required mprovements ad redevelopent are of a tremendous magnitude,
likewise the resources to sustain redevelopnent.  This is the
apparent dilemma facing the City of Indianapolis with regard to the
Broadway Park IItPgoj_ect- _The planners aonitted a "‘feeling of futil-
Ity here due to tre Intensity of the deterioration,” ad diffi-
culty In "just keeping our heads above water,"

Residents also shared frustrations, sometimes due 1o the enomity of
their plight, but also as a result of fighting the city for the atten-
tion they believe their area deserves. The Lircoln-Governor area in
Evansville, Indiana, was cleared in the first two years of the CDEG
progran. The city to find a developer to construct housi

on two-block area. M Tran the sale of land In a UDAG proj

was pregrammed tO subsidize this &velogment, UDAG funds have not yet
becme available, and no private developers have expressed interest.
While the City restudies the project, lad remains vacant, ad
local residents are frustrated by what they term "‘the City pramising
but not delivering."

Displacement was described as a current issue in a number OF redevalop-
ment target areas. Responses of several local officials indicate that
some cities have not dsveloped the administrative arrangements ad
strategies to respond to the problem,

Controversies which surround displacement ad relocation mey cause
delay in redeveloprent projects.  In Des ¥oines, demolition of 80
houses In a redevelopnent area was under contenticn because 12 of the
structures had originally been scheduled to be moved out of the reds-
velopnent area. the city decided to demolish all of the struc-
tres, residents ht the decision. They have managed to delay the
project while a battle over the fair market value of the properties iIs
. In San Francisco, sane residents took the city's camunity




developnent agency O oourt 1 Fight the extensive household reloca—
tion. This has prevented the citf/]'s code enforcement activities from

proceeding as uled.

Sioux Falls adopted a plan to use block grant funds 1o acquire land In
the Beadle-Greenway area for a railroad right of way. It required the
acquisition of only two residential properties that were cccupied at
the timle. The two families that faced displacement resisted, claim-
Ing, “we don"t want o mwe." These two families ad their supporters
have managed to prevent activity to this point.

Success 1In target areas may Create a '‘paradox’ — as neighborhoods are
Improved, property values rise ad housing opportunities becare mors
limited. The target population Of low- ad mederate-income households
may have 1O move, given market pressures.” As the Nhi/or_ notes, "Wwe
have to find a way t revitalize for the present population.”

Fcoremic Develomment

Studied cities devoted a relatively small portion of their resources

10 economic developnent in the fourth ram four. Ten of the
99 project areas had economic developnltoarrr?:g &5 m predominant foous.

Among the reasons relatively few blodk grant resources were designated
for econcmic development were that most program hed a residential
revitalization focus and to shift resources away trem neighborhoods
would be locally difficult; local agencies other than the community
developnent agency have jurisdiction over econcmic developrent, and
the developnent of econemic development plans, therefore, require more
time than was available subsequent to the March 1978 regulations ad
before fifth grogram year applications wers due; ad the difficulties
IN mounting ible projects represent a ccmplex challenge.

It was difficult 10 assess Whether a rot sconcmic developnent proj-
ects were on schedule. Most oF them were technical assistance efforts.
They consumed S\Atﬁf&tlrre but did rot often yield qe?%able units of
inst which to track ress, ar they yie outputs -~
magarehabi_litated store % a c_:orm'gerciai/ facelift -- which
resulted frem private action, ad only indirectly frem the block grant
activity.
With these oonsiderations in mind, nevertreless, local officials
ﬁneral ly report their sconcmic developnent projects and activities 1O
on or close O planned implamentation schedules (Table\6). Seven
projects were felt to be proceeding as planned, ad one was considered
1o be ahead of schedule. Ore project was reported to have been
delayed, and one was still in the planning stage.
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In terms of actual Impact achieved 1O date, efforts were reported to

be significant but, as would be extljected with predominately technical

assistance efforts designed to build capacity, somswhat less than iIn
other stra areas (Table\~7). Two projects were seen as having
achieved a sul 1al impact ad four a moderate mpect. For four
rojects the view was that visible effects 10 date had been medest,
for one 1t was felt that 1t IS too early 1O offer a reasonable

assesanent.

Responderrts rted high to moderate levels of satisfaction with most

economic devel prOJects (Table V- Satisfaction levels were
reported as h& far five econemic deve opnerrt activities ad modec-

ate for three. Two projects were seen as perfoming somewhat below

expectations.

The North Main Street project in Evansville is an example of a success-
ful economic devel project. It s a neighborhood business revi-
talization effort which will anchor a larger neighborhood preservation
project planned for future program years. The city IS providing
physical _improvements along North Main Street -- a median strip,
trees, sidewalks ard parking -- but the effort is primarily one of
technical su support to the local business association in its upgrading
of storefronts. The City staff have been working closely with the
association © help with plannatg and coordination, to secure Small
Business administration loans 10 support the facelifting OF
commercial burldings.

Kingsport's dowmtowm econamic developnerrt pr'OjeCt primarily consists

of one activity, a rehabilitationp for commarcial structures.
The project Is proceeding with no othe tEeans for activity in the
do‘fmto&m roxnnately 30 percent of 125 structures In this area

ilitated.

Fort Worth"s sconemic developnent projects, with one exception, are
technical assistance efforts related 1 a minority procurement project
and an_economic developnent oor,r;orat,lan The exception —- the Stock-
yards Redevelopnent project — IS conpleted.

In at least five sconamic development projects, and in a half dozen
rojects I|n (ither cities, mtiergov«armental d;rfglcultles were noted
ocal commumnity deve opnent agencies agencies at other
levels of govermment. Problems resulted_in delays_in funding or
approvals ad reviews. Respondents attributed their schedule compli-
ance, a lack thereof, to the timeliness of other Federal agency
funding: EDA, UDAG, SBA, loans, CETA ad Title X monies.
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General ¢ T t

A relatively small number of target areas in the study sample were
characterized by a predominance of general develomment activities.
Two of 99 areas were the focus of this strategy.

General developnent activities were found to consist of a variety of
public improvements — streets, curbs, gutters, lights, services ==
generally occuring at high levels of funding in fairly small areas or
at law levels of funding over fairly large sections,

Both project areas were seen to be proceeding on schedule (Table v-6),
to have achieved a substantial or moderate impact (TableV-7), and to
have engendered a high level of satisfaction (TableV-8).

Factors Aff Progress

Program Factors

Several program related factors affected the level of progress among
and between different strategies. They included: the relative need
of the area in which the pr%'gct IS executed: the complexity of the
project; and the nature of activities which comprise

a given project.

Progress seems related to the rumbar of activities in an area. For
example, although projects with seven or moe activities accounted far
53 percent of all projects, these projects accounted for 64 percent of
the total number of projects behind schedule (TableV-10).

3/ For purposes of this anaelgsis, the percent of low- and moderateb—e
incame persons wes used a surrogate for need, while the number

of activities was used to represent complexity of the project.

The number_of activities is not a perfect proxy for project com-
plexity, since it does not account for the relative difficulty of
activities. Rehabilitation, for example, is not differentiated
from sidewalk replacement, The rurbe of activities, however, is
a reasonable indicator of the extent of the interrelationships of
activities in a project. If me activity is delayed, it may
affect the timely implementation of the entire project. The more
activities there are in a project, the greater likelihocd there is
that one activity can cause this delay.
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"sableVv-10
Progress in Project Implementation According to Project Schedule
As Perceived by CDBG Staff In Selected PY 4 Target Area Projects of
March 1979 and According to Number of Activities in the Project

(n=68)
Proqrass Total
o ] (meber Percent
Number of Activities  Ahead OF On Behind of
In Project Schedule  Schedule Schedule Projects Total
3 or fewer 0 11 2 13 19
4 - 6 2 11 6 19 20
7-9 0 16 11 27 40
10 or maoe _ 1 5 3 9 13
Total number of projects 3 43 22 68
Percent of Total . 5 63 32 100 100

Even though delays are more likely in projects with a large number of
activities (seven or more), the data suggest that such projects are
moe likely to achieve a greater degree of impact once they are imple~
mented. Although accounting for only 36 percent of the projects
analyzed, projects with seven to nine activities, comprise 55 percent
of all projects which local observers indicated had achieved a sub-
stantial impact.
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Respondent's views of the extent of impact were compared 1O the per-
centage of low and moderate income residents In the area. As indi-
cated in Table V-11, mast interviewees tended tO believe that more
impact wes achieved in areas with relatively laser percentages of
lower income residents.

Table v-11
Progress in Project Implementation According to Project Schedule
as Perceived by CpBG Staff in Selected PY 4 Target Area Projects as
of March 1979 And According to the Percent of Low- and Moderate-Incame
Residents in the Area

(n=58)
!
Total Per-
Percent Low- and Progress Number cent
I Ahead of  On Behind of of

Moderate Income
Residents ~ Schedule Schedule Schedule Projects  Total

Les than 50 percent 0 7 4 11 19
50 - 59 percent 0 7 3 10 17
60 = 69 percent 1 10 4 15 26
70 = 79 percent 1 8 5 14 24
80 percent ar more 1 6 1 8 14
Total number Of projects 3 38 17 58
Percent of total o) 66 29 100 100

Community developnent directors were also asked which activities were
the mast important, easiest to implement, most difficult to implement,
and most successful. Table V-12 shows that housing was considered the
most important and successful type OF activity. It also W& viewed as
the most difficult to implement. Public improvements, primarily
street improvements, were mast often reported to be the easiest to

implement.

Nearly half of the interviewed local staff indicated that housing was
the mast important activity in their communities. No other activity
wes chosen by more than 10 percent of the respondents (TableV-12).
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Table V-12
Characterization of Types of Activities ad Actions
in Local &G Programs by @aG Directors

(n=21)
o Activity
Activity Most Most
Most Or actien  Difficult Successful
Important  Easiest To To Actavity Or
Activity  Inplement _ Inplement  accomodishment
Housing
Rehabilitation 11 2 7 7
Other Housing 2 - 3 3
Public
Improvements — 4 2 2
Public Facilities 1 3 - —
Public Services 1 ‘ 4 2 1
Economic ' |
Development 1 — — ' 3
Other . * *% *k%k
Could Not Isplate
Single Activity 5 6 6 4
Total 21 21 21 21

*% S o
Land isition.
wek O Niring City cooncill approval for cosa.

Project staff %lg@ were asked to rate the moréas{_:rd least sucoe%s]eful!ey
activities in their projects. Once again, ing eme as
activit¥ w%ry_ ICI)te/vas named meagrrgst succesg%ul ag%j/ity in
one-halT of projects for which responses were dotained. ~Street
and sidewalk improvements, the second ranked activity, was mentioned
by 11 percent of the respondents.




Institutional Constraints
Numerous institutional factors affected progress in ¢beé program inmple-

mentation. They mcluded capacity O adnlnlster program
activities (management ar‘dJ iction), including inte
cooperation; complexity influence of the local political situa-

tion, ad extent of non-local approvals ad reviens.
The community developnent agency is not ordlnarldgvg Superagency which

transcends local political scene; community plans are
not isolated £xom other local stramgles In none of the 21 cities
dld the local agency which plans the p ram inplement all activities.

Indeed, management of the community developnent program requires a
complicated Interagency process.

Camunity developnent agencies oontract with city line deparlmems ar
agencies to plan ad 1 n]illementrrany BCCIVItIeS The
Public Wor1<s for e is usually given responsibility O cb most

of the capltal mcprovement ad physica developnerrt projects; in Baton
Rouge, 1t IS responsible for mmplementing the entire program. Other
such as Parks and Recreation, Polloeand ire ;
Redeve lopment Authority, Housing Authorlft%/ of Health
and Safety, are assigned responsibility for inplementing activities
related ©© their functions. Contracting the Work limits the ability
of the agency to control quality ad the speed with which projects can
be inplenented. For example, in Seattle, most of the capita ngrove—
ment projects are designed by the City Egglneerlng . Project
implementation has been delayed because of a work log In the

Department.
The commnity deve lopment agencmﬁ gererally are new agencies created
for purposes of adninistering the progran. Cities have faced problems

with respect to the level of sta capaaty in the early years of the
program.

The agency is often limited with respect to the soope of activities

which it s able to inplement. Other departments have preestablished

responsibilities ad _]UI"ISdICtlonal fuctions. Inmany camunities,

comuunity devel rogran ad budgetary data have teen assenbled

ad categorized C|ty budget categories. These categories often are
not relevant to CDOBG reporting.

Beyond the local administrative 1SSUES of manaegement, jurisdiction ad
budgets, pol itical realities have impeded timely mplementatlm of the
progran. ro?ran director admitted, for e xmple that most of the
CLEG pro;ects could be completed In mree "if we vere able to

concentrate enough of our resources...but |t is humen political nature
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10 spread the money around as much as possible. . . .\When election time
rolls around for the City Council every foura'/gars, the Council would
rather have projects underway in as many of wards as possible
rathe;eéhan Just a few projects complated with more projects
pranised.”

Nan-local reviews and approvals often frustrated city schedules. San

Franciseo wanted to use Its loan pool to finance rehabilitation of

residential hotels, but ws deI%ed while 1t anaited an IRS ruling.

Sioux Falls wanted 1o use Ccpaé funds 1O pay the 1al assessments of

utilities improvements for lon-income residents, but HUD regulations

did not permit them to do 0. The City had 1 obtain State-enabling

legislation to pay those assessments frem other funds before pro-

ceeding with Inprovements. H
|

Conclusion

Based on data gathered In the 24 sample cities, cities appear 1 be
making_reasonable progress in implementing their CDBG projects. _
According t local icials, most target area projects are proceeding
according to schedule. Indeed only 20 percent of the target area
projects seem behlrrrgk scheduilﬁ mzéooal officials :ilre satisfied with the
progress they are ing wi comunity developnent program.
Approximately one-half of the target area projects have a:;hogl]eved
modest ar moderate inmpact.

o Predoninant sStratsgy Types. Neigntorhoed Preservation was
Tound 1 be the predominant strategy teing used by cities.
The median city planned 1O use 64 percent of 1ts funds for
neighborhood preservation, 29 percent for neighborhood i
redevel , eight percent general developnent, and five
percent for ecoromic developnent.

o Progress: Expenditure Rates. Most cities are making i
reasonable progress as measured by expenditure rates. Median
values ad ranges different strategy types and among
different lewvels of effort among strategy types are similar
and do not vary significantly by city size, regional location,
level of distress, ar previous progran experience.

e Progress: Schedules, Impacts, Levels of Satisfaction.
Similarly, mast cities are rqulrig reasonable ress as
measured by compliance with implementation ules, degree
of impact, ad levels of sati ion. Eighty percent of the
target areas wers on schedule and approximately 50 percent
have achieved at least a moderate Inpect.
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o

Factors Affecting Progress: Program Characteristics. In

general, progress wes not Tound ® be significantly affected

oy the level of need (asmeasured by proportions of law- ad

mederate-inccme residents) in target areas, but 1t wes

affected by the level of complexity (asmeasured by the nurber

gcft acttlgsltles) of a project as by the nature of the project
ivites.

Factors Affecting Progress: Institutional Characteristics.

Progress IS also Influenced by agency capacity to administer
p%r@m activities, the complexity ad influgo'rymce of the local
polrtical process, ard by rormlocal approach and services.
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CHAPTER VI

NEW REGULATIONS COVERING
LOW- AND MODERATE-INCOME BENEFITS

| ntroduwction

The "primary objective™ of the Housing and Community Development Act
of 1974, which created the CDBG program, 1S the "development Of viable
urban communities, by providing decent housing and a suitable living
environment and expanded economic opportunities, principally for
persons of low and moderate income, Every project using CDBG money
must: (1) "benefit low- or moderate-incane families;" (2) "aid in the
prevention or elimination of slums or blight;" or (3) "meet other
comminity development needs having a particular urgency."

The initial program regulations provided entitlement cities with great
latitude within which to comply with these ohjectives, Each applicant
only had to certify that its "Community Developnent Program had 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 eliminatien of slums ar blight,”

Studies by HUD, the Brookings Institution and NAHRO OF the first three
years of program cperation documented wide variation in the proportion
of its low- and moderate~income benefits. They also noted a decline
in the overall pfoportion of henefits going to low- and moderate-
income persons. 2/ 1In addition, several groups challenged KUD and
local community efforts to meet statutory concerns with respect to

1/ P.L. 93-383

2/ US Department of HUD, ¢DBG: Third Annual Report (Washington,
D.C., 1978); Chapter 4.

The Brookings Institution, Targeting Community Development,
Interim Report (Washington, D.C. , 1979) , Chapter 7.

NAHRO, "A Report on Trends and Findings of NAHRO's (D Monitoring
Project Journal of Housing (Feb. ,11978) , 66-72.
i




allocation of program benefits. They sought and, in some cases, _
obtained reprogramming of funds on the grounds that local programs did
not comply with the low- and malerate-incame benefit objective.

The 1974 Act wes amended by the Housing and Community Development Act
of 1977. Language was added which attempted to clarify or strengthen
Congressional objectives concerning the relationship of CDRG funds to
low= and moderate—income persons. For example, the amended statute:

e required that applicants take positive steps "to improve con
ditions for low- and moderate-incame™ persons and "to assure
that a preponderance of persons assisted (by subsidized reha-
bilitation) be OF low- and moderate income;" and

o required that the target population include "low~ and (empha-
sis added) moderate—income families" to prevent over concen—
tration of funds on moderate-inane households. The_ old law
specified low- or moderate-income (emphasis added).

Subsequently, HUD's program regulations implementing the 1977 statu-
tory changes were intended to carry out the statutory objective of
benefiting low~ and moderate-incane persons in a strong and committed
fashiom."

Although the regulations did not establish a specific benefit thresh-
old, they did provide a review standard for use by HUD Area Offices in
assessing CDBG applications, Under this standard, applicatiens that
estimate law- and moderate~income benefits of 75 percent or moe are
presumed tO be in conformance with the guidelines: others are subject
to moe extensive review.

3/ Tre use of the conjunctive eliminates the ability to focus on one
group only. Additionally, HUD now requires both groups to receive
enefits In proporticn to the "relative severity" of their needs

L24 CFR 570,302 (b)(5) 1

4/ Federal Register, Volume 43, Number 41, Part 111, May 1, 1978. 24
CFR, Bart 5/0,

This review guideline is not an automatic standard for determining
non-compliance. While compliance is presumed where benefit levels
are 75 percent or more, non-compliance IS NOt automatically pre-
sumed where benefit levels are less. In effect, the regulations
?rovide_cnly a means of alterting Area Office to the possible need
ar review.

2
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The new requlations also contained moe restrictive provisions under
which projects not benefiting low- and moderate~income persons i.e.,
those which aid in the prevention or elimination of slums or blight or
meet local urgent needs, would secure CDBG assistance.

Tmpact: An Overview

As was pointed out in Chapter T1, both the HUD analysis hased on a
representative sample of 151 communities and the Brookings analvsis
baser! on a simple of 41 jurisdictions indicated that in the most
recent program vears program benefits for low- and moderate-income
people increased.

Both analyses also concluded that the trend shaving an increase in
benefits for low— and moderate~income people hegan hefore the March
1978 requlations. Cities hegan tO give increased attention to low-
and moderate-income benefits subsequent to the inauguration of the new
Administration and the related new signals from HUD that communities
would have to improve their capacity, abﬂ.ity!5 and willingness to
target cpeG funds to the poor and near moor.

In almost all the cities that were studied, 7/ it was found that the
proportion of program funds planned to henefit lew- and moderate-
income people exceeded 75 percent levels. Moreover, local community
develomment respondents expressed the view that the new quidelines
would have a continuing effect on assuring high henefit levels to
low- and moderate-income households in the future.

Local officials in most cities reported few serious prohlems in com-
plying with the new regulations. The kinds of activities planned in
support of low- and moderate-income benefit objectives remained virtu-
ally unchanged, indicating a hasic interest in continuing olanned
projects. Additional increments of staff and other resources used to

6/ Both the finding that program benefits for low- and moderate-
income people have increased and that the increase began in 1977
were confirmed in a study conducted in 20 jurisdictions for HUD bv
Michael Tietz and Richard LeGates, "Have the CDBG Proqgram Benefit

Regulations Made a Difference?" April 2, 1979.

7/ The dismussion in this chapter is based on field studies by HID in
24 cities, as well as augmented by data an2 analysis obtained in
the Tietz and LeGates studv,
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comply with the guidelines were estimated to be small. The major
problem noted v localities was the inadequacy of 1970 census data for

estimated income.

Impact: A Look at Specifics

General Perceptions of the New Guidelines

Respondents in most cities felt that the new guidelines, with their
more precise definiticns and standards, had been helpful in planning
and estimating program priorities.

Many respondents reported that the new regulations had encouraged tem
to analyze more carefully their law- and moderate-incane benefit pro-
jections and to describe their intended effects moe thoroughly in
CDBG applicatiens. This more deliberative and focused process wes
seen as a positive contribution to local program development because
it provided local citizens with a better idea of the complex decisions
and trade-offs that often have to be meck in allocating benefits.

While the new regulations had a visible impact on thlgeguality of law-
and moderate-benefit analyses and projections, they less effect an
actual benefit levels between the fourth and fifth program year
(because, as moted earlier, changes generally were meck earlier). In
most of the sample cities, major shifts to law- and moderate-income
benefit levels were not required because cities had maintained reason-
able levels since the beginning of the program or because they hed
increased benefit levels in previous years.

