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Considerable interest in consolidating Feder- 
al housing programs into a block grant has 
existed for years. However, no one knows 
the full ramifications of creating a major 
new block grant program for housing or 
significantly altering the Department of 
Housing and Urban Development’s existing 
Community Development Block Grant 
Program. Accordingly, GAO examined hous- 
ing activities at four major cities and sur- 
veyed 664 cities and counties concerning 
their housing programs and opinions on the 
subject. 

This report presents the results of a national 
survey on (1) local experiences in designing 
and implementing housing programs under 
the Community Development Block Grant 
Program and (2) local housing officials’ 
attitudes toward housing block grants. Taken 
together, these two areas can be used to 
provide some insight into how a block grant 
could be designed and the potential 
consequences of its implementation. 
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To the President of the Senate and the 
Speaker of the House of Representatives 

This report is part of our study of the often discussed 
strategy to provide housing assistance to the Nation's lower 
income families under an overall housing block grant program. 
We have already issued several related staff studies on current 
housing activities funded under the Community Development Block 
Grant Program. 

We made our study to provide an empirical data base for the 
Congress and other decisionmakers to use in evaluating future 
housing strategies. Specifically, this report discusses the 
experiences of a large number of the Nation's communities in 
providing housing assistance under the Community Development 
Block Grant Program. It also describes local housing officials' 
views on whether a block grant is desired and what it should 
look like. 

We are sending copies of this report today to the chairmen 
of various congressional committees having an interest in housing: 
the Director, Office of Management and Budget: the Secretary, 
Department of Housing and Urban Development; and other interested 
parties. 

a/4& ‘ 

Comptroller General 
of the United States 





COMPTROLLER GENERAL'S 
REPORT TO THE CONGRESS 

BLOCK GRANTS FOR HOUSING: 
A STUDY OF LOCAL 
EXPERIENCES AND ATTITUDES 

DIGEST -----_ 

The Congress and the administration are currently 
rethinking Federal housing policies and strate- 
gies. One trend seems to be away from federally 
administered production programs, such as the 
section 8 rehabilitation and new construction 
programs, and toward increasing local discretion 
through some form of block grant. Block grants 
provide funds, usually to local governments, for 
use in broad functional areas. Local governments 
are allowed considerable discretion in identify- 
ing problems, designing programs, and allocating 
resources. The only Federal block grant program 
which permits significant housing assistance is 
the Community Development Block Grant (CDBG) Pro- 
gram administered by the Department of Housing 
and Urban Development. 

In this report GAO describes (1) the experiences 
of entitlement communities (cities with popula- 
tions over 50,000 and urban counties tiith popula- 
tions over 200,000) in providing housing assist- 
ance under the CDBG program, (2) the views of 
local CDBG housing officials on the desirability 
and form of a new housing block grant, and (3) 
the design issues for a housing block grant. The 
report provides an empirical data base for the 
Congress to use in evaluating future housing 
strategies, particularly those emphasizing block 
grants to increase local discretion in providing 
housing rehabilitation and nevJ construction 
assistance. Questionnaire results of GAO's 
nationwide survey are detailed in a supplement 
to this report. (See pp- 1, 4, 6, and 30.) 

LOCAL COMMUNITIES' EXPERIENCES UNDER THE 
COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM 

To characterize CDBG housing activities, GAO 
sent questionnaires to 531 communities. GAO 
received and analyzed 424 responses. (See p* 7.1 

Communities have generally emphasized homeowner- 
ship assistance, while reporting that renters are 
in greater need of assistance. The communities 
indicated that twice as many renters needed 
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assistance than did homeowners and that 31 per- 
cent more rental units needed rehabilitation than 
did owner units. But, in meeting these needs, 
CDBG funds were used to assist 28 percent more 
owner units than renter units. (See pp. 13, 39, 
and 62.) 

Communities have primarily funded rehabilitation 
activities. Of the respondents, 98 percent reha- 
bilitated single-family, owner-occupied housing 
and about 60 percent rehabilitated multifamily 
rental housing. (See pp. 13, 39, and 61.) CDBG 
program regulations prohibit communities from 
financing new construction activities, unless 
such funding is provided for "last resort housing" 
or for certain activities permitted by nonprofit 
groups. Considering these limitations, a signi- 
ficant number of communities have financed con- 
struction activities. For example, about 10 per- 
cent funded construction for homeowners and about 
7 percent funded multifamily rental housing con- 
struction. Also, 46 percent funded site acqui- 
sition and clearance activities in preparation 
for housing construction. Several recent housing 
initiatives have proposed adding new construction 
as an e1igibl.e CDBG activity or establishing a new 
block grant for rehabilitation and construction 
activities. (See pp. 17, 51, and 72.) 

Communities have used a wide variety of housing 
finance methods. Most communities reported the 
use of straightforward grants and loans. More 
complex methods, such as interest subsidies and 
loan guarantees, which can have a greater short 
run impact in providing housing assistance were 
reported less frequently. Of the respondents, 81 
percent used full grants, 53 percent used full 
loans, 35 percent used interest subsidies, and 
17 percent used loan guarantees. (See pp. 16, 
38, and 63.) Communities can use CDBG funds to 
attract other sources of funds for housing. The 
extent of this leveraging, however, was generally 
minimal. Communities reported that other funding 
sources, primarily private sources, provided about 
11 percent of the funds used to rehabilitate 
owner-occupied housing and about 27 percent of 
the funds used to rehabilitate private rental 
housing. (See pp. 18, 45, and 69-) 

Communities have apparently targeted housing 
assistance mainly to lower income familiies. 
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Communities that provided data reported that over 
90 percent of the rehabilitation-related 
assistance benefited lower income groups. About 
20 percent of the communities, however, did not 
provide enough detail on families receiving 
assistance to characterize the beneficiaries. 
(See pp* 21, 46, and 67.) Also, a substantial 
number of local officials indicated that certain 
other data regarding their communities' housing 
conditions and needs and the extent of CDBG 
assistance provided was unavailable. For example, 
17 percent and 11 percent, respectively, stated 
that data was unavailable on the number of hous- 
ing units and households needing assistance. 
Also, 14 percent and 18 percent, respectively, 
stated that data was unavailable on the number of 
owner and renter housing units assisted under the 
CDBG program. (See PP* 23, 36, and 73.) 

LOCAL HOUSING OFFICIALS' VIEWS 
ON AN OVERALL HOUSING BLOCK GRANT 

GAO sent a second questionnaire to 133 communities 
to obtain local CDBG officials' views on the 
housing block grant concept. GAO received and 
analyzed 100 responses. (See p. 7.) 

The level of Federal funding for housing strongly 
influences these local officials' support for a 
housing block grant. Over 70 percent strongly 
favored block grants if Federal funds were to 
increase. If funds were to remain the same, 
support begins to erode. More than half did not 
want a block grant if housing funds were cut. 
(See pp. 26 and 76.) Generally, the officials 
supported the inclusion of most Federal housing 
functions in a housing block grant. Over 60 
percent favored including the present rental 
assistance, rehabilitation, and new construction 
programs. (See pp* 27 and 83.) 

Almost two-thirds of the officials emphasized 
program objectives which would provide assistance 
to low- and moderate-income households living in 
substandard housing. To achieve these objectives, 
the officials believed that assistance should be 
specifically targeted to low-income households and 
households in substandard housing. (See pp. 28, 
79, and 87.) 

Nearly all of the officials indicated that Federal 
funding should be allocated to local governments, 
using an entitlement formula. The most important 
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factors to be used in the formula are the extent 
of substandard housing, households needing 
assistance, and poverty in the community. (See 
PP. 29 and 80.) The officials also indicated 
that a housing block grant program should be 
planned, implemented, and evaluated mainly by 
local governments. The officials believed, 
however, that the Federal Government should 
have a fairly strong role in evaluating block 
grant performance based on specific criteria, 
but with limited sanctions for noncompliance. 
The officials also believed that there should 
be little involvement by State governments. 
(See PP- 29 and 93 to 103.) 

DESIGN ISSUES FOR A HOUSING BLOCK GRANT 

Block grants for housing would give local 
governments greater discretion and flexibility 
in designing and implementing housing programs. 
Many local housing officials do not want these 
increased responsibilities if Federal funding 
decreases. Most are willing to accept these 
responsibilities, however, if Federal funding 
increases. Although explicit targeting criteria 
would decrease local decisionmaking, 90 percent 
indicated that block grant assistance should be 
targeted to specific households based on both 
income and housing need. 

Such targeting would depart from the method used 
under most current Federal housing programs, such 
as the section 8 rehabilitation and new construc- 
tion programs. Eligibility has been based only 
on household income, which is generally used as a 
proxy for housing need. A majority of the offi- 
cials indicated that low-income households living 
in substandard housing have the greatest need for 
assistance. Better targeting assistance to such 
households would enable communities to more 
effectively and efficiently use housing funds. 

In general, most officials favored consolidating 
into a block grant Federal housing programs to 
provide rental assistance, rehabilitation, and 
new construction activities. Under the CDBG 
program, many communities have experience in 
rehabilitating housing for homeowners. Relativ- 
ely few communties, however, have experience in 
rehabilitating and constructing rental housing. 

Considering this limited local experience, a 
housing block grant program including rental 
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rehabilitation and construction activities might 
require significant Federal technical assistance 
early in the program. Also, more innovative 
financing methods designed to recapture and/or 
leverage limited Federal funds might require some 
emphasis under a new block grant. Finally, com- 
munities would need to collect and maintain data 
on housing conditions and needs, as well as cost 
and beneficiary data on the types of assistance 
provided, to effectively and efficiently admini- 
ster and evaluate a local program under a housing 
block grant. Specific Federal guidance on the type 
and format of the information needed under a hous- 
ing block grant program could help local govern- 
ments in developing and evaluating housing pro- 
grams that adequately address their housing needs. 
(See p. 33.) 

AGENCY COMMENTS AND GAO'S RESPONSE 

Department of Housing and Urban Development 
officials generally found this report to be (1) a 
very useful summary of communities' experiences in 
providing housing assistance under the CDBG pro- 
gram and (2) an objective discussion on local 
attitudes toward a housing block grant program. 

They pointed out, however, that the report 
reflects the views of local CDBG officials and 
not those of elected officials or officials 
responsible for other housing programs, such as 
public housing. GAO agrees and made revisions, 
where appropriate, to reemphasize that the infor- 
mation contained in this report was primarily 
based on experiences and attitudes of officials 
in the CDBG program. They provide an indication, 
but not definite proof, of what might happen under 
a housing block grant. 

Department officials also pointed out that some 
housing activities, such as rental rehabilitation 
and new construction, would be substantially dif- 
ferent from CDBG activities. Thus, the CDBG com- 
munities' limited experience in funding these 
activities does not provide a strong basis for 
projecting what would happen under a housing block 
grant program. Because of the limited experience 
of CDBG communities in providing rental assistance 
activities, GAO discusses several design issues, 
such as Federal technical assistance, innovative 
financing methods, and information needs, which 
might be required if these activities are included 
in a housing block grant. (See p. 34.) 
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CHAPTER 1 

INTRODUCTION 

The Congress and the administration are currently rethinking 
Federal housing policies and strategies. One trend seems to be 
away from federally administered production programs, such as the 
section 8 rehabilitation and ne& construction programs, and totiard 
increasing local discretion and flexibility over the use of Fed- 
eral funds for housing. This is evidenced by recent housing pro- 
gram initiatives stressing some form of block grant. Block grants 
provide funds, usually to local governments, for use in broad 
functional areas. Local governments are allowed considerable dis- 
cretion in identifying problems, designing programs, and allocating 
resources. Currently, the only Federal block grant program which 
permits significant housing assistance is the Community Development 
Block Grant (CDBG) Program administered by the Department of 
Housing and Urban Development (HUD). 

This report discusses the experiences of localities that 
provide housing assistance under the CDBG program, some of which 
is similar to assistance expected to be provided under a block 
grant program for housing. It also addresses attitudes of local 
housing officials toward a Federal housing block grant program. 
Local experiences and attitudes should be of considerable value 
in any policy debate that concerns increasing local discretion and 
flexibility over the use of Federal funds for housing, particularly 
under a comprehensive block grant program for housing. 

FEDERAL EFFORTS TO 
HOUSE LOWER INCOME FAMILIES 

The Federal Government's role in providing housing for the 
Nation's citizens has gratin dramatically over the last 45 years. 
One of its major efforts has been to help lower income house- 
holds. &/ In the early part of this century, the location, char- 
acter, and quality of housing in the United States Mere almost 
exclusively a matter for individual determination. Housing Mas 
regulated, if at all, by local governments acting through planning 
and zoning boards. The Great Depression of the 1930's, however, 
dealt a blow to this tradition of exclusive local control and 
private responsibility for housing and brought about the Federal 
Government's participation. Since then, as Federal laws and 
administrative actions created a ,Jlride variety of neinl housing goals 
and objectives, Federal housing programs have increasingly become 

I/Generally refers to families inrith incomes of 80 percent or less 
of an area's median income. Specifically, de define low-income 
households as those dith incomes 50 percent or less of an area's 
median income and moderate-income households as those dith 
incomes bettieen 51 and 80 percent of an area's median income. 
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subject to Federal control, with concurrent reductions in local 
responsibility and accountability. 

Responding to the collapse of the housing industry in the 
1930's, the Federal Government devised two major policies which 
are still in place. First, the Government decided to restructure 
the home financing system by creating institutions to provide 
mortgage insurance, insurance for banks and savings and loan 
associations, and a permanent secondary mortgage market. Second, 
the Federal Government decided to subsidize housing for low-income 
families. This decision was first incorporated in the Low-Rent 
Public Housing Program authorized in 1937. Under this program, Fed- 
eral funds were provided to local governments, which had overall 
responsibility for administering and managing the program. 

Since 1937 the Federal Government's role in housing for lower 
income families has expanded significantly. The Housing Act of 
1949 set a national goal of "a decent home and a suitable living 
environment for every American family." To help achieve this goal, 
additional Federal programs were created and the flow of Federal 
funds into housing was increased. In 1968 the Congress decided 
that progress toward achieving the 1949 national goal was too slow 
and established a production schedule for constructing or rehabili- 
tating 26 million housing units over the following decade. New 
Federal programs were set up to help meet the housing needs of 
low- and moderate-income families, including greater financial 
assistance for homeownership and rental housing. 

Currently, the major Federal housing programs for assisting 
low- and moderate-income families include conventional public 
housing, rental assistance, homeowner assistance, and community 
development housing programs. Public housing programs include 
the Low-Rent Public Housing, Public Housing Operating Subsidy, and 
Public Housing Modernization programs. The major rental assistance 
programs include Section 8 Lower Income Rental Assistance (for 
existing, rehabilitation, and new construction housing), Section 
202 Housing for the Elderly and Handicapped, Flexible Subsidy, and 
the Section 515 Rural Rental Housing programs. The major home- 
ownership assistance programs include Title I Home Improvement 
Loan Insurance, Section 235 or 235 Revised Mortgage Insurance and 
Assistance Payments, Section 221(d)(2) Mortgage Insurance, and 
Section 502 Rural Homeownership programs. Community development 
programs include CDBG, Section 312 Rehabilitation Loan, Urban 
Homesteading, and Urban Development Action Grant programs. Appen- 
dix I briefly describes these and other housing assistance 
programs: the CDBG program is discussed below. 

Over the years, these and other Federal housing programs have 
been relatively successful in producing housing. In fact, the 
direct subsidy programs, aided by insurance and tax provisions, 
have produced over 1.2 million public housing units and assisted 
about 2 million privately owned rental units. Federal programs 
have also greatly contributed to increased homeownership so that 
today nearly two-thirds of all American families own their homes. 

j 
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Nevertheless, the Nation's housing goal remains somewhat elusive. 
The 1980's are already being referred to by many housing experts 
as a decade of crisis. The demand for housing is expected to re- 
main strong throughout the 1980's, with some estimates of need for 
new housing ranging from 20 to 26 million units by 1990. Projec- 
tions of total production for the decade range from 16 to 22 mil- 
lion units. Based on these projections, production would probably 
fall short of demand by about 4 million units during the decade. 

The demands of the 1980's, combined with severe budget con- 
straints, are stimulating new Federal housing policies and strate- 
gies and causing a reexamination of housing responsibilities at all 
levels of government. In one of its early initiatives, the Reagan 
administration began to reevaluate Federal housing policy through 
the President's Commission on Housing, established in June 1981. 
In its April 29, 1982, report, 1/ the Commission recommended that: - 

--The primary Federal program for helping low-income families 
to achieve decent housing should be a "voucher-like" housing 
payments program. This program, coupled with housing 
supply assistance through the CDBG program, would replace 
future commitments to build or substantially rehabilitate 
additional units under Federal housing programs. 

--New construction by "for-profit" developers should be made 
an eligible activity of the CDBG program, and a housing 
component, weighted to local housing needs, should be added 
to CDBG as a replacement for the categorical assisted hous- 
ing programs of both HUD and the Farmers Home Administration 
(FmHA) - 

--Within a specified period of years, public housing should 
be restored to local management and control, passing the 
responsibility and choice in the use and disposition of 
public housing projects to public housing authorities and 
local governments. 

Several new program initiatives, such as the administration's 
fiscal year 1983 budget proposals and S. 2607, would sharply limit 
expanding programs and shift their thrust from new construction 
and substantial rehabilitation to using existing housing stock. 
Other initiatives, such as S. 2171, H.R. 6296, H.R. 5731, and 
H.R. 5750 would replace current rehabilitation and new construc- 
tion programs with new housing rehabilitation and production pro- 
grams. Almost all of the new program initiatives, however, would 
increase local discretion and flexibility over the use of Federal 
funds and generally stress providing some form of block grant to 
States and local governments. These initiatives are discussed in 
more detail starting on page 30. 

A/"The Report of the President's Commission on Housing," 
President's Commission on Housing (Washington, D.C.: 1982). 
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THE COMMUNITY DEVELOPMENT BLOCK GRANT 
PROGRAM: AN OPPORTUNITY TO LEARN 

The Housing and Community Development Act of 1974 (Public Law 
93-383) marked the start of a new era in housing relations between 
Federal and local governments. Title I of this legislation created 
the CDBG program, replacing seven categorical grant-in-aid pro- 
grams. 1/ The change to the block grant approach reflected a 
desire to shift the responsibility for community development from 
the Federal Government to the local governments, as well as to 
streamline the application and review process. 

While the 1974 act and recent amendments provided greater 
authority to cities --compared to the categorical programs CDBG 
replaced-- local discretion was somewhat limited because CDBG activ- 
ities must address broad national statutory objectives. For 
instance, CDBG's primary objective is the development of viable 
urban communities by providing decent housing, a suitable living 
environment, and expanding economic opportunities--principally for 
persons of low- and moderate-income. 