In Richmond, "the law- and moderate-revisions have meant it's clearly
a law-income program here." In Boulder, a respondent felt the
regulaticns were "consistent with city philosophy." In Evansville
"the vast majority of all coaG funds have been going to target areas
since year ae."

In some cities respondents implied or freely admitted that the Appli-
caticns, i.e., the written statements of needs, strategies and plans,
were prepared to justify those projects agreed upon through the local
decisionmaking process. In those cities, a thorough job of determin-
ing benefits was less often attempted or achieved.

The comments of respondents in a large western city are a good exant
ple. "when we prepare our Application we first ask if tﬁe project is
located in a low-income area. 1If it is, then ve put the project under
the low- and moderate-income category. If it isn't we say that the
project removes duns and blight.”
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Anticipation Effects

In many of the cities that were studied, the response to the regula-
tions began at least a year prior to the final issuance of regulations
in March 1978. Sane respondents reported that there had been major
anticipatory effects of the regulations during the fourth program
year; others traced the most significant period to the third year.
Sane reported that shifts had begun after the first program year at
least for non-metro discretionary communities.

In sorting out effects of the cpBG program benefit regulations, it is
important to distinguish applications that are legally controlled by
the regulations fran those that are not. Both groups may have been
affected by the regulations, but for the latter category, change wes
caused by anticipation effects.

Two groups of applications submitted to HUD thus far are legally bound
by the March 1pro%ram benefit regulations: (a) those submitted after
May 1 of the fourth program year; and (b) those that have been submit-
ted so far in the fifth program year. These applications, by month
submitted, are illustrated in Chart VI-1. Of approximately 1,330
entitlement jurisdictions, only about 150 were legally bound in the
fourth program year. Approximately 350 fifth year ap'olications were
submitted through March 15, 1979. Thus, less than half of all entitle-
ment jurisdictions have an application legally covered by the regula-
tions approved at the time of this study.

Clearly, it is difficult to disentangle effects of the regulations per
se fran other influences that operated in the same direction. ne
respondent indicated that it was significant that the "administrative
climate” had shifted. Fran early 1977 onward, cities knew fran the
speeches of the Secretary and Assistant Secretary for Canmunity
Planning and Develogment that the low- and moderate-incame benefit wes
an area for concern, and were aware (to varying degrees at varying
times) of coming regulations.

This timing phenomenon is linked to several key dates. The major
watershed appears to be April 1977. Assistant Secretary Embry's
Notice to Field Staff stressed the importance of low- and moderate~
incame benefits and announced the Department's intention to issue
tough regulations in this area. This notice Was issued in time to
impact the majority of third year applications, and many informants
indicated that it had a significant effect.
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Early in the fourth program vear another benchmark date occurred with
the Issuance on October 25, 1977 of proposed regulations, One respond-
ent stated: "the proposed regulations had the effect of the final
requlations." Many respondents indicated that anticipatien of the
final regulaticns was more important than the legal effective date In
altering jurisdictiens' behavior.

One implication Of these strong anticipation effscts during the third
and fourth program years was that informants sometimes reported little
difference between those fourth year apelications legally bound to
comply with the regulations (those submitted after May 1, 1978) amd
those submitted by an earlier date. Most respondents suggested that
recipients had gotten the message and already mece changes in third-
year applications, In short, May 1 = the formal effective date of
the regulaticns — wes much less important a watershed than the issu-
ance the April 15 Notice a October 25 provosed regulations,

Low- and Moderate-Incane Benefit Levels

Communities are required to provide both one-year and three-vear esti-
mates of the proportion of program benefits assigned to law- and
moderate-incame people.

In the studied cities, the men low- and moderate-benefit level for
respective cne~year estimates was 88.6 percent (Table VI-1). All but
three cities showed levels above 75 percent, 20 showed levels 85
percent and 14 showed levels of close to a above 90 percent.

In relation to three-year estimates, the mean low- and moderate-inccame
benefit level was 89.5 percent, All cities estimated proportions
above 75 percent, 18 showed levels above 85 percent, and 13 showed
levels of close to a above 90 percent.

8/ There is ohwiously a difference between HUD's aggregate trend
data ard the figures reported by studied cities.~ Several factors

explain the difference. among them: differences in samole char-
acteristics (data In this chapter Is based on 24 cities, data
Bresen_ted earlier is based cn 151 cities); and differences in

enefit calculations (data in this chapter is based on Applica-
tions cnly; data presented earlier IS based on Amplications
supplemented with a census tract analysis).




i Table VI-1 )
Proportion of Benefit to the Target Population
Reported by Applicants In PY 5 Applications

(N=24)

City PY5 PY 5 ad by /
AKron 73.0 75.9
Baltimore 87.8 8.1
Baton Rouge 73.4 84.4
Bethlehem 70.9 83.0
Bloomington 75.5 79.4
Boulder 89.0 90.5 a
Des Moines 89.8 88.1
Evansville 89.2 91.0
Fort Worth 100.0 100.0
Greenwich 94.4 96.0
Indianapolis 1.0 92.0
Kingsport 85.3 89.0
Philadephia 96.6 94.2
Portsmouth 87.0 82.0
Pueblo 95.7 97.0
Richmond 100.0 100.0
San Diego 77.1 75.0
San Francisco 84.0 84.0
St. Louis 87.7 87.4
Seattle 97.8 97.4
Somerville 100.0 100.0
Sioux Falls 94.0 95.0
Syracuse 87.0 86.0
Tuscaloosa 100.0 100.0

Mean 88.6 89.5

Source: PY 5 Applications.

Independent analysis suggests that the shift toward low- and moderate-
income benefits approached $280 million. 3/ This estimate is con-
firmed by HUD's trend data which shows that low— and moderate-incame
benefits could have increased by as much as $325 billion. 10/

9/ Tietz and LeGates, 'Benefit Regulations."

1o/ Assuming the shift in benefit proportions was from 61 percent In
program year three to 66 percent iIn program year four. See

Chapter II.
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Low- and Moderate-Incame Benefit Trends

Almost all informants agreed that the program benefit regulatiens have
had a significant impact. Howewer, there is some variation in
respenses regarding the degree of impact, the extent to which impacts
represent real as opposed to paper changes, and when the changes
occurred.

among the 24 cities studied, benefit levels estimated in fifth year
applicatiens generally represented continuations or increases in those
estimated in fourth year applicatiens (Chartvi-2). |In four cities
benefit levels increased significantly; in 15 they increased slightly
or remained the same; and In five cities they declined somewhat,
Those WO reported no or marginal shifts generally suggested three
possible explanations: cities already allocated a high proportion of
their CDEG furds to law- and moderate-incane benefit: the April 1977
notice had achieved a substantial shift earlier; or the Area Office
had previously required cities to allocate substantial funding to
low- and mederate-income benefit prior to the regulaticns.

Not all the reported shifts necessarily constituted actual realloca-
tins, Substantial changes in the way in which programs are described
and justified were reported. Qe respondent noted that the vocabulary
is changing en fifth year applications and there is a much moe
refined level of argumentation over program benefit issues. Another
rogram manager stated that activities cnce characterized as elimina-
ticn of slums and blight are now described as berefiting law- and
moderate-income persons, with appropriate changes to justify this.

Other program managers also indicated significant shifts from slum and
blight to law- and moderate-income projects, but were less clear on
what, if any, substantive changes were meck as the projects were
redescribed, Several program managers indicated that 1t was Area
Office policy to require cities to shift fram dm ard blight to law-
and merate-incame projects, and that cities are conforming with
their wishes.

Low as ) rct From Moderate W B

The new requlations added a requirement that each applicant address
the needs of low- as well as moderate~income perms, given the nature
and relative severity of their needs.

VI-9
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thart vi~-4

Changes in the Ratio of Benefits to Low- and Moderate-Income
Persons, Program Year Four to Program Year Five

. (N=24)

120 -

1)
[

[ ]
0

~3
[ ]

o
«

ul
[ 7]

Cilios Visitad
~
«©

Parcent of

w
[

N
©

N

[ ]

[
Sl ES e

mlaCMn_

I T
TR

Same Inereaosc

* Based upon a comparison of estimates of Iow- and moderate-income
benefits provided in fifth year Applications and obtained from
local CDBG staff for the prior year. Where the latter was not
available, the direction of change was determined by examining

changes in the nature
tions and opinions of
the site visits.

and scope of CDBG activities from Applica-
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Program managers reported wide variations in field practice with
respect to tracking low- as opposed to moderateincane benefits. A
few indicated that they have set up or are in the process of setting
up procedures to monitor low- as opposed to moderate-incane benefits.
Others indicated that they have always distingished low- and moderate-
incame benefits.

Several indicated that at this time they were not able to easily
distinguish low- £rom moderate-incane benefits. In one city the
respondent appeared to confuse this requirement with those covering
the entire low- and moderateincane population.

No jurisdiction conducted a major plannin% exercise ar altered signif-
icantly their mix of activities as a result of the new requirement to
separately address the needs of low-income and moderate—income persons.

Most local community developnent program managers indiaated that they
believe law-income persons benefit about as much as moderate~

incame persons and many indicated that the regulations have made them
more aware of the law-income benefits.

Low- and Moderate—Inme Benefit Activities and Projects

Recent changes in categories of CDBG activities included: increased
emphasis on housing rehabilitation, targeting of funds to lower-income
Nerghborhood Strategy Areas, and greater emphasis on economic develop-
ment .

Virtually all program managers noted the heavy emphasis on housing
rehabilitation activities. Several attributed this trend, in part, to
the fact that rehabilitation activities can be income—tested and as
such, clearly_%ualified as meeting law- and moderate—incane benefit
requirements if income requirements are limited to low- and moderate-
incame persons.

Another theme In program managers comments was that jurisdictions were
targeting funds more specifically to lower-incane Nerghborhood Strategy
Areas (NSAs) . The primary reason for this appears to be the specific
NSA targeting requirements In regulations which were issued concur—
rently with the low- and moderate-income benefit regulations.

The final major shift noted was an increase in economic developnent
activities. These are encouraged by changes in the 1977 Act, regula-
tions and the general policy climate. The program regulations also
permit many classes of economic development activities to be counted
as low- and moderate-inme benefit activities.
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In addition to these three general trends, respresentative changes in
the content of CDBG programs were noted in four cities.

The largest change occurred in Bloomington, in which no more than 23
percent of the residents of any census tract have law- or moderate-
incomes. In order to continue an ongoing, citywide project which
would have otherwise been considered ineligible, Bloomington estab-
lished an income limit. Had the project been deleted, the city would
have sutmitted an Application with a benefit ratio of under 75 percent
for the three-year planning period and, therefore, would have been
subject to detailed HUD review.

In Boulder, four neighborhoods which hed previously received funding
were no longer considered by CDBG staff to be eligible because of the
lower proportion of low- and moderate-incame residents. In Bethlehem
the CoBG staff eliminated a project which would have continued the
city's efforts to replace streets, curbs, gutters, sidewalks, and
trees in a middle-income area. In the last case, Richmond, a small
($3,000) project to fence in a day care center in a middle~income
neighborhood, was dropped after HUD objected to it.

Methods Used to Qualify Low- and Moderate-Incame Activities

The regulations provide for a variety of qualification standards for
low- and moderateincame benefits, For example, cities may use one or
more of the following ways to qualify projects:

e income limits: projects with income limits equal to the
Departmental definition for low and moderate income;

e majority beneficiaries: projects with a majority of the bene-
ficiaries of law and moderate income.

®  economic development: projects with a majority of jobs tar-
geted to law- and moderateincame perscns.

e principle use: projects with principle use planned for law-
and moderate-income perscns.

e architectural barriers: projects wri=h remove architectural
barriers.

e special projects: projects serving an area with less than a
majority aw- ad moderate-income perscns where the appli-
cant has few or mo such areas.

e integral part: projects which are an integral part of
projects which benefit low- and moderate-income persons.
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Based on an examination oOf applications in the sample cities, the most
frequently used qualifying standards were: income limits, majority
benefits, and principle use (Table VI-2). Tre bulk of the projects
qualified using income limits were rehabilitation loan and grant
programs Using Section 8 or similar income ceilings. Only one juris-
diction used the provision permitting a project which is not itself
beneficial. to the target group to qualify as an integral part of a
project which does benefit law- and moderate-incane. Only two cities
employed the special provision permitting projects servicing less than
a majority of low- and moderate~income persens to qualify.

Non Low= and Moderate—Incame Priorities

Projects not qualifying as benefiting low- and moderate-income persons
can be qualified as aiding the prevention @ elimination of slums and

blight as meeting urgent needs.

In terms of one-year estimates, the mean funding level of projects
qualified under these categories was 11.4 percent; and in terms of
three-year estimates the mean level was 10.5 percent (Table VI-1).

An average of 37 projects were planned to be undertaken during the

fifth program year in the cities visited for this study. Of these
projects an average of three in each city were not qualified as bene-
fiting the low- and moderate-income population they were typically
classified as aiding In preventing or eliminating slums and blight.
Almost none were exclusively qualified under the urgent needs provi-

sion.

Table VI-3 depicts the distribution of the non low- and moderate-incane
benefit projects.

Non Low- and Moderate-Income Activities and Projects

The projects which were qualified under suns and blight or urgent

needs provisions comprise a variety of activities, The largest
cluster of these activities was focused on street improvements (Table

VI-4). Few changes appear to have been meck in the numbers, types, or
locations of projects and activities not benefiting law- and moderate-

income persons. é

HUD Monitoring and Review

Respondents indicated that Little change in benefit ratios occurred
during HUD review. They felt, however, that the Rotential €or review
and the capacity to condition an application may have far-reaching
effects on the types of projects funded over the long run.
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Table VI-2

Methads Used to Quallfy Projects in Program Year Five Applications
Low-"and Moderate-Income

low/mod
Special provision

with limited or
no low/mod

Income limit
development
Architectural
sbarriers

Economi.c
- "Integral”

Majority
Jpart
T

U=prs
13‘;;/ mod

-~

Akron
Baltimore
Baton Rouge
Bethlehem
Bloomington
Boulder

Des Moines
Evaosville
Fort Wortl!
Greenwich v
Indianapolis
Kingsport
Philadelphia J
Portsmouth
Pueblo

Ri. chmond v
San Diego

San Francisco
st. Louis
Seattle J 4
Somerville -
Sioux Falls v v v 1 1
Syracuse J 4 v v ‘
Tuscaloosa |

LSRN R
-~ s\
N NS -~
NN NS
-~
[y

(&
~

<

N RN NN NN NN N ae N«

Source: PY5 Applications and Field Notes
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Table VI-3 -
Distribution of Non-Low- and Moderate-Incane
Projects in PY 5

(N=23)

Number Number Number of
Percent of of of non-low/mod
Non-low/mod—— Cities———Projects———Projects
0 5 143 0 |
Less than 5 2 270 3
5.01 to 10 3 116 i 8
10.01 to 15 8 235 28
Over 15 5 87 19 a
Total n 851 61

Table VI-4

Numter of Projects Under Slums and Blight/Urgent
Provisions Planned for Program Year Five

Type of Ar‘fi\lif\Jl Number Planned

Public Services
Code Enforcement
Urban Renewal Completion
Street Improvements
Historic Preservation
Refarestation
Residential Rehabilitatien
Acquisition
Property Management
Pedestrian Malls and Walkways
Planning
Parks and Playgrounds
Cammercial/Industrial Facilities
Relooation
Disposition
Project Improvements
Local Development Corporations
Water and Sewer
Clearance

Total

%Cﬁ (A)(A)-bl\)l\)l;wb-b\](ﬂ\jh@ﬁbi—'l_\
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HUD requlations provide that even if a project is proposed as eligible
by providing benefits to persons of law= and moderate-incane, it IS
subject to possible review by HUD under the provision relating to
"maximm feasible pricrity.” Such a review is independent of the 75
percent review threshold. Therefore, regardless of applicant's
estimated benefit ratio, each low- and moderate-income project ma be
separately justified as benefiting low- and moderate~income persons.

In the fifth program year, such reviews resulted in minor clarifica-
tiens, The changes that occurred were not central to the focus of
local cpBG programs. As mentioned earlier, one project not in a

low- and mgxderate-income neighborhood was disqualified 1n Ridhmond.

In Bethletem, the city was required to provide detailed justificatims
for projects even though they were continuations of projects previ-
ously approved.

Perhaps the most extensive challenge during the HUD review process
ocourred in Pueblo. The HUD Area Office challenged 11of the city's
17 low~ and moderate~-income projects. Ong improvements to a pri-
vately awned facility, was ultimately disqualified. Two were approved
after minor clarification., One which failed to qualify as law- and
moderate~inceme was justified on the grounds of aiding slums ad
blight. Another was divided, half as a law- and maderate-incame proj-
ect and half as removing blight. The remaining six were justified
after the city conducted door-to-door surveys In the project areas.

Problems, Issues and Casts

Measuring shifts in program benefits between the fourth and fifth
program years is difficult because of problems involved in separating
out anticipatory effects from changes in the ways In which programs
are described and justified, and external factors influencing city
performance.

An example of probable anticipatory effects is provided by the City of
Seattle. Although local officials did not link madifications In their
program to the specific requlations, they did, nevertheless, initiate
a major redirectien of their program In the direction of low- and
moderate-income projects and claimed sensitivity to the apparent shift
In HUD's administration of the COBG program.

Same respondents readily admitted that applications were prepared as
after-the-fact justifications for projects which were locally endorsed,
without specific association with the regulations. Because the low-
and moderate-incame benefit regulations constituted only a portion of
the provisions that had to be complied with, enly limited efforts wee
made in these instances to determine benefits.

VI-16




In cne large mid-Western city visited, the increase in program bene-
fits appeared to be directly linked to a change in the methed used to
derive such benefits. In earlier years, staff computed benefits on a
project-by-project basis which meant that portions of projects tar-
geted for low- and moderate-income people could not be counted. How-
ever, since the new requlations permit benefit to be determined at the
activity level, all efforts aimed at benefiting the target population
could be attributed to the program benefit ratio. Thus, in spite of
the fact that regulations were aimed at insuring that a higher propor-
tion of program benefits wes directed to low- and moderate-incane
people, the regulations provided flexibility in designating benefits
associated with the programs and areas for CpBG funding. In a similar
vein this cities noted that because they were no longer required to
estimate program benefit according to frequently out-of-date census
data, they were free to select data that permits the highest possible
computation of benefit.

Difficulties in isolating the impact of the program benefit regqula-
tions from external influences were noted by a number of cities. 1In
one small Northeastern city, for instance, the community development
program was, to a large degree, a continuation of past urban renewal
efforts. Projects consisting principally of street improvements and
residential rehabilitaticn were cancentrated in or near the central
business district, where renewal activity was focused. With the elec-
tion of a new administration, the focus of the program wes shifted to
a poorer section of the city in which a large-scale street improvement
and residential rehabilitation program hes been planned to start the
fifth year. The change apparently reflected both a response to the
requlations ad a shift in the local political climate.

Few of the surveyed cities indicated that significant additional

resources had been spent to compute low~ a moderate-income percent-
ages, to qualify projects, or to prepare project justifications. Nae
had hired additional consultants a new staff, although all indicated

e increase in staff time allocated to this part of the applications.

Many noted that the breadth of the provisions, which were intended to
apply to a diverse range of entitlement communities (from small,
affluent cities such as Greemwich to large distressed cities such as
Philadelphia), allowed for a good deal of flexibility in the way in
which applicants could meet the requirements.

The most commen and significant complaint was the lack of up-to-date
and accurate data available by target area or NSA. This problem wes
central in the case of Boulder, where four neighborhoods which had
previously received funding were labeled ineligible because of changed
populations, In attempts to reduce the inaccuracy of census data,
many jurisdictions turned to R. L. Folk and other sources for more

recent income statistics.
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Cenclusicens

In general, this suney indicates that there hes been a shift In
empnasis 1N CDBG programs in the direction of increased benefits to
lav- ad moderate-incame people. Al of the cities sunveyed met the
presumptive test of compliance, reporting that at least 75 percent of
0BG funds were to be directed to the population. 24
entitlerent cities visited during the study registered few changes in
the oontent ar gecgraphical focus of thelr community develogment
programs between the fourth ad fifth program years.

Because of the current difficulty of measuring program benefits, there
IS a pronounced variation in Sﬂgrceprtlons Ing the degree of
Impact, the actual time the shift Occurred, the relative effects of
extermal influences, the types of jurisdictions most significantly
affected, and the degree 1O which the benefits irdicate real as
orrasad 1o paper changes.

Although HUD improved Its monitoring and review processes during the
Tifth year application cycle, none of the cities surveyed noted
substantial problems ar ‘Increases in_oost_in preparing fifth year
applications, nor did any report having hired additional consultants
a rew staff. The most common complaint concermed the lack of up=to-
date ard accurate data available by target area or NSA.