The 1974 act represented a compromise between the administra- 
tion and the Congress, resulting in a program with more Federal 
involvement than a "revenue sharing" program but less than the ear- 
lier categorical programs. Reauthorizing legislation in 1977 and 
1980, however, reflected the concern over local governments' per- 
formances in meeting statutory requirements and resulted in new 
HUD operating procedures and regulations, increasing HUD's role in 
local decisionmaking. Later, the Housing and Community Development 
Amendments of 1981 (Public Law 97-35) substantially revised the 
CDBG program to put local officials more clearly at the center of 
the decisionmaking process and to reduce the discretionary power 
that HUD held over program decisions. 

The CDBG program has three major components--the Entitlement 
and Small Cities Programs and the Secretary's Discretionary Fund. 
The Fund provides technical assistance and makes grants to Indians, 
U.S. territories, and new communities. The Small Cities program 
awards grants to competing communities with populations below 
50,000. The Entitlement Program makes grants to eligible 
metropolitan cities and urban counties. 

Cities with populations over 50,000, central cities in 
standard metropolitan statistical areas, and some urban counties 
with populations over 200,000 are "entitled" to receive funds. 
In fiscal year 1981 about 580 cities and 86 counties had entitle- 
ment status. In 1982, as a result of the new census data, about 
636 cities and 96 counties have entitlement status. 

l/Urban Renewal, Model Cities, Water and Sewer Facilities, Open - 
Spaces, Neighborhood Facilities, Rehabilitation Loans, and Public 
Facilities Loans. 
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Entitlement communities are assured of receiving a yearly 
allocation --an entitlement-- that is determined by a set of statu- 
tory formulas and by the amount of funds the Congress appropriates. 
During the program's first 7 years (through fiscal year 1981), the 
Congress appropriated more than $23 billion for the CDRG program, 
with about $18 billion, or 78 percent, going to entitlement 
communities. The CDBG program is authorized through fiscal year 
1983. 

Communities assisted under CDBG cam undertake a wide range of 
activities. These include (1) rehabilitating private properties, 
(2) acquiring and disposing of property, (3) improving streets, (4) 
fixing water and sewer facilities, and (5) building and servicing 
public parks, playgrounds, and other recreational facilities. In 
the most recently completed program year, entitlement cities spent 
the greatest amount of CDBG funds--about 35 percent--for housing 
rehabilitation and related activities. During the same period, 
urban counties spent about 31 percent of their CDBG funds for 
housing rehabilitation and related activities. 

In chapter 3 we discuss specific local communities experiences 
in providing homeowner assistance under the CDBG Entitlement Program. 
In chapter 4 we discuss specific local communities experiences in 
providing rental assistance under the CDBG Entitlement Program. 

HOUSING BLOCK GRANTS 

The idea of a housing block grant is not new. It was first 
proposed in the mid-1950's. However, it received little notice 
until the last decade when, at various times, block grant programs 
were proposed as alternatives for delivering Federal housing 
subsidies. 

The first significant proposal came in 1973 when the Nixon 
administration considered replacing various subsidy programs, nota- 
bly HUD's sections 235 and 236, with a block grant program. Simul- 
taneously, several Congressmen introduced legislation designed tq 
replace the public housing and sections 235 and 236 programs with 
one block grant program. Interest in block grants waned, however, 
after the section 8 program was proposed and eventually enacted. 

By 1976 experiences with section 8, particularly restrictions 
on allocating new and existing units to individual localities, gen- 
erated renewed interest in block grants. Consequently, the Ford 
administration proposed a narrow, at least initially, block grant 
program whereby section 8 budget authority would be allocated to 
individual localities, giving them the responsibility of distri- 
buting the money among new, rehabilitated, or existing housing. 
After a 3-year transition period, however, localities would have 
been permitted to design their own forms of housing assistance to 
meet local market situations. 1Jnder the 1976 proposal, block 
grants would have eventually replaced the sections 8, 235, 236, 
312, and 202; public housing: rent supplements: and possibly 

5 



some FmHA subsidy programs. Public housing operating subsidies 
would also have been eliminated, or at least reduced. 

Most recently, the 96th Congress, in the Housing and Community 
Development Act of 1980 (Public Law 96-399), directed HUD to pro- 
vide a comprehensive study of the feasibility of a housing assist- 
ance block grant program. The final report was due to the Congress 
by March 31, 1981; however, the administration was still reviewing 
the draft report at the time our review was completed. 

A block grant is a mechanism for delivering funds. It can be 
designed in a variety of ways, and the choice of design can exert 
a great influence over the housing programs of the recipient States 
or localities. This point is illustrated by the various housing 
block grant proposals of the past few years, all of which have been 
different-- some quite substantially. The major policy issues con- 
cerning the design of a housing assistance block grant program are 
discussed in chapter 5. In chapter 6 we discuss specific govern- 
mental roles in planning, implementing, and evaluating activities 
under a housing assistance block grant program. 

Our previous reports have found that consolidating closely 
related categorical programs into broader purpose grants could 
improve program efficiency and effectiveness. Frequently, local 
officials must combine separate categorical programs to effec- 
tively deliver services, but face obstacles due to the separate 
constraints and inconsistent requirements of each grant program. 
Consolidation can eliminate duplication and overlap and reduce 
administrative costs. 

OBJECTIVES, SCOPE, AND METHODOLOGY 

Our objectives in this review were to provide the Congress 
with an empirical data base for its deliberations on alternative 
housing strategies and to take a comprehensive look at all CDBG 
housing activities--what was done, who has benefited, and at what 
cost. We also wanted to obtain the views of city and county hous- 
ing officials toward block grants 3s a mechanism for providing 
housing assistance to low- and moderate-income families. 

Our work consisted mainly of reviewing housing activities at 
four case study cities and compiling and analyzing responses to 
two detailed questionnaires. We sent either of two questionnaires 
to chief executive officers at 664 cities and counties entitled to 
receive CDBG funding. These cities and counties represented the 
entire universe of CDBG entitlement communities <at the time of our 
review, except for the four case study cities--Dallas, Texas: 
Pittsburgh, Pennsylvania: Seattle, Washington; and St. Louis, 
Missouri. We requested that the questionnaires be answered by the 
local housing officials responsible for administering housing acti- 
vities under the CDBG program. We did not send questionnaires to 
State or regional officials. We also did not send questionnaires 
to local officials of communities receiving CDBG funding under the 
Small Cities Program; that is, communities with populations below 
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50,000. Appendix II describes the methodology we used in 
selecting the sample groups and in developing the two question- 
naires. 

The first questionnaire was designed to obtain local housing 
officials' attitudes toward the concept of a housing block grant 
program. This questionnaire was sent to officials at 133 cities 
and counties in October 1981. Four questionnaires, however, were 
either nondeliverable or sent to locations that have elected not 
to participate in the CDBG program. We received and analyzed 
questionnaire responses from local officials at 100 cities and 
counties, or 78 percent of the sample group eligible to complete 
the questionnaire. All responses were received by the end of 
February 1982. 

About 84 percent of the responses to the attitudinal ques- 
tionnaire reflect the views and opinions of local CDBG housing 
officials, and about 16 percent are those of locally elected offi- 
cials, such as mayors, city managers, and city planners. CDBG 
housing officials may be guided and motivated by objective program 
considerations, but CDBG program decisions may be made by locally 
elected officials based, in part, on political influences. Conse- 
quently, the views of others on the future of a housing block grant 
program would also be important. 

The second questionnaire was designed to characterize the 
housing activities of entitlement cities and counties receiving 
CDBG funds. Four versions of this questionnaire were created to 
reduce respondent workload. Each version was identical except for 
one important difference: detailed cost and benefit information 
was requested for a sample of housing activity and finance method 
combinations. We called these combinations housing interventions. 
Each questionnaire version was sent, in November 1981, to a sample 
group of local officials at 133 cities and counties, except one 
version was sent to officials at 132 locations. Overall, we 
received and analyzed questionnaire responses from local officials 
at 424 cities and counties, or 82 percent of the four sample groups 
eligible to complete the questionnaire. The response rate for each 
of the four sample groups was 82, 82, 82, and 81 percent. All 
responses were received by the end of March 1982. 

We recognize that while some CDBG housing activities are 
similar to those under the Federal housing assistance programs, 
other activities are substantially different. Fcr example, reha- 
bilitation and new construction activities, especially those for 
rental housing, are generally more extensive and complex under the 
housing assistance programs than under the CDBG program. Therefore, 
caution is urged in using CDBG housing activities to project what 
would happen under a housing block grant program. 
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The responses to our questionnaire on local attitudes and 
our questionnaire on local experiences under the CDBG program are 
summarized in a supplement to this report--(GAO/RCED-83-2lA). L/ 
Responses to questions are shown in aggregate. 

Based on our preliminary work on CDBG housing activities, we 
decided to collect data on housing activity and finance method com- 
binations (referred to in this report as housing interventions) 
rather than housing programs. We believe that this approach will 
provide a better understanding of the CDBG housing activities 
taking place, how they are financed, the individuals benefiting, 
and their cost. Therefore, a housing program that provides loans 
and grants would be considered as having two housing interventions, 
and if both renters and owner-occupants were eligible, the program 
would have four interventions. 

Although each of our questionnaires was administered with a 
statistical sample and response rates for all forms were roughly 
80 percent, certain items had lower response rates. Therefore, 
we interpret each set of responses separately and provide caveats 
where information was too sketchy to be generalizable to the uni- 
verse of entitlement communities. Consequently, we believe that 
our findings regarding communities performing certain activities 
are descriptive of entitlement communities operating similar 
housing activities. While we did not systematically verify the 
responses, follow-up inquiries were made to clarify some 
information. 

As mentioned, we also reviewed activities under the CDBG 
program in four case study cities. We did not select these 
cities statistically and, therefore, make no claim that their 
housing activities are representative of the universe of CDBG 
entitlement communities. Our selection was designed to include 
a geographical distribution and a variety of housing activities. 
Our approach at each location was to review CDBG housing activ- 
ities during the first 6 program years (January 1975 to June 
1981), using similar data collection procedures. The results 
of our detailed review at three cities--Dallas, Pittsburgh, and 
Seattle --have already been issued as separate case studies. 2/ 
The data contained in the case studies is summarized where 
appropriate in this report. 

L/The supplement is available on request. Requests for copies 
should be sent to the U.S. General Accounting Office, Document 
Handling and Information Services Facility, P.O. Box 6015, 
Gaithersburg, Maryland 20760. 

Z/"Aousing Block Grant Activity in Pittsburgh: A Case Study" 
(CED-82-52, Mar. 24, 1982): "Housing Block Grant Activity 
in Seattle: A Case Study" (CED-82-60, Mar. 30, 1982); and 
"Housing Block Grant Activity in Dallas: A Case Study" 
(GAO/CED-82-75, Apr. 30, 1982). 
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We reviewed the CDBG program's legislative history: HTJD 
regulations, handbooks, and notices: and other HUD documents and 
analyses. We also considered reviews by HUD's Office of the 
Inspector General, HUD internal work or HUD-sponsored studies by 
outside contractors, and work done independently by groups with 
various viewpoints. Appendix III is a bibliography of some of the 
more important documents pertaining to the housing block grant 
issue and the CDBG program. 

We also interviewed most of the office directors and many 
other staff members involved with CDBG under HUD's Assistant 
Secretary for Community Planning and Development. We met with HUD 
area office and local government officials in Dallas, Pittsburgh, 
Seattle, and St. Louis. We also met with representatives of 
independent evaluation groups interested in the CDBG program and 
with representatives of various private interest groups. 

The review was made in accordance with generally accepted 
government auditing standards. A draft of this report was reviewed 
by Dr. Robert Yin of The Case Study Institute, Washington, D.C., 
for appropriateness of methodology and format. We also received 
helpful comments from representatives from the staffs of the 
Advisory Commission on Intergovernmental Relations, Congressional 
Research Service, National Association of Counties, National 
League of Cities, and U.S. Conference of Mayors. 

The report's findings and conclusions may not apply to other 
Federal block grant programs, such as those recently created by the 
Omnibus Reconciliation Act of 1981. JJnlike many of the newer block 
grant programs, CDBG has had relatively more crosscutting require- 
ments and somewhat greater Federal involvement in local government 
administration of the program. Finally, it is important to reem- 
phasize that the information contained in this report was primarily 
based on experiences and attitudes of officials in the CDBG program. 
They provide an indication-- but not definite proof--of what might 
happen under a housing block grant. 
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CHAPTER 2 

OVERVIEW OF CDBG HOUSING EXPERIENCES AND 

ATTITUDES TOWARD TAE HOUSING BLOCK GRANT CONCEPT 

IJnder a housing block grant program, local governments will 
play a much greater role than under existing categorical programs. 
In fact, the essence of the concept is that local officials will 
set their own priorities, choose their own strategies, and deter- 
mine specific projects and undertakings with minimal Federal par- 
ticipation. Because these local governments will be crucial to 
the success of a block grant, we surveyed local housing officials 
to (1) characterize their experiences in providing housing assist- 
ance under the CDBG program, the only Federal block grant program 
currently designed to provide significant housing assistance and 
(2) determine their attitudes toward a housing block grant program. 

The CDBG program provides flexibility to local governments in 
planning and implementing specific housing programs and activities 
to meet their communities' needs. Thus, their experiences under the 
CDBG program provide one indication of types of housing activities, 
finance methods, costs, and beneficiaries that can be expected 
under a comprehensive housing block grant program. Chapters 3 and 
4 discuss what local governments have done under the CDBG program. 
Our analysis of questionnaire responses from 424 local officials 
and our detailed review at 4 major CDBG entitlement communities 
indicate that under the CDBG program most communities have: 

--Financed a wide range of housing activities. The emphasis, 
however, has been on helping homeowners, not renters. 

--Used less innovative financing methods, such as grants. 

--Attracted few private funds to supplement CDBG funds. 

--Assisted mainly low- and moderate-income households. 
However, demographics on income and household types was 
limited. 

--Expended about 15 percent of CDBG housing funds for 
administrative expenses. 

Chapters 5 and 6 of this report discuss local housing offi- 
cials' views on whether a block grant is desired and, if so, what 
it should look like. Our analysis of questionnaire responses from 
100 local housing officials indicates that the extent of Federal 
funding dictates the level of local support for a block grant. 
These officials mainly support the block grant concept if funds for 
housing increase. Support for the concept decreases significantly 
if funds are assumed to decrease. Regarding the design and imple- 
mentation of a housing block grant program, we found that the 
majority of local officials believe that: 
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--Most existing Federal housing programs should be consoli- 
dated into a block grant. The officials also indicated, 
however, that it would be very important to include 
rehabilitation and other specific activities. 

--Housing assistance to low- and moderate-income families 
living in substandard housing should be the primary goal. 
Further, almost all the local officials agreed that 
block grant assistance should be targeted to low-income 
households and households living in substandard housing. 

--A long-term, all purpose block grant program would be the 
most beneficial in providing the necessary housing assist- 
ance for their communities to achieve their housing 
objectives and goals. 

--Local governments should have the major role in planning, 
implementing, and evaluating block grant activities. The 
officials further believed that the Federal Government 
should have a fairly strong role in evaluating block grant 
performance based on specific criteria, but with limited 
sanctions for noncompliance. The officials believed that 
there should be little involvement by State governments or 
regional groups. 

The attitudes of local housing officials and the experiences 
of communities in providing housing assistance, as expressed above, 
apply to evaluating not only the housing block grant concept, but 
to other related program initiatives. For example, several initia- 
tives are being made to replace existing subsidized rental housing 
production programs with voucher/certificate payments and/or rental 
rehabilitation and construction grants to State and local govern- 
ments. Generally, these new program initiatives stress some form 
block grant. 

LOCAL EXPERIENCES IN PROVIDING HOUSING 
ASSISTANCE UNDER THE CDBG PROGRAM 

Local experiences in providing housing assistance under the 
CDBG program should be of considerable value in any policy debate 
that concerns increasing local discretion and flexibility over the 
use of Federal funds for housing. The CDBG program provides flexi- 
bility to local governments in planning and implementing specific 
housing programs and activities. Many new program initiatives 
would either expand the CDBG program or establish new block grant 
programs to replace the categorically assisted Federal housing 
programs. Thus, local experiences under the CDBG program provide 
one indication of the types of housing activities, finance methods, 
costs, and beneficiaries that can be expected under these new 
program initiatives. Table 1 on page 12 shows the CDBG funded 
activities and the finance methods used by communities. 
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TABLE 1 

CI)BG ,FlJNDED ACTIVITiES AND FINANCE METHODS USED (note a) 

Finance Methods 

258 217 130 210 148 67 190 58 3 138 2 62 22 

Ihlalion III ,"~u~I,Ir-cl\lll~.il 
lamll) rental hrluwlg 9 47 16 75 44 5 15 19 3 52 6 20 9 

lhld11011 01 I"XC\llll -L1\1 IlCd 8 37 18 69 54 4 17 19 4 47 4 14 13 

167 

i8 2 - 

1 - 

0 

3 - 

1 
-4-f-F 
4% 

0 21 51 2 

1 - 

0 

0 5 119146 

1 19 29 

+t 1 13 24 

0 

3 5 

1 81101 31 111 101 01 41 31 01 31 1 I 8f 51 

IlOt 21 6t 51 11 51 31 01 61 11 31 21 

I 129 68 30 49 30 10 41 8 1 24 1 25 8 

15 5 II 81 4 10 5 1 5 2 
T 

26 

+ 156 54 46 50 26 16 38 4 1 15 2 19 4 

I 26 992733011 

d For each housing activity &ted, the table shows the number of local officiale indicating the activity was funded under 
CDBG and the frequency of occunence of each fmance method used with the activity as reported by 424 respondents. 
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Communities emphasize homeovlrner assistance, 
but renters had the greater need for assistance 

Communities have concentrated on helping homeowners even 
though they reported that renters have a greater need for assist- 
ance. Data provided by over 80 percent of the communities indi- 
cated that more renter households needed assistance and that more 
rental units needed rehabilitation. Even though the rental problem 
lnras substantially greater, communities reported that CDBG funding 
assisted more otiner housing units. 

Local officials responding to our survey reported that renter 
households have a much greater need for assistance than homeowners. 
About 3.9 million renter households and 1.2 million owner house- 
holds Mere reported in need of housing assistance. Thus, 225 
percent more renter households needed housing assistance. 

Liketiise, local officials reported that substantially more 
rental units need rehabilitation than otiner-occupied units. About 
1.7 million renter housing units and 1.3 million owner housing units 
were reported in substandard condition suitable for rehabilitation. 
Thus, 31 percent more rental units needed rehabilitation. 