Given_the nenness of the regulations, the changes which have eccurrad
are significant. Current trends conceming program benefit impact
indicate a real shift in asis In favor of law-_and mederate-ircome
groups in CDEG prograns. t 1S, perhaps, most significant about the
new regulations s the degree to which trey have increased local
sensitivity to national objectives.
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CHAPTER VII

NEW REGUIATIONS QOVERING
NEIGHBORHOOD STRATEGY AREAS

Introduction

Neighborhood Strategy Areas (NsAs) are defined as project areas in
which grantees undertake "‘concentrated community developnent activi-
ties_in accordance with a comprehensive strategy for upgrading and
stabilizing the area." The NSAs are intended to provide a focus for
community development expenditures and In doing so 1O produce
"_substa{l/tlal long—term improvements within a reasonable period of
tne." =

While NSAs are not mandatory, the regulations encourage their _use in
several . For example, cpeé funding for public services IS
restricted to services which are "necessary and agpropriate" to
support the CbeG-assisted physical developnent activities of an NSA.
Further, although they may be incidentally provided for others, public
services must be directed to ¥sa residents. That is, "well over half"
Ofm%ehédesCIplents of ¢coeG funded services must be residents of desig-
na ;

The NSA regulations provide direct incentives for increasing benefits
to low- moderate-inccme persons and for encouraging projects which
prevent a eliminate slums a blight. First, all ss project funds
allocated to NSAs where the majority of residents are lox- and
moderate-income qualify as benefiting the target population. Second,
no concentrated activities to eliminate ar prevent sluns and blight

are allewed under the new regulations, unless the area IS designated
as an NSA.

For each designated NSA, the applicant must develop a comprehensive
plan which:

US.. Depacrtment Cf_HOUSingorE%nd Urban cevelopment, "Handccok 6503.1,
Review and Processm’% of muNIty Develogment Block Grant Entitie-

ment aApplicatiens," March 29, 1979, p. 4-1 and 4-2.




e Provides for a combination of physical improvements, public
facilities and services, housing programs, private investment,
and citizen self-help activities appropriate to the needs of
the area,

e Coordinates public and private development efforts; and

e Provides sufficient resources to produce substantial long-term
improvements in the area within a reasonable pericd of time.

Impact: An Overview

The majority of the cities studied have adapted their programs to the
NSA concept. In many cities existing target areas were converted into

NSAs. The new requirements resulted in more focused targeting by area.

They encouraged cities to reduce the number and size of areas desig-
nated for concentrated treatment and encouraged HUD's Area Offices to
subject proposed programs to more systematic reviews.

Twenty-one of the cities studied identified NSAs in their fifth year
applications. Only three, Bloomington, Boulder and Greenwich, did
not. Further, respondents in 17 (71 percent) of the cities in the
study indicated that they adapted to the NSA approach with minimal or
no difficulty.

In Des Moines, for example, six fourth year target areas were
converted directI%/ into NSAs with no major changes in planning and

programming. Officials in San Diego viewed the NSA regulation as

Erovidin_g additional support for the kind of targeting the city had
een doing since the first program year.

Impact: A Look At Specifics

General Perceptions

A m_alj_ority of local respondents stated that the NSA concept would
facilitate the achievement of at least one of three key CDBG national
objectives: assisting law- and moderate-income persons, meeting
urgent needs, or preventing or eliminating duns and blight (Table
VII-l).
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_ Tablevil-1_ o
_ Extent to Which NSA Regulations Facilitate
a Hinder the Accomplishment of daticnal DG Objectives

(n=13)
FaciTitate Hinder NO
Accomplishment  Accomplishment  Effect

Assisting lov- ad 9 3 1
moderate-incomse
persons
Preventing/elimi- n 1 1
nating slums ad
blight
Meeting urgent needs 8 4 1

A majority of respondents also thought their pgggram met all three of

the naticnal objectives listed in Table VIi- 11 of the Trespond-

g;\_tshéss percent) said their program aided in preventing slums and
ight.

Respendents held somewhat different views on the extent to which the
new guidelines affected local objectives (TableVII-2). Four city

_ . Table VII-2 o
Extent 1o which NSA Regulations Facilitate or
Hinder the Accomplishment of Lccal Objectives
(n=14)

Faciljtate Hinder NO
Accomplishment  Accomplishment — Effect
Local Objectives 4 2 8
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respondents felt that the NSA approach would facilitate local objec-
tives, eight stated that the regulations would not affect local goals,
and two said the guidelines would hinder local programs because they .
could, in effect, frustrate city efforts to initiate community devel@/p-
ment programs in several areas simultaneously.

Relationship of Target Areas to NSA Designations

Among the 21 cities which designated NSAs for 1979, 13 increased the
extent of targeting by reducing the number of areas designated for
concentrated treatment (Table VII-3). Cities not reporting a reduc-
tion in the number of areas scheduled for focused attention were
already targeting program resources to a relatively small number of
areas.

Overall, the number of NSAs identified in this program year was lower
by 26 percent than the number of target areas identified for the
previous program year. The cities that accounted for the greatest
increase in targeting were Baltimore, which reduced its target areas
by 41 per cent, Fort Worth, which reduced its areas by 84 percent, and
Portsmouth, which reduced its area by 80 percent.

Much of the difference in the number of NSAs versus target areas for
these cities can be accounted for by the following reasons: the amal-
gamation of several previous target areas into a single NSA; the
completion of objectives within some target areas; the impact of HUD's
criteria for activity designation; and the need to reprogram funds to
achieve sufficient concentration of activity for designated NSAs.

Camunity development officials in several cities where little or no
difficulty wes indicated with the NSA concept noted that NSAs were
consistent with the targeting they had been doing all along, and thus,
the new regulations presented no major problems. In the fourth pro-
gram year, 21 (88 percent) of the cities conducted most of their
activities in subareas of the city which were defined as eligible
under the fifth year NSA guidelines. OF 167 NSAs designated in the
fifth program year, 161 (96 percent) had been target areas in the
prior year. The cities targeted a median value of 84 percent of their
rogram funds to specific neighborhoods rather than on a citywide

asIs.

Officials in cities where fifth year adjustments represented more
fundamental reallocations of funding were generally those in which no
real targeting had been accomplished in previous years. Although

St. Louis had designated target areas in the fourth program year the
number selected was S0 large that the program focus was essentially
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Table VII-3 ]
Conversion of Target Areas to Neighborhood

Strategy Areas (NSAS)

(n=24)
Fourth Year Fifth Number OF
Target Year Target Areas
City Areas NSAS Converted to N8As
Akron
Baltimore * 38 * 2% 2% *
Batﬁln hRouge 13 14 13
Bethlehem :
Blooming’tgn o .L.l § § J
Boulder - - -
Des tvbinlelrs 6 6 6
Evansville 11 11 1
Fort Worth o 20 3 -(-)
Greenwich ~ - - -
Indianapolis 9 8 8
Kingsgort 3 1 1
II;’)h'i_tlsadellﬁ)fr]]ia 45 4o *k 4 é[
ortsmo 10 2
Pueblo 2 1 1
Richmond 5 3 3
ggr.] ID_puis 20 13 13
1ego 4 5 2
San Francisco 8 6 6
Seattle 5 5 5
Sioux Falls 2 2 2
Sanerville 1 3 1
Syracuse 8 6 6
Tt R ; 7 T
226 16/ 161

* Number of target areas estimated.

** No NSAs designated. _
¥k Application under review. NSAs not approved by HUD,
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citywide. st., Louis proposed all 20 of its fourth year target areas
as NSAs in the fifth program year and Philadelphia submitted a total
of 42 NSAs for approval. In both instances, HUD Area Offices raised
questions about the large rumber of areas designated as Ngas, &/

Bloomington, Greenwich, and Boulder hed no previous targeting experi-
ence and decided not to identify NSAs for 1979, partly use local

officials thought no areas existed which were considered appropriate

for NSA designation.

Program Characteristics of NSAs

The mix of activities and resources most cities planned for NSAs in
the fifth program year varied widely. Generally, however, they were
similar to those activities which had occurred in the same geographic
areas in the previous year. Indeed, respondents from 18 of the 21
cities reported that the numbers, types, and mix of activities did not
change between the fourth and fifth program years,

Of the 115 NSAs studied, 99 (86 percent) were classified by community
developnent staff as neighborhood preservation pro#'ects, 11 (10 per-
cent) as neighborhood redevelopment projects, and five (4 percent) as
economic developnent projects. The predominance of neighborhood
preservation projects results from several factors. First, in the
fifth year, several cities closed out downtown target areas, most of
which were classified as econcmic or general developnent areas.
Second, many Urban Renewal projects were closed, reducing the number
of redevelopment projects. Further, there has been a strong trend in
the direction of neighborhood preservation projects among CDG funded
programs during the last few years.

The average NSA project was comprised of seven activities in the fifth
year (TableVIi-4). This is the same number of activities that was
planned for target area projects in the previous year and tends to
substantiate the reports meck by the 18 cities that little or no
change occurred in the types and mix of activities between the fourth
and fifth year.

2/ The Area Offices ultimately disallawed seven of the areas desig-
nated as NSAs by st, Louis, The Philadelphia Application is
currently under review.
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Table VII4
Distribution of the Number of Activities in NSAs
(n=113)

Number of Activities
ScrﬂLess 412:‘86 7 109 10 ar More

Number oT NSAS

Although estimated expenditures ranged up to $4,980,000, cities in the
flfth) program year are expected to spend an average of $807,000 (Table
VII-b).

Table VII-5
Distribution of Estimated CDBG Expenditures
in Selected NSAs
(n=113)

CDBG Expenc 1tutes (in dollarsg
Less Than 250,001 500,000 ,000,
250,00d 499.999 999.999 or_more
Number OT NSAs 22 Ig Zlb 35

Sixty-six percent of the NSAs were projected to be completed by 1982,
and 80 percent by 1983 (TableVII-6). Respondents pointed out that
HUD, even though the national authorization for the CDBG program runs
only through 1980, required longer—-run projections and commitments.

Socio~Economic Characteristics of NSAs

Areas designated as NSAs exhibited a wide range of characteristics.

Table VII-7 presents data on the size of 76 N for which data were
available. The mean size per NSA was 77 blocks and the median size

was 67 blocks. The size ranged from two to 295 blocks.




Table VII-6
Projected End Year for Selected NSA Projects
(n=100)

End Year
1979 1980 1981 1982 1983 1984 1985
7 7 TT 29 TZ TT g

Number oT NSAS

Table VII-7
Distribution of Size of NSA Areas in City Blocks
(n=76)

Size (1n blocks)

[ess Than 100 or
25 Blocks 2549 50-74 75-99 Moe
Number 0T NoAS T3 T7 8 T8 T8

The mean pogulation of NSAs was 10,018 persons and the median popu=~
lation wes 9,229. Population varied from 500 to 52,034 persons.

Table VII1-8 provides a distribution of NSAs by population Size.
Because respondents indicated that the population of over 80 percent
of the NSAs was similar to that of the former target areas, it appears
that boundary changes between target areas and NSAs were minor 1n most
cases.

Table VII-8
Distribution of Population of Selected NSAs
(n=83)

Al

Population (In number_of _persons)
Less Than 5,000- 10,000- 15,000- 20,000 or

5,000 9,999 14,999 20,000 more
Number 01 Neas 2( 19 1o o 11
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Nearly two-thirds of the residents of the NSAs studied #=rs low- and
moderate-incame persons.  The percentage of the population within
these income groups In these areas ranged frem 37 10 95 percent. The
mean and median percentages were both 64. Table VII-9 provides a
distribution of the percent of low- ad moderate-income residents.

Pe £ Lot el odrat Persons i
rcentage o Moderate-income Persons In
Selected NSAS (n=40)

Percent of Low- and Moderate-1ncome Persons

Less Than 80% ar
50% 50-64% 65-80% More
Nurber ofF NSAs 5 16 13 6

Inpact of the NSA Requlaticns on Local Decision-making

Although 1t is difficult to separate out the many factors inwolved, it
IS clear that the NSA regulations presented cities with a decision
Tframework which often encompassed competing priorities ad interests.
This was particularly true in regard to decisions conceming what
areas were 10 be designated as NsAs--an ISsue which, iIn many cases,
Intensified the debate over budgeting among elected officials from
different areas within a jurisdiction. In some cases, the process of
desigratirg_NSAs_iml working out careful agreements conceming
long—term Tinancial comitments 1 different neighbornoods.  In over
halT of the cities studied, the number of target areas hed to be
reduced. For example, 66 (29 percent) of the areas targeted for
ooncentrated assistance in the fourth were not designated as NSAs
in the fifth year. Although zcme OF these fourth target areas
were not designated as NSAS, because projects in areas were com-
pleted a because they were _being continued as non~designated areas of
activity, some were not designated as NSAs because of the new require-
ment that NSA areas nust be provided with sufficient funding to affect
substantial improvements iIn a reasonable period of tine.

The NSA determination was not an easy process in many cities.
Baltimore, for example, which submitted an application with 23 NSAs
comprising approximately 40 percent of the city’s area ad nearly 45
percent Its population, tound difficulty in collapsing the nearly
40 target areas Into NSAs which could produce long-term benefits with-
In a “‘reasonable period of time.” Directed by HUD O reduce the
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number OF areas In the fifth ){ear, the city complied, tut not without
complaining abut the difficulty of selecting such target areas.

Philadelphia experienced the same kind of difficulty. In the fourth
year, the city had designated 45 CDBG target areas out of a possible
150 neighborhoods.  "Virtually all of its 150 neighborhoods were
eligible for ¢paG," according to sane members of the city planning
staff. One planner sumned UP the situation by stating that "‘to talk
abut needs in Philadelphia s ridiculous." Phlladelghla's fifth year
%ﬁplication, which provided for a reduction of on{g three Nsas over

e fourth year application, was under review by the HUD Area Office
at the time of the field visit.

Because the new NSA concept encourages the targeting of funds into
specific %e raphic areas, it runs counter, inmany cases, to the
desires of elected officials to swfr}ead money among many constituencies.
As one CDBG director commentad, "Wwhen election time rolls around for
the City Council every four years, the Council would rather have
projects underway in as many of the wards as possible,. "

The comment Of one alderman, "‘that in the fourth year 1 vowed |
wouldn"t _be left out” indicates scme Of the pressures faced by local
CDBG administrators in designating Nsas,

At the same time, however, many city officials felt that the NSA
requirement provided them with great latitude to offset political
pressures. In kingsport, a memper of the Board of Aldermen commented
that the requirement for a comprehensive plan sufficient to achieve
long—term improvements would increase the targeting of program
resources and support targeting objectives by restricting the extent
to which cpeG program decisions would bend to local pressures over a
period of years. Another community development official commented
that the NSA regulations would have direct impact on his capacity to
influence the direction of the program tecause "if there would be
strogg political pressure for another kind of activity, we would be
backed up by the regulations.”

Other perceived advantages conceming the potential impact of the NSA
requirements on local decision-making were often of a more long-range
Kind. Many sawv the requlations as an indication of a more supportive
Federal attitude for using coG funds to achieve real improvement.
According to a neighborhocd planner in St, Louis, devel?_pers and home-
awners were pleased with the NSA concept because "they feel that the

designation would not have occurred unless there ws :
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Problems, Issues and Costs

Ameng the seven (29 percent) cities which had some problems in adapt-
ing to the new NSA Regulations, there were some common themes concem-
Ing the reasons why adjustment was difficult. First, it was apparent
that_cities which not previously targeted funds under cpec and
earlier categorical programs were not as prepared to implement the NSA
approach as those that had. Second, there were certain types of
cities for which the strategy of geographic concentration of funds was
viened as inappropriate, based on the distribution of need. Third,
sane cities did not agree with the interpretations of the regulations
provided by their respective Area Office.

For cities with 1o previous sxperience With geographic targeting of
funds, NSA regulations suggested a fundamental re-allmation of fund-
ing, involving new processes for the definition and resolution of
priority setting. Further, actual implementation of the Regulations
required a new approach to program management because programs which
were originally set up 1o provide for administration at activity
level (including budgeting procedures and management information
systems) had to restructured to provide for administration at the

geographic unit lewvel.

Respondents_in some cities felt that geographic concentration was not
the appropriate strategy for their cities because the intended bene-
ficiaries of the cDeG program were not amcentrated in specific areas
of their cities. For exanple, city officials of smaller cities (po'pu—
lations under 100,000) more often Telt that their lower-income popula-
tions were dispersed and could not benefit from focused strategies.

Of the nine cities with populations under 100,000, three did not
designate any ¥sAs in the fifth year claiming they had no areas which
qualified, and the remaining six cities designated only 13 NSAS iIn
their fifth year applications—fewer than the number OF ¥Sas which
might be expected, even taking into account the size of the cities.

Cities located in certain areas of the country designated fewer NSAs.
Among the 24 cities sampled for this study, cities located in the West
d@sftﬂnated fewer target areas in the fourth year and fewer NSAS In the
fifth year than did Cities In other areas. In the opinion of one city
administrator, the NSA guidelines limited the effectiveness of the_
program_in some newer cities .. ,where the decentralization of resi-
dents with _lower incomes #S substantially greater and where blight and
deterioration are less concentrated geographically."
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Chart VII-I
Comparison Of Target Areas to Neighborhood
Strategy Areas by Region
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Finally, for some cities, Hup Area Office interpretation of the new
uidelines influenced the designation of vsas,  In several cases, Area
ices required cities to reduce the nurber of target aress. As a
result of HUD review, Seattle more narrowvly defined Its areas of con-
centrated activity, Baltimore reduced Its 40 target areas to 23 Nsas,

ad st, Louis reduced its 20 fourth year target areas to 13 iisas,
Philadelpnia's application, which included 42 NSAs, had not been
approved at the time of the field visit. In sum, the area Offices are
reported 1O have subjected city applications to close scrutiny and, iIn
many cases, 1 have required a sharper concentration of program
resources in NSAs.

Broad Inplications

In a few Instances, local officials argued that_the NSA Requlations
may, If too rigidly enforced, restrict their ability to adequately
serve lov ad moderate-incame people.  Seattle, for instance, consid-
ered the requirements relating to NSAs_the most troublescme aspect of
the new 0eG Regulations. While agreeing with the basic objectives of
the requirements, the city staff believes that the regulations could
restrict the flexibility the city feels that it needs to address the
roblems of Its low- and mederate-income persons, particularly those
Ids that do not live In concentrated ar mpacted aress.

Other cities found problems with the requirement to restrict funding
of public services to services which are "necessary and appropriate
10 the support of physical devel _INNSAs.  Some expected exten-
sive pressure from local political officials and neighborhood groups
to have their areas designated as ¥sas in order t maintain eligibil-
ity for public services. According to one community development

icial, "citizen groups want therr areas identified as NSAs to get
public service."

Sane local officials were concemed that the NSA regulations might
encourage head-to-head competition for limited dollars ameng nerghbor-
hoods, and along with some Citizen representatives they argued tha

the requirements might, in the long run, be detrimental t effective
citizen participation. A few also argued that limitations an physical
davelopment and long—term comitments tO a smaller nurber of activi-
ties In specified areas «could create tensions with citizens® jl%em%ﬁts
tions of thelr needs.  One coment Trom this group wes that "Resi

want short—term visible projects ad immediate results.”

Residents frequently asserted that NSA Regulations may cause cities
"mot 10 designate some of the more deteriorated ad bligtted areas | .
within their jurisdictions as treatment aress.' For example, officials
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in Fort Worth indicated that they would concentrate ¢peé funds In
those areas of the city with the greatest potential for public ad
private rehabilitation in order t© maximize visibility ad success.
In effect, limited cDBG funds restrict the magnitude of problems that
can be dealt with through CDBG funds. Even with more funding, the
time needed O completely revitalize the more deteriorated areas of
the city s beyod realistic planning horizons.

Most respondents, however, felt that vsas were a valid concept. Vhile
pointing 1 potential problems, they ackrowledged that NsAs were
consistent with_statutory intent in relation to revitalization ad the
need O fecus limited resources on specific problems,

Menitoring and Accountability

The emphasis in the new regullations on developing a comprenensivs
strategy for ¥sas has Important inplications for how _and to what extent
program will be monitored. The frfth year applications required
Q:T%es to justify proposed wsa designations by supplying the following
information:

o Long- ad short—term objectives, quantified whenever possible;

o Physical improvement programs 10 be carried out with block
grant funds, such as code enforcement, rehabilitation,
acquisition, demolition, ar public Inprovenents;

o Any related prograns proposed, such as Urban Hemesteading and
Section 8;

o Public services, If any, 1 be carried out in support of the
physical improverent projects;

o An Implementation schedule showving the anticipated t_imin% of
activities ad the coordination of ¢beG activities with
funded by other sources;

o The anticipated resources, including ¢cpe¢ funds, other Federal,
State, County, ar local funds, ad private investment;

o Tre role of any neighborhood organization; ad
o Haw the housing assistance goals (particularly rehabilitation)

ad general lecations in the Ing Assistance Plan support
'trf;lqizatim Strategy. oo

the comunity's neighborhecd revi
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Although the increment of additional resources needed tO meet expanded
reporting requirements wes considered to be modest, sane additional
staff other resources were required in preparing fifth year appli-
cations. One_city contracted for a special needs assessment survey
and another hired one additional staff person to complete the Applica-
tion. Most community development directors felt the time required
because of the NSA regulations was not a significant burden.