When compared to need, however, significantly more odner- 
occupied units Mere assisted under the CDBG program than rental 
units. The officials reported that CDBG funding assisted 232,673 
otiner-occupied units but only 181,338 rental units. Thus, 28 per- 
cent more owner-occupied units Mere assisted. In fact, over 40 
percent of the local officials reported that they have not used 
CDBG for rental rehabilitation. This figure is increased to 50 
percent if public housing rehabilitation is excluded. 

HUD officials told us that Mhen the CDBG program began 
communities initially emphasized homeotiner assistance because their 
major housing experience had been under the section 312 program 
lnrhich is a homeowner program. Communities expected to provide 
rental assistance through other Federal programs, particularly the 
section 8 program. While the section 8 and public housing programs 
do provide for rental rehabilitation, most of the funding is for 
assistance to existing housing and neti construction activities. 
These activities cannot effectively address the rental rehabili- 
tation needs identified by local officials. According to the HUD 
officials, homeowner assistance may be more politically acceptable 
to locally elected officials making CDBG program decisions. They 
said that recent HUD initiatives have tended to encourage communi- 
ties to shift their emphasis to rental assistance. 

Communities emphasize rehabilitiation actitivies, 
but limited construction activities Here financed 

Local officials reported that a wide variety of housing 
activities have been financed under the CDBG program. Table 2 on 
page 15 summarizes the housing activities financed by communities 
under the CDBG program. 

s 
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TAB - 

CHARACTERISITICS OF HOUSING ACTIV : 

Type of housing 
activity 

Rehabilitation 

Single-family, owner- 
occupied (l-4 units) 

Investor-owned, single 
and multifamily 
rental housing 

Local housing authority 
multifamily housinq 

Conversion of units to 
facilitate access by 
the elderly or handi- 
capped 

Emergency repairs 

New construction 

Local housing authority 
units 

Single-family housing 
for owner-occupants 

Investor-owned, multi- 
family units 

Nonprofit groups-- 
multifamily 

Construction-related 

Site acquisition and 
clearance 

Demolition 

Yational sample (note a) 

Percent of sample Most frequently Average allocations 1 
communities having reported finance for activity per 

this activity method (note c) community (note d) 

(thousands) ' 

98 Full grants $440.5 

50 Full loans 322.9 

23 Full grants 144.6 

10 Full grants 114.3 
54 Full grants 248.5 

7 Partial qrants 

10 Partial grants 

6 Partial grants 

7 Partial qrants 

46 Full grants 562.0 
33 Full grants 190.3 

Acquisition and ownership 

Rehabilitation and resale 
of single family housinq 24 

Rehabilitation and resale 
of multifamily housing a 

Purchase of multifamily 
housing for local 
housing authority 3 

Purchase and resale of 
single family unit 
to owner-occuoants 10 

Conversion of rental 
units for tenant 
ownership 4 

Energy conservation (note f) 

Single family-- 
weatherization 

Multifamily-- 
weatherization 

45 

12 

Partial qrants 

Partial qrants 

Full and partial 
grants 

Full loans 229.6 

Partial loans 

Full qrants 234.8 

Full grants 196.7 

302.6 

d 

P/ 

a/Information is based on responses from 424 cities and counties that - 
used CDBG funds for housinq. 

b/The sample characterisitcs are based on data reported by a sample of 
communities reporting the activity. The values shown only represent 
the amounts reported by the community and do not reflect totals for 
the housing activity. 

c/Most frequent finance method checked in the overall matrix of housing 
activities. This does not take into account combinations of finance 
methods. 





LE 2 

XTIES FUNDED UNDER THE CDBG PROGRAM 

Characteristics of a sample of communities (note b) 

CllBG as a Average total Percent of 
percent of number of units Average amount assistance to 

total assisted per of assistance Low- and moderate- Minority 
allocations community (note e) Pet loan Per grant income households households 

40 88.6 309 $ 9,904 $ 6,205 97 

37,913 10,355 94 51 

14,000 35,675 100 47 

75 

230 

73.3 

79.7 

75.6 60 10,819 7,442 100 48 
95.7 171 6,069 l‘f82 99 34 

go+3 234 138,050 60,646 100 37 
96.7 169 10,000 6,386 80 55 

86.0 

9/ 

d 

56.8 

17 17,000 12,175 

a/ II/ d 

41 41 9 

9 13,675 9,250 

d s/ 3/ 

94 

100 

16 

93 

85.7 191 9,846 3,714 

87.1 60 8,412 2,126 

d/Average total funds allocated in the last program year based on a - 
sample of the local officials reporting this activity. The average 
funds only represent those funds identified for the interventions 
sampled and do not reflect totals allocated for the activity. 

e/Average number of units assisted per community over the entire CDBG 
program based on a sample of local officials reporting the activity. 

f/Weatherization activities were. in some cases, part of rehabilitation - 
programs. The data reported was not adjusted for any duplication. 

q/Data received not sufficient to analyze. 
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Rehabilitation activities were the major means of providing 
housing assistance. Over 98 percent of the local officials 
responding to our survey reported rehabilitating owner-occupied, 
single-family housing units. Almost 60 percent reported rehabili- 
tating either investor-owned, single and multifamily rental housing 
units and/or public housing rental units. Except for Dallas, all 
the case study locations did both rental housing rehabilitation 
activities. Dallas did not finance either investor-owned, single 
or multifamily rental housing rehabilitation. Except for St. 
Louis, all the case study locations showed a strong preference 
for homeowner rehabilitation. 

CDBG program regulations prohibits communities from financing 
new construction activities, unless such funding is provided for 
"last resort housing" or for certain activities permitted by non- 
profit groups. Considering these limitations, however, a signi- 
ficant number of communities reported financing construction 
and construction-related activities. In fact, 10 percent provided 
financing for construction of single-family housing for owner-occu- 
pants, 7 percent for construction of multifamily rental housing by 
nonprofit groups, 7 percent for construction of multifamily housing 
for local housing authority management, and 6 percent for construc- 
tion of investor-owned rental housing. In addition, 46 percent pro- 
vided financing for site acquisition and clearance for construction 
of housing and 33 percent provided financing for demolition for 
construction of housing. 

Communities used less innovative 
financing methods 

Most local officials reported that their housing activities 
were most often combined with grants and loans. Potentially less 
costly financing mechanisms such as interest subsidy payments 
and loan guarantees were identified to a lesser extent. We made 
no attempt to correlate the use of these methods with actual 
spending. Table 3 on page 18 shows the number of communities using 
different financing mechanisms. 

Table 3 shows that financing methods which required CDBG 
funds to finance the entire costs --full grants and full loans-- 
were two of the three financing methods reported most frequently. 
More complex methods, such as interest subsidies and loan guaran- 
tees, which have a greater short term impact in providing housing 
assistance were reported less frequently. To use these methods, 
local governments would need to obtain funding from private 
sources which would require the availability of private funds 
and the ability of local officials to understand complex financing 
mechanisms. Although many communities have this capacity, other 
communities identified coordinating financing techniques and 
availability of private financing as major barriers to effective 
program implementation. 
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Table 3 

Types of Financing With CDBG Funds 

Financing methods 

Communities using 
financing methods 

(note a) 

Full grants 344 81.1 
Partial grants 280 66.0 
Full loans 226 53.3 
Deferred loans 202 47.6 
Partial loans 172 40.6 
Conditional grants 165 38.9 
Interest subsidy payments 149 35.1 
Forgivable loans 79 18.6 
Loan guarantees 72 17.0 
Equity participation loans 13 3.1 

Percent 

a/Total number of respondents was 424. - 

Grant financing is the most expensive financing method. 
Once given, the funds are gone forever. Also, the beneficiary has 
little incentive to control costs. In contrast, full loans will 
eventually be recovered. Also, they provide greater cost control 
because the beneficiary will want to contain the cost of repaying 
the loan. Nevertheless, full loans commit substantial funds for 
extensive periods of time and reduce the impact of CDBG funding. 
For example, we estimated that Pittsburgh could have rehabilitated 
65 percent more units in the same time period using interest sub- 
sidy payments instead of full loans. Interest subsidy payments 
require significantly less funds than full loans since CDBG funds 
are being used only to reduce loan interest costs. 

Likewise, loan guarantees may or may not commit any funds. 
By guaranteeing a loan a community spends funds only if the 
borrower defaults. However, we noted that some lenders required 
communities to set aside a fund reserve for potential losses. 

Few private funds were 
leveraged with CDBG funds 

Most of the major CDBG-financed housing interventions lever- 
aged less than 10 percent of the CDBG funds. That is, for every 
$9 CDBG spent only about $1 was contributed by other than Federal 
sources. The primary non-Federal source was private funds. 
Investor-owned rental rehabilitation was an exception since it 
leveraged about $2 for every $8 of CDBG funds. Also, two of our 
four case study locations significantly leveraged their CDBG funds. 

One of the supposed strengths of the block grant program is 
local communities' ability to use block grant funds as "seed money" 
to attract other sources of funds. This is called leveraging. 
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Therefore, we asked communities to identify sources of funds used 
with CDBG funds. 

As shown in table 4 on page 20, the least leveraged housing 
activity, considering all funding sources, was emergency repairs. 
CDBG contributed 96 percent of the funding. However, if leveraging 
was calculated only for non-Federal funding sources, the rehabili- 
tation/modernization of local housing authority multifamily housing 
was the least leveraged. Federal funding constituted over 99 per- 
cent of the total funding. Most likely, communities were using 
HUD's public housing modernization program with CDBG to rehabilitate 
low-income public housing. 

The only major housing activity (funding over $10 million) 
which had any significant leveraging was rehabilitation of investor- 
owned rental housing-- over 20 percent of the financing came from 
non-Federal sources-- primarily private funds. Even then, our 
analysis of the 95 housing interventions involving this activity 
showed that 53 rental rehabilitation interventions (56 percent) 
were totally funded by CDBG. The remaining 42 rental interventions 
had CDBG funding of between 5 and 98 percent, with the median CDBG 
funding participation of 33 percent. Private funds constituted the 
major non-Federal funding source for investor-owned rental reha- 
bilitation. Thirty-three of the 42 interventions (79 percent) had 
some private financing with a median share of 67 percent of the 
total rehabilitation costs. 

In contrast to the questionnaire respondents, two of our four 
case study locations were using substantial leveraging. One city 
was leveraging its owner-occupied rehabilitation activities while 
the other was leveraging owner-occupied and rental rehabilitation 
activities as well as new construction. 

Pittsburgh's CDBG funded, owner-occupied rehabilitation pro- 
grams affected 10,194 housing units. Rehabilitation activities 
ranged from painting to major renovation. The total cost was $56.3 
million of which $30.7 million was CDBG. The remaining $25.6 
million came from locally issued tax-exempt revenue bonds. 

Another case study location--St. Louis--had significant 
leveraging for a number of its CDBG-financed housing activities as 
shown in table 5 on page 21. According to St. Louis housing offi- 
cials, they seek projects "leveraging at least $6 for each $1 of 
CDBG funds." Although they do not often achieve this ratio, 
leveraging was relatively substantial. 
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~ngLRvelsa~Sarrces for C!ammitiesPrrnriding 
DetailedIhtaon(DE-m Housing Activities k&e a) 

l?unaw levels 
l!lurbr of Average 

-ities Toid per 
Housingactivity providinqdata rwrted camumity 

--((thousands)-- 

FCeMbilitaticn of wrier- 
occqied single-fimily 
lmusirmg (14 mits) 

Fhzhbilitation of inves- 
tor-owned rentaltiusing 

Rehbilitaticn or moderni- 
zation of local kwsirq 
autfiority multihmily 
housing 

Site acquisition and 
clearance Ear cmldruc- 
ticTlofhlsing 

kwliticn for construc- 
tion of busing 

Acquisition, rhbilita- 
ticn-~,and resale of 
single-fkmily housing 

Purchaseati resale of 
single-hnily housing 
to awner-cccupants 

Convsrsicn of rental 
units to hcilitate 
access by the elderly 
orkandicapped 

Weatherizaticxl of single- 
fimily?-0usirq 

Wmtherizatim of multi- 
timily l-cwsing 

Energelrsy repairs 

214 $94,262 

61 19,698 

16 2,314 144.6 79.7 19.7 

40 

20 

22 6,658 302.6 86.0 1.5 

9 2,066 229.6 56.8 6.9 

13 

36 

u 
51 

22,480 

3,806 

1,486 114.3 75.6 2.9 

8,451 234.8 85.7 

87.1 
95.7 

5.6 

2,164 196.7 
12,675 240.5 

6.4 
2.4 

$440.5 88.6 2.2 1.8 0.7 5.8 

322.9 73.3 3.9 1.5 0.1 19.8 

562.0 

190.3 

90.3 

96.7 

5.8 

0.0 

0.0 

1.9 

3.3 

1.5 

0.0 

0.0 

3.9 

1.4 
1.2 

0.7 0.0 

0.8 0.0 

0.0 0.0 

1.6 3.3 

0.0 21.3 

0.0 21.4 

3.5 0.0 

0.0 5.0 
0.1 0.6 

Fundingeources(noteb) 

other State T..CCal 
CDEG Federal (notec) (notee) Private ---- 

- --(per-t) ------ 

&/The above tiracterisitics are kased on data rewrted by a stimple of mrmunities reprting the activity. 
Tk values SIDXI only represent the amunts rvrted by the -unities and do I-& reflect totals for the 
l-rousing activity. 

b/May rcktotalto100 percent due to rounding. 
$/Includes tax-exe revenue bonds. - 



Table 5 

Leveraainu Private Funds in St. Louis 

Housing activity 

Rehabilitation, owner- 
occupied single-family 
housing 

Rehabilitation, investor- 
owned multifamily units 

New construction, single- 
family "for sale" housing 

Acquisition, rehabilitation, 
and resale existing single- 
family housing 

New construction of privately 
owned multifamily housing 

Private funds generated 
For each 

Total For each Federal 
funding CDBG dollar dollar 

(millions) 

$ 2.4 $2.55 $2.55 

54.3 1.60 0.35 

3.3 4.56 2.06 

14.1 6.29 

0.86 

6.29 

76.0 0.09 

Limited data indicates that assistance was 
targeted mainly to lower income households 

Effective targeting enhances the impact of housing interven- 
tions by directing programs to those in greatest need. Several 
local officials did not report how many housing units were assis- 
ted nor the types of households occupying the assisted housing 
unit. Local officials providing us with detailed data, however, 
reported that CDBG housing interventions were heavily targeted by 
household income and property location, thus, providing assistance 
to low- and moderate-income households residing in blighted areas. 

Officials reported that about 414,000 total housing units 
were assisted under the CDBG program since its inception. However, 
14 percent of the officials could not provide data on the total 
number of owner-occupied units assisted and 18 percent could not 
provide similar data on total rental units assisted. In addition, 
they did not identify the household size (elderly, small, or large) 
for about 108,000 of the 414,000 assisted units (26 percent). 

The officials did not provide us with data on income or race 
for a substantial number of units assisted in the last program 
year--20 and 22 percent, respectively. The problem was most 
noticeable in the investor-owned rental rehabilitation activity 
where about 50 percent of the households assisted could not be 
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identified by income and 37 percent by race. Similar results 
were noted in our case study reviews. For example, Pittsburgh 
financed the rehabilitation of 800 rental units but did not have 
demographics on tenants occupying the units. 

Most housing assistance provided under the CDBG program is 
to principally benefit low- and moderate-income persons. HUD 
regulations require communities to maintain in their files the 
documentation they use to determine that CDBG activities benefit 
lower income persons. For direct benefit activities, such as 
housing rehabilitation, the documentation would likely be the 
financial information, if any, collected on the beneficiary appli- 
cations. HUD also requires communities to submit an annual per- 
formance report showing, among other things, the percentage of 
each activity's low-income and moderate-income beneficiaries. We 
recently reported that the benefit information cities reported to 
HUD often did not accurately reflect the extent that lower income 
persons benefit from the CDBG program. 1/ We reviewed 49 selected 
activities in 9 CDBG entitlement cities-and found that grantees 
used inconsistent methods of identifying and reporting lower 
income beneficiaries and HUD's weak oversight did not identify 
problems in grantees' programs or verify performance information. 

Although communities are not required to maintain household 
data as specific as we requested in the questionnaire, this data 
would be vital to communities in assessing their housing needs and 
performance. To determine if this data was available, we contacted 
10 local officials to determine the reasons for not providing data 
on who benefits. Six officials stated that the data was not 
readily available and review of each file would be required to 
obtain the data. Four officials stated that the information was 
not in the form we had requested. 

Local officials providing us with detailed data on their hous- 
ing interventions, reported that 25,853 housing units were assisted 
during the last funding year. Household income data provided on 
20,873 (81 percent) of these units showed that 20,274 units (97 
percent) assisted low- and moderate-income households and 599 units 
(3 percent) assisted middle- and upper-income households. The only 

housing activity with a relatively high percent of units assisting 
middle- and upper-income households was acquisition, rehabilitation, 
and resale of single-family housing (46 percent). Even if all the 
assisted units where household income data was not provided (4,980 
units) were assumed to benefit middle- and upper-income households, 
then 78 percent of the total reported assisted units would still 
have assisted low- and moderate-income households. 

Communities also reported that 60 percent of the households 
assisted were white. Yon-whites were better represented in the 

- I - - -  

l/"HUD Needs To Better Determine Extent of Community Block Grants' - 
Lower Income Benefits" (GAO/RCED-83-15, Nov. 3, 1982). 
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rental interventions, vlrhile whites received a greater share of 
homeowner assistance. For example, 84 percent of the homeotiners 
receiving assistance to tieatherize their homes dere white, while 
93 percent of the renters assisted were non-whites. 

When asked if the community targeted housing interventions 
by neighborhoods, substandard housing conditions, or household 
incomes, an overtihelming number of officials stated that they 
used at least one of the targeting criteria and many used more 
than one. For example, about 75 percent of communities providing 
data on owner-occupied rehabilitation interventions reported that 
they used HUD's section 8 income criteria for determining program 
eligibility. Section 8 income limits are 80 percent of the area's 
median income adjusted for family size. In addition, 70 percent 
of the respondents stated that they -Mere targeting housing inter- 
ventions by specific area. Thus, according to respondents, areas 
needing significant rehabilitation assistance, such as blighted 
areas, were given special attention. 

Many communities indicated that 
specific data was not available 

A substantial number of communities indicated that specific 
data was not available relating to their community's housing con- 
ditions and needs, as well as to the extent of CDBG assistance 
provided. As previously noted many communities also did not pro- 
vide information on tenant demographics. Such data is important 
in determining how efficient and effective a community's housing 
interventions are and what housing and tenant needs still remain 
to be done. In the future such data may be even more important to 
communities because HUD recently proposed eliminating some of its 
present performance reviews. 