Lack of comparable data bothered sane cities. Traditional planning
and budgeting techniques did not help in meeting NSA requirements.
Prior target areas and current NSAs have been defined according to
boundaries which do not match existing census_tracts or traditional
planning districts. Needs assessments were difficult because existing
census data was out of date and did not correspond with NSAs: ", ..the
required NSA data did not exist, would be extremely expensive to
acquire, and would still need to be updated every year or so because
of changing neighborhood conditions.”" Further, many city budget
systems did not_easily accommodate geographic accounts. Mast were set
up based on project activity expenditures. Officials in sane cities
resisted committing themselves to developing the monitoring mechanisms
necessar%/ to carry out the long—term objectives required by NSA Regu-
lations Dbecause t e%/ believe that significant changes in the CDBG
program might well be made during its reauthorization in 1980.

Conclusions

The most discernible impact of the NSA Regulations is that a majority
of cities adapted their programs 1O the NSA concept. OF the 24 cities
in the study, 21 identified NSAs in their fifth year applications.
Further, respondents in 17 of the cities indicated that they adapted
to the NSA approach with minimal difficulty. Aside from these overall
findings, certain trends and issues were recognizable in the following
specific areas:

o Anticipation_effects of the r%lations. In most cases,
cities which most easily adapted to the NSA requirements were
those which had previously targeted funds geographically.

o National versus local objectives. The majority of respondents
indicated that the NSA concept would facilitate national
objectives of increasing benefits to law- and moderate~income
people, but were less sure of the impact on local objectives.

o _mpact on local decision-making process. Although the regula-
tions have not yet greatly altered the range ar mix of CDBG
funded activities, evidence suggests that they may affect
future programming .
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® Relationship OF geographic targeting to the distribution of
In_certain cities. Certain CIties ¢laimed that geographic
concentraticn was rot the gppropriate strategy for their cities
since the Intended beneficiaries of the ¢ces program are not
concentrated 1IN specific areas of the city.

e Public services restriction. some cities felt that the new
regulations, by restricting public services 1 NsAs, would
{_ ibit their ability t meet the needs of their local popula-
on.

e [Effect on citizen participvation, Officials in scme cities
were concermed that the NSA regulations would Increase compe-
tition ameng neighborhoods ad local representatives ad
might, thereby, a long-term inpact on citizen participa-
tion N community develogment programing ad implementation.

e [esignation OF ¥8As _in marginal ly-bligted areas. The neces-
Sity 10 produce visible, quantifiable results my ted O tilt
the content of local comunity developnent programs tonards
less blighted aress.

e Increase In HUD menitoring activities. Respondents reported
more careful HuD monitoring OF TITHN program year applica-
tiens, Al 1 Tew cities reported substantial increases In
costs due o this intensified review process, many foud it
difficult to adapt existing data t the requirements of the
new Regulations.

In sum, although inpact varied according to local conditions ad the
nature of HUD Area Ice interpretations of the regulations, the
overall short-term effect of the regulations aggeared 1o be oonsider-
able, and evidence suggests that the future Impacts may be even mors
significant. Given 1ts _direct Inpact N the oomprahensive plannm%he
process ad the allocation of coeG funds, the potential impact Of
NSA ior{qept IS likely 1O be greater than most changes made In program
regulations
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CHAPTER VI

NEN REGULATIONS COVERING
BECONOMIC DEVELOPMENT

Introduction

Although Title 1 of the Housing ad Camunity Develogment Act of 1974
cites the need "to expand econamic opportunities, principally for
persons of law- and moderate-income,’ it did not initially include
econanic developnent ameng Its list of national objectives.

Nonetheless, several general of economic developnent activities
were undertaken during the early %Qa[s of the block grant program.
These included planning ad feasibility studies, direct loans ad
grants to businesses icularly in former ¥cdel Cities areas), the
creation of multipurpose community developnent corporaticns, and
public works and other Improvenents of the Urban Renewal type. CDBG
could also be used as the local match for Federal grant-in-aid pro-
grams such as za public works, planning, ad technical assistance
grants.

While the exact amount and scoge OF sconemic developnent activities
undertaken under CTEG IS not known, Tt IS clear that such activities
were funded by a significant nurber of grantees. HUD data indicate
that approximately half of all communities L/ allocated funds to
econanic developnent in at least one of the previous program years and
about cne-third allocated funding to such activities in all program

years.
The total amount OF expenditures classified as sconomic developnent

ranged £rem 10 percent to 13 percent of annual allocations in the
first theee years. Recipients appeared to be moving anay from acqui-

1/ Data frem a representative sample of 151 jurisdictions.




sition ad clearance pregrams and toward efforts——in both neighborhood
commercial areas and _central business districts—that emphasized reha-
bilitation of nonresidential properties ad street improvements, 2/

The 1977 Act added econamic developnent as the eighth national objec-

tive ad expanded the range of sconcmic developnent activities eligi-

ble uder ccec, The new regulations vere set forth In two sections:

Section 570.203, which permitted localities to undertake direct

ecorcmic developnent activities, and Section 570.204, which enabled

communitiss O provide grants to private ar community-based entities
INn economic developnent work, Including Local Develop-

ment Corporations (Locs) and Small Business Investment Corporations
(SBICs) » J
Direct sconcmic devel activities eligible uder Section 57/0.203
include: (@the pu of real property; (2) the purchase, con-

struction, rehabilitation, ar improvement of public facilities; ad
(3) the purchase, construction, rehabilitation, and improvement of
commercial ar industrial fecilities. Activities permitted th

grants to eligible entities uder Section 570.204 include: (@) tech-
nical assistance; (2) financial assistance,_including sorking capital
ad funds for property acquisition; (3) assistance 1O mlnorl_t?fbgjn—
tractors; axd (4) the funding of econcmic developnent ar neighborhood
revitalization efforts not otherwise eligible uder CDBG.

Projects funded under the new sections hed to meet general pro?[ap i
requirements, including at least one of the three basic coeG eligibil-
ity criteria:  berefiting law- and moderate-incame persons, eliminat-
ing slums and blight, addressing urgent needs.

The primary intent of the sconemic developnent regulation was to
enable grantees to became mMore involved In the process of stimulating
lecal econamic revitalization. Ultimately, 1t wes hoped that the
economic developnent provisions would help to leverage local invest-
ment funds, stimulate both commercial ad industrial activity, help
rehabi litate the city’s capital infrastructure, and create additional
jobs for low- and moderate-incame people.

Impact: An Overview

Econemic_development Is viewed as a priority inmost cities, ad the
new provisions were seen as a means of expanding CDEG activities In




this area. According 1O the 24-city study, larger ad more distressed
cities vwere more likely to propose activities under the new provisions
in the fifth progran year. P Is based on the new guidelines vwere
distributed approximately equally between direct economic develo?nent
activities ad activities funded through eligible entities. While
same C|t)|/ officials complained about certain procedural aspects of the
new regulations, most expressed the view that they provide clearer
guidance than previous HUD regulations.

Impact: A Look At Specifics

Incidence of Ecoromic Jevelopment i

Nineteen of the studied cities (78 percent) funded some form of eco-
nomic developnent activities in the fifth program year (TableVIII-1).
City officials estimated that overall allocations for economic develop-
ment activities vwere | r than those of the previous year in 11 of
the cities ad were smaller in five of the cities. Clearly, local
community developnent budgets reflected an increasing interest in eco-
NOMIC deve lopment,

In 12 of the 19 cities which funded econcmic developnent activities in
the fifth Ero?ran year, the activities were qualified uder the new
sconomic lopnent provisions. Eignt of the localities funded
direct_econaomic developnent activities through Section 507.203 ad
nine cities funded econcmic devel through an_eligible entity
uder Section 507.204. In five of the cities, projects or programns
were funded through both of the new sections.

The 12 cities using the new provisions proposed a total of 29 separate
activities. These activities accoutted for $16,377,750 of s funding
ar an ave of 76 percent of their fifth year entitlements, divided
almost equally between direct activities ad eligible entity activi-
ties. While the new activities accounted for as_little as 0.2 percent
of the fifth year grant in one city, the proportions were more Visible
In others, ad ranged up to 17 percent.

Tre 12 cities not funding activities under the new provisions were not
necessarily disinten In_the possibilities ar unaffected \%me
Increased emphasis iIn the 1977 Act on economic developnent. ile

In nine of the cities indicated that other coeG eligible
needs currently were greater, only four gave other needs as the sole
reason for not utilizing the new sections. Usually, multiple reasons
were cited, including facts that economic developnent wss being
supported through other Federal programs, that other CDEG sections
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Table WII-1

Total Activities and Allocations Pursuant to the
New Economic Development Provisions, in Program Year Five Program

(n=24)

Direct Economic
Development

Eligibility-entity
Economic Development

Total (570.203 and

(570.203) (570.204) 570.204)

City by PY 5
Dollars grant Percent of
in size Dollars Dgllars Dollars Program Year
descending) Number of  Allocated Number OF A_ﬁocated Number OoF  Allocated Fiv%
order Projects (in 000's) Projects (in 000's Projects (in 000's Grant
Philadelphia 2 $1,439 2 $5,200 4 $6,639 9.8%
St. Louis 4 3,165 1 430 5 3,595 10.6
Baltimore 3 2,630 0 0 3 2,630 8.5
San Francisco 1 194 3 8324 4 851.8 32
Seattle 1 32 0 0 1 32 0.1
San Diego 1 300 0 0 1 300 8.9
Syracuse 0 0 1 750 1 750 8.8
Fort Worth 1 250 3 655 4 905 12.0
Des Moines 0 0 1 133 a1 133 25
Somerville 1 175 1 25 2 200 55
Richmond 0 < 0 2 330 2 330 17.4
Bethlehem 0 0 1 12 1 12 0.7

14 $8,010.4 15 $8,367 4 29 $16,377.8 7.6%*%
* Meanpercent.
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were enabling activities t© be funded, that there wes uncertainty
about the regulations, ar that more time was needed to develop eligi-

ble projects.

Although these 12 cities did not take advantage of the new economic
developnent provisions, they did carefully review and debate the
regulation s.  In seven of the cities, CDBG staff members noted
that future funding wes probable or certain. Respondents in tiese
cities indicated that it wes simply a matter of finding or designing
projects that were appropriate.

Economic development planning efforts were increasing because of the

extended possibility of ¢coBG funding provided by the new regulations.
In Bloomington, an official noted, "I expect it will force Us tO nowe
faster than we might otherwise.," In Evansville, a CDBG program staff
member observed that the new economic development eligibility already
has managed to "eqad our vision and perspective with regard to the

areas in which ve ocould operate."

Characteristics of Cities winich Used New Reaulations

As 1 1 1n Table VIII-2, 1:12cities  : the new i
were  a a _t_in  rms of their -

lat n size 11 : il Their fifth year grants r
instance,. averaged ! illion. All had t to xtensive cate-
g f : I o and 1 tonehad v - i
d:v I S 13 in i "y 3  Recent (1 unemployment
figures In the localities ranged from 38 percent to 45 .’

85 percent. Ten £ tl¢ 12 cal r UDAG distress
cities. 'idti izat of then  cctims was « North-

e d i : -

Of the 12 cities with no economic developnent programed under the new
regulations, only one (Indianapolis) could be termed large on the
basis of population ar CDBG grant size. Two more had 19/5 populations
of 250,000 to 300,000, while the other nine had fewer than 150,000
persons. Similarly, fifth year entitlements were relatively small,
with a mean of $ million. Average 1978 unemployment was approxi-
mately 55 percent, and only two OF the 12 localities were UDAG
distress cities. Although half (6) of these cities had applied
earlier coBG funds to econamic development activities, only three had
done so either with significant expenditures ar_in more than one
program year. With regard t region, again, utilization was high
among Northeastern citles.
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Table VIII-2
CDBG Economic Development Funding and Selected
Characteristics of Cities

City (by Program Funding via 1975 UDAG Previous Funding
year Five grant new sections Population Distress of Economic
In descending) (in 000's) Rank City Developnent via CDBG
Philadelphia 6,639 1 Yes Yes

St. Lauis 3,595 6 Yes Yes
Baltimore 2 530 2 Yes Yes

San Francisoo 852 5 Yes Yes
Seattle 32 7 Yes Yes
Indianapolis 0 3 No Yes

San Diego 300 4 No Yes
Akron 0 10 - Yes Yes
Syracuse 750 12 Yes Yes

Fort Worth 905 8 Yes Yes
Baton Rouge 0 9 No Yes
Evansville 0 13 Yes Yes

Des Moines 133 11 No No
Portsmouth 0 14 Yes Yes
Somerville 200 16 Yes Yes
Pueblo 0 15 Yes No
Richmond 330 21 Yes Yes
Bethlehem 12 20 Yes Yes
Sioux Falls 0 19 Yes No
Tuscaloosa 0 22 No Yes
Boulder 0 18 No No
Greenwich 0 23 No No
Bloomington 0 17 No No
Ringsport 0 24 No No




Direct activities uxer Section 507. 48

Pursuant to Section 507.208, ‘14 direct scoremic developnent activities
were incluced in the fifth program _of ane-third (8) of the
cities (TableVill-3). 3/ participating cities allocated from

02 percent 1o 9.3 percent of their fifth year program entitlenents t©
such activities, with larger cities terd(;;g to_prggram more projects
but not necessarily %ureater their fifth program
Iadip_ts- St, Louis Tunded four separate activities.  the section,
Baltinore three, ad Philadelphia two. The other five crties proposad

one each.

Taken together, the seven projects In st Louis ad Baltimore account

for half the activities udertaken as direct scoremic developnent ad ;,,4
over three-quarters of the_total fuding allocated. _In the other six

cities that programed activities uxder the new provision, the amount

ad overall percentage of their entitlenents were considerably loner,

but the range of activities wa similarly broad.

Areng the 14 activities programed as direct sconemic develogment,
five were neighborhood comercial projects (TableVII-4) . Except N
Baltimore, the primary focus of these projects was rehebilitation.
The projects were site-specitic ad gererally located In one or nore
Nei&grmod Strategy Aress.  The most frequently mentioned form of
assistance W loans to businesses.

Six of the 14 activities vwere industrial developnent projects. Four
vere a single sites. Property acquisition and _inproverent ar
construction oOF rty wvere included in all of projects.
Leveraging of otrer, larger public fuding scmetimes seemed 1O be a
paramount dojective. _In Philladelphia, for instance, a sizegble
$900,000 cpBG allocation was matching a $13.3 million EDA Title IX
%ant- St, Louis also expects 1 seaure a large EpA grat with a
,8%65,000 coec alllocation.

3/ \hile ggplication agproval was perding at_the time of the site
visits 1Ih several crties, o respon indicated that
anticipated difficulties in dbtaining HUD authorization for” the
activities.
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_ Table VIII-3
Funding of Direct Economic Development Activities

Program Year Percent OofF Number O Projects by Type
City Five Program Year Neighborhood CBD Non-
Allocation Five Commercial Commercial Industrial Physical
(Dollars) Entitlament
Baltimore $2,630,000 8.5 1 1 0 1
Fort Worth 250,000 34 1 0 0 0
Philadelphia 1,439,000 2.1 0 0 2 0
San Digeo 300,000 2.7 1 0 0 0
San Francisoo 19,400 0.1 0 0 1 0
Seattle 32,000 0.2 o 0 1 0
Samerville 175 000 49 1 0 0 0
St. Louis 3,165,000 9.3 1 1 2 0
$8,010,400 3.9% 5 2 6 1
*
Mean percent.




TABLE VIII-4
General Type and Location of Direct Economic
‘Development Activities

WuTtiple Sites

_ inale Si | Fied i twid ,

Neighborhood 2 3 0 5
comercial ($2,400,000)  (%$1,295,000) ($3,695,000)
CBD . 2 0 0 2
Camercial  (§ 650,000) ($ 650,000)
Industrial 4 0 2 6
($1,101,400) ($2,434,0000 ($3,635,000)
Non-physical 0 0 1 1

(¢ 30,0000 ($ 30,000)

Total 8 3 3 14
($4,251,400)  (%$1,295,000) (%$2,464,000 ($3,010,400)

Most coeG officials indicated that the focus of their Section 507.203
projects was on both attracting and retaining businesses, rather than on
expansion of existing operations. The anticipated outcomes tended to
focus primarily on area revitalization and secondarily on jabs. In only
four of the projects did the respondents indicate that the primary
purpose was job creation.

Funding of Eligible Entities Under Section 507.204

Fifteen economic development activities were funded in a little over
one-third (9) of the cities through eligible entities (TableVIlI-5).
These entities included private non—-profit entities, neighborhood-based
non-profit organizatims, local development corporations (LDCs), and
small business investment companies (SBICs). The allocations to eligible
entities for econamic development purposes varied considerably, ranging
from $12,000 to $3,800,000 for individual activities.
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Table VIII-5 o
Cities Funding Eoconomic Developnent Activities
Through Eligible Entities

(n=15)
Program Percent
City Number Year Five Program Year

of Allocation Five

Projects (dollars) Entitlement
Bethlehem 1 $ 12,000 0.7
Des Moines 1 133,000 25
Fort Worth 3 655,000 86
Philadephia 2 5,200,000 7.7
Richmond 2 330,000 174
San Francisco 3 832,350 3.1
Sanerville 1 25,000 06
St. Louis 1 430,000 13
Syracuse 1 750 ,000 8.8

Table VIII-6 sumarizes the general orientation of the projects and
the funding level of each category. While neighborhood commercial Or
mixed—-use activities were the predominant types of projects,
industrial developnent efforts nonetheless accounted for a larger
share of dollar allocations.

Among the 15 activities, two general characteristics predominate.
First, most efforts involved neighborhood commercial endeavors. These
were the exclusive concern in nine projects and were part of three
more projects.

The second characteristic of note wes the general type of assistance
provided through the 15 eligible-entity projects. In 11 projects,
technical assistance and loan packaging were clearly the primary
activities; five projects were identified as including loans for work-
ing or venture capital.

Eight of the projects used cpBG funds as the local share for the Small
Business Administration (SBA) 502 loan program. Such projects usually
operated citywide, although in three cities they pertained exclusively
to specific neighborhoods.
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T T Proj mwT\ﬂm"fgh Eligible Entiti
ypes of Projects Funded igible ities,
By l\lnberjorf Activities ad Dolla%s Allocated

VaItiple sites

Project Tvze  Single Site but scec ified Citywide Total
Neighborhood 2 2 5 9
commercial ($ 450,000) ($ 805,000) ($1,687,350)  ($2,942,350)
o 1 0 0 1
commer Cc ial ($ 300,000) ($ 300,000)
Industrial 0] 1 | 2

($3,800,000) (¢ 750,000)  ($4,550,000)

Mixed commer- 0 1 2 3

¢cial ad (¢ 133,000) ($ 442,0000 ($ 575,000)
industrial

TOTAL 3 4 8 5

(¢ 750,000) ($4,738,000) ($2,879,350 ($8,367,350)

The importance ad viability of leveraging additional, larger sums of
public funding were clear £ram the descriptions of the 15 projects. In
13 of the activities, some association with sBa, EpA, or Section 10B was
ified; In oe of the two cities where Federal programs were not
mentimed, state money was teirg matched as part of a conscious strategy.

The anticipated cutammes Of the econemic developnent endeavors under—
taken by eligible entities were described with considerable variation.
Most respondents indicated a strong focus on business area stabiliza-
tion a revitalization. Job creation was explicitly mentioned by some

roject directors ar cormunity devel t personrel, but usually as a

—product.  Most projects seemed to be directed at attracting ar
retaining businesses, ar both; the goal of expanding existing opera-
ticns was mentioned as primary in only two cities.
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Shifts In Econanic Develormment Strategies

It is difficult to determine whether the 14 activities funded under
Sectien 907.203 ad the 15 activities funded uder Section 507.24
represent new ar additional prograns ad the extent to which the
activities were directly influenced by the HUD Requlaticns,

In all but three Instances, city officials Indicated that the activi-
ties either had begun In a previous program year or wers Scheduled to
begin_In the current program year. This suggests that many of the_
activities had actual ar oonceptual roots IN local efforts preceeding
the statute ar related regulations.

However, a case-by—case analysis of cities where sufficient data were
available, reveals instances of specific changes In activities funded
in the fifth prograndye?r- These _include the allocation of larger
funding levels, the designation of more specific target areas, ad the
delineation of a wider range of activities.

St, Louls was the leading city In implamenting direct activities under
the roxllismrtlzd ofandSectlon 507.2(Bof|]rc1_1t%1ms of numbe {s of projects,

allocated, percentage ifth year entitlement spent on
sconemic developnent.  The general focus of st, Louis! expenditures
was samewnat different from that of previous years. Clearly the city
put more emghasis ON economic developnent in the fifth than iIn the
fourth program year. In addition to increased funding, there wes a
shift in activities from a strategy of one primary project (Franklin
Industrial Park) to a numser Of projects.  Direct developnent propos-
als included: $1,89%5,000 to purchase ad |n]1o:urove land for industrial
expansion ad/or relocation ad as matching funds for EDA assistance;
$870,000 for market studies ad public Improvements for four neigh-
borhood commercial areas; $250,000 to relocate a railroad track
improve the potential of the riverfront for tourisn; ad $150,000 t©
develop and 1mplement a program to_enhance the corporate mage of the
city ad encourage business expansion ad relccaticon there.

The_fifth year program in Baltinore also included a sizeable allo-
cation for direct sconemic developnent projects. The IS in this
city was mostly on comercial pr%gcts, including a $2,100,000
shoppl&cerrter project, a $500,000 loan program for small business,
and a $30,000 loan progran to assist graduate students of business
schools.  Although all three projects hed been proposed in earlier
years, the comercial loan and student loan projects hed not been

accepted as part of previous 0eG applications.

San bisgo adopted a carefully drafted five- plan In 1974. No
explicit changes were evident in overall prﬁ{ties, but certain
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changes N sconemic developnent Ies could be cksecved in the
fifth progrgnﬂyear- The crty"s focus shifted to Ie\@rag!g% private
investment anay frem the_labor-intensive, lov-skill joo dbjectives
of earlier efforts. Two additional cormercial centers were funded and
mimrity business counselling W eqpanded.  The major effort, hon
ever, wes a residential and commercial complax, asSiISted by almost

$2 million of @&s funding. Whereas prior cDeG projects gererated an
estimated 2,200 permanent jobs over the previous four years, the fifth
year projects are estimated to result in about 3,000 direct jobs over
the next three years.

The City of Richmend, which used the largest percentage of fifth year
funds Sectien S07. 204 |c_)r0|jqcts, apgeared 1O alter considerably the
fecus, breadth, ad 1al inpact of i1ts sconamic develogment
activities as a_result of the new regulations. The largest portion of
Ridmond™s Section 507.204 allocation was $300,000 Tor the Downtown
BUSINESS Devalomment Program. The program wes intended to provide
technical and assistance, Including considerable outreach
ard pramotion, Half the appropriation is 1o be set aside for verture
caprtal to amall ad mirority-cwned businesses.

Overall, same respondents indicated there were more geographical tar-
\%gtlng ad/or rew pregrammatic elements in the fifth year. InFort

rth, for example, the activities propesed Were neightorhosd conmer=~
cial prograns in three specific Neighborhood Strategy Areas (NsAs) .
In Richmond, though the new program 'wes always sitting around,™ it
had been available citywide, rather than restricted to the Central
Business District ¥33; " furthermore, acoording to the project planrer,
while some OF the activities could have been funded under the o014
regulations, the $150,000 for verture capital loans could not have
been, "and that"s going to meke this thing fly."

Inpact on Planning and Applications

Nineteen of the 24 cities Cited sconamic development needs in their
coBG gpplications for the fourth year.  In the Tifth program year, all
but three cities included scoramic developnent needs In thelr applica-
tions, and these citiss--Bouldsr, Bloomington, and Greenwich--were all
gsrall, non-distressed cities with 1ov ueploynent rates.  Furthermore,
In almost all of the fifth year applications, the ecoramic develogment
needs sscticns manifested marked improvements In clarity ad explana-
tion over the equivalent sections In the preceding year's applications,

The primary benefit of the plamning process, identified in seven of
the cities, was that it bolstered the priority of economic develomment
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projects ar advanced comprehensive planning. Other beneficial results
mentioned were the coordination of CDBG activities and the reactivation
of former Urban Renewal Projects.

In at least two cities—Fort Worth and Richmond—the rew regulations
actually resulted in a rethinking of problems and approaches. In Fort
Worth, a community development official observed that the opportunity
to fund more activities "pushed the city into developing a strategy
and seeing econamic development as a joint part of a common problem.”
In Richmond, where the planning of the relatively large CDBG economic
development activity took 9 months of city and community involvement,
the new regulations were important in instigating a new long range

strategy.
Future Potential fOor Economic Development

The composite view OF respondents in the cities was that funding for
economic developnent through CDBG wes expected to increase with
certainty iIn seven cities, probably to increase ar at least to stay
the same In seven cities, and to remain at the same level in 10
cities. In no locality wes _it ﬂredicted that CDBG economic develop-
ment funding would decline In the near future. Moreover, early indi-
cations were that an increasing number of cities will take advantage
of the new regulations in the years to come,

For instance, in Pueblo, Colorado, a city which did not use the new
economic developnent provisions this year, the new regulations led the
city to consider using CDBG for economic developnent purposes. An
official stated: "The new [eEu!atlons enmurage, as well as allow,
economic development, | think 1ts taken a while for the new regs to
sink in ad for the oouncil and others to make adjustments, but 1
SHSp%EJ you'll see a shift to more economic developnent programming In
the re."’

Problem, Issues, and Costs

No sigificant iIncreases in staff ar resources were related to the
planning requirements. Inmost localities, the plan was developed
without a direct association with the CDBG program and was applied as
necessary to the fifth year applications, sometimes incorporating the
work of other agencies ar projects. In at least seven cities, major
economic developnent planning efforts had taken place outside the CDBG
framework within the past three ar four years. Cities used several
tools including Overall Economic Development Plans (OEDPs) and
Camprehensive Economic Development Strategies (CEDs) .
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Although completing plans axd strate?ies usually did not create diffi-
culties inmost cities, several local progran officials expressed
ooncern about some aspects of HUD's requirements. They worried about
their ability_to provide precise plans given market uncertainties and
about HUD's willingness to rough numbers on jdb projections
given the speculative nature of some projects.

Only inme city, hovever, was it noted that the requirements actually
resulted In questions a- challenges frem the Area Office.  (The project
was In Portsmouth, a city which ultimately did not fund any activities
under the new regulations.)

Rsetqurnndénts In some citie:ls felt ggt gogf:_aontext created some oon-me
raints cn economic developnent activities. They suggested that
as focus an berefiting primarily lav- and moderate-income persons
and the labor intensive type of tEEOJeCt traditional ly associated with
providing lewer-skill jdos for t populations may not provide
the most feasible ar rational approach given local needs ad final
provlams,

Another contrasting concern WesS mentioned In Boulder and Greerwich.
Directors of comunity developnent programs there were that zome
cities my find new ways t awid applying thelr 036 funds O the
target populations because of the new scoremic developnent regulations.
They were ooncermed that there might be just enough discretion to make
abuses possible, in the "'siphoning off of funds frem lon-iIncome needs,™”
as the respendent 1IN Greerwich put TG

Sane cities felt that the broadening of eligible activities particu-
larly in lccalities with decreasing entitlements, created the possi-
bility of increased competition for limited funds, false hopes, ad

dilluted progran inpects.

Despite these concerns, the new guidelines pertaining to sconcmic
developrent were usually considered in a positive light by staff offi-
cials ad residents at the local level. were Seen as broadening
the range of coBe activities which could be directed at two objectives
of concern 1O local officials and citizens alike: retention of £irms
ad Increased tax revenues. Most felt that potential conflicts
between statutory objectives relative © law ad moderate benefits ad
economic developnent priorities could be resolved due to ¢peG's flexi-
bility ad lccal political processes.

Conclusions
Of the 24 cities iIn the sample, 12 used the new regullations t fuxd
scorcmic developnent activities. There were 29 new projects funded
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under Sections 507.208 and 507.204, ad together they accounted for
$16,377,750 ar 7.6 percent of the cpeG entitlerents Tor the fifth
program year. Expenditures were accut equally divided between direct
activities funded under Section 507,203 and eligible-entity activities
funded under Section 507.204.

Aside fran these basic fi%l)Jres, certain trends were noticeable among
the sample cities in the followving specific aress:

o Perceptions of comunity developnent staff. With econamic
developnent viewsd as a high priority inmost localities, the
new provisions were gererally welcomed, although same concerns
ad reservations were exp ;

o Characteristics of cities. The 12 cities which used the new
regulations tenced to be larger and more distressed than those

which did not.

e Direct activities uxder Section 307.28. Eight cities fuded
14 projects uncer Section J/.A15.  These projects tended to
continue previously existing CpbBG plans ar prograns.

Activities funded th h eligible entities under Section

2. Nine cities activities
7. 204, with the € is on technical assistance, loan
programs, and a neignborhood focus.

o) Pro'!ected outcomes,  The intentions of the new projects seemed
e In irection of leveraging private investment and
stimulating small business. Job creation appeared 1O be a
secondary goal In most cases.

o Shifts in strategies. Community developnent officials iIn
several crties noted that their economic developnent strate-
gies had shifted as a result of the new regulations. In
gerlleral, the shift t(gﬂhed © bm or Ir?!v!gijal riede-=
veloprent projects as mi eligible alreagdy
under Urbgrﬂd R%newal) to smaller ad more nurero%s om*u‘ner_lcz[iqu
projects can programs.  However, most respondents indi-
cated that the progran ideas hed been developed prior to the
new regulations.

e Impact of plaming. Between the fourth ad fifth program
years, the ecoromic needs sections of the COEG applications
vere gererally expanded and clarified. In addition, some
cities explicrtly found the planmning process helpful in defin-
Ig ar shifting their econcmic development Strategies.
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Future use OF requlatiens, There were indications that impls-
mentation of new elgible activities was under serious consid-
eration in 12 additional cities. Thus, while most respondents
indicated only moderate impact due to the new economic
deve lopment regulations, their attention to and interest In
funding such activities clearly exists. Sl_JﬁDrt of prO{Decls
with G expenditures i1s increasing ad will continue

grow, according t local officials, who made it clear that
more Projects pursuant to the new sections will ererge in the
Sixth program year and . While causality cannot neces-
sarily be attributed to regulations themselwes, it Is
clear that the latitude provided IS being acknowlsdged and
actualized at the local leel..

.
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CHAPTER IX

NEW REGUIATIONS COVERING THE
COMPREHENSIVE STRATEGY

Introduction

Studies by HID and others have roted many of the difficulties cities
have faced iIn developing comprehensive CDBG plans and in meeting cam-
prehensive planning guidelines. Submittals were often more selective
than comprehensive, They served largely as justifications for carry-
ingdout particular activities rather than as precise inventories
needs.

gtﬁrat% Sltaterrerrlts like needs assessments, W@]l;@edreIativelg/ml narrovlv
often lacked - rspectives, specified goals, inple-
mentation scheolulesor]g Iﬁrm between housing and o%her munig)
development needs and plans were often weak and sometimes absent.

HUD's new regulations issued in 1978 sought to address these limita-
tions. In particular, they required ar encouraged:

o Nexk statements based on systematic assessments of needs for
neighborhood revitalization, community facilities and public
improvements, ad housing. To the extent ible, such
assessments ware to Ereﬁerrt a neighbo —by-neightborhood
analysis of su , deteriorated, or low- moderate-
income neighborhoods.

o Strategy statements which included specific approaches
neighborhood revitalization, housing, econaomic devel ,
ad overall cormunity development; ad a three-year plan for
carrying out such agproacnes, Including specific implementa-
tion ules and quantifiable goals. As with the new guide-
lines for needs statements, the regulations for stra
statements encouraged ooncentraticn at the neighbo level.

o Linkages between housing and other community develogment
activities. The regulations emphasized the necessity for
coordination between housing and com i ty development ad
included repeated explicit references O "comunity develop-
ment and housing plans' ad "community development and housing




Impact: An Overview
The 24—city study Indicated that the new comprenhensive Strategy ragu-

laticns have hed a measurable effect on the sample cities. The Inpact

IS especially strong in encouraging more systematic long-range plan-
ning ad needs statements. Less marked, but still observable, were
Improvements in the actual depth of the plans ad the linkages between
housing ad other plan components.

Inpact: A Look At Spec ifics

Needs Assessm :; ax .atements

HUD toped that the new requirements would stimulate a more intensive
and camprehensive local process for assessing needs and, subsequently,
a more Inclusive ad prioritized approach 1O _carrying out CpeG activi-
ties. were noted iIn the crties examined with respect to the
substance of needs assessments, the narrative explanation of needs,
ad the information asserbled.

In seven cities (30 percent) , comunity development staff, local offi-
cials, ad HD staff felt that the needs statements for the fifth

rogram year were substantially more comprehensive (JTable IX-1).

1 typically referred to alterations In the numbers ad
kinds of needs considersd, One remarked, for example, that the city
was "forced 1o take a more detailed look at a greater variety of needs
ad how_1t would deal with them." Another added that this more com-
prehensive analysis would assure that "all proposals can be reviened
against a naticnal framework” ad that this would help to "avoid scme
political pressure."

Camunity development sStaff in the remaining cities indicated that
needs statements were fomatted scmawhat differently but that the

analyses, discussions, and explanations remained su 1ally
und*a%. In same Instances, the absence of resulted from the
fact the city already hed prepared the kind of needs statements

required.

Attempts in a few Instances t comply with the full intent of new

gU|d@'!e|dnes \AF/(e;re m/vall’ted by the amount of efﬁ;ort tr% would Iha\_/e been
ired. For example, one_respondent in a large industrial ci

g)%ljained that the Information on needs which would have been rr(%/t

useful was not available ad would be too costly t acquire.

IX-2
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Table IX-1
Changes in Needs Statements

(n=23)
Needs Statement
Substantially Mae Substantially
Population Comprehensive Unchanged
over 600,000 4% 17%
(n=1) (n=4)
100,000- 8% 31%
600,000 (n=2) (n=7)
Less than 17% 22%
100,000 (n=4) (n=5)
Total 30% 70%
(n=7) (n=16)

Aside from their effects on the substance and comprehensiveness of
needs assessments, the new regulations led to another related change.
In a number of cities, where respondents indicated that they did not
assess needs in a moe systematic Or comprehensive manner, they also
indicated that they tried to present a more refined narrative state-
ment and explanation of needs.

One city respondent explained that this year's needs summary Wes more
useful in that it presented a clearer picture of the city's needs to
representatives of citizen and other groups unfamiliar with the range
of issues facing the city. "Now,"™ he said, "these individuals will be
able to understand why we're doing the things we're doing." Another
respondent said that this year's needs statements would provide a
better basis for future discussions of how the program is meeting the
city's needs.

Finally, the new guidelines seemed to have a significant and positive
effect on local data collection processes. Community development
staff in one-half of the cities studied indicated that there will be
fewer data requirements in the future as a result of the planning
process this year.

Strateqy Plans and Statements

Respendents in only two out of 21 cities expressed the view that there
were substantial alterations in the contents of their plans. In the
other 19 cities, the nature of the strategies chosen and the types of




rojects planned were basically uxchanged. The major reason given for
%qu, Iackpof change was the ne%/d 1o continue projects initiatgd in the
previous years,

Respondents in six out of 20 cities felt that the new regulations had
resulted in_a more effective prioritizing and programing of fuds.

In the 14 cities which did not report significant inpact in_this area,
cormunity developnent officials tended t© feel that the cities already
knew what their needs were ad tow they were going to address them.
The new requirements, they felt, haed primarily caused them to go back
and check their progress and priorities and, where necessary, present
them in a clearer format.

Performance Criteria

The new reguirements for implementaticn schedules and quantitatively
stated objectives were designed to facilitate both Hup and grantee_
ability to monitor progress. This information on schedules ad objec-
tives was intended to enhance Federal ad local ability to report on
progress towards the accomplishment OF plans.

The requirement for quantified objectives has been largely met lgg the
cities in _this study. An examination of fifth program year applica-

tions_ indicates that over two-thirds (17) of these localities prepared
uantified statements of their program objectives (Table I1X-2).
ligntly less than one-third exhibited little or no compliance

with this provision,

__Table IX-2
Quantification of Objectives
(n=24)
Extent of Quantification

A Great
Little a none Some Deal Total
2%% 29% 42% 100%
(n=7) (n=7) (n=10) (n=24)

While most cities generallv responded to the requirements for quanti-
Tied objectives their responses dDwv considerable variation in preci-
sion. In zeme Instances, quantified estimates had the arance of
best guesses. _In others, the nature of the projects ar activities wes
s broad that 1t effectively precluded meani I quantification.
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All of the C|t|es in the study saple also fulfilled the requirements
regarding implementation schedules, although seome did so with less
precision man the regulations envisioned (Table IX=3).

In some cases, limited staff capacity together with difficulties in
interpreting the regulatory reqmrementsrray have been responsible for
the lack of more cetail. In Seattle it wes argued that i1t would be
more reasonable 1 secure scheduling information from Bte'%ran Sponsors
after the projects were authorized by HUD rather than

Table 1X-3
Implementation Schedules
(n=24)

Unit in Which Activity
Schedule is Presented
Year Quarter _Month ___Row Total

In regard to the overall usefulness of me requirements for inmplemen-
tation schedules ad quantified goals, the initial COMmMN=
ity developrent staff in seven of 22 cities was that new require-
ments would assist them in their monitoring efforts. In the other 15
cities, officials were less certain about Impact.

One individual noted that If it were not for HuD, the city would prob-
ably keep records very differently and by inplication, less meticu-
losly. Another remarked that his city™s program was small enough 0

that there was 0 local need for extensive monltorljg%
added, towever, that the new regulations would probably ald atterrpls

by HuD and local residents to assess local progress.
Long-Range Planning

Most community development staff ad local officials felt that the
requirement r a three-year plan would assist city staff in their

h 1O DG efforts.
a|F\%Ie| mﬂgmldgogigater ar ereB(r?vaatie 1|:0cusr1\/e~::tors by generantslng m

certainty ad stability.
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Respondents in over one~third (9) of the cities felt that this require—
ment had resulted in better long-range planning. Typical ments
among this group were that the three-year planning requirement had
"forced the city"” to "think into the future™ and had been "very help-
£ul" in encouraging long-range planning. According to one community
developnent official:

When ve and the city sat around during the budget process to

decide the balances and trade-offs of our comunity develop-

ment program, ve were forced to think about the line in moe

detail. Putting this down on paper helps us look moe closely at

what we are doing and to weigh the competition between (under-

taking activities in) new areas and completion of activities

underway. -

In contrast, respondents in 14 cities felt that the rew regulations
had not basically changed the localities' long-range planning
process. A few respondents doubted the regulations' impact, arguing
that "three years is appropriate, but useless without a similar
funding commitment."

In regard to its impact on private investment, many respondents felt
that 1t wes still too early to tell if there would be any greater
willingness on the part of businesses, developers or neighborhood
residents to invest in given areas because of an increased knowledge
of future local plans. May believed, however, that the ultimate
effect would te helpful.

In one Iarﬁe Northeastern city, community development officials felt
that the threeyear comprehensive strategy already had achieved a
ositive effect m private investment. These respondents said that
aving money available on a sustained basis would be helpful in
pramoting the stability of neighborhoods through private efforts. In
another city, one individual commented that the city wes starting to
get an inkling of private speculative investment in some areas and
attributed sane of this activity to the stability of local plans.

Sane respondents felt that the three-year plans would not have moe
than a limited effect. One individual fran a medium size Northeastern
city explained that community development funds are so limited that
the external plans would have little effect on the private sector. A
planner fran another locality gave a different explanation: the
three—year plan would not increase the level of financial commitment
fran others because, as he put it, "activities we had planned were
already underway and actors were already involved."
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Linkage Between Housing ad Camunity Development

Prior © the new regulations, the HUD Third Annual Report on CDEG

g&:ggn forgj's'r_mre aredXtenSothewe efﬁorts”fto provide for coordination hoped
1 I aspects of community develogmenk, HUD

that the new rll!'égulations,_wifh their added enphasis on the linkage

between these two categories of progran activity, would facilitate

this dbjective.

Although many respondents indicated that developing effective linkages
would require time, the new regulations have hed some Vvisible inpacts.
One community gle\_/elo%nt official in a major West Coast city remarked
that this provision a definite effect, ad iIn the 1 ;
"For the Tirst time,” this_individual commented, "we were led anay
from sinple project-by—project plans. Now we see things as components
of a broader geal." Inaddition, "better ccordination” between
Federal, State, and local programs wes said to have taken place In
three out of 20 cities.

Respondents in the other 17 cities, honever, felt that the regulations
hed little ar o initial effect on housing ad community development
coordination. Same oonfessed that they s=re not avare of the new
provisions. Others demonstrated knowledge of the rule changes but
|:nllcated that the regulations hed not resulted iIn changes In city
plans.

| istics of Citi e ich_and 1oy Complli

City characteristics do not appear to explain variations in li-
axe. In terms of the regulations™ effect on scheduling, the four
cities which presented their implementation schedules on a quarterly
a monthly basis exhibited congiderable variety in their ¢cpeG funding
levels and population sizes. Entitlerent amounts for the fifth year
among this group ranged fram a high of $11 million © a low of less
than $Lmillion. Similarly, populations among these cities ranged
from a high of over 700,000 to a low of under 50,000.

While one large city found the cost of revising its needs assessments
prohibitive, population size did not generally distinguish those
cities that revised their needs statements from those that did not.
One_fairly large city (populationover 600,000), two medium-size
cities lation less than 600,000 but more than 100,000) , and four
relatively small cities (population less than 100,000) , accounted for
the seven localities that revised their needs statements to corform
with the new requirements. In addition, ore | city (population
over 600,000) which did_not change as a result of the requirement was
already In compliance with the new regulations before they were issued.
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The six cities which perceived the regulations as causing changes in
effectiveness of programming funds varied widely in population size.
Three of tre cities In this group hed lations under 100,000 ad
two hed populations over 600,000. In addition, three of the Six were
located in the Northeast, two were in the West, ad one was In the

South.

In only one area, quantification of goals, did there seem to be a%
relationship between cempliance and City character. Here it was found
that size of population ad level of coBG funding were variables which
appeared significantly associated with city ability t© qluarrtlfy pro-
gram objectives. Cities with small populations ad small grants
a%peared o be lesswilling ar able 1O state their goals in nurerical
.
Cities suomitting applications which exhibited extensive quantifica-
tion had an ave population of 569,208 and an average fTifth year
fundl[g_ level of &18.9 million. In contrast, cities with few, if any,
quantitied program goals hed a smaller average lation (234,483)
and a lower fitth year average funding level of $6.67 million.
Furthermore, four of the five largest cities had lications in which
the quantification of objectives was extensive. the five cities
having the largest CcoeG entitlement amounts, four also exhibited a
significant amount of geal quantification in their most recent appli-
cations.