When asked about the number of owner and renter housing 
units in need of rehabilitation, 17 percent of the local officials 
stated that data was not available. Further, 11 percent did not 
provide data on the number of owner and renter households in need 
of housing assistance. More surprising was that 14 percent of the 
officials did not provide data on the number of owner housing 
units assisted and 18 percent on the number of renter housing units 
assisted under the CDBG program. In providing detailed data on 
recipients vJho received home improvement assistance, local offi- 
cials did not identify recipients by income group in over 35 per- 
cent of the interventions and they did not identify household type 
in 29 percent of the interventions. In providing detailed data 
about tenants occupying CDBG-assisted rental units, over one-half 
of the communities did not provide data on units assisted, tenants' 
income, or race. 

On October 4, 1982, HUD published proposed interim rules to 
amend the CDBG regulations to reflect recent legislative changes 
to the program. In restructuring the approach used to determine 
compliance tiith the primary CDBG objectives, HUD will no longer 
conduct any review of the grantee's overall program tiith respect 

23 



to benefit to low- and moderate-income groups, but will rely on 
certifications made by the grantee. In the past, HUD reviewed 
each entitlement community's application to determine the extent 
the program as a whole would benefit low- and moderate-income 
persons. 

Administrative costs 

Overhead expenditures are expected in any government program. 
The CDBG program is no exception. L/ Because of the inherent 
flexibility of the CDBG program, overhead expenditures associated 
with administering and planning the program will vary from locality 
to locality and program to program. To strike a balance between 
administrative flexibility and statutory constraint, HUD has 
allowed liberal interpretation of administrative costs, requiring, 
until recently, only that such costs be "reasonable." 

During the first several years, the CDBG program acquired a 
reputation for high administrative costs. In fact, a Brookings 
Institute study reported administrative costs up to 44 percent of 
second year program allocations. 2/ 

Our survey showed that the percent of CDBG housing funds used 
for administrative costs ranged from an average 9 percent during 
the first year to 18 percent in the fifth and seventh years. Table 
6 shows the percent of administrative costs by year. 

Table 6 

Administrative Costs as a Percent 
of Total Housing Costs 

CDBG program years 

1 2 - - 3 4 5 6 7 - - - - - 

Average percent of 
CDBG housing funds 
used for admini- 
strative costs 9 13 12 15 18 16 18 

Since 1978 the Congress has placed a 20-percent cap on a 
community's administrative expenditures for any given CDBG program 
year. A congressional staff investigation found a lack of 

l/HUD considers overhead costs to include administrative costs for - 
planning and executing community development and housing assist- 
ance activities funded entirely, or in part, by the CDBG program. 

Z/Decentralizing Community Development" (Washington, D.C.: HUD, 
June 1978). 



uniformity among entitlement cities' interpretations of 
administrative costs and unusually high costs in some jurisdic- 
tions. HUD was reluctant to institute a cost ceiling because it 
felt that an appropriate figure could not be found that would con- 
sider the varying needs and abilities of each grantee. Neverthe- 
less, the Congress strengthened the limitation by incorporating 
a 20-percent ceiling on grantee expenditures for planning and 
administrative costs for each year's grant into HUD's appropria- 
tions acts since fiscal year 1979. This limitation affected most 
cities in their fifth program year. 

While administrative costs generally fall below the 20-percent 
cap I some communities provide little direct benefit assistance 
relative to total CDBG housing costs. Direct assistance is defined 
as those activities which provide physical or financial assistance 
to individual households or housing units. 

Table 7 shows some examples from our case studies. Dallas and 
Seattle CDBG housing funds went predominately to administrative and 
indirect costs. We could not extract the indirect category from 
our questionnaires. 

Table 7 

Percent of Total Housing Funds Being Spent or 
Obligated for Administrative and Indirect Costs (note a) 

Case study 
location 

Indirect 
Direct assistance 

assistance (note b) Administrative 

- - - - - - - - (percent) - - - - - - - - - - 

Dallas 37.3 41.0 21.7 
Pittsburgh 77.8 6.0 16.2 
Seattle 52.8 9.9 37.3 

a/This data covers each city's multiyear participation in CDBG. 
b/Includes assistance such as counseling, housing studies, and 

code enforcement. 

A Seattle housing official told us that the high indirect and 
administrative costs were due to (1) the city's block grant housing 
programs needed careful management because of the complexity of the 
programs and (2) block grant administrative funding was used so 
that more direct assistance could be provided to beneficiaries of 
other city housing programs. 

Dallas housing officials told us that their substantial admin- 
istrative and indirect costs were due to the city providing exten- 
sive services which private lenders would not render to their cus- 
tomers. To illustrate, they stated that a commercial lender would 
not make home repair estimates, award home repair contracts, or 
conduct inspections during construction. The borrower would be 
responsible for coordinating all these tasks. The city's housing 
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department, on the other hand, performs all this work for the home- 
owner. They inspect the applicant's home, list the work needed, 
bring the house up to minimum city standards, make cost estimates, 
request sealed bid proposals from local contractors, and administer 
the construction contract. According to the city, it cost an aver- 
age of $1,042 to process a grant from application to work comple- 
tion. In contrast, the average grant was $3,646. Thus, for every 
$100 of direct assistance, $29 had to be spent for administrative 
functions (for all loans and grants it was $21). The program's 
administrative costs were mostly for personnel costs (84 percent). 

FEDERAL FUNDING DICTATES THE LEVEL 
OF LOCAL SUPPORT FOR BLOCK GRANTS 

Whether Federal funds for housing increase, decrease, or 
remain the same strongly influences the level of support by local 
housing officials for a block grant program. As shown in Table 8 
on page 27, local support for a housing block grant 

--is the strongest when the officials assume Federal funds 
would increase, 

--begins to erode when the officials assume Federal funds 
would remain the same, and 

--markedly deteriorates when the officials assume Federal 
funds would decrease. 

The last point is perhaps the most significant. While Federal 
funds for housing have historically increased, the current admini- 
stration is generally proposing to reduce Federal subsidies. This 
may have affected the local officials' responses. 

f 
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Table 8 

Extent Local Housing Officials Would Prefer a Housing 
Block Grant Program Under Different Funding Levels 

Level of preference 

Level of Federal funding 

Funds Funds remain Funds 
increase the same decrease 

----M---w (number of responses)-------- 

Not at all prefer 4 15 

Prefer: 
Somewhat 7 21 
Moderately 15 a/24 - 
Greatly a/31 16 - 
Very greatly 38 19 - - 

Total prefer 91 80 

Missing responses or 
no basis to judge 5 5 

Total responses 100 100 Z 
a/The median response was in this group. 

LOCAL HOUSING OFFICIALS' VIEWS ON WHAT 
'A HOUSING BLOCK GRANT SHOULD LOOK LIKE 

a/48 - 

12 
3 

11 
19 

45 

7 

100 = 

Major policy issues exist regarding the design and implemen- 
tation of a housing block grant program. We asked local housing 
officials for their views on the major design issues and on the 
specific governmental roles in administering a housing block grant 
program. 

What housing programs and activities 
should be consolidated into a block arant? 

Local housing officials believe that most Federal categorical 
housing programs should be consolidated into a housing block grant 
program. The only program not receiving majority support was the 
Urban Development Action Grant. Nevertheless, many Federal pro- 
grams received less than a two-thirds vote, indicating some uncer- 
tainty about which specific housing programs the communities should 
be responsible for under a housing block grant. Generally, the 
local officials agreed that rehabilitation and new construction 
programs should be included in a housing block grant. At least 
69 percent of the officials favored including such programs in a 
housing block grant. Also, 64 percent favored including income 
assistance programs. In contrast, 56 percent or less favored 
including insurance and other types of programs. 
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The local officials also indicated, however, that it would 
be very important for a housing block grant program to include 
rehabilitation and other specific activities. Overall, there were 
only seven specific activities that a majority (above 50 percent) 
of the officials indicated would be greatly or very greatly impor- 
tant to include under a housing block grant program. Two of these 
activities were rehabilitation activities--rehabilitation of owner- 
occupied, single-family housing (90 percent) and rehabilitation of 
investor-owned, multifamily housing (60 percent). Depending on 
such factors as the type of community, its location, or its popu- 
lation size, a majority of the officials also considered it very 
important to include other rehabilitation and construction activi- 
ties. For example, a majority of the officials from entitlement 
cities, communities with populations of less than 250,000, and 
communities in the South considered it very important to include 
rehabilitation or modernization of local housing authority multi- 
family housing. Also, a majority of the officials from communities 
with populations of 500,000 or more, and communities in the West 
considered it very important to include construction of multifamily 
housing for local housing authority management and construction of 
investor-owned multifamily rental housing. 

What primary housing 
obiectives should be emohasized? 

Local officials indicated a strong preference l/ toward 
housing objectives which would (1) provide help to Tow- and moder- 
ate-income households living in substandard housing and (2) improve 
the quality of blighted and deteriorated neighborhoods. To a 
lesser extent, local officials would emphasize increasing the total 
available supply of decent quality housing units. By far, the most 
important housing objective was helping low- and moderate-income 
households living in substandard housing. Regardless of the 
future level of Federal funding, almost two-thirds of the offi- 
cials stated that it would be either their first, second, or third 
priority objective. Local officials also indicated that housing 
assistance should be highly targeted to various household groups. 

By household incomes, 92 percent of the officials stated that 
it would be greatly or very greatly important to target assistance 
to low-income households, and 75 percent stated the same for 
moderate-income households. Only 10 percent supported targeting 
assistance to to middle-income households, and only 1 percent 
supported targeting assistance to upper-income households. 

By household needs, 91 percent of the officials strongly 
supported targeting assistance to households living in substandard 
housing. Only 59 percent, however, indicated that it would be 

L/Strong preference, strong support, etc., is used throughout this 
report to indicate those respondents that had a great or very 
great preference. 
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greatly or very greatly important to target assistance to house- 
holds paying an excessive portion of their incomes for housing 
expenses, and only 55 percent strongly supported targeting 
assistance to households living in overcrowded housing. 

By household type, 77 percent of the local housing officials 
strongly supported targeting assistance to elderly households, 62 
percent strongly supported targeting assistance to large family 
(5 persons or more) households, and 55 percent strongly supported 
targeting assistance to small family (1 to 4 persons) households. 3 

How should block grant 
funds be distributed? 

Almost all (97 percent) believed that an entitlement formula 
would be needed under a housing block grant program. Three fac- 
tors were considered to be of great or very great importance by 
more than three-fourths of the officials. These were the extent 
of substandard housing (89 percent), the number of households 
needing housing assistance (88 percent), and the extent of 
poverty (76 percent). 

What type of housing block 
qrant program would have the 
qreatest benefit to communities7 

We briefly described four alternative housing block grant 
models and asked each local housing official to indicate how 
beneficial each model would be in providing the necessary housing 
assistance for their communities to achieve their housing objec- 
tives and goals. A majority of the officials (69 percent) 
believed that a long-term, all purpose housing block grant would 
be of either a great or very great benefit to their communities. 

What are the specific 
governmental roles 
under a block qrant? 

Local housing officials overwhelmingly believed that local 
governments should have the major role in planning, implementing, 
and evaluating block grant activities. The officials further 
indicated that most local governments, based on their experiences 
under the CDBG program, have the capacity necessary to plan and 
implement housing activities. The officials believed, however, 
that the Federal Government would be needed to help evaluate block 
grant performance based on specific criteria, but with limited 
sanctions for noncompliance with most of the criteria. According 
to the local officials, State governments and regional groups 
should only be minimally involved in planning, implementing, and 
evaluating block grant activities. The responses related to the 
State role are not surprising since, until recently, there has been 
very little State involvement in the CDBG program. Also, State 
involvement would represent another level that local communities 
would be responsible to under a housing block grant program. 

29 



RECENT NEW PROGRAM INITIATIVES 
STRESS BLOCK GRANTS FOR HOUSING 

In the future, cities and counties may have to rely on a 
housing block grant program instead of federally funded categor- 
ical programs to solve their housing problems. Several attempts 
are being made to replace existing subsidized rental housing 
production programs with voucher/certificate housing payments and/ 
or rental rehabilitation and construction grants to States and 
local governments. Generally, these neM initiatives stress 
some form of block grant. 

The President's Commission 
on Housing's recommendations 

The Commission has recommended that a housing block grant 
program be implemented which would allow cities and counties the 
flexibility to effectively rehabilitate a locality's substandard 
housing. Further, the housing block grant program would be an 
integral part of the CDBG program. 

The Commission recommended that the primary Federal program 
for helping low-income families achieve decent housing be a 
consumer-oriented housing assistance grant (vouchers). Further, 
the grant system should replace future commitments to build addi- 
tional units under sections 8 and 202 and public housing. However, 
the Commission recognized that several communities lacked the 
necessary adequate housing to make the housing assistance grant 
program viable and recommended that a housing rehabilitation and 
construction block grant component be added to the CDBG program. 

The Commission emphasized that housing block grant funds be 
used to primaily benefit low-income persons living in substandard 
housing. Because rehabilitation generally produces more units of 
adequate housing per dollar than new construction, the Commission 
suggested that the principal use of housing block grants be for 
rehabilitating housing stock for low-income households. However, 
when States and localities determine, based on appropriate docu- 
mentation, that rehabilitation is not a feasible or cost effective 
means for providing housing for poor people, funds may be used for 
new construction under certain conditions, such as scarcity of 
units appropriate for rehabilitation. Housing block grant funds 
could be used with any Federal, State, or local assistance pro- 
grams such as CDBG, housing payment programs, Federal Housing 
Administration (FHA) insurance/co-insurance, mortgage revenue 
bonds, etc. 

Administration's proposed 
rental block grant program 

HUD plans to curtail most present rehabilitation programs 
and implement a new block grant for rental housing rehabilitation. 
The administration is requesting $150 million for fiscal year 1983 
to implement a new rental rehabilitation grants program. This 
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program would provide grants to States and units of local 
governments for up to one-half of the cost of rehabilitating 
single-family and small multifamily rental properties. Special 
allocations of modified section 8 certificates (vouchers) are to 
be made available to low-income tenants in conjunction with the 
program. An estimated 30,000 rental units will be rehabilitated 
under the program in fiscal year 1983. The administration believes 
that the program will have several advantages over the programs it 
replaces --the Section 8 Moderate Rehabilitation Program and the 
Rehabilitation Loan Fund. Among these possible advantages are 
more efficient and less costly economic subsidies, greater incen- 
tives to encourage rehabilitation of multifamily rental properties 
by localities, and concentration on low-income tenants through 
links &th the modified section 8 housing certificate program. 

In commenting L/ on the administration's proposal we stated 
that the proposed rental rehabilitation grant program with the 
housing voucher proposal has the potential to be effective in 
upgrading a badly deteriorated rental housing stock at lower costs 
than past mechanisms. In commenting on this report, HUD officials 
told us that housing vouchers need to be complemented by other 
assistance programs to meet the housing needs of communities. This 
position is the basis for the administration's legislative proposal 
to implement a new block grant for rental housing rehabilitation. 

S. 2607--certificate payments 
and rental rehabilitation and 
construction grants 

s. 2607 would terminate most subsidized housing production 
programs and establish a new housing production program under the 
CDBG program. In addition, S. 2607 would establish a rural housing 
block grant program. These new programs would be used with a modi- 
fied section 8 existing certificate (voucher) program. In effect, 
S. 2607 would essentially implement the administration's fiscal 
year 1983 budget proposal. 

Using HUD's experience with the section 8 existing program and 
the Experimental Housing Allowance program, S. 2607 would create a 
modified certificate program. According to the housing committee 
report accompanying S. 2607, this modifed certificate program irvill 
improve the section 8 existing housing program by giving very low 
income families more flexibility to shop around for housing ir7hich 
best suits their needs, improve the responsiveness of the subsidies 
to local rental market changes, and focus assistance on the 
neediest families. 

S. 2607 would create a new housing section under the CDBG 
program authorizing HUD to make rental rehabilitation and new 

l/"Perspectives and Questions on Key Housing and Urban Development - 
Policy Issues," General Accounting Office (Apr. 19821, pp. 52-54. 

3 

t 
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construction grants to States and local governments. Grants would 
be available to help support the rehabilitation of privately owned 
real property, and in communities with severe housing shortages, 
the construction of new rental units. HUD is also authorized to 
provide modified section 8 certificates (vouchers) to units of 
government administering a rehabilitation or new construction 
program. The certificates are provided to minimize the displace- 
ment problems often caused by rehabilitation projects. 

The proposed rural housing block grant program would provide 
States with the flexibility to develop new mechanisms to serve the 
housing needs of the poor. The State may engage in a variety of 
activities, including the rehabilitation of existing units, the 
provision of rental assistance payments, or the construction of new 
units, for the benefit of very low-income persons. 

In establishing these new subsidized housing production 
programs, S. 2607 would repeal authority for new construction and 
substantial rehabilitation of units under the public housing and 
section 8 programs, with the exception of units financed under the 
section 202 program. 

H.R. 6296--single-family 
and multifamily housing 
production programs 

'In contrast to S. 2607, H.R. 6296 would continue funding 
existing subsidized housing production programs. In addition, 
H.R. 6296 would establish two new programs--the single-family 
housing production program and the multifamily construction 
stimulus program. 

The single-family production program would provide subsidies 
to reduce mortgage interest rates. Eligible structures would 
include single-family houses, manufactured homes, and individual 
units in a condominium or cooperative, including substantially 
rehabilitated condominiums and cooperatives in certified historic 
structures. The program would assist families below 130 percent 
of the area median income. H.R. 6296 also extends the regular 
section 235 program which provides subsidies to reduce the 
mortgage interest rate to 4 percent. 

The multifamily construction stimulus program would provide 
subsidies to stimulate the construction or rehabilitation of 
multifamily rental or cooperative housing units in areas with a 
severe shortage of affordable rental housing for families without 
other reasonable affordable housing alternatives. States and 
units of local government would apply for funds which may be used 
as capital grants, loans, interest reduction payments, or other 
comparable forms of assistance to help developers to reduce the 
cost of the rental or cooperative project. The assistance would 
be the amount necessary to make rents affordable for all tenants. 
For 20 years, 20 percent of the units must be available to tenants 
whose income is 80 percent of area median or below. Projects would 
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be selected on the basis of several criteria, including reduction 
of rental housing shortage, public and private contributions that 
reduce project costs, lessening of displacement, and the cost per 
housing unit. In addition, a demonstration project would be 
established to provide grants to States and local governments to 
improve the housing of families receiving public assistance. 