Problems, Issues, axd Costs

Lecal community developnent staff were concernsd about the extent to
which the new regulations «ould Increase staff costs ad make their
work more difficult. With few exceptions, city spokesmen remarked
that the new requirements had caused them to egoil%./l additional
resources 1o complete the lication for the fifth program year. In
some Instances, extra staff ar consultants were hired. In other
cases, more time wa required of existing persarel.

Sqneliimes roncompliance Wb aFteg{i)onderrtmtedm the prl'ohibitive c:ostsI Gngd
fance. For instance, a in one large city explai
%mlepgbsenge of a revised needs statements by saying ﬂ’la%yﬂ:ép[E\le_
uired information on needs would be very costly to obtain in quick
order. comunity developnent officials were specifically asked about
how difficult it ws 1o complete portions of the fifth year applica-
tion comparad 1O similar sections in the fourth program year approach.
Whether caused by the new regulations themselves ar the way their
intent wes translated into application forms ad instructions, the
difficulty involved in completing this year™s Community Development
and Housing Plan was most often assessed as greater than the lewvel




entailed &y the last year™s plan. Respondents in eight cities
remarked that the needs statement was harder 1 prepare. In 13 cit-
fes, r?ondems felt that the Comprehensive Stral narrative was
more difficult to construct than the statements of long-and short-term
objectives which 1t replaced.

In fact, the cities in this study were almost evenly divided in their
views of whether the new comprenensive strategy requirements would
help them achieve local plans ad geoals, R _in_seven of the
cities said that the new rules would be helpful, ad Individuals in

eight cities gave the opposite reply.

Such reactions present a dilemma for HUD, On the one hand, the Depart-
ment IS with the responsibility for effective local perform-
ance iIn accord with specified national objectives. On the other hand,
HUD attempts to perform this function are often deemed tothersome ar

In conflict with local needs by local officials. As indicated by the
early local response, the line between allowing too much flexibility
and providing too much direction IS a narron ae.

Conclusion

The findings In this section have demonstrated that the new comprehen-
sive strategy regulations have hed varying effects on the cities
included In this study.

o Needs Assessments axd Needs Statements. The new regulations
ned a significant effect on the supstantive content of needs
statements in seven cities (30 percant), ad some effect on
the structure and format of needs statements in the remaining
cities. In some cities, the limited Impact on plan content
resulted frum the fact that existing needs statements met or
exceeded the new standards.

e Strategy Plans ad statements, All cities studied were foud
1 be 1IN compliance with the guidelines, although m%{ep/\o
cities \A_/erearfgnq o) %ﬁwlflw gg substance orgf ir
strategies SiIX 1o changed management of funds.
G_onsgsgirrts on change In_this area were most often said to
:rrgglve the need 1O continue projects and activities already

nay-

o Performance Criteria. The requirements for implementation
schedules and quantified goals have largely been met, a%h
the degree of precision with which both were expressed
considerable variation.
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o Long-Range Planmning. All cities provided the re?,lired
ree-year plan, and nine cities (33 percent) felt that the
plan cepresented a clear Inproverait.- The remaining cities
expressed uncertainty ar limited expectations about the new
three-year requirement, Most felt i1t was too early to assess
the extent to which the guidelines would leverage greater
private investment.

o Linkage Between Housing and Other Community Development. In
the 24 crties visited for this study, there IS Iittle evidence
that the encouragement provided in the regulations for link-
ages between housing and comunity develomment hed any signif-
icant effect.

Overall, there was little correlation between oo%uqéation ar EIa‘[tant size
In a given City and its tendency to comply with new 10NS.
Homevg[, the indicated that_small cities wim_mjl% were
less likely than others to quantify the program objectives.

Problems with the new regulations, according to the nts, _
included increased staff costs to complete more complex applications,
lack of available data for the newly Ired needs assessments,
redundancy in the application form 1tself, ad a conflict between this
regulation ad the local ability to control local plamning.
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CHAPTER X

NEW REGULATIONS QOVERING
HOUSING ASSISTANCE PLANS

Introduction
As a precondition for receiving ¢peé funds, grantees must prepare an
acceptable Housing Assistance Plan (HP). HAP Is intended tO

encourage linkages between local community development and Federal
housing assistance and thus acts as a bridge between Title 1 ad Title
11 of the Housing and Camunity Develogment Act of 1974.

The primary intention of the HAP requirement is 1o generate local
houmg programs which address the rousing assistance needs of low-
ad rate-incane people who currently reside In the comunity ar
who_clzgubld be expected to reside in the community I housing were
available.

According to the regulatians, needs of these households must be
addressed in terms of:  renters ad hameavmers, elderly and handi-
capped, small ad large families, ad minority ad female-headed
households. Based 0n a detailed assessment of housing needs ad the
conditicn of the existing housing stock, local HAPs must define
three-year housing goals and identify general locations for propesed
housing construction ad rehabilitation. Lecalities must suomit an
Annual Housing Action Program showing which facets of their three-year
plan will be addressed iIn any given program year.

The March 1978 HAP regulations required a more explicit relationship
between local cormunity develogment and housing assistance plans.
Applicants were asked 1o assess housing and community devel
assistance In relation t each other and were required t address both
in the same sections of their CoeG gpplications.

The regulations also encouraged greater efforts to meet HAP objec-
tives. They mandated greater specificity in the delineation of
housing assistance goals ad the identification of specific actions
be taken tonard meeting these goals. In particular, the new guide-
lines require gpplicants:




e 1D establish a minimum housing goal to be achieved over a
three-year planning period which represents at least 15
percent of total identified needs;

o 1o assure that annual goals take Into account urmet goals from

previous for tenure, household, ad housing ad t
ﬁaﬁropose_ ree-year Is that reflect tenure, Id, ad
Ing needs on a basis proportional t© the needs of the city;

o 1o provide a description of cormunity-wide housing programs
ad of actions to achieve fair housing ad spatia
deconcentration;

o 1O i1dentify local actiens necessary 1o accomplish housing
ﬁjst— ance goals and 1O provide a timetable for carrying out
actions.

A majority of cities reported varied changes in response 1O the new
reguiations. Among the changes reported were: (1) developnent of more
specific goals; (2) greater attention to needs based on proportional-
Ity; (3) more attention t spatial deconcentration; ad (4) the
deveI%ent of implementation plans ad schedules. Several cities _
felt that the regullations had encouraged them t© Increase the priority
attached to HUD's housing assistance prograns.

General Perceptions of Impact

Although Inpact varied, over half the cities acknovledged the positive
accomplistments of the H¥P. As showm In Table x-1, I:)Ossaid
the HP: (D) provided a basis by which gains in housing could be
monitored; (2) forced the city 1O step back ad take a broad look at
local housing needs ad activities; (3) served as a focus for devel-
oping a dialogue among different interest groups about housing i
%Iggles ad objectives; (4) provided a useful technigue for assessing
Ing problems ad needs and@oonst ituted a I docurent on
local ing policy which oould be distributed to local housi
developers and citizens. One respondent sumarized his view of the
fifth year HAP as folloas:  "needs ad conditions are much clearer ad
they're presented better. It's sanething we can work with and
allocate resources with,” A St, Louils comunity developnent official
comeanted, "it made us take a step back ad look at the pregram, ™
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A number of cities suggested a more limited view. Their officials
expressed the opinion that the effectiveness of the local. HAP was

dependent on the market, the availability of sites, the adequacy of
fair market rents, and the availability of HuD funding for assisted

housing.

Table X-1
Impact Of the New Regulations on General HAP Content
(n=24)
Number of Impact |
City Characteristics _ Cities __ Sionificant _Madest  None J
1ze

1 million ar greater 1 0 1 0
500,000-999,999 5 0 5 0
250 ,000-499 ,999 4 0 2 2
100,000-249,999 5 0 2 3
Less than 100,000 9 2, 1 6
Location
Northeast 5 1 1 3
South 6 0 3 3
North Central - 7 1 3 3
West 6 0 4 2
Condition (UDAG)
UDAG distressed 16 2 8 6
Non-d iStressed 8. 0 3
Population Change
Loss 1970-1975 15 1 9 5
Gain 1970-1975 5 0 2 3
No Change ($2%) 4 1 0 3

Minimum Goals

The regulations required cities to_?pecify three-year goals equal to
at least 15 percent of their identified housing needs, and a one-year
goal appropriate to achieving the longer range objectives.

Although officials in many cities criticized the three-year goal

requirement, most cities were in compliance wWith It and most proposed
three-year goals significantly higher than those required by the
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regulations (Table X-2). Only two cities proposed goals below the
required 15 percent of need. Four cities proposed goals at exactly
the 15 percent goal, and 18 cities proposed goals of more than 15
percent of estimated needs.

Of those cities proposing a goal higher than 15 percent, five proposed
goals between 16 and 20 percent, seven proposed goals between 21 and
30 percent, three proposed goals between 31 and 40 percent, and three
proposed goals of more than 40 percent.

Table X-2
Distribution of Cities by Percent of Program Year Five
HAP Goals Versus Needs H
(n=24) '

HAP Goals Number of Percent of
ed Cities Total
Iess than 15% 2 8
15 4 17
16-20 5 21
21-30 7 29
31-48 3 13
Mae than 40 3 13

Total 24 100% *

While the goals proposed iIn all but two cities exceeded the 15 percent
requirement, they represent varying levels and directions of change
(Tablex~3). the 24 c¢ities, 11 increased their previous goals, 12
reduced their goals, and one city maintained the same goals. Increases
were in a range from one percent tO 71 percent, while decreases were

In a range of one percent to 53 percent.

No particular variables explain the reason for the changes. It IS
believed that various factors, including the attitude of the HUD Area
Offices, the availability of Federal assistance, and housing market
conditions affected local HAP plans.
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Table X-3
Bousing Assistance Plan Goals in the Fourth Program Year and Needs
and Goals in the Fifth Program Year in Housing Units by City Size

Program Program vear Yrogram vear Program vear
Program Year Program Year Difference Year Five Five 3-year Five One-Year Five One-Year
City by Four 3-year Five 3-year Program Years Needs Goal Compared Goal Goal Compared
population size Goal Goal 4-5 (%) to Need (%) to 3-year Goal
1 mallion or
greater
Philadelphia 18,524 20,045 +8% 155,625 13% 6,733 34%
500,000-999,999
Baltimore 17,595 16,740 -5 66,694 25 5,590 33
Indianapolis 10,050 6,615 44 39,400 17 2,205 33
st, Louis 10,050 11,625 +16 50,623 23 3,800 33
San Diego 26,400 12,320 -53 82,110 15 3,695 30
San Francisco 11,090 17,820 +61 72,425 25 4,925 28
250,000-499,999
Akron 6,130 6,130 0 10,704 57 2,700 44
Baton Rouge 3,270 5,600 +71 37,141 15 1,766 32
Fort worth 9,380 10,320 +10 25,827 40 3,800 37
Seattle 8,400 6,282 =25 38,126 16 1,974 31
100,000-249,999
Des Moines 5,685 4,835 -15 20,550 24 1,915 40
Evansville 2,575 1,855 -28 12,341 15 620 33
Portsmouth, Va 1,225 735 -40 6,979 11 510 69
Pueblo 2,250 1,205 -46 4,839 25 390 32
Syracuse 4.855 7,819 +61 19,688 40 2,722 35
Less than 100,000
Bethlehem 1,240 780 =37 3,066 25 295 38
Bloomington, MN 1,000 985 -1 4,206 23 370 38
Boulder 1,272 1,201 +1 8,349 15 444 34
Greenwich 635 334 -47 1,815 18 139 42
Kingsport, TN 965 1,240 +28 2,531 49 408 33
Richmond, CA 2,235 1,759 21 9,725 18 668 38
Sioux Falls 1,149 1,385 +21 3,961 35 544 39
Somerville 5,100 5,000 +8 10,126 54 1,770 32
Tuscaloosa 580 740 +28 3,734 20 310 42
Source: Program year four and five applications:
I s . i e—




Mast cities propesed 0 achieve one-third of their three~year goal In
the fifth program year, but 13 cities (54 percent) preposed to achieve
more than one-third of their goal In the saoe time. Five cities —
Akron, ces Mines, Portsmouth, Greerwich and Tuscaloosa —- expected to
achieve 40 percent ar mors of their goals in the fifth program year.
Even for cities with relatively small goals, such projections would
appear 10 be_optimistic considering past accomplishments In_housing.
Only two cities, San Francisco ad San Diego, established fifth
program year housing goals significantly less than one-third of their

three—year goal.
Proportional ity

There were only two cities in which the proportionality requirement
was i1dentified as a significant issue In determining HAP goals. The
remaining cities erther did not mention proportionality as a problem,
revised their goals to conform with the requirement, or did not signif-
1cantly change their proposed distribution of units.

Table X4 compares the proportions of different types of units iIn
cities’ three-year HAP goals in the fourth and fifth program years.
Five cities made ro changes a only minor ones In the distribution of
units.  Seven cities did not change the proportion of elderly ar large
Tamily units; eight did not change the proportion of small ily
units. Ten cities decreased their elderly mugﬁgoals while seven
cities increased them. Eleven cities increased treir small family
goals ad five decreased them.

Table X4
Housing Assistance Plan Three~Year Goal
in the Proportion of Elderly, small Family, ad
Large Family Goals Between Program Year 4 and Program Year 5

(n=24)
No Change
Type of Unit a Minimal Increased Decreased
Change (+1%) Goal Goal
Elderly 7 7 10
Small Family 8 1 5
Large Family 7 4 13
X-6




It m have been that a mpjor 1 of the rtionali
requightrenent would bee)m cities é)_prqpcinp:\eCt imreasedprcl)poarge_fani I;t/y
housing goals. In fact, as Table X4 indicates, only four cities dow
Increases In this area, while 13 show decreases.

Although few cities mede immediate iIncreases in their goals for hous-
ing large families, respondents indicated that the proportionality
requirenent senved to re-emphasize the Importance of developing hous-
ing for fanilies. As ore local official contended, "Wwithout propor-
tionality the city wouldn™t be committed tO family housing.” To date,
however, proportionality agpears to have generated Increased housing
goals for small families in a nunber of crties axd a reduction iIn the
goals for elderly housing ad housing for large families.

Table X-5 provides further detail on the distribution of housing goals
by type of unit for each of the cities. The data show that changes iIn
goals «=rz made by all size categories of cities. No significant
pattems emerge which would explain the reasons for varied changes.

Spatial beconcentration

Although respendents frequently expressed the view that this require-
ment was controversial ad difficult to implement, they agreed that
tial deconcentration s an Inmportant geal, Evidence suggests that
new HAP requirements and a greater concem with the problem on the
part of HD Area Offices have iIncreased the sensitivity of cities to
this i1sse.
A review of HAPz iIndicates that most cities addressed the deconcentra-
tion issue to sane degree. Eight cities addressed the substance of
the deconcentraticn iIssue in their HAP plans. A smaller nurber actu-
ally preposed specific approaches to achieving deconcentration.

In seven cities the requirement became a mgjor local political isse.
Deconcentration guidelines were discussed primarily in terms of
planning In about cne-third of the cities.

Sane community develomment sStaff perceived ttial conflicts between
the deconcentraticn objective for assisted ing ad the targeting
objective of the nsa guidelines. They were also concermed about the
limited availability of sites iIn ron-impacted areas ad haw rigidly
HUD would define impacted aress.
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Table X-5
Compar igon OF Housing Assistance Plan Goals by Unit Type,
Program Year Four and Program Year Five*

(n=24)
I Program Year Hour, Program Year Five,
) i Three-Year Geals Three-Year Geals
City by population Percent Distribution Percent Distribution
size Elderly/ Small Large Elderly/ Small
Hardi- family  family handi-  family family
capped capped

1l million r greater .

Philacelphia 32% 46% 22% 34% 52% 14%
500,000-999,999

Baltimore 34 50 16 25 61 14

Indianapolis 31 43 26 31 50 19
St, Leuis 31 43 26 28 46 26
San Diego 31 62 7 32 61 7
San Francisoo 30 54 16 35 55 10
250,000-499,999

Akron 23 63 14 23 63 14
Baton Rouge 39 40 21 32 53 15
Ft. Worth 32 53 15 25 52 23
Seattle 28 64 . 8 29 64 7
100,000-249,999

Des Moines 29 58 13 24 67 9
Evansville 53 38 9 45 44 11
Portsmouth, Va 30 42 28 46 32 22
Puebllo 48 25 27 45 50 5
Syracuse 39 45 16 42 45 13
Less _than 100,000

Bethlehem 23 63 14 24 60 16
Bleomington, MN 25 54 21 43 45 12
Boulder 27 60 13 8 89 3
Greenwich 31 57 12 40 43 17
Kirgsport, T 39 41 20 31 48 21
Richmond, ca 22 54 24 20 63 17
Sitoux Falls 44 39 17 31 o4 15
Sarerville 35 45 20 36 44 20
Tuscalcosa 21 65 14 21 64 15

* In#up's Third Annual CDEG Report, It was reported that for the sample studied
the proportion of PY 3 goals were: elderly, 39 percent; small family, 46 percent:
ad large family, 15 peroent. (Comunity Development Block Grant Program Third
Annual Report, March 1978, p., 171)

Source: Program years four ad five applications.




Factors Affecting the ion Of Objectives

The delineation of HAP objectives = minimum goals, proportionality,
and spatial deconcentration = were mast affected by three factors:
the projected level of Hub funding for assisted housing, community
needs, and past housing accomplishments (TableX-6). Of these three
factors, projected HuD funding was judged the most important one: 19
cities thought it was a major factor and four other cities thought It
was a minor influence. Only one city did not comment on the impact of
this factor. The extent of HUD funding was considered Important b¥
respondents because the need for funds has typically exceeded avail-
able HUD resources. As a result, cities have not been able to secure
the housing allocations that were required or hoped for.

Table x-6 provides a city-by-city ranking of the factors that deter-
mined HAP goals.  Respondents in seven (30 percent) of the cities
ranked the minimum goal requirements as a major influence. Availabil-
ity of developers® proposals or developer interest did not appear to
be a major problem,

Actions to Achieve HAP Goals

Cities have undertaken a variety of actions to support assisted hous-
ing and 1o help implement HAP goals, although the extent and number of
activities varies by city. Officials indicated that a majority of
cities have established housing loan and grant programs financed
through cpBG funds.

In addition, many have undertaken a variety of other approaches to
supporting assisted housing. These include programs to inform devel-
opers about Section 8 and to help them preﬁare_applications, as well
as progirarps_almed at_reducing the cost of housing develogment. In
several cities, the Public Housing Agency acts as a Section 8 devel-

oper.

Table X-7 provides information on the specific actions cities are
taking. Because the information is based on responses of community
development program officials and not on a formal review of all city-
sponsored activities, the data may understate the extent of activity
that _is actually occurring. Four cities were judged to be making no
special efforts, and data were not available on two cities.

Of the remaining 18 cities, the ﬁrovision of housing-related technical
assistance and Information was the most cannon activity offered.
Programs involving land banking, Section 1lb or housing mortgage bond
financing, and seed money financing were also common. Sane cities




- : Table X-6 :
Significant Factors in Determining Housing Assistance Plan Goals
Program Year Five

(n=24)
Factors
Past Projected Min. goal Deconcent- Citzen
accomp- HD require— Housing tration  Dewveloper group HUD
City lishments funding  ments needs oconcerns  proposals  recamm.,  guidance Other
Ao Maior Major Major Maior Major Minor Minor Minor
Baltimore NR* Major NR Minor NR ™ Minor NR NR
Baton Rouge Major Major Major Major Major Minor Minor NR
Bethlehem Major Major Minor Minor Minor NR NR NR
Bloomington, MN Minor Major Mimr Major Mior Miinor NR Minor  Meajor (AHOP)
Boulder NR Minor Major Meajor Major NR NR Minor
Des mines Minor Minor Minor Major Major MR Major R
Evansville Minor Major Minor Major Minor Minor Minor Major
Fort Worth Minor Meajor Minor Meajor NR NR Meajor Minor  Meajor (pro-
portionately
Greenwich Major Major Minor Major NR Major NR Minor
Indianapolis - - Major - - - - - ]
Ringsport, ™ Major Major Minor Meajor Minor Minor Minor Major Major
(Housing
_ _ . _ _ _ markef)
Portsmouth, VA Mior Major Minor Minor Minor Minor Major MR Major (AHOP)
Philadelphia Major ajor NR NR NR NR NR Major
Pueblo Major Minor Major Major Major NR Major NR
Richmond, CA Major Major NR Major NR Minor Major Minor ]
2an Disgo Meajor Meajor Meajor Major Minor Minor Major Minor  Major (pro-
jected State
. _ . . _ funding)
st. Louis Minor Major Major Major Minor Minor Minor Major
San Francisco Major Major NR Minor Minor Major Minor Minor  Major (pro-
jected State
. . . . funding)
Seattle Major Major Minor NR Minor Minor Minor NR
Sioux Falls Major Minor Mior Major unknown  Minor Minor Minor  Major (UDAG
application
) ) ) ] Rejection)
Samerville NR Major Minor Minor Minor NR NR Meajor
Syracuse Major Meajor Minor Major Minor Minor Meajor NR
Tuscaloosa Major Major NR NR NR NR NR Major
* No Response
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Table X-7: Special Actions Cities have Undertaken to Support Assisted Housing

(n=22)
% vt TYPR OF ACTIONS
|
N e
- Ho
Actions | action 11 ox PHA Acts
undor~ | under- ™™/ Land banking Tax Frost end | loning Land Boad Enpedite] as Secction Total
City Characteristics taken taken | informaciom | site purchasea] abatement | finsncing | shange | vithdramn| 2imancing | permits | 8 davoloper [actions
Size :
1 million or grester {0) [ ] ] —— — oo ——— — - —— —ne —e —
$00,000-999,999 (4) q o 3 2 1 2 1 2 | 2 — 14
250,000-499,999 (4) 2 2 2 | —— 2 1 | 1 2 — 10
100,000-249,999 (3) ] [ - & B — 1 1 B 3 ) 2 15
Lass than 100,000 (9) 7 2 6 3 Cm—— 2 1 2 2 — — 16
Llocation | . 3 - -
Hortheast {4) 3 3 2 1 ——— i - ——— 2 -— [ 'S
South (5) 3 2 =3 e - 1 2 -— 2 2 3 11
North Centzal (7) 6 | ¥ L 3 1 3 2 3 2 1 — 20
Wast {6) 6 o 3 4 — 2 - 3 1 2 1 18
TOTAL ACYIONS B 3 I -7 b § N § T =3 7 33
- B i 1 - e——




such as Seattle, St. Louis, Sioux Falls and Portsmouth provided multi-
ple types of assistance. Most other cities involved themselves in
only one a two types of actions.

City size or location did not appear 10 explain the extent of city
activity. Rather, local factors and practices and the extent to which
housing Is viewed as a priority concern by local officials seemed tO
be reams for the variation In city responses.

Factors Affecting Achievement of HAP Goals

Most cities expressed concern about being able to achieve their HAP
goals. By far the most common concern regarding achievement of HAP
goals was inadequate HUD funding. This factor was mentioned by offi-
cials In 15 cities (Table X-8). The Fort Worth housing authority
director said he would be happy tomeet a 15 percent goal: "All we
need Is money." The Evansville community development director
explained: *The ability of a city to meet the HAP goals depends on
HUD funding, which is inadequate. We haven't hit a HAP goal yet."

i

]

Table x-8
Impediments 10 Accomplishing HAP Goals
(n=24)

Number of Cities

Type of Identifying Percent
Impediment Impediment of Total
Inadequate HUD Funding 15 41
Lack of Experienced Developers 1 3
High Costs 5 14
Lack of Available Sites 6 16
Lack of Developer Interest in 3 8
Section 8
Problem of Achieving Deconcentration 3 8
City and/or Developers not _
Interested In Family Housing 4 11

Lack of available sites and high costs were also mentioned frequently.
Three cities — Boulder, Portsmouth, and Bloomington — indicated that
they are getting smaller housing allocations than they had received l
previously because of competition from other communities which are a

part of their AHOP. '5




Table X-9, which compares goals proposed in the fifth program year
with past accomplishments, supports local concerns. The table com-
pares the three—year and one-year goals proposed in the fifth program
year with housing accomplishtments presented in the 1978 Grantee
Performance Reports (GPRS). In only 2 cities did unit commitments
made during the first three program years exceed goals proposed for
the next three years. Of the other 22 cities, no city achieved moe
than 62 percent of the fifth year goals that were proposed for the
next three years.

Overall, achievements ranged from 4 to 114 percent of the fifth year
goals. The two cities whose unit commitments exceeded the fifth year
three—year goal had populations of less than 100,000. As indicated in
the table, wide variation in achievements occurred in all size cate
gories of cities.

Housing accomplishments of cities during the 1975-78 period appear
related to the Section 8 Existing Housing program. The program wes
not inextricably linked to rehabilitation or construction and prabably
will not be growing as fast as it did during the early years of CDBG,
given legislative and budget constraints.

Comparing the accomplishments in the 1978 GPRs with the fifth year
one—year goals, indicates that seven cities achieved housing unit
commitments in excess of their one-year HAP goals for each of the
three to four years covered in the GPRs, The table also shows that,
inmost cities, the number of units reported as occupied was sighi-
ficantly lower than the number of units reported as committed,

Problems, Issues, and Costs

Experience differed among cities with respect to the amount of extra
effort required to prepare the fifth year HAP, Community developnent
officials in 9 cities said that they devoted moe effort to preparing
the HAP than they had in previous years.

No agency hired more staff, although existing staff worked extra
hours. Comments on the extent of extra effort ranged from "some over-
time work" to the estimate of one city official that it required twice
the effort. Typically, where extra effort wes required it was because
the agency took the HAP more seriously or decided to review its hous-
ing strategy fran a longer-term perspective.
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Table %-9: Fifth Year Housing Assistance Plan Goals Campared to Accomplishments
Presented in the 1978 Grantee Performance Reports by City Size (N=24)

Program year  Program Year Accomplishments 1978 GPR Percent 1978 GPR Unit

City by five five Unit Unit camitments of program
Population size 3-year goal 1-year goal commitments  Occupied year five 3-year goal
A Million or _greater

Philadelphia 20,045 6,733 12 371 7 895 62
500,000-999,999
Baltimore 16,740 5,590 8,536 3,551 51
Indianapolis 6,615 2,205 253 241 4
St. Louis 11,625 3,300 2,254 1,224 19
San Diego 12,320 3,695 4,318 2,609 35
San Francisco 17,820 4,925 937 865 5
250,000-499,999
arkon 6,130 2,700 3,177(1977) 2 ,73(1977) 52
Baton Rouge 5,600 1,766 1,761 1,367 31
Fort Worth 10,320 3,800 1,114 849 1
Seattle 6 ,282 1,974 972 NA 15
100,000-245,999
Des Moines 4,835 1,915 685(1977) 320(1977) 52
Evansville 1,855 620 128 340 7
Portsmouth, Va. 735 510 258 318 35
Pueblo 1,205 390 225 99 19
Syracuse 7,819 2,122 4,566 3,303 58
Less than 100,000
Bethlehem 780 295 888 289 114
Bloomington, MN. 985 370 94 64 10
Boulder 1,291 444 96 67 7
Greenwich 334 139 363 301 109
Kingsport, TN. 1,240 408 384 29 31
Richmond, ca. 1,759 668 159 113 9
Sioux Falls 1,385 554 400 145 29
Samerville 5,500 1,770 1,402 1,365 25
Tuscaloosa 740 310 84 24 11
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In several cities, officials indicated that the HAP wa actually less
time consuming than previous applications. In scme cities the Impact
of the new regulations cn increasing the workload appeared less
significant than did local factors such as shifts in persomel.

Whatever their staff costs In fulfilling the new requirements, the
cities studied reported certain difficulties in preparing fifth year
HAPs. Officials In 20 of the 24 cities mentioned that hed
encountered data problens—particulary in relation to the usefulness
of 1970 Census data which, iInmany cases, are severely Inaccurate. An
extreme example of this is provided by st, Louis, which has lost an
estimated 100,000 people since 19/0.

To offset data problems, 11 of the cities funded special studies or
tried © 1mprove the usefulness of the data with other Information.
For example, Boulder and Pueblo used special household sunveys to u p
date housing needs data: Tuscaloosa ook advantage of a housing oondi-
tiﬁ Su%;]t Iéouis employed codgyenh'cflljls’(_:emerjt data: ad Rﬁglmand i
used a windshield study conducted Ing Ingpectors o help esti-
mate rehabilitation needs ad goals.

A nuroer of respondents felt that setting h{% mINEmum 8c_)als would
have negative rcussions.  Inone city, the housing director was
concermed that END would use the city"s failure to achieve high goals
as the basis for sanctioning the city ar for forcing it 1 comply with
other types of requirements.

In another cila/, the comunity development director thought that mini-
mum goals would provide an incentive for cities to awid developing
housing In locations that required unusual amounts of time ad effort.
He explained, ''setting minimum standards scares Us away from the real
problem aress.” A similar issue Wwa raised by officials conceming
the pressure on cities 10 designate Neighborhood Strategy Areas In
marginally blighted sections of the city where rapid, visible improve-
ments woulld be possible.

éétm_ oh in a r&a%ority of_citit_as there wes o rrerrtionldf regsgrllgbelsrrts
ections O proportional ity requirement, severa

dié express concem about the agli of cities 1o meet their housing
targets for large fanilies. R In five cities noted that
developers were not_interested in building family projects because
they were more difficult to manage ad significantly less attractive
financially. aAmother frequent local Se WS t?‘lat many neighbor-
hoods opposed family projects. Several officials noted that this IS
an areas where END regulations will have to be flexible enough t©
acoommedate local conditions if they are to be successful.
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Many cities have found spatial deconcentration requirements trouble-
some. As suggested above, ci%y respondents generally consider this an
important goal, yet many are finding it both controversial and diffi-
cult to_implement. One official was concerned that the spatial decon-
centration rule conflicted with the city"s goal to maintain a balance
of minority and non-minority families in the city and to retain
middle~-income families. Other problems that were noted include the
difficulty of locating suitable sites that are within the cost limita-
tions of HUD programs.

It was also pointed out that cities and HUD may disagree about what
constitutes a non-impacted site. One official reported that a site in
his city was rejected because HUD chose to rely on ""the judgments of
neighborhood groups' rather than on 1970 Census data which designated
the site as non-impacted. According to respondents, the new deconcen-
tration requirements could create sane problems for the cities in the
future. Yet, most of those who suggested difficulties also realized
the statutory basis for the regulations and the difficulty HUD had in
defining appropriate, but flexible, groundrules.

Conclusions

Although major shifts In city housing strategies have not become
apparent, evidence suggests that the new HAP regulations have had_an
impact on the priority with which cities regard questions of housing.
Several cities noted that the requirements led them to take a more
active stance about housing than they had in the past. Others reported
significant shifts in their HAP goals due to the regulations.

O Minimum Goals. Most cities_established minimum three-year
c];oals In excess of the required 15 percent, and most estab-
iIshed one-year ?oals of at least one-third of the three-year
goal. These goals represent varying levels of change over
previous years' goals, with changes upward and downward
revealing no clear pattem.

o ProEortionalh_:y. Most cities revised their goals to conform
wi 1S requirement. These revisions varied in direction and
magnitude with little overall pattemn, except that in a
significant number of instances elderly goals decreased, small
family goals increased, and large family goals decreased.
Although only a few cities increased their large family goals,
respondents indicated that this requirement had served to
reemphasize the importance of developing family housing.
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° %gial Deconcentration. Although the majority of cities have
addressed the requirement and all agree It represents an
important goal, spatial deconcentration wes a controversial
issue. Problems concerning this requirement were related to
resistance of moderate income families to assisted housing,
the lack of available sites_in non-impacted areas which meet
HUD cost limitations, and differences with HUD over what

constitutes a non—impacted area.

e Actions iIn Support of HAP Goals. Cities have undertaken a
variety of actions to support assisted housing and to imple-
ment HAP goals. Of the 18 cities claiming progress in this
area, housing-related technical assistance and information
dissemination were the most commonly reported activities.
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CHAPTER XI

NEW REGUIATIONS COVERING
CITIZEN PARTICIPATION

Introduction

Citizen participation first becare a HiD requirement when the "work-
able Program for community Involvement” was introduced into the Urban
Renewal progran. The initial guidelines for community involvement
were relatlveli/ general ad entailed broad-base participation at the
comunity level.  In the mid-Sixties, guidelines were made mre spe-
cific ad required the establishment of Project Area Committeas
We@ of neighborhood residents. During the sare period the new
odel Cities program brought with it a requirement for substantial
involvement of the citizens affected by the program, most of whom were
loner income and minority.

In the later phases of the Model Cities program, community involvement
regulations were ostensibly adjusted to resolve tensions between resi-
dent groups ad city hall. ~ Chief executives of the recipient Model
Cities were clearly acknovledged as primarily responsible for the
progran. Residents, however, were granted major advisory roles.

Consistent with Congressional intent, the Community Development Block
Grant Program requires that the local community development staff
provide crtizens with _adeguate information on the program ad hold at
least two gjbllc hearings to obtain the vieas of crtizens conceming
their , preferences, and priorities.

The 1977 arendrents reflected an increased emphasis on citizen partic-
Ipation. As a result of the statute ad the comitment OF the new
Adninistration, new HuD guidelines sere mre specific with respect
the iInvolvement of lower-income residents and_neighborhood organiza-
gons- The 1978 regulations for citizen participation required cities

e prepare a written citizen participation plan;

e Increase citizen involverent, especially at the neighborhood
level and for low- and moderate-incane citizens;




o respod to citizen amplaints In writing;

e provide technical assistance ad other information to citizens;
o Inwlve citizens in selecting options ad making proposals; ad
o translate basic docurents into other languages as necessary.

The primary intent of the rew regulations was t expand citizen
involvenent in the comunity development process at both a neighbor-
hood ad a citywide level. They aimed to make the block grant program
more responsive o the expressed needs and complaints of Citizens.

The regulations represented an effort to define specific citizen
participation performance.

Impact: An Overview

The impact OF the new citizen participation regulations is particularl
noteworthy because they were only recently rgve?sed._ _Unlike a Housing Y
Assistance Plan ar a Neighborhood Stra Area, citizen involverent
cannot be legislated into effect by the local community development
staff. The citizen participation process requires time to grow ad
develop before 1t has real influence an govermment functions.

Since the issuance of the new regulations, citizen participation has
Increased, although the pattem varies by city. A written citizen
participation plan was prepared jointly by city ad citizen represen-
tatives in all but one city.  Su 1al changes were reported iIn

1 the nurber of hearings held ad the Involvement of citizens
in program development, monitoring ad assessrent. Further, there
were significant_increases in_involvenent by the lov- and mederate-
ircome Citizens In a nurber of crties.

Technical assistance was strengthened in some cities. Most grantees.
complisd with the requirements conceming the translation and dissemi-
nation of decuments _and the_processing of responses to citizen com-
plaints. In 16 cities, citizens hed significant influence Over the
developnent and selection of project proposals.  In an additional four
cities, they had a substantially controlling influence over proposals.

Impact: A Lcok at Spec ifics:

i Representation

Mincteo, ¢ (801 1oaa i is> k  ad 23 (95
c ) 1 citizen The sizeof s
ups ari widely (Table XI-1). Among Je izat for
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Table XI-1

Profile of Citywide Advisory Groups

(n=24)
Board _
Name of Number  Selection  Number
City Name Citywide of Proocess of _ Adviso
b sory Members  Appointed* Meetings Board Y
Commi ttee El e Held Paid Staff
o Bo Annual ly
Akron Citizen 20 * 12
Involvement
Committae
Baltimore No Advisory
Board
Baton Rouge Citizen Advisory 61 b 12+
Council
Bethlehem No Advisory Boacd
Blcomington  No Advisory Board
Boulder Crtizens Committee 33 *Fself 18
ONn Housing and Cam- appoint-
munity Development ment
Des Moines Central Advisory 33 b 12+
Board
Evansville  Citizen Advisory 5 * 12+
Committee
Fort Worth  Commmity Develop- 19 ¥ 12
ment Council
Greenwich Citizen Advisory 15 ¥ 10
Board
Indianapolis Community Develop- 5 ¥ 12
ment Task Force
Kingsport Citizen Advisory 35 * 12
Committee i
——— mm— == e == (Continued == = = e aea
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Table XI-1

—— mmm mme em— e Continued ——— eme e e e
Board
Name Of Selection  Number of
City Name Citywide Number Process Meetings
Advisory of Appointed*  Held Advisory
Cammittee Members Elected*%,, Annually Board
or Both Paid Staff
. . .. : *kk
Philadelphia Citizen Advisory 37 12 X
Council
. : *
Portsmouth ~ Citizen Advisory n 20
Committee
*
Pueblo Citizen Committee 16
for Community
Developnent
Richmond Camunity Develop- 41 b 12 X
ment Commission
San Diego No Advisory Board
San Francisco Citizen Camittee 13 * 16 X
on Community
Developnent
Seattle No Advisory Board
*
Sioux Falls Community Develop- 28 12
ment Advisory
Committee
*
Semerville CDBG Advisory 35 14
Board
*
St. Louis Citizen Advisory 36 14
Committee
. *xk
Syracuse Citizen Develop- 37 12
ment Advisory
Committee
*
Tuscaloosa  Community Develop 100 6

ment Action Group

XI-4




example, the number oF koard members ranged from 11 to 100, with a
cluster of organizations (8) having between 35 and 41 menbers. In 13
of the 19 cities having 1Sory boards, the boards are appointed,
while In five they are both inted and elected. In one city, the
board was made up entirely of elected marbers.

In most cities the composition OF the citizen groups remained broadly
constructed ad relatively unchanged.  According 1O lecal respondents,
increased icipation by law- and moderate-income citizens was noted
in four (17percent) cities. In 11 cities (46 percant) respondents
felt that law- and moderate-incane citizens were already participating
significantly in the program.

In general, citizen advisory boards and neighborhood groups included a
wide range of interests. In addition O law- and moderate-income
citizens ad neighborhood representatives, reprasentation included
city interest groups, businessmen, bankers, realtors, ad agency heads.
A significant nunber of representativeswere tomeowners fram the
target neighborhoods.

Develomment OF Citizen participation Plans

Twenty—three of the sample cities (96 percent) prepared written citi-
zen participation plans.

Citizens played a role In the develogment of plans in all of the 23
cities in which plans were prepared (Table XI-2). Their role wes a
strong one iIn eight cities ad a lead one In at least three cities.

Table XI-2
Role of Citizens in Preparing Plans
(n=23)
Role Played 50,000- 100,000~ 250,000- 500,000~
By Citizens 99,000 249,000 499,99 999,999 1,000,000+
Lead Role 1 2
Strong Role; City 4 2 2
staff developed
inttial plan-
Sare role; city 4 1 1 5 1
staff devel

initial plan
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As the table shons, citizens played a stronger a more influential
role in cities which vere at the 1ower end OF the popullation range.

Crtizen Viens on Inplementation of Plans

In 13 of the 22 cities for which information was obtained citizen
respondents agreed that the plan vvas being fully carried out (Table
X1-3). In three cities ( ]pe Ih%f'e It the plan was being
partially carried aut. ve C|t|es citizen representatives
interviened felt they d|d not know enough abut the plan to offer an

opinion.

Table X1-3
Citizen Views on the Extent to Which
Participation Plans Are Being Carried Out

(n=22)
Cities
Response Category Numoers Percent
Plan Being Fully Carried Out 13 60
Plan Being Partially Carried Out 3 13
In'tt%rgirfmwgi Not Sufficiently Knowledgeable : ”
Intervienees BExpressed Contrasting Views 1 4
Total 2 100

Hearings ad Meetings: Citywide and deignborhoed 1/
In general, hearings and meetings iIncreased at all levels and for all

fmctlms—cnwlde ad neighborhood, ¢paG application preparation ad

program performance.

1/ \Ahllerr?ge%[engsdﬁa;em? as formal rreetlngs where minutes are taken,
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The number of cpBG hearings held at the citywide level increased in 15
(62 percent) of the cities (TableXl-4). Three cities increased the
schedulle by more than four hearings, four cities added three to four
hearings, and eight cities held one or two more hearings than they had
In the previous year.

In six cities (25 percent) the number of hearings increased at the
neighborhood level. Three cities added more than four meetings for
neighborhoods, two added three to four, and one added one or two.

Table X1+4
Effect of Regulations on Numbex
of Hearings and Meetings

(n=24)
Types of Hearings No Increase Increase Increase
and Meetings Held ~ Change of 1-2 of 34 of 5+  Total
Total Number of
Hearings 9 8 4 3 24
and Meetings (38%) (33%) (16%) (13%) (100%)
Citywide Hearings .9 15 24
and Meetings (38%) (62%) (100%)
Neighborhood Level 3 1 2 3 9
Hearings and Meetings (13%)  (4%) (8%) (130 (38%)

IT the meaning of neighborhood-level participation is broadened beyond
hearings to include such things as increased neighborhood outreach,
greater _involvement In the CDBG process of neighborhood groups, and
more neighborhood-based organizations dealing with the block grant
progran, then as a result of the regulations, an increased level of
participation was noted in a total of 10 (42percent) cities.

One example of neighborhood Involvement occurred iIn Portsmouth, where |
the Citizen Advisory Committee (CAC) held Its meetings in a different ;
neighborhood every second month, SO CAC members could tour the |
neighborhood and solicit local opinions. |
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Hearings ad Meetings: Monitoring ad Performance

Most cities studied met the basic requirement for performance hearings
and citizen review of the Grantee Performance Report.  Only one city
hed not held a performance hearing. Five hed not provided for citizen
review of the GPR at the time of the study.

Six cities (25percent) noted that monitoring and assessment was one
of the areas In which citizen participation increased significantly
as a result of the regulations. For instance, a cormunity developnent
staff person in Boulder, Colorado said that "the evaluatica and
monitoring has changed from letting citizens know the status of
projects 1 a regular procedure of project status reviews ad tours of
projects." In Richmond, Califormia, where the Community Develogment
Comission (C0C) hed always conductsd quarterly reviews, the comunity
devel staff went beyond the requirements by having the coc
actually work with. the staff In collscting review data through
interviews and document analysis. Both the chairman of the citizen
commissicn and the director of the comunity developnent program were
enthusiastic about the new system.