S. 2171--rental housing production 
and rehabilitation program 

The multifamily construction stimulus program proposed in 
H.R. 6296 is similar to the rental housing production and reha- 
bilitation program proposed in an earlier Senate bill (S. 2171) 
introduced by Senator Christopher J. Dodd. JJnder S. 2171, how- 
ever, the section 8 rehabilitation and construction programs would 
be terminated. Earlier House bills, H.R. 5731 and 5750, were also 
similar to S. 2171. 

In introducing S. 2171, Senator Dodd stated that the bill 
is essential to reverse the conditions contributing to a national 
housing shortage reaching crisis dimensions. He further stated 
that (1) the crisis is especially severe regarding the availability 
of rental housing, 
find decent, 

(2) Americans who want to rent housing cannot 
affordable housing, (3) the vacancy rate for rental 

housing shows no signs of improving from the recent record low 
levels, and (4) the supply of rental housing has been exacerbated 
further by the loss of existing units as the inventory ages and is 
not replaced. 

In commenting on S. 2171, l/ we stated that the bill had a 
variety of advantages over past-production and rehabilitation 
programs by incorporating several excellent features, such as the 
requirement for recapturing subsidies if project owners breach 
contract conditions or convert housing developments to condomini- 
ums during the assistance term. Further, the bill also provided 
several excellent principles, such as its emphasis on cost 
effectiveness and priorities. 

We made several recommendations to improve S. 2171. For 
targeting, we recommended that certain program provisions be 
strengthened to ensure that projects provide the maximum possible 
assistance to low- and moderate-income renter households. 

DESIGN ISSUES FOR A HOUSING BLOCK GRAPJT 

Block grants for housing would give local governments greater 
discretion and flexibility in designing and implementing housing 
programs. Many local housing officials do not want these increased 
responsibilities if Federal funding decreases. Most local housing 
officials are willing to accept these responsibilities, however, if 

L/B-206888 (CED-2-158), Apr. 13, 1982. 
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Federal funding increases. Although explicit targeting criteria 
would decrease local decisionmaking, 90 percent of the officials 
indicated that block grant assisistance should be targeted to 
specific households based on both income and housing need. 

Such targeting would depart from the method used under most 
current Federal housing programs, such as the section 8 rehabili- 
tation and neti construction programs. Eligibility has been based 
only on household income, tihich is generally used as a proxy for 
housing need. A majority of the officials indicated that low- 
income households living in substandard housing have the greatest 
need for assistance. Better targeting assistance to such house- 
holds tiould enable communities to more effectively and efficiently 
use housing funds. 

In general, most officials favored consolidating into a block 
grant Federal housing programs to provide rental assistance, re- 
habilitation, and never construction activities. Under the CDBG pro- 
gram, many communities have experience in rehabilitating housing 
for homeotiners. Relatively few communities, however, have experi- 
ence in rehabilitating and constructing rental housing, which many 
communities indicated had the greatest need for assistance. 

Considering this limited local experience, a housing block 
program including rental rehabilitation and construction activi- 
ties might require significant Federal technical assistance early 
in the program. Also, more innovative financing methods designed 
to recapture and/or leverage limited Federal funds might require 
some emphasis under a ned block grant. Finally, communities \nrould 
need to collect and maintain data on housing conditions and needs, 
as dell as cost and beneficiary data on the types of assistance 
provided, to effectively and efficiently administer and evaluate 
a local program under a housing block grant. Specific Federal 
guidance on the type and format of the information needed under 
a housing block grant program could help local governments in 
developing and evaluating housing programs that adequately address 
their housing needs. 

AGENCY COMMENTS AND OUR RESPONSE 

In general, HUD found this report to be (1) a very useful 
summary of entitlement communities' experiences in providing hous- 
ing assistance under the CDBG program and (2) an objective 
discussion on local attitudes toward a housing block grant program. 

In commenting on a draft of this report, HUD officials pointed 
out that: 

--The report reflects the vieNs of local CDBG officials and 
not those of elected officials or officials responsible 
for other housing programs, such a public housing. 

--Communities initially emphasized homeotiner assistance under 
the CDBG program because of their experiences in providing 
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assistance under the Section 312 Rehabilitation Loan 
Program. Other Federal programs, such as the section 8 
programs, were expected to provide most rental assistance. 
HUD initiatives to encourage communities to shift their 
emphasis to rental assistance have been successful in some 
communities. 

--Some housing activities under a housing block grant program 
would be substantially different from CDBG activities. For 
example, rental rehabilitation and new construction activi- 
ties under housing assistance programs are more complex than 
CDBG activities and require very long-term funding require- 
ments. Thus, the limited experiences of CDBG entitlement 
communities in funding these activities does not provide a 
strong basis for projecting what would happen under a 
housing block program. 

--Communities, in many cases, do not recognize that technical 
assistance is needed until pointed out by HUD officials. 
Under a housing block grant program, HUD should provide 
technical assistance early in the program to help improve 
local management. 

We generally agree with HUD's comments and have made revisions, 
where appropriate, to reemphasize that the information contained 
in this report was primarily based on experiences and attitudes of 
officials in the CDBG program. They provide an indication, but not 
definite proof, of what might happen under a housing block grant. 

We report, in this chapter and chapter 4, that relatively few 
CDBG communities have experience in rehabilitating and constructing 
rental housing. We also recognize that many communities have 
relied on other Federal programs, particularly the section 8 pro- 
gram, to provide most rental assistance. These programs were con- 
sidered important to include in a housing block grant program. 
Because of the limited experience of CDBG communities in providing 
rental assistance activities, 
issues, 

the report discusses several design 
such as Federal technical assistance, innovative financing 

methods, and information needs, which might be required if these 
activities are included in a housing block grant. 

We also made revisions to this report based on other technical 
comments received in meetings with responsible HUD officials. 
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CHAPTER 3 

PROGRAMS FOR HOMEOWNERS ARE THE 

PREDOMINANT HOUSING EMPHASIS UNDER CDBG 

Under the CDBG program, nearly all local governments have 
developed housing programs to help homeowners. To do this, many 
communities have used a wide range of financing methods--from 
relatively infrequent loan guarantees to more frequent traditional 
grants --to deliver assistance. The programs appear to be concen- 
trating on the less affluent segments of the population. In fact, 
low- and moderate-income homeowners appear to be benefiting the 
most from these programs. This is being done by targeting assist- 
ance through income eligibility requirements. A significant point, 
however, is that in about 35 percent of the interventions identi- 
fied, local officials did not identify beneficiaries by income 
group. In addition, in over 29 percent of the interventions local 
officials did not identify beneficiaries by family type. 

Specifically, we found that local governments had: 

--Concentrated on rehabilitation programs as the major means 
of providing housing assistance for homeowners. Local 
officials used mostly grants to fund these programs. 
Assistance by grants averaged less per unit than loans, 
but because loans will likely be repaid, the net cost is 
greater. Likewise, loans and grants cost more than 
interest subsidized assistance. 

--Provided assistance mainly to low- and moderate-income 
families. Most programs appear to be targeted to low- 
and moderate-income families, using specific income eli- 
gibility criteria. 

--Financed a limited number of new construction and 
construction-related programs, including site acquisition 
and clearance and demolition activities. 

--Financed few homeownership programs, including acquisition 
and resale of single-family units and conversion of rental 
units. Most buyer assistance programs were financed with 
other sources of funds. 

--Financed many energy conservation and emergency repair 
programs. 

Table 9 on page 37 and table 10 on page 38 summarize the 
costs and types of beneficiaries for homeowner assistance housing 
interventions identified by local officials responding to our 
survey. 
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Table 9 -- 

Financial Characteristics of Proqrams Funded Under 
CD% for Hcmeom ers in a San@e of Cormunities 

National sample 

Housinu activitv 

Percent of Major 
=cPle financing 

ccmmmities EkkhdS 

(note a) (note b) 

Rehabilitation of 
wner-mcupied, 
single-family 
housing 

Acquisition, r&&i- 
litation and resale 
of single-family 
housing 

Construction of single- 
family housing for 
o.mer-occupants 

Purchase and resale of 
single-family housing 

Conversion of rental 
units for tenant 
mership 

Weatherization of 
single-family 
housing (tie f) 

Emergency repairs 
hte f) 

98.1 

23.3 

9.9 

10.1 

4.5 

45.3 

54.3 

Full grants, 
partial loans, 
and full loans 

Partial grants, 
full loans, and 
full qrants 

Partial grants 
and full grants 

Full.loans, 
partial grants, 
and partial loans 

Partial loans 
and partial 
qrants 

Full qrants, 
partial grants, 
and full loans 

Full grants, 
partial grants, 
and full loans 

Sample &aracteristics 
Average axGas 

funds iden- Per- 
tified per oftotal 
ccmminity allocations 

(note c) (note d) 

(dollars) 

$440,477 83.6 

302,636 86.0 

Ie> (e) 

229,555 56.8 

(e) 

234,750 85.7 

248,529 95.7 

a/Based cm 424 responses from local officials that used CDBG-funds for hcmsinq. 
~/Finance methcds are these that Mere nmt frequently reported by the sample qrmp. 
$I'his figure does rmt represent total funds for the housing activity but reflwts 

average funds identified by a sqle of housing interventions. Average funds 
allocated per cmmunity tiere based on total funds reported by the local officials 
responding. Amunts reported dfxe for the last proqrm year. 

d/Percent of total funds represents that portion of total funds allocated to the - 
activity that dereprovidedbythe CDEGprogram. 

e/Data received not sufficient to analyze. 
f/Weatherization and emergency repairs are often funded under rehabilitation programs. 

The data represents the information provided by local officials and does tmt amount 
for duplication. 
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lkble 10 

Beneficiaryckracteristicsof~ Medwerm for-5 

M.mker0f~1lRLits 
assisted (mte a) 

Percentage of kuseholds assisted 

'Ibtalunits Averageper 
duringthelast~year(noteb) 

Housing assistance 
Hweholdincaregro~ 

rep3eed camxmity UwandMderate Middle upper 
FIousehDldtype Mirxxity 

Elderly shall Large 

mbilitatian of 
cwner-cccupied, 
single-S&y 
lxmdng 60,949 309 %.6 2.5 1.0 44.0 42.9 13.1 

Acquisition, rehabi- 
litation and resale 
of si.rql~knily 
?.msing 341 17 54.2 39.1 

culstructicn of 
single-&lmilykxlsing 
for owner-occ-nts (cl (cl (cl ICI 

Purcbse ard resale 
of single-fimily 
housing 70 9 93.8 3.1 

Conversian of rental 
units Sx tenant 
ownership (cl (cl (4 (cl 

Weathwization of 
single-&mily 
housing 6,117 191 54.5 5.5 

6.7 25.0 63.3 11.7 

hwseholds 

40 

68 

Eaneqercy repairs 7,523 171 99.1 1.1 

(cl 

3.1 

(cl 

0.0 

0.0 

(c) 

3.1 

(cl 

50.6 

64.7 

(cl 

75.0 

(cl 

39.3 

23.5 

(cl 

21.9 

(c) 

10.0 

11.8 

(cl 

76 

(c) 

16 

34 

a/?btal units tased an a sample of all - cuwnunities reporting tktt they funded this activity. lhismtaldfDesnot 
reflect the total units assisted by exh oxmunitybutdoes reflect the total for all intetienti~s r-tied. 

&/Percentage of assistance is kased (3n a aample of the -ties reporting this activity. The sample group 
prwided inaxne group and kusehold type characteristics only for their last project year. 

c/Bta received ti sufficient to analyze. 



REHABILITATION OF OWNER- 
OCCUPIED HOUSING IS THE 
MAJOR CDBG HOUSING ACTIVITY 

By far, communities are using more CDBG funds for rehabili- 
tating owner-occupied housing than for any other housing activity. 
In fact, HUD reported that rehabilitating residential structures is 
the fastest growing CDBG activity. Our survey results show that 
nearly all CDBG entitlement communities fund rehabilitation of 
owner-occupied housing. 

HUD reported in its sixth annual CDBG report that about one- 
third ($1.9 billion) of the total CDBG funds budgeted for 1978-80 
were for rehabilitating housing. HUD also reported that over 80 
percent of CDBG rehabilitation expenditures during 1975-79 went 
toward single-family housing. Overall, HUD estimated that 261,692 
units were rehabilitated, of which 213,743 (82 percent) were 
owner-occupied units. 

Over 98 percent of the local officials responding to our 
survey reported financing rehabilitation of owner-occupied, single- 
family units. In most cases financing involved full and partial 
grants and full loans. CDBG funds were the primary source of 
funds, with few private sources used to supplement CDBG. 

Most communities were 
financing owner-occupied, 
single-family rehabilitation 

Overall, the local officials responding to our questionnaire 
reported that 232,673 homeowners have been assisted using CDBG 
financing. Much of this assistance was provided in the form of 
grants and loans to rehabilitate homes. 

In fact, over 98 percent of the local officials surveyed-- 
416 communities --provided assistance to homeowners for rehabili- 
tating their homes. Thus, homeowner rehabilitation is almost 
universally accepted as an appropriate use of CDBG funds. 

Three of the case study locations also showed a strong 
preference for homeowner rehabilitation. Pittsburgh (65 percent), 
Dallas (59 percent), and Seattle (58 percent) all spent over half 
of their CDBG housing program funds on homeowner rehabilitation. 
Only St. Louis (3 percent) devoted few CDBG funds to rehabilitate 
owner-occupied housing units. 

Local governments 
used various methods to 
finance home improvements 

Numerous financing methods were used to f inance sing le-family 
rehabilitation. Nevertheless, about 62 percent of the communites 
used full grants as the primary method. 
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The 416 communities which were financing rehabilitation of 
owner-occupied units reported that they used various methods--an 
average of three financing methods per community. Some of the 
financing methods identified included the following: 

--Full grants or loans --the grants or loans cover all of 
the costs of rehabilitation. 

--Partial grants or loans-- the grants or loans pay only a 
portion of the costs. 

--Conditional grants-- the grants must be repaid if certain 
pre-specified conditions are not met. 

--Forgivable loans --the loans are forgiven if certain 
prespecified conditions are met. These loans are similar 
to conditional grants. 

--Deferred loans-- the loans are to be repaid when the 
property is sold or transferred. 

--Loan Guarantees --a portion or all of the loan from a 
private lender is guaranteed. 

--Interest subsidies --a portion of the interest on the 
loans is funded to reduce the borrower's cost. 

--Grantee service--services, such as housing counseling, 
are provided: no funds are received. 

Some of the methods listed were used separately, such as full 
grants or full loans, others were used in combination. For example, 
a full or partial grant could require specific conditions to be met 
and thus would become a conditional grant or part of the financing 
could be a loan with a conditional partial grant. 

Table 11 on page 42 shows the methods reported by the 
locations responding to our survey. It clearly shows that most 
communities used full grants (62 percent) and full loans (50 per- 
cent). More innovative methods, such as loan guarantees (14 per- 
cent) and interest subsidies (33 percent), were reported much less 
often. To use these methods, local governments would need to 
obtain funding from private sources which would require the avail- 
ability of private funds and the ability of local officials to 
understand complex financing mechanisms, Although many communi- 
ties have this capacity, other communities identified coordinating 
financing techniques and the availability of private financing as 
barriers to effective program implementation. 
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EXAMPLE OF LOAN AND GRANT FINANCING 

The homeowner received a 3-percent interest loan of $6,387 
and grants totaling $5,823 for window, porch, roof, and door 
improvements on a house in Pittsburgh. 
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Table 11 

Financing Methods Respondents Used 
To Rehabilitate Owner-Occupied Housing 

Financing method Communities --- 

Grants 
Full 
Partial 
Conditional 

Loans 
Full 
Partial 
Forgivable 
Deferred 

Loan guarantees 
Interest subsidies 
Other (note a) 

Number Percent 

258 62 
217 52 
130 31 

210 50 
148 36 

67 16 
190 46 

58 14 
138 33 

89 21 

a/Other methods included combinations of the above financing 
methods and grantee services that did not involve CDBG funds. 

We also found a similar pattern of financing methods at the 
four case study locations. Table 12 on page 43 highlights the 
major financing methods used at each location, the number of units 
assisted, and the total amount of assistance. 
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Table 12 

Financing Methods For Home 
Improvements at Case Study Locations 

Case studv locations 

Dallas 
Full grants 
Full loans 
Loan/Grant 

combinations 
Guaranteed loans 

515 70.7 $ 1.9 46.3 
134 18.4 1.5 36.6 

30 4.1 .3 7.3 
49 6.7 .4 9.8 

Total 
Pittsburgh 

Full grants 
Interest subsidy 

payments 
Loan/Grant 

combinations 
Other 

728 

1,853 

1,024 

3,946 
3,371 

10,194 

100.0 

18.2 

10.0 

38.7 26.5 
33.1 19.0 

Total 
Seattle 

Deferred loans 
Full loans 
Full grants 

100.0 

254 3.4 
642 8.6 

6,560 88.0 

Total 
St. Louis 

Full grants 
Partial grants 
Full loans 
Loan guarantees 
Interest subsidy 

payments 

7,456 100.0 

53 15.8 
204 60.7 

44 13.1 
26 7.7 

9 2.7 .3 

Total 336 100.0 

Housing units 
assisted 

Number Percent Amount 
Funding ---- 

Percent 

(millions) 

$ 4.1 = 
$ 1.3 

9.5 

$ 56.3 

$ 2.6 
2.1 

.8 

$ -5.5 

$ .4 
.a 
.3 

1.0 

$ 2.8 E 

100.0 

2.3 

16.9 

47.1 
33.7 

100.0 

47.2 
38.2 
14.5 

100.0 

14.3 
28.6 
10.7 
35.7 

10.7 

100.0 
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EXAMPLE OF FULL GRANT FINANCING 

BEFORE 

AFTER 
COST TO REHABILITATE THE PARTY WALL IN PITTSBURGH WAS $2,690. 



Another day of examining financing methods used is to deter- 
mine the percent of respondents indicating use of one or more 
financing methods. Table 13 shows that most--51.5 percent--commu- 
nities Mere using three or less financing methods to rehabilitate 
owner-occupied housing. 

Table 13 

Respondents Using One Or More Methods To 
Finance Owner-Occupied Housing Rehabilitation 

Number of financing Percent of 
methods used respondents 

1 
2 

43 - 
4 
5 
6 
7 

more than 

13.4 
18.7 
19.4 
18.0 
15.1 

7.4 
5.0 

7 2.9 

Total &/loo*0 

a/ Median. 
@ Does not add due to rounding. 