Aside from the basic requirement for performance hearings ad GPR
review, Tew cities haed yet dsveloped plans to involve crtizens in a
regular process of program implementation @ menitoring, A certain
amount of unofficial monitoring, apparently engendered as a result of
strengthened citizen participation regulations, was evident, hovever ,
In saveral. instances.

Technical Assistance

Five cities (2lpercent) reported an increase in technical assistance
1o citizens. Four of these increased staff assistance, ad one hired
a community Oesign organization to assist In propesal preparation. In
the other 19 cities, respondents stated that technical assistance hed
not increased significantly since the new regulations were implemented.
Nt%% of these cities reported that they already provided sane forms of

nical assistance to citizens (e.g., funding_for _citizen advisory
groups, planning support for neighborhood organizations developing
projects, ad staff assistance to citizen advisory groups).

Ci_ti?s ‘{,V'ﬂﬁ high Ievelsdcgf technical assi?taarncg %so Wd%mla&

tively hi rcentage of citizen proposals ahi ree

citiz)e/n pgrt?gipatim- Residents ICi)n cities without available techni-

cal assistance often observed that citizen comittees hed nerther the
time nor the expertise  look at progosals closely; others suggested
}hat they needed the regulations explained to them In layman's
anguage -
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Translations

Eleven of tre sample cities (46 percent) provided bilingual documents
and translators. Ten of these cities provided Spanish translators.

San Francisco provided Chinese and Japanese translators, ad Scmerville
provided Portuguese translators.

No respondents expressed a need for such services where none existed.

It 1s not clear how nuch of this bilingual effort was a result of the

requlaticns, but it is clear that these cities were complying with the
requirement.

Complainks

As ired by the regulations, cities responded in writing to all
ccrnprle?flnts rrgd/e by gl;?%izens- Thirteen cities (55percgnt5‘grecei\_/ed
ad inwriting to all complaints, most of which were minor
in nature. Typically, citizens complained about decisions not t© fud
activities they had progosed, decisions not 1o continue previously-
funded activities, ad insufficient social services.

In a few cities, citizens took serious action against local officials
ad sametimes against HUD, Inst, Louis, the leecal Legal Service
project filed a suit against HUD ad the local Camunity Developnent
a_genoé_on pehalf of citizens charging that CoeG-related displacement
IS subject 1 the requirements of the Uniform Relocation Act.
Subsequently, HuD conditioned the st. Louis application®s approval on
the city"s revising Its agplication O ''describe a strategy for
dealing with displacement In ¥sas that is due to direct ad indirect
(DBG-related activity ar which creates a burden on families."

City ad Citizen Perceptions of the New Guidelines

In nine of the cities suneyed (37 percent), comunity developnent
staff ad citizen organizations agreed that citizen participation hed
been strengthened by the regulations. Resgondents said that citizens
hed became more involved In the community developnent process, ad
that citizen participation was more important than it been prior
1 the regulations.

Camunity Development Staff in 15 cities (63 percent) ad_citizen
groups In 12 of these cities (S0percent) expressed the view that the
new regulaticns hed not yet resulted in strengthened citizen ici-
pation. Many ,_honever, that the regulations provide
stronger support for their efforts ad many will increase citizen
participation in the future.
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The Balance of City ad Citizen Influence

A key i1sste s the extent t which the new guidelines have helped
crtizens achieve a meaningful level of participation in all aspects of
the block ?rarrt progran. In three (12 percent) of the studied cities,
citizens played a dominant role (Table XI-5). ~ In nine cities (38
percent) city ad citizen representatives hed abut equal levels of
mfluence- In 11 cities (46 percent) city staff played the lead

role.

_ Table XI—_5 _ _ o _
Interviener assesament OfF Citizen Participation
in Cities H
(n=24)

- - _ Numoer Percent
Chief Executive, Council or Coec staff

have dminant Influence 11 46
City ad citizens have fairly equal influence 9 38
Citizens have dminant influence 3 12
Virtually ro citizen participation structure 1 4
Total | | - | 24 (100)

An association wes found between citizen influence, city size, and
previous Model Cities experience. _In five of the siX citieswith a
pogulation In excess of 500,000, citizen participation was heavily
influenced by city staff. Similarly, in eight of the 11 former model
cities, the staff scemed 1o play the dominant role.
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In the larger cities, the CDBG decision-making process is more complex
and strongly influenced by staff who have specialized area expertise.
The larger cities often had elaborate structures which determine the
program allocations and use of CDBG funds. Although ncat cities
created a special citizen group or process for the CDBG program, real
decision-making appears similar to that for other city funding alloca-
tion decisions. In many instances, former Model Cities staff were now
community developnent staff and brought their expertise with them.

Citizen Influence in Project Selection

HUD's regulations required that cities should encourage citizens to
develop CDBG project proposals and that citizens should be involved in
reviewing and selecting such projects. One measure of the impact of
these provisions is the extent to which such proposals were ultimately
selected for inclusion in local CDBG programs.

In four cities (16 percent), citizens had substantial influence over
the selection of projects (Table XI-6). In these cities, community
development staff essentially delegated to citizen groups responsi-
bility for screening, developing, and selecting proposals before
submission for consideration,

In an additional 16 cities (67 percent), citizens had some influence.
As the table indicates, between 25 and 100 percent of the citizen
proposals were ultimately selected for inclusion in CDBG plans.

Baltimore set aside a specific portion of the city's budget for citi-
zen proposals. Citizen proposals competed for funds within the
set-aside.

Three cities received no proposals from citizens. Overall, 37 percent
of the cities studied funded more than half of all citizen proposals,
while 63 percent funded less than half of such proposals.

A number of factors limited the number of citizen proposals found
acceptable. May of the proposals were determined to be for ineligi-
ble CDBG activities. Some were for projects already funded under
other programs, or for activities which cities were trying to avoid
funding under CDBG, such as social services. In some cities,
citizens, at times, did not have enough information concerning
activities that could be funded and enough technical expertise to put

together quality proposals.
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Table XI-6
Citizen Role In Selection of Projects
(n=24)

Percehtage of Proposals Funded

Category 0 1 to 25| 26 to 50 | 51 to 75 [7 5t0 100]Total
r%grtlciizens recon—l 2 2 4
proposals (8%) (8%) (16%) -
ad are influ-
ential _in the
selection of
projects
Citizens recom- 7 4 2 3 16
mend projects (29%) (17%) (8%) (13%) (67%)
ad have scme
influence
A set-aside has 1 1
been established (4%) (4%)
for citizen-
spensored Pro-
posals
No citizen pro- 3 3
posals were (13%) (13%)
sutmi tted
| | |
Total 3 7 5 4 5 24
(13%) | (29%) = | (21%) (21%) 21%) 100%) -
L

A Note on the Potential Role of Neighborhood Strategy Areas (NSAs) in

Crtizen Participation

Both city officials and citizens predict that the NSA regulation, by
concentrating CDEG  resources In certain areas, will make the block
grant program more Of an issue ameng Citizens. For instance, a membter
of the Syracuse Advisory Committee said that "NSA IS going back to the
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Model Cities concept—making citizens think more golitically,”" while a
San Francisco community developnent official reported that the NsA
""creates political problems" because "all citizen groups want their
a2y ideified as Neds,'

On the one hand, this could significantly strengthen citizen partici-
patics over the next few years. Citizen partlc:lgtlon might te
converted_fron a citywide foundaticn 0 amore focused neighborhead
basis, which in tum might result inmore influential ad effective

citizen organizations.

Tealations wald "rem. TS P tIGation. | Trey suopeated tat te
regulations wou IS _participation. t
NSA approach might throw neighborhoods INto competiticn for CDRG
funds, precipitating the licts that are harmful t© overall citizen
involvement.

Problems, Issues, ad Costs

None of the cormunity developnent staff felt that the new citizen
participation regulations produced serious delays In the agplicaticn
process.  Instead, the change was felt in terms of the increased hours
of staff time_required 1O meet citizen participation needs. Staff in
half of the cities Indicated that the new regulation_increased the
amountt of staff time needed. In seven of the 12 cities, staff
completed the extra work by working longer hours.  Three cities
reassigned staff to work an citizen participation, and two hired new
staff. No cities relied on consultants 1o meet the additional needs.

Sane elements of the regulations were easier to implement than others.
For example, almost all cities were able to draw up a Citizen Partici-
pation Plan, ad those that hed bilingual populations were able
provide the necessary translators.

Hawever , other aspects of citizen involvement depended on a greater
degree of interdependence and were more difficult to implement immedi-
ately. For instance, cities without an active technical_assistance
program found it difficult ©© fud citizen proposals. Citizens scme-
times lacked information about the kinds of activities that could be
funded and did not have the technical resources to put together good

propesals,

Sane city officials felt there were inherent mnflicts between the
citizen participation reguirement and other of the new regula-
tions, The Seattle community developnent arqued that the
requirement for a comprehensive strategy, which entails a substantial
amount OfF detailed, long-term planning, directly conflicts with the
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aim of maximizing citizen participation. Citizens, according 1O them,
prefer short-tem visible activities o long-term projects ad detailed
planning processes. Other cities called attention to the observed
conflict complex economic development projects and citizen
involverent.

Conclusions

The surnvey indicates that citizen participation has increased in some
cities since the new regulations were mplemented. Community Develop
ment staff and citizen organizations in nine of the cities surveyed
agreed that citizen participation had been strengthened over the
previous year. City staff in 15 cities and citizen organizations in
12 cities felt that _although the new regulations hed not i/et strength-
ened citizen participation, modifications in programs would have bene-
Ticial effects In suosequent years.

o Citizen Participation Plan. All but one of the cities pre-
pared a Crtizen Participation Plan. Citizens played a role in
develqplrj‘g plans in all these cities, ad a strong ar lead
role in 11 cities.

Hearings ad Meetings: . o
meetings held 1nC 2 . Tevels.  In 15 of the cities,

the numter OF citywide hearings was increased, ad In Six

cities the nuroer of neighbo meetings was increased.

o Hearings ad Meetings: #onitoring and Performance. Most
crties fulfilled the basic requirement Tor performance hear-
Ings ad GPR review. _ Six cities noted that monitoring ad
assesament Was one oF the areas in which citizen participation
had increased significantly. In one city a performance hear-
Ing was not held ad in five cities citizens did not review
the Grantee Performance Report,

o Technical Assistance. Five cities reported an increase in
technical assistance to citizens.  In the other 19 cities,
stated that ~al provided some technical
assistance. Since cities which offer technical assistance_
also ted to fund a high proportion of citizen proposals, It
IS clear that this is an Inportant requirement.

o Translations, Eleven of the sample cities provided bilingual
translators ad dccuments, None of the other cities appear 1o
have umet needs in this area.
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e Camplaints. All cities responded 1o citizens complaints In
wrTting, as required by the new regulations. Minor complaints
were reported In a mgjority of cities. Inst, Louis, a law
surt was filed against Hun, ad the Department
conditioning the city"s application,

e Involvenent of Low- and Mederate~Inccme Citizens. Four cities
reported Increased Involvement of 1oy~ and moderate-incane
citizens resulting fram the new regulations. Eleven of the
remaining cities already hed substantial involvement by this
segment of the popullation.

e Citizen Proposals. In four cities citizens hed substantial
influence over the proposal selection process, and In 16
cities citizens hed significant influence but were somewhat
less likely to get citizen propesals funded.

Ore Important factor to be taken INMto account IS the potential effect
of the 32 regulation on citizen participation. N3as ney cause eirther
Increased powar ar increased frustration on the part of the citizens,
but iIn erther case they are certain t convert crtizen participation
Into a more political process.

Five main_iSSue areas Were pointad out by the study. These include
the additional staff time required to deal with citizens, the diffi-
culty of inmplementing certain aspects of the regulations without first
implamenting others, the additional technical knowledge which the new

em requires of citizens, the possible conflict between the citizen
participation regulation and other new regulations, ad the basic
disagreement between citizens ad staff over the need for such regula-
tions.
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APPENDIX

Part I -- Samples and Sampling Methodology for Entitlement Communities

The data in this report were derived primarily from two different samples.
The basic information on entitlement cities, which describes the amount of
funds budgeted by strategies, benefits to low- and moderate-income census
tracts, and progress, was derived from a sample of 151 formula and
nonformula entitlement cities within sxsis. Additionally, to obtain more
detailed information on cities for the special issues covered in the report

both

The 151-Citv Sample

The 151-city sample was based on a stratified random sample. The strata,
sample sizes were determined by an optimum allocation formula at the 95
percent confidence level with a 5 percent sampling error.l/ on the basis
of the first year entitlement amount, the universe of 792 metropolitan
entitlement and hold-harmless cities were divided into three strata: over
$million, $1-4 million; and under $1 million (Table a-1),

Estimates of sampling parameters (mean and standard deviation) were
computed from budget line item expenditures for **Public Works, Facilities,
and Site Improvements."" The selection of "'Public Works.. ." results in
undersampling of the line item "*Code Enforcement™ and oversampling of
""Clearance and Demolition/Rehabilitation,!

Estimates of current reliability which compare the line item budgeted
amounts for the sample with the same in the universe are presented in Table
A-2. Note, however, that the sample includes 147, not 151 communities.
Several communities have been dropped from the original 151, either because
they did not apply for a grant or because this year their application
arrived too late for analysis.

1/ Herbert arkin, Handbook of Sampling for Auditing and Accounting, New
York: MeGraw-Hill, 1963, Vol. 1, p. 19.
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Table A-1
Metropolitan Entitlement-Stratification and Sample Size
(151- City Sample)

Stratum Entitlement Universe of Sample Sampling =/
Amount Cities Size Error
[ Over $4million 108 34 $119,347.5
11 $1-4 million 178 59 33,602.8
111 Under $1 million 506 58 3,769.6
792 —151

*/ Five percent of the estimated mean for each stratum.

SOURCE: U.S. Department of Housing and Urban Development, Community
Planning and Development, Office of Evaluation .




Table A-2

Estimates of Sample Reliability:
Line Item Budgeted Amounts fOR Entitlement Communities
(Fourth Year Applicants)

147 Sampled
Communities

Budgeted Amount Percent

Universe of Metropolitan
Entitlement Communities

Budgeted Amount Percent

I'tems ($000's) ($000's)
Acq. of Real
.......... 54659 10.8 191090 84
Public Wrs....... 151817 2.9 674172 2.8
Code Enforcement... 8637 52 44227 1.9
Clear & Demo/
Rith............ 26181 5.2 231460 10.2
. Rehab laas........ 76342 151 333120 14.7
Spec. project

for Eld. /Hand..... 4022 .8 17801 .8
Payments for loss

of Rt........ 52 .01 471 .
Disp. Of Real

.......... 1068 2 4646 .2
Prov. of Public

Sevies.......... 45322 89 196584 8.7
Pay Non-Fed

Jae............. 5546 11 34116 1.5
Comp. UR/NDP.cssuss 18540 3.7 72568 3.2
Reloc. Payments.... 19022 38 72092 32
PIng., Mgt. &

DevelOp sususnsnnns 19265 3.8 78541 35
Adninistration. ... 60519 1o 232594 10.3
Model Cities....... 517 .1 1915 .1
Repayment UR/NDP... 15,317 30 79504 35




The 25-City Sample

The guiding principle in selecting the subsample of 25 cities was that each
city have experience with the 1978 regulations by the time of the field
visits in March 1979. Since the regulations were not completely in effect
until August 1, 1978, only cities submitting fifth year CDBG applications
between October 1, 1978 and January 31, 1979 were presumed to have had
this experience. Of the 559 metropolitan cities participating in the CDBG
program as entitlement recipients, 40 were scheduled to submit applications
during that period.

The 25 cities were selected from the 40 to include cities from different
geographical locations, with different sizes of population, and with
varying severity of need. The following variables reflect this intent and

were the selection criteria: N
) Region: As defined by the Census Bureau (Northeast, North

Central, South, West)

o} Pooulation Size:

Very large (More than 500,000)

Large (250,000 = 500,000)
Medium (100,000 = 249,999)
Small (Less than 100,000)

o} UDAG Distress: Those cities determined under
the UDAG program to be distressed, versus those cities
not so distressed.

It should be clear that the selection procedure precluded the use of any
random sample procedure. The cities were purposefully selected by HUD to
represent diversity and a broad range of program experience. The following
tables depict how the 25 cities met the conditions stated above. Table A3
shows the 25 cities according to region, population size, and UDAG
distress. Tables A-4, A5 and A6 show the distributions of the sample
cities for each selection variable. For purposes of comparison,
distributions within the selection variables are also provided for all
entitlement cities and the 40 cities which had submitted applications
between October 1, 1978 and January 31, 1979.
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TABLE A-3

25-City Sample: Distribution by Region, Population, and UDAG Distress

REGION
Population Northeast South North Central West
over *Philadelphia, *Baltimore, MD Indianapolis, IN *3San Francisco, CA
500 ,000 PA st. Louis, MO San Diego, CA
290,000 =  *Newark, NJ *tort Worth, TX *Akron, OH *Seattle, WA
500,000 Baton Rouge, LA
100,000 - *Syracuse, NY *Portsmouth, VA Des Hoines, IA *Pueblo, co
249,999 *BEvansville, IN
less than Greenwich, CT #Tuscaloosa, AL Bloomington, MN Boulder, CO
100,000 %#Somerville, MA Kingsport, TN *Sioux Falls, D *Richmond, CA

*Bethlehem, PA

* UDAG Distress Cities

NOTES:  The regional boundaries correspond to the four census regions.
Populations are those of the 1970 Census.
The 40 cities included no Northeastern cities with populations above 500,000 or
between 100,000 and 249,999. In order to represent each cell of the selection
criteria, Philadelphia and Syracuse were selected from the HUD 151-city sample on
the basis of earliest application date following the January 31, 1979, cut-off date.




TABLE A4
Distribution of Metropolitan Entitlement Cities by Region for
the Selected 25 Cities, the 40 Cities which Submitted
Applications between October 1, 1978 and January 31, 1979, and
the Universe of 551 Entitlement Cities¥*
I ENTITLEMENT CITIES
Sample Applicant All Entitlement
Region Cities . Cities Cities
(n=25) (n=40) (n=551)
Northeast 25% 10% 24%
North Central 28 28 28 ‘
South 24 32 24
West 24 30 24
TOTAL 100% 100% 100%

*Eight of the 559 metropolitan entitlement cities participating in the CDBG
program were located In Puerto Rico and other areas outside the mainland United
States were excluded.
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TABLE A-5

Distribution of Entitlement Cities by Population Size for the
Selected 25 Cities, the 40 Cities which Submitted Applications
between October 1, 1978 and January 31, 1979, and the Universe
of 551 Entitlement Cities*

ENTITLEMENT CITIES

Sample Applicant All entitlement
Population Cities Cities Cities
(n=25) (n=40) (n=551)
Less than 100,000 36% 57% 71%
100,000 - 249,999 18 18 18
250,000 - 500,000 24 12 5
Over 500,000 24 12 5
TOTAL 100% 100% 100%

*Eight of the 559 entitlement cities participating in the CDBG program which
were located in Puerto Rico and other areas outside the mainland United States

were excluded.




TABLE A-6

Distribution of Entitlement Cities by UDAG Distress Designation
for the Selected 25 Cities, the 40 Cities which Submitted
Applications between October 1, 1978 and January 31, 1979, and
the Universe of 551 Entitlement Cities*

ENTITLEMENT CITIES

Sample Applicant All Entitlement
UDAG Distress Cities Cities Cities
Designation (n=25) (n=40) (n=551)
Distressed 68% 55% 57%
Not Distressed 32 45 43
TOTAL 100% 100% 100%

* (Eight of the 559 entitlement cities participating in the CDBG program which
were located in Puerto Rico and other areas outside the mainland United
States were excluded.)




Part I == Census Tract Level Community Development Distress Index

The measure of community development distress at the census tract level was
devised to capture the degree of physical decay and income plight for each
census tract relative to the city as a whole. Four variables were assembled
to generate this index. They are: percentage of persons in poverty, 1969;
percentage of year—-round housing built before 1940; percentage of
owner—-occupied housing, 1970; and median family income, 1969. Slightly
different weightings were given to each variable to show the relative
importance it was judged to have in measuring community development distress.
Relecting the importance of percentage of persons in poverty and percentage of
year—round housing built prior to 1940 in the CDBG allocation formula, these
variables were assigned the highest weights, 3. The other variables,
percentage of owner-occuped housing and median family income, were assigned
lesser weights, .25 and .15, respectively. Median family income was given the
least weight, since some of its variance is reflected in the percentage of
persons in poverty. In the actual index, the variables were measured iIn
standard scores based on the differences between census tract percentage and
city average. The full equation for the index is:

Census Tract Distress = .3 (standard score of persons in proverty)+
.3 (standard score of age of housing) +
.25 (standard score of owner occupied) +
.15 (standard score of median family income)

Finally, all census tracts were ranked from the most distressed decile to the
least distressed decile, with the three most distressed deciles considered
seriously distressed; the middle three deciles moderately distressed; and the

last four least distressed.
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