Leveraging of funds tias low 

One of the supposed strengths of the block grant program is 
local communities' ability to use program funds as seed money to 
attract other sources of funds. This is called leveraging. As 
shoucrn in table 14 on page 46, however, the CDBG program ;nras the 
major source of funds to rehabilitate owner-occupied, single- 
family units. Local officials reported that CDBG funds accounted 
for 88.6 percent of the total funds allocated to single-family 
rehabilitation in the latest program year, Other sources accounted 
for 11.4 percent, lnrith over half coming from private sources. 
The major Federal programs used Mith CDBG-financed home improve- 
ments tiere the Section 312 Rehabilitation Loan Program and the 
Title I Home Improvement Loan Insurance Program. 
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Source of funds 

Table 14 

Financinq Sources for Rehabilitatinq 
Owner-Occupied, Sinqle-Family Units 

CDBG 
Other Federal 

programs 
Other State 

programs 
Private 
Tax-exempt 

bonds 
Other local 

funds 

National 
sample Case study locations --- 

(note a) Dallas Pittsburgh Seattle St. Louis 

-------------(percent of funding)-------------- 

88.6 90.5 54.5 91.0 28.2 

2.2 2.4 0.0 0.0 0.0 

1.5 0.0 0.0 0.0 0.0 
5.8 7.1 0.0 0.0 71.8 

0.7 0.0 45.5 0.0 0.0 

0.3 0.0 0.0 9.0 0.0 
Other (not identi- 

fied) 0.9 0.0 0.0 0.0 0.0 

Total 100.0 100.0 

a/Percent of funds based on total rehabilitation funds for the 
latest program year reported by a sample of local officials. 

Pittsburgh and St. Louis used substantial leveraging of CDBG 
funds to attract non-Federal funds. Pittsburgh used the proceeds 
from its issuance of tax-exempt bonds to help finance $25.5 mil- 
lion in rehabilitation loans. St. Louis used four financing mecha- 
nisms--partial grants, direct loans, loan guarantees, and interest 
subsidies-- to rehabilitate owner-occupied, single-family units. 
Total funding was $2.4 million, including $0.7 million (28 percent) 
from CDBG and $1.7 million (72 percent) private funding. Private 
funds leveraged tiere $2.55 for each $1 in CDBG funds for these 
subsidy mechanisms, with interest subsidy mechanisms showing the 
largest leverage, $11.51 for CDBG's $1.00. 

BENEFICIARIES AND COSTS 
OF REHABILITATING OWNER- 
OCCUPIED HOUSING UNITS 

An analysis of the beneficiaries and the costs of CDBG 
rehabilitating otiner-occupied housing sho#ed that local officials 
targeted their housing interventions mainly to loti- and moderate- 
income homeowners, but they may be using relatively less innovative 
financing methods (full grants and loans). In addition, a signifi- 
cant number of officials did not identify the types of households 
receiving assistance. 
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Who benefits from home improvements? 

We asked local officials to provide detailed data on 
recipients who received home improvement assistance. Unfortun- 
ately, they did not identify recipients by income group in over 
35 percent of the interventions, and they did not identify house- 
hold type in 29 percent of the interventions. For the officials 
that did respond to our question, however, it appears that low- 
and moderate-income households are the primary recipients. In 
fact, over 96 percent were low- and moderate-income households. 
Some of the major observations concerning beneficiaries were that 
local governments have generally: 

--Developed specific income criteria or targeted assistance 
to specific areas. For example, in 89 percent of the 
interventions, the sample group reported that they used 
established income criteria for determining eligibility. 
In about 75 percent of these interventions, local officials 
reported that they used established section 8 income 
criteria. 

--Strongly assisted the elderly and the small-family home- 
owner. Our analysis showed that about 44 percent of the 
recipients were low- and moderate-income elderly and 
43 percent were small-family households. 

The results of our survey generally indicates that home 
improvement assistance is provided to low- and moderate-income 
families. Likewise, at the case study locations we also found 
rehabilitation of owner-occupied units to be targeted to low- and 
moderate-income households. However, we also noted instances 

'where income data on recipients was unavailable or only available 
by reviewing each application file. 

Table 15 on page 48 summarizes the beneficiary data we 
obtained at the four case study locations. 
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Table 15 

Selected Descriptims of 
Beneficmries at Case Study Locations 

Major prcgram 
IDcation ho-tea) 

Dallas I!knle Repair Grant 

Pittsburgh Wm Improvesnent 
Loan Program 

Seattle Neighborbxd Housing 
Rehabilitation- 
deferred Loans 

St. Louis NeighborkcdIWkng- 
Services---direct 
lOSIX 

Eligibility 
critieria 

Over age 64 or 
handicapped 

Less than $7,000 
annual incane 

50% of area 
nmdianincane 

Reside in desig- 
nated area 

Beneficiaries 

83% elderly, 70% 
minority, aM 
%% less than 
$7,000 ill- 

59% residing in 
camwnity devel- 
ogznent area, 77% 
tiite, 53% male, 
ax-d 71% over 
age 45 

70% incane tier 
$7,950 (other 
data unavailable) 

91% incane less 
than $10,000 
(other data 
unavailable) 

a/The owner-occupied ham improvment program receiving the major 
portion of CDBG funds. 



The sample group also provided data on household type and 
income group for units assisted in the last program year. Tables 
16 and 17 summarize the data provided by the sample group. 

Table 16 

Beneficiaries of Home Improvement 
Assistance by Household Type 

Household type 

Elderly 
Small family 
Large family 

Total 

Units 
reported 

5,528 
5,393 
1,645 

12,566 

Percent of total 

44 
43 
13 

100 

Table 17 

Beneficiaries of Home Improvement 
Assistance by Income Group 

Income group 
Units 

reported 

. 

Percent of total 

Low and moderate 10,568 96.6 
Middle 269 2.5 
Upper 101 .9 

Total 10,938 100.0 

As shown above, the locations that reported data on benefi- 
ciaries indicated that most (96.6 percent) are low- and moderate- 
income households. About 3 percent were middle- or upper-income 
beneficiaries. This data also was generally true for our case 
study locations. However, we noted that local officials did not 
provide income group data in over 35 percent of the housing inter- 
ventions and household type data in 29 percent of the housing 
interventions. Possible explanations for local officials not 
providing the data include 

--beneficiary data was not readily available in aggregate 
form, and to obtain the data would have required a review 
of individual case files; 

--eligibility was not determined by income and no data was 
kept: and 

--information was not maintained in the manner which was 
requested by our questionnaire. 
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Regardless of the reasons for not providing detailed data, we 
believe that the local unit of government should know who has hene- 
fited, in order to plan for future housing assistance programs. 

The costs of home improvements 

Most local officials indicated that they have used full grants 
and loans to provide CDBG financing for owner-occupied housing rehab- 
ilitation. These are more costly to the Government than other forms 
of financing. 

As previously shown, full grants were the most frequently 
reported mechanism for owner-occupied rehabilitation. Detailed 
data provided by local officials shows that the average full grant 
provided was about $6,700. Conditional grants were about $200 less 
than a full grant. The distinction between these terms may have 
been blurred somewhat by our respondents. For example, Dallas 
provided 515 full grants, averaging $3,646, but with the condition 
that the owner could not sell or rent the house for a specified 
time after repair work was completed. 

Full grants are the most costly financing mechanism since 
homeowners do not contribute to the cost and there is little 
incentive to control costs such as needless repairs. Such 
financing also provides little opportunity for recapture. 

Communities also were using full and deferred loans as major 
CDBG financing mechanisms. While loans allow funds to be recovered, 
such financing requires the same substantial initial investment as 
do full grants. According to data provided, the average full and 
deferred loan was about $12,000 and $11,700, respectively. These 
funds are given to the borrower so that he or she can rehabilitate 
the housing unit. Thus, the community has "lost" the use of the 
funds for the duration of the loan--installment loans will be paid 
back over the life of the loan, whereas deferred loans will not be 
repaid until the property is sold or transferred. 

Interest subsidy payments may provide a more efficient means 
of financing housing rehabilitation. By using non-CDBG funds to 
finance the l.oan, the community may more effectively use its CDBG 
funds to reduce the borrower's costs and to increase rehabilita- 
tion impact. For example, we estimated that Pittsburgh could have 
initially rehabilitated 65 percent more units--5,364 units com- 
pared with 3,251-- using interest subsidy payments rather than full 
loans. It should be noted, however, that in the long run, more 
units may be rehabilitated using direct loans because the city 
can turn over its loans --as loans are repaid, more loans can be 
made. Nevertheless, this impact can also be dissipated--loans 
may not be repaid (borrower defaults), rehabilitation costs will 
increase due to inflation and delay in making needed repairs, and 
repaid loan funds may be used for purposes other than housing. 
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NEW CONSTRUCTION AND CONSTRUCTION- 
RELATED ACTIVITIES WERE LIMITED 

Although new construction activities are generally restric- 
ted by the CDBG regulations (see p* 17), a limited number of 
communities reported financing new construction. 
location, St. Louis, 

One case study 
also reported the activity. A significant 

number of communities, however, reported financing construction- 
related activities, such as site acquisition and clearance and 
demolition, for housing construction. 

About 10 percent of our sample (42 communities) reported using 
CDBG funds to finance the construction of single-family housing 
for owner-occupants. Since very few locations fund the activity, 
we only received six responses providing detailed data on new 
construction. Unfortunately, the data the six locations provided 
was not sufficient enough to make a detailed analysis of new 
construction activities. For example, only two local officials 
provided information on income of households receiving new con- 
struction assistance. Based on the limited data provided, we found 
that: 

/ 

--The total funds reported in the last program year ranged 
from $66,000 to $21 million, with CDBG funds representing 
an average 54 percent of the total funds allocated. The 
officials reported a range of 1 percent to 100 percent 
CDBG financed. 

I I 

--One city reported that tax exempt revenue bonds provided 
99 percent of the funds allocated to new construction. 

--Only two cities provided the number of homeowners assisted 
by income group. The two cities reported assisting 27 
low- and moderate-income families in the last year. Five 
locations reported that income was used to determine 
eligibility. 

St. Louis reported new construction of single-family units 
with CDBG funds. The city used partial grants and interest sub- 
sidies to help finance new construction. The program used $0.5 
million from CDBG, $2.2 million in private funds, and $0.6 million 
from other Federal programs through June 1981. Grants awarded 
under this program financed up to 50 percent of projected costs. 
The CDBG funds financed construction site fees and site preparation 
costs. At one project, CDBG funds were used with HUD's Section 
235 Homeownership Program. For this project, the developer was 
given grant funds to help lower the purchase price of the homes so 
low-income homebuyers could qualify for section 235 assistance. 
Under this project, 24 units were produced through June 1981, with 
a unit cost of $55,467 representing 21 percent CDBG funds. This 
could also be thought of as buyer assistance which is treated 
separately. 



St. Louis also used interest subsidies as part of its overall 
program. A total of 30 units were produced through June 1981, 
with a unit cost of $64,682. CDBG funds were used to subsidize 
the interest rates for the first 7 years of the mortgage. 

Many communities reported financing construction-related 
activities with CDBG funds. We were unable to determine, however, 
the extent these activities related to the construction of home- 
owner and rental housing. Almost one-half of the communities (46 
percent) provided CDBG funds to acquire and clear sites for hous- 
ing construction. One-third of the communities (33 percent) also 
provided CDBG funds to demolish existing structures for new hous- 
ing construction. CDBG financing for these construction-related 
activities has primarily included full and partial grants. 

LOCAL HOUSING OFFICIALS REPORTED 
FEW BUYER ASSISTANCE PROGRAMS 

Major housing activities to help finance actual homeownership 
have not received as much attention as home improvement activities. 
While our sample group reported that they financed acquisition and 
resale of single-family units and conversion of units for tenant 
ownership, the frequency of activities reported was much lower 
than for other owner-related housing activities. Accordingly, very 
little detailed information was reported by the sample group. 
Table 18 summarizes the activities reported. 

Table 18 

Homeownership Assistance Programs 
Financed Under the CDBG Program 

Percent of sample 
(note a> 

Acquisition, rehabilitation, and 
resale of single-family units 23.8 

Purchase and resale of single- 
family units 10.1 

Conversion of rental units to 
tenant ownership 4.5 

a/Based on 424 responses. - 

Each of the above activities involved various types of 
financing. However, like the rehabilitation activities discussed 
earlier, grant financing was predominant. 
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The major homeownership activity 
is acquisition, rehabilitation, 
and resale of single-family units 

Two of the case study locations and about 24 percent of our 
sample group reported funding acquisition, rehabilitation, and 
resale of single-family units under the CDBG program. Analysis 
of the questionnaire results and our work at the case study 
locations show that: 

--Acquisition, rehabilitation, and resale of single-family 
units is generally targeted to specific neighborhoods. 
For example, in 67 percent of the interventions, local 
officials reported that they used property location as the 
criterion for eligibility. 

--Financing has primarily included CDBG grants. However, 
14 percent of the total funds were provided from other 
sources. 

--Although little data exist on who has received assistance, 
local officials reported that only 54 percent of the 
assisted households were low or moderate income. 

Table 19 on page 55 highlights some of the data provided by 
a sample of those communities which reported financing acquisition, 
rehabilitation, and resale under the CDBG program. 

Our analysis of data reported by the sample group also showed 
that other Federal housing programs were used with CDBG funds. For 
example, 45 percent of the sample group reported using at least one 
other Federal program. The Urban Homesteading Program (23 percent) 
was reported most often. Other programs included the sections 312 
and 8 programs. 

3 
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E) <AMPLE OF BUYER ASSISTANCE FINANCING 

The owner-occupant acquired and rehabilitated this structure in Pittsburgh for a cost 
of $146,000, with the buyer making a downpayment of $5,000. Using CDBG funds, 
the city provided the owner with a historical preservation loan of $15,000, a deferred 
loan of $26,200, and an installment loan of $4,800. The owner also received a $95,000 
mortgage at 8’fzpercent interest from the city. When rehabilitated, the property will have 
an appraised value of $100,000. (Units on both sides are vacant and bbarded.) 
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Table 19 

Acquisition, Rehabilitation, and Resale 
of Single-Family Housing (note a) 

Percent of sample group financing activity 
(note b) 

23.8 

Average total funds allocated per community $302,636 

Average percent of CDBG funds 86 

Major financing methods: 

Average unit financing by finance method: 
Grants 
Loans 
Loan guarantee 

partial grants 
full loans 
full grants 

$12,175 
$18,417 
$17,000 

Average total number of households assisted 
per community 17 

Percent of households assisted by income 
group and household type: 

Income 
Low and moderate 
Middle 
Upper 

Household 
Elderly 
SXElll 
Lrlrge 

54.2 
39.1 

6.7 

25.0 
63.3 
11.7 

a/The data presented in this table is based on information pro- 
vided by a sample of 22 out of 101 local officials who reported 
financing this activity. 

b/Based on a sample of 424 entitlement communities. - 

The most frequent finance method used to acquire, rehabili- 
tate, and resell single-family housing was partial grants. About 
31 percent of the sample group indicated this method. Both full 
grants and full loans were also used by 20 percen;_ of the sample 
group. 

As stated earlier two of the four case study locations 
reported acquisition, rehabilitation, 
family units. 

and resale of the single- 
Table 20 on page 56 highlights the data obtained at 

the case study locations. 
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Purchase and resale 
of single-family units 

Local officials representing 43 communities (10 percent) 
reported financing purchase and resale of single-family units. 
None of the case study locations we visited reported this activity. 
We received very little data on program characteristics from local 
officials reporting purchase and resale of single-family units. 
Local officials representing nine cities (20 percent of those 
reporting) provided detailed characteristics. Some important 
observations based on their responses are presented in table 21. 

Table 21 

Purchase and Resale of Sinqle-Family Units 
to Owner-Occupants {note a) 

Percent of sample group financing activity 
(note b) 

10.1 

Average total funds allocated per community $229,555 I 

Average percent of CDBG funds 56.8 

Major financing methods: full loans 
partial grants 
partial loans 

Average unit financing by finance method: 
Grants 
Loans 

$ 9,250 
$13,675 

Average total number of households assisted 
per community 9 

Percent of households assisted by income 
group and household type: 

Income 
Low and moderate 
Middle 
Upper 

Household 
Elderly 
Small 
Large 

93.8 
3.1 
3.1 

3.1 
75.0 
21.9 

a/The data presented in this table is based on information pro- - 
vided by a sample of 9 out of 43 local officials who reported 
financing this activity. 

b/Based on a sample of 424 entitlement communities. - 
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Conversion of units 
for tenant ownership - 

Conversion of units for tenant ownership was reported by 
about 5 percent of the sample group. We received very little data 
concerning this activity. For example, only 6 of 19 respondents 
provided detailed program characteristics. None of the case study 
locations financed conversion of rental units for tenant ownership. 
Some of the more important characteristics are that: 

--Partial loans, full loans, and partial grants were the 
most favored financing methods. 

--CDBG funds accounted for 24 percent of total funds 
allocated. The sample group reported that $4.2 million 
was allocated. 

--Over 96 percent of the households assisted were low-and 
moderate-income. 

Unfortunately, data on unit financing was not sufficient to analyze. 

MANY COMMUNITIES FUNDED 
ENERGY CONSERVATION ACTIVITIES 

Weatherization is aimed at improving a home's energy 
conservation potential. Types of weatherization include insula- 
tion, energy-saving windows, etc. Over 45 percent of the communi- 
ties responding to our survey reported that they provide financing 
for weatherizing of single-family, owner-occupied units. Likewise, 
all our case study locations had financed weatherization of owner 
units. However, some locations provide weatherization assistance 
as a separate program, while others include the activity within 
established rehabilitation programs. For example, Pittsburgh 
established one program that provided a matching grant of up to 
$400 as part of its overall home improvement program. In addition, 
Pittsburgh had established a program that used CDBG funds to pay 
labor costs associated with insulating units under the Department 
of Energy's weatherization program. 

Weatherization programs were primarily for homeowners rather 
than renters. Of the 194 communities which reported that they 
financed weatherization programs with CDBG funds, only 2 reported 
they only weatherized rental units. Whereas, 145 reported 
weatherization programs only for homeowners. 

Communities responding to our survey provided detailed data 
on various questions concerning weatherization programs. Much of 
the data provided was similar to that given under rehabilitation 
programs. Where possible, we eliminated data that duplicated 
information provided earlier. However, in most cases, the com- 
munities that provided detailed data did not indicate if the 
weatherization programs were separate or part of an overall 
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rehabilitation program. Table 22 highlights some of the more 
important information provided. 

Table 22 

Weatherization of Single-Family Units (note a) 

Percent of sample group financing activity 
(note b) 

45.3 

Average total funds allocated per community $234,750 

Average percent of CDBG funds 85.7 

Major financing methods: full grants 
partial grants 
full loans 

Average unit financing by finance method: 
Grants 
Loans 

Average total number of households assisted per 
community 

$3,714 
$9,846 

191 

Percent of households assisted by income group 
and household type: 

Income 
Low and moderate 
Middle 
Upper 

Household 
Elderly 
Small 
Large 

94.5 
5.5 
0.0 

50.6 
39.4 
10.0 

a/The data provided in this table is based on information provided - 
by a sample of 36 out of 192 local officials who reported 
financing this activity. 

b/Based on a sample of 424 entitlement communities. 

MANY COMMUNITIES 
FUNDED EMERGENCY REPAIRS 

Emergency repairs also are reported as a major housing activ- 
ity using CDBG funds. As shown in table 23 on page 60, about 54 
percent of the communities we surveyed reported emergency repairs 
as a CDBG-funded housing activity. We did not distinguish betlnreen 
emergency repairs for owners versus renters. most of the 
benefits reported were for owners. 

However, 
Likewise, at the case study 

locations the emergency repair programs were specifically designed 
for owners. 
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Table 23 

Emergency Repairs (note a) 

Percent of sample group financing activity 
(note b) 

Average total funds allocated per community 

Average percent of CDBG funds 

Major financing methods: 

Average unit financing by finance method: 
Grants 
Loans 

Average total number of households assisted per 
community 

Percent of households assisted by income group 
and household type: 

Income 
Low and moderate 
Middle 
Wper 

Household 
Elderly 
Small 
Large 

54.3 

$248,529 

95.7 

full grants 
partial grants 
full loans 

$1,782 
$6,069 

171 

99.1 
0.9 
0.0 

64.7 
23.5 
ii.8 

a/The data provided in the table is based on information provided - 
by a sample of 51 out of 230 local officials tiho reported 
financing this activity. 

b/Based on a sample of 424 entitlement communities. - 

Emergency repair programs are designed to provide loans and 
grants to correct the major defects that make units unsafe and/or 
uninhabitable but in other respects tiould be adequate once the 
major defects are removed. 

The range of values the sample group reported also suggests 
that many communities fund emergency repairs as part of their 
rehabilitation program. For example, the sample group reported a 
maximum grant of $12,500 in one case and a maximum loan of $46,000 
in another. The minimum grant and loan reported lrJas $400 in each 
case. 
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CHAPTER 4 

CDBG ASSISTANCE TO RENTERS HAS BEEN UNDER-EMPHASIZED 

Nationwide, renters are experiencing serious problems in 
obtaining adequate and affordable housing. Nevertheless, under the 
CDBG program, rental assistance programs have taken a "back-seat" 
to programs directed to homeowners. Apparently, many communities 
depend on other Federal programs to provide most rental assistance. 
Where rental assistance was provided under CDBG, however, low- and 
moderate-income households were the primary beneficiaries. How- 
ever, 21 percent of the communities did not report how many rental 
units were assisted. 

CDBG FUNDING HAS HAD LESS 
IMPACT ON RENTERS THAN HOMEOWNERS 

CDBG housing funds were used sparingly to either rehabilitate 
rental units or provide assistance to renters. Although several 
financial mechanisms were used, the assistance that was provided 
was primarily in the form of loans. Our analysis of questionnaire 
responses from local housing officials representing 424 communities 
showed that 

--only about 60 percent of the cities and counties rehabili- 
tated any rental units and only 50 percent rehabilitated 
investor-owned rental units, 

--28 percent more owner-occupied units were assisted than 
rental units, and 

--60 percent of the cities and counties financing investor- 
owned rental rehabilitation were providing loans to 
investors. 

Many cities did not 
rehabilitate any rental units 

Local housing officials reported that substantially more 
rental units needed rehabilitating than owner-occupied units. 
Likewise, renters had a much greater need for assistance than home- 
owners. Nevertheless, over 40 percent reported that they have not 
used CDBG for rental rehabilitation. This figure is increased to 
50 percent if public housing rehabilitation is excluded. 

In response to the questionnaire, 246 out of 424 (58 percent) 
local housing officials reported that they used CDBG funds to 
finance either investor-owned, single and multifamily rental unit 
rehabilitation and/or public housing rehabilitation. Except for 
Dallas, all of the four case study locations did both housing activ- 
ities. Dallas did not finance investor-owned, single or multi- 
family rental housing rehabilitation. Table 24 on page 62 shows 
the number of respondents who are financing rental rehabilitation 
with CDBG funds. 
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Table 24 

Number of Communities Reporting That They 
Financed Rental Rehabilitation With CDBG Funds 

Housing activity 

Rehabilitation of investor-owned, 
single-family rental housing (A) 

Number of 
respondents Percent 

36 14.6 

Rehabilitation of investor-owned, 
multifamily rental housing (B) 29 11.8 

Rehabilitation or modernization of 
local housing authority multi- 
family housing (C) 

Combination A and 3 82 33.3 

Combination A and C 11 4.5 

Combination B and C 14 5.7 

Combination A, B, and C 

Total 

Less public housing (C) 

Total rehabilitation of investor- 
owned rental housing 

36 14.6 

38 15.4 

246 a/100.0 - 

36 

210 C 
;/Does not add due to rounding. 

Fewer rental units 
are being assisted 

Local housing officials responding to our experiences ques- 
tionnaire reported that 1.7 million rental units needed to be 
rehabilitated and 3.9 million renters needed assistance in contrast 
to 1.3 million owner-occupied units and 1.2 million homeowners. 
Even though the rental problem was substantially greater, the 
respondents reported that CDBG funding assisted 232,673 owner- 
occupied units but only 181,338 rental units. Thus # 28 percent 
more owner-occupied units were assisted. If the local governments 
had funded assistance to renters proportionate to need, then about 
238,000 should have been helped. Our case study cities showed a 
similar trend. A comparison of housing units needing rehabilita- 
tion and units rehabilitated with CDBG funding assistance is shown 
in table 25 on page 63. 
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Table 25 

A Comparison of Housing Needs and 
CDBG Assistance Provided 

Housing units Housing units 
needing assistance provided some assistance 

(note a) (note b) 

Owner- Owner- 
occupied Rental occupied Rental 

Questionnaire 
respondents 
(note d) 1,267,464 1,709,086 232,673 181,338 

Case study 
cities: 
Pittsburgh 25,553 28,078 12,457 1,721 
Dallas 9,700 21,300 794 0 
Seattle 1,700 11,900 c/7,456 410 

- St. Louis 5,670 40,620 876 3,402 

a/Housing units which can economically be rehabilitated. - 

Public 
housing 

Unknown 

9,688 
105 
0 

6,778 

b/Units assisted may not be those identified as needing assistance. 
</Most of the units (6,560) received minor CDBG assistance--about - 

an average of $50 per unit. 
d/Based on 424 responses. - Between 58 and 75 respondents, however, 

responded that data was not available for one or more of these 
categories of information. 

Rental units assisted by CDBG communities as shown in table 25 
could be overstated in relation to need. In reporting need, the 
respondents did not include public housing units since HfJD considers 
all public housing unit tenants to be adequately housed for report- 
ing purposes. However, assistance provided does include public 
housing units. This can clearly be shown by looking at Pittsburgh's 
housing data. Investor-owned rental. units represented 52 percent 
of Pittsburgh's housing rehabilitation needs and 48 percent of the 
units assisted when all rental units were included. When public 
housing units are excluded, only 12 percent of the private sector 
units rehabilitated were rental units--12,457 owner-occupied 
compared to 1,721 investor-owned rental units. 

In another instance, one respondent city--9untsville, Alabama 
--reported that it had allocated or spent $5.2 million to rehabili- 
tate 304 owner-occupied housing units and nothing for rentals. 
Yet, rental units represented 42 percent of the total units needing 
rehabilitating and renters represented 88 percent of the households 
needing assistance. A similar situation occurred in Dallas where 
no investor-owned rental units were rehabilitated, yet 69 percent 
of the units needing rehabilitation were rentals. 
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Loans were the primary funding mechanism used 

The respondents to our questionnaire and three of the four 
case study locations used CDBG funding in a wide variety of 
financing mechanisms to rehabilitate private rental housing. 
Loans, however, were the primary means. Nevertheless, few cities 
and counties used more than two financing methods. For example, 
public housing rehabilitation was generally financed by direct 
grants between the CDBG entitlement community and the local 
housing authority. 

Of the 210 respondents who reported financing investor-owned 
rental rehabilitation with CDBG funds, 127 (60 percent) were using 
loans, usually full loans, to do so. In fact, 53 of 127 used 
nothing else but loans. In contrast, only 72 respondents (34 per- 
cent) used grants and 63 (30 percent) used interest subsidy pay- 
ments. Except for one instance, loan guarantees were used with 
another financing method. 

When financing methods were used in combination, the predom- 
inate combinations were (1) loans and interest subsidy payments, 
and (2) loans and grants. Loans and interest subsidy payments 
accounted for 17 of the 96 combinations and loans and grants were 
14 of the combinations. Table 26 shows the financing methods CDBG 
communities used. 

A further analysis of questionnaire responses showed that 152 
CDBG entitlement communities (72 percent) used two or less financ- 
ing methods to rehabilitate private rental units. Less than 10 
percent used more than three financing methods. 

Table 26 

Types of CDBG Financing for Rental Rehabilitation 

Financing method Single use Combinations Total 

------(number of respondents)------ 

Grants 29 43 72 
Loans 53 74 127 
Loan guarantees 1 26 27 
Interest subsidy payments 16 47 63 
Other 15 33 48 

We found that when financing methods were used in combination: 

--Grants were most likely combined with loans (33 percent), 
with interest subsidy payments (16 percent), and with 
loan/interest subsidy payments (14 percent). 

--Loans were most likely combined with grants (19 percent), 
with interest subsidy payments (23 percent), and with other 
financing methods (19 percent). 
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--Loan guarantees were most likely combined with loans (23 
percent) and with loan/interest subsidy payments (19 
percent). 

--Interest subsidy payments were most likely combined with 
loans (36 percent) and with grants (15 percent). 

Of the 246 communities which reported that they rehabilitated 
rental housing, 90 provided us with detailed data on 22 housing 
interventions. 1/ Most of these interventions (82 percent) 
involved rehabilitating investor-owned, single and multifamily 
rental units. The remaining interventions involved public housing 
modernization and rehabilitation. Table 27 on page 66 shows the 
number of respondents using various financing methods to fund the 
two major housing activities. 

l/Except where noted, all of the data to follow was provided by 
90 cities and counties which responded to our detailed questions. 
Seventy-four respondents provided detailed data on 18 interven- 
tions involving rehabilitation of investor-owned rental units 
and 16 respondents provided detailed data on 4 interventions 
involving public housing modernization and rehabilitation. 
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Table 27 

Types of Rental Financing Methods 
Local Governments Used 

Under CDBG (1975 to mid-1981) 

Single financing 
methods 

Full grants 
Partial grants 
Conditional grants 
Full loans 
Partial loans 
Forgivable loans 
Deferred loans 
Loan guarantees 
Equity participation 

loans 
Interest subsidy 

payments 
Grantee service 
Other 

Total 

Combination financing 
methods 

Full loan/interest 
subsidy payments 

Partial loan/interest 
subsidy payments 

Conditional loan/ 
interest subsidy 
payments 

Other combinations (3) 

Total 

Total 

Respondents financing 
rehabilitation of 

investor-owned units 
with CDBG funds 

Number Percent Number Percent 

1 1.0 
9 9.5 
7 7.4 

28 29.5 
9 9.5 
2 2.1 
2 2.1 
2 2.1 

10 
4 

1 

62.5 
25.0 

6.3 

1 

13 
5 
1 - 

80 

1.0 

13.7 
5.3 
1.0 1 - 6.3 

04.2 16 a/100.0 - 

3 

3 

2 
7 - 

15 

3.2 

3.2 

2.1 
7.4 

15.9 

a/100.0 b/95 -- 

a/Does not add due to rounding. 
b/Local officials representing 74 communities - 

Respondents financing 
rehabilitation of 

public housing units 
with CDBG funds 

- 

16 =. 

provided detailed 
data on 95 investor-owned rental rehabilitation interventions. 
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COMMUNITIES MAINLY ASSISTED 
LOW- AND MODERATE-INCOME RENTERS 

Local officials which provided us with detailed data on their 
CDBG rental housing rehabilitation interventions reported that 
their programs irJere targeted to helping low- and moderate-income 
households and households living in substandard rental units. In 
addition, CDBG funding was frequently combined with Federal and 
private funds to provide the needed assistance. 

A discussion of investor-owned 
rental rehabilitation activities 

As mentioned, most of the interventions (82 percent) involved 
rehabilitating investor-owned rental units. About 51 percent of 
the respondents did not identify the total number of units assisted 
or the income and/or race of the tenant households assisted. Local 
officials that did provide detailed data, however, reported that 

--94 percent of the housing interventions (and 91 percent of 
the funding) were targeted to low- and moderate-income 
families and/or to substandard housing units; 

--over 94 percent of the renter households assisted had low- 
or moderate-incomes and 51 percent were nonwhite: and 

--44 percent of the housing interventions involved non-CDBG 
funding, primarily private and other Federal funds. 

Rental housing interventions 
were highly targeted 

Effective targeting enhances the impact of rental reha- 
bilitation efforts by directing programs to those in greatest need. 
Therefore, we asked communities if they used targeted neighborhoods, 
substandard housing conditions, 
criteria. 

or tenant incomes as eligibility 
Communities reported that they used at least one of the 

three criteria on 93 of 95 interventions (98 percent)--substandard 
housing conditions (81 percent), 
cent), 

targeted neighborhoods (77 per- 
and tenant incomes (51 percent). In fact, 82 percent of the 

interventions dere targeted by more than one eligibility criteria. 
Table 28 on page 68 shows the number of housing interventions by 
targeting criteria. 
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Table 28 

Number of Interventions by Targeting Criteria 

Number of 
Targeting criteria interventions 

Specific area (A) 5 
Substandard housing conditions (B) 6 
Tenant income (C) 4 
Combinations A, B, and C 27 
Combination A and B 34 
Combination A and C 7 
Combination B and C 10 - 

Percent 

5.3 
6.3 
4.2 

28.4 
35.8 

7.4 
10.5 

Tota 1 93 
None 2 - 

97.9 
2.1 

Total 95 = 100.0 

Of the 95 interventions, 48 (51 percent) had income eligibil- 
ity criteria, which in 90 percent of the cases was HUD's section 
8 income criteria. Section 8 income limits are 80 percent of the 
area's median income adjusted for family size. HUD considers 
household incomes that are 80 percent or below the area's median 
as being low- and moderate-income households. Therefore, almost 
50 percent of the interventions restricted the activity to 
low- and moderate-income households. 

The case study locations also used targeting mechanisms in 
combination. For example, Pittsburgh had a citywide rental reha- 
bilitation program which required that rehabilitated units be 
occupied by a household meeting section 8 criteria. Such criteria 
was waived if the rehabilitated unit was located in depressed areas 
of the city. Whereas, Seattle also had a citywide program, it was 
usually tied to the section 312 program. Section 312 criteria 
restricts rehabilitation work to specific areas within the 
locality. 

Our analysis showed that 91 percent of the rental rehabilita- 
tion funding assisted low- and moderate-income renters. Thus, it 
would appear that program targeting other than by income, can 
effectively target housing assistance to low- and moderate-income 
households since only 51 percent of the interventions were targeted 
by income. 

Low- and moderate-income 
households benefited the 
most from CDBG interventions 

As pointed out in the previous section, rental housing 
rehabilitation interventions were heavily targeted. Therefore, it 
comes as no surprise that local officials reported that most of the 
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households they assisted were either low- or modern te-income. 
The case study locations, however, had little data supporting 
characteristics of households which were assisted. 

Local officials reported that, during the last activity year, 
2,647 renter households were assisted using the 95 housing inter- 
ventions. They provided income data on 1,410 households which 
showed that about 94 percent of the households had low to moderate 
incomes. Data by race was available for 1,597 households of which 
51 percent of the assisted households were nonwhite. 

The case study locations had little data concerning the char- 
acteristics of tenants occupying CDRG rehabilitated rental units. 
For example, Pittsburgh financed the rehabilitation of 800 rent?1 
units but did not have demographics on tenants occupying the units. 
Likewise, Seattle rehabilitated 410 units and had no tenant 
demographics. 

CDBG funding was often 
combined with other fundincr 

Local officials reported that substantial non-CDBG funding 
was combined with CDBG financing. Private funds were the primary 
non-CDBG funding source. Several of the case study locations also 
had substantial non-CDBG funding interventions. 

Local officials representing 74 communities provided detailed 
data on 95 investor-owned rental rehabilitation interventions. 
Total funding for these interventions in the last activity year was 
$19.7 million of which $12.6 million (64 percent) was provided by 
CDBG . Of the 95 interventions, 53 (56 percent) were totally funded 
by CDBG and accounted for 1,666 (63 percent) of the 2,647 rental 
households or units assisted. Private funds were the primary 
source of non-CDBG funds used to rehabilitate investor-owned rental 
properties. In fact, 33 of the 95 rental rehabilitation interven- 
tions involved some private financing. The median private funding 
share of rehabilitation costs on these 33 interventions was 67 per- 
cent of the total costs. The only other significant funding source 
was other Federal programs. Of the 95 interventions, 8 had some 
Federal funds other than CDBG, with the median Federal share being 
44 percent of rehabilitation costs. 

The reported Federal cost-sharing may be understated because 
when we asked local officials, "in addition to CDBG funds, which 
(if any) of the following Federal housing programs are used to help 
finance this activity," they reported that 59 of the 95 interven- 
tions involved other Federal programs. In contrast, cost-sharing 
percentages were reported for only eight interventions. Table 29 
on page 70 shows what Federal programs were reported as (1) being 
used with the 59 CDBG funded housing interventions and (2) 
providing cost-sharing for 8 interventions. 
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Table 29 

Federal Programs Involved With CDBG 
Rental Rehabilitation Interventions 

Federal program 

--- Number of responses 
Participation 

Federal involvement in cost 

Section 312 24 4 
Section 8 existing 28 
Section 8 rehabilitation 21 4 
Other 18 5 - - 

Total a/91 b/13 -- -- - - 
a/Involved 59 interventions, 
i?/Involved 8 interventions. 

which may or may not include funding. 
- 

Part of the reason for the inconsistency is that housing 
interventions were tied to the section 8 program. This program 
provides only rental assistance payments to tenants and not financ- 
ing for rehabilitation. Most likely, some of the CDBG funded reha- 
bilitated rental units are being occupied by tenants receiving 
section 8 rental assistance payments. 

However, a similar conclusion cannot be drawn for the section 
312 rehabilitation program. This program funds rehabilitation cost 
and should have been shown as participating in cost. A possible 
explanation is that the cities and counties showed Federal programs 
which were also involved in rental rehabilitation activity but not 
in "this particular CDBG activity." 

Two of the case study locations illustrate the involvement of 
non-CDBG financing. For example, St. Louis spent $54.3 million to 
to rehabilitate 1,597 rental units. Financing was provided by a 
Federal program other than CDBG ($28.2 million}, private funds 
($12.7 million), CDBG ($7.9 million), and the State ($5.5 million). 

At another location--Seattle-- $3.2 million was spent on rental 
rehabilitation of which $793,000 was section 312 funds and $235,000 
was private funds. The latter two funding services were combined 
with $86,000 in CDBG funds to rehabilitate 59 rental units. The 
remaining CDBG funds (about $2.1 million) totally financed rehabil- 
itation of single-room units --units in which tenants shared 
kitchens and and bathrooms. 

Costs per unit 

It was not possible to determine per unit rehabilitation costs 
from the questionnaire results since communities reported the 
average loan or grant which financed rehabilitation of multifamily 
units. However, data obtained from case study locations provide 
some insight. 
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The three case study locations which were financing investor- 
owned rental rehabilitation showed significantly different cost 
data. Pittsburgh's per unit rental rehabilitation costs were rela- 
tively similar to its owner-occupied units--$7,680 rental costs 
compared to $6,605. Seattle's owner-occupied rehabilitation costs 
were substantially higher than rental costs--$9,742 compared to 
$5,900. The cost difference was probably due to the nature of the 
rental units. Seattle's primary rental rehabilitation program 
financed the rehabilitation of single-room units. Such costs 
should be lower than rehabilitating larger private units. 

St. Louis showed the most significant difference between 
rental and owner-occupied rehabilitation costs. Owner-occupied 
rehabilitation costs averaged about $3,600 in contrast to rental 
unit costs of over $34,000. Part of the cost difference was due 
to the poor condition of the city's rental housing stock. 

Several cities are 
using CDBG financing 
to modernize public housing 

Public housing modernization and rehabilitation activities 
were substantially less than owner-occupied and rental housing 
rehabilitation activities. Nevertheless, several respondents 
were devoting substantial CDBG resources to public housing. 

Overall, 90 respondents reported that they allocated CDBG 
funds totaling $95 million for public housing modernization and 
rehabilitation. The median allocation was $210,500, with 16 
respondents allocating $1 million or more. Of the 90 respondents, 
16 provided us with the following detailed data. 

--2,755 public housing units were assisted using CDBG funds 
totaling $6 million. Most of the units (2,693) were 
assisted in the last year the activity was funded. 

--4 of the 16 respondents reported combining CDBG funds with 
HUD's public housing modernization program funds. CDBG's 
share ranged from 5 to 50 percent. 

--lo of the 16 respondents reported some coordination with 
other Federal housing programs--primarily HIID's public 
housing programs. 

All four case study locations allocated CDBG funds totaling 
$1 million or more for public housing modernization and rehabilita- 
tion. One location--St. Louis --allocated $17.7, million, making 
the program the second largest of all the questionnaire respondents 
and case study locations. Only Washington, D.C., had a larger 
($21.6 million) CDBG-financed public housing program. 
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Between 1975 and 1981, Pittsburgh received $26.4 million from 
HUD to modernize its 9,688 public housing units. The city also 
allocated CDBG funds totaling $6.7 million to support the modern- 
ization effort. About 71 percent of CDBG funds were used on 1,984 
housing units in 3 of the 19 public housing projects in Pittsburgh. 
Activities funded included a complete modernization of one project 
($1.3 million), 1/ conversion of a dwelling unit to a recreation 
center ($0.8 miliion), and replacement of windows ($0.8 million), 
roofs ($0.9 million), and utility distribution systems ($0.6 
million). 

At another case study location--Seattle--the city allocated 
over $5 million to finance the acquisition and rehabilitation of 
existing city housing for public housing. Most of the acquisition 
and rehabilitation costs will be financed by HUD's Scattered Site 
Public Housing Program. CDBG funding financed the difference 
between HUD's cost allowances on these low-income public housing 
projects and the actual cost of developing the units. The city's 
CDBG allocation was based on an average of $4,000 difference per 
unit. 

NEW CONSTRUCTION AND OTHER 
RENTAL ACTIVITIES WERE LIMITED 

New construction and other rental activities have not received 
as much attention as rental rehabilitation activities. According- 
lYf very little detailed data was reported by the sample group. 

Although new construction activities are generally restricted 
by the CDBG regulations, a limited number of communities reported 
financing the construction of multifamily housing for rental to 
lower income families. About 7 percent reported financing con- 
struction of multifamily rental housing for nonprofit groups and 
for local housing authority management. Also, about 6 percent 
reported financing construction of investor-owned, multifamily ren- 
tal housing. The most frequent finance method used to construct 
multifamily rental housing was partial grants. Since very few 
locations financed construction activities, the data provided was 
not sufficient enough to make a detailed analysis on costs and 
beneficiaries. 

A limited number of communities also financed other rental 
activities. Our survey indicated that: 

--Twelve percent financed the weatherization of multifamily 
housing, primarily with full and partial grants and loans. 

--Ten percent financed the conversion of rental units to 
facilitate access by the elderly or handicapped, primarily 
with full grants. 

A/See photograph on page 74. 
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--Eight percent financed the acquisition, rehabilitation, and 
resale of multifamily housing, primarily with full, partial, 
and conditional grants and partial loans: and 

--Three percent financed the purchase of multifamily housing 
for local housing,authority management, primarily with full 
and partial grants. 

MANY COMMUNITIES DID NOT 
PROVIDE TENANT DEMOGRAPHICS 

Local officials responding to our questionnaire and case 
study locations often did not report how many rental units have 
been assisted and/or tenant characteristics. Without such data, 
we do not believe that CDBG entitlement cities and counties can 
adequately determine how effective their housing interventions are 
nor what housing and tenant needs still remain to be done. 

In response to our question "How many renter housing units has 
your city/county assisted under the CDBG program?" 75 of the 424 
respondents did not identify how many renter housing units were 
assisted. The renter identification problem is probably greater 
because 102 of the 355 cities and counties reported that no renter 
housing units were assisted. Therefore, if the 102 cities and 
counties were deleted, the nonresponse rate would be at least 23 
percent (75 out of a possible 322 locations). 

In providing detailed data about tenants occupying CDBG- 
assisted rental units, respondents also disclosed weaknesses in 
identifying tenant's income and race. Overall, only 36 of 74 (49 
percent) cities and counties could provide us with either data on 
units assisted, tenant's income, or race. 



THREE ADJACENT BUILDINGS WERE COMPLETELY RENOVATED TO CREATE THlS 36-UNIT PROJECT. HUD MODERNIZATION FUNDS 
PROVIDED $275,000 AND CDBG CONTRIBUTED $1.3 MILLION TOWARD RENOVATION. 



CHAPTER 5 - 

ATTITUDES OF LOCAL HOUSING OFFICIALS 

TOWARD A HOUSING BLOCK GRANT PROGRAM 

This chapter presents information on the attitudes of local 
government housing officials toward a housing block grant program. 
The key questions we presented to these officials Mere whether 
existing housing programs should be consolidated into a block grant 
and, if so, what form should the block grant take. Responses to 
our questionnaire indicate that these officials mainly support 
the block grant concept if Federal funds for housing increase. 
Support for the concept decreases significantly if Federal funds 
are assumed to decrease-- a distinct possibility because of current 
political sentiment. 

We also found that the majority of the local housing officials 
believe that: 

--Housing assistance to low- and moderate-income families 
living in substandard housing should be a primary goal. 

--Federal funding should be allocated by an "entitlement 
formula" with objectively measurable indexes. 

--Most Federal housing subsidy programs should be included 
in an overall block grant. 

--Housing assistance should be highly targeted to various 
household groups. 

--A long-term, all purpose block grant program dould be most 
beneficial. 

We sent our questionnaire to 133 randomly selected communities 
(115 cities and 18 urban counties) entitled to receive assistance 
under the CDBG program. We requested that the local housing offi- 
cial responsible for administering housing activities under the 
CDBG program complete the questionnaire. 
100 questionnaires. 

We received and analyzed 
The overall responses to each question are 

shown in our supplement to this report. 

We analyzed the responses by using four major analysis cate- 
gories-- the type of community, its population size, whether its 
population had grown or declined, and its geographic location. We 
received 100 responses from local officials representing (1) 83 
entitled cities and 17 entitled urban counties, (2) 79 communities 
with populations of less than 250,000, 15 with populations of 
250,000 to 499,999, and 6 with populations of 500,000 or more, (3) 
58 communities that had increases in population during the last 
10 years and 42 with declining populations, and (4) 31 Northeastern 
communities, 18 North-Central communities, 31 South communities, 
and 20 West communities. 
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THE EXTENT OF FEDERAL FIJYDING 
DICTATES THE LEVEL OF LOCAL 
SUPPORT FOR A BLOCK GRANT 

Whether Federal funds for housing increase, decrease, or 
remain the same strongly influences the level of support by local 
housing officials for a block grant program. Specifically, we 
found that: 

--The strongest showing of support for a block grant exists 
when the local officials assumed Federal funds would 
increase. In fact, 73 percent were strongly in favor 
(greatly or very greatly prefer) of a block grant under 
this assumption. 

--Support begins to erode when the officials Tssume funding 
levels remain constant. Under this assumption, 37 percent 
strongly favor a housing block grant. 

--Local support for a block grant markedly deteriorates when 
Federal funds are assumed to decrease. Over half of the 
local officials stated that they would not at all prefer a 
block grant. 

The last point is perhaps the most significant. While Federal 
funds for housing have historically increased, the current admini- 
stration is proposing to reduce Federal subsidies. This may have 
affected the local officials' responses. 

We asked each local housing official to what extent their 
community would prefer that the Congress consolidate most of the 
present categorical Federal housing programs into a housing block 
grant program if Federal funds received by the community were to 
either increase, remain the same, or decrease. Table 30 on page 
77 shows the percent of local officials preferring a housing block 
grant program under different funding levels. 
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Table 30 

percent of Local Housing Officials Preferring 
a Housing Block Grant Program IJnder Different 

Funding Levels 
(percent based on 100 responses) 

Level of preference 

Level of Federal funding 
Funds Funds remain Funds- 

increase the same decrease 

1 - - - - - - - - - - - - -  (percent)------------- 

Xot at all prefer 4 16 52 

Somewhat or moderately prefer 23 47 16 

Greatly or very greatly prefer 73 37 32 

Total 100 100 100 = = 
Table 31 on page 78 shows how the various types of communi- 

ties responded to our question. Specifically, it shows that the 
support for a housing block grant generally erodes as Federal 
funds decrease in all kinds of communities regardless of size, 
change in population, geographic location, or designation as a 
city or county. Communities with populations over 500,000, how- 
ever, generally supported a housing block grant under a11 funding 
levels. 
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Table 31 

Analysis of Local Housing Officials Indicating 
Strong Preference for Housing Block Grants (note a) 

Funds Funds remain Funds 
Community categories b/ increase the same decrease - 

--------------(percent)------------- 

Community type: 

City (83) 67 31 28 
Urban county (17) 76 53 41 

Population size: 

Less than 250,000 (79) 67 33 28 
250,000 to 499,999 (15) 73 33 27 
500,000 or more (6) 83 67 67 

Population growth/ 
decline area: 

Growth area (58) 
Decline area (42) 

67 38 33 
71 31 26 

Geographic region: 

Northeast (31) 81 42 32 
North Central (18) 61 28 28 
South (31) 68 35 29 
West (20) 60 30 30 

a/Strong preference, strong support, etc., is used throughout this - 
report to indicate those respondents that had a great or very 
great preference. 

b/The number in the ( ) under each community category represents 
the total number of responses. 
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HOUSING ASSISTANCE TO LOW- AND 
MODERATE-INCOME FAMILIES WOULD 
LIKELY BE EMPHASIZED UNDER A 
HOUSING BLOCK GRANT PROGRAM 

A major concern with a housing block grant program is 
whether many of the Federal Government's housing-related goals 
would be addressed if Federal direction were eliminated. Federal 
legislative and administrative actions have set forth a variety 
of housing goals over the years, including, among others, promot- 
ing homeownership, improving housing for the poor, and developing 
the Nation's neighborhoods. Concern has been expressed that, 
without Federal requirements, assistance for low-income families 
and some other groups may be hindered under a "no-strings" housing 
block grant program. 

To address this issue, we asked local housing officials to 
consider 15 major housing objectives. We asked them which objec- 
tives their communities would likely emphasize under a block 
grant program if Federal funds received by their communities were 
to increase, remain the same, or decrease. While each of the 15 
objectives was selected by at least one respondent as a high 
priority, we found that the most favored objectives would be (1) 
assisting low- and moderate-income households living in substandard 
housing and (2) improving the quality of blighted and deteriorated 
neighborhoods. To a lesser extent, local officials would emphasize 
increasing the total available supply of decent quality housing 
units. The overall responses for each objective under the differ- 
ent funding levels is shown in question 24 of the local attitudes 
questionnaire in our supplement to this report. 

By far, the most important housing objective was helping 
low- and moderate-income households living in substandard housing. 
Regardless of the future level of Federal funding, almost two- 
thirds of the respondents stated that it would be either their 
first, second, or third priority objective. In fact 40 to 44 
percent of the respondents listed helping low- and moderate-income 
households living in substandard housing as their first priority. 
Our analysis of these responses shows that this objective would be 
the number one objective for both cities and counties, communities 
in growth and decline situations, all population size groups, and 
all geographic regions. 

The second most favored housing objective was improving the 
quality of blighted and deteriorated neighborhoods. From 45 to 
52 percent of the respondents-- depending on the funding level-- 
indicated that improving the quality of neighborhoods would be a 
priority housing objective. Twelve to 14 percent of the respond- 
ents listed it as their first priority. Our analysis of these 
responses shows that the largest level of support for this 
objective generally came from cities, communities with populations 
of less than 250,000, and the Northeast and South. 
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Besides the two housing objectives mentioned above, only 
two other objectives were listed by more than one-fourth of the 
respondents as being one of their three major housing objectives. 
Both of these objectives are tied to new construction. The two 
objectives were (1) increasing the total supply of decent quality 
rental units and (2) increasing the total supply of decent quality 
owner housing units. The first objective was listed as a priority 
by 30 to 34 percent of the respondents, depending on the funding 
level, with 6 to 11 percent listing it as their first priority 
objective. The second objective was listed as a priority by 24 
to 32 percent of the respondents, depending on the funding level, 
with 5 to 6 percent listing it as their first priority objective. 

AN ENTITLEMENT FORMULA IS DESIRED 
TO DISTRIBUTE BLOCK GRANT FUNDS 

HIJD often uses distribution formulas to allocate Federal 
funds. These formulas describe various mathematical relationships 
or sets of relationships, specifying each eligible recipient's 
share of a given amount of Federal aid. Almost all (97 percent) 
of the local officials believed that an entitlement formula would 
be needed under a housing block grant program. In fact, only 
three respondents indicated that the block grant entitlement 
amount should be allocated on some basis other than a formula. 
At least two of these respondents, however, still indicated it 
was important to consider various entitlement formula factors. 

Entitlement formula precedents 

This section discusses three funding formulas HUD uses under 
housing and community development programs--the CDBG entitlement 
dual formula, the section 312 distribution formula, and the Fair 
Share formula. 

The dual formula used to distribute CDBG funds offers a model 
for measuring housing needs in rather broad terms, making it poten- 
tially applicable for a general purpose housing block grant. The 
original CDBG formula was based on population, poverty (weighted 
twice), and the extent of overcrowded housing. However, to assure 
ease of transition to CDBG from the categorical programs which it 
replaced, a "hold harmless" provision provided funding above the 
formula entitlement levels to communities which had participated 
extensively in the prior categorical programs. The hold harmless 
entitlements were phased-out in 1980. 

Concern developed that allocations based solely on the 
original formula would cause a substantial reduction in funding 
for cities experiencing substantial physical deterioration. These 
tended to be larger and older cities, especially those in the 
Northeast and North-Central regions. In response to this concern, 
a second entitlement formula was developed in 1977. It is based 
on population growth (weiqhted 20 percent), poverty (weighted 30 
percent), and age of housing (weighted SO percent). The 
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entitlement received by communities is the greater of the amounts 
computed under the original formula or the 1977 formula. 

The section 312 distribution formula is used to distribute 
funds for a specialized purpose-- housing rehabilitation. Under 
this system, HUD headquarters first calculates a formula amount 
for each HUD field office based on (1) community development and 
housing needs, (2) the local priority for rehabilitation, and 
(3) the local capacity to rehabilitate housing with section 312 
funds. Each of the three factors receives equal weight in deter- 
mining the field office amounts. Using the same indicators, each 
HUD field office then performs its own formula distribution, 
assigning target allocations to communities within its jurisdic- 
tion. The target allocations may be adjusted on the basis of 
local communities' performance in meeting priority objectives. 

The Fair Share formula, based on statutorily-prescribed cri- 
teria contained in section 213 (d) of the Housing and Community 
Development Act of 1974, has been used to distribute contract 
authority under both the section 8 and public housing programs. 
The basic criteria used in this formula are also applicable to 
the distribution of any funds available under sections 235, 236, 
202, and rent supplement programs. The formula is unique because 
of its small-area coverage and because it defines need basically 
in terms of rental housing. The factors used in this allocation 
formula include 1975 population data, extent of poverty, housing 
lacking plumbing facilities, extent of overcrowded housing, 
vacancy deficits, and renters with problems such as spending more 
than 25 percent of their incomes for housing expenses. 

Importance of entitlement 
formula 
housing block grant program 

We asked local housing officials how important it would be to 
have certain specific factors in any formula used for allocating 
entitlement amounts to eligible areas under a housing block grant 
program. The specific factors we identified and the replies we 
received are shown in table 32 on page 82. 
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Table 32 t 
1, 

Level of Importance of Entitlement Formula 
Factors IJnder a Housing Block Grant Program 

(percent based on 100 responses) 

Somewhat Greatly Missing 
or or very responses 

Entitlement Not at all moderately greatly or no basis 
formula factor important important important - -to judge 

------------------_- (percent)------------------ 

Current population 
Poverty 
Overcrowded housing 
Substandard housing 
Number of households 

needing housing 
assistance 

Vacancy rate 
Age of housing 
Population growth/ 

decline 
Unemployment 
Construction costs 
Cost of living 
Per capita income 
Local capacity to use 

funds 
Local capacity to plan 

and implement housing 
activities 

0 8 88 4 
7 44 43 6 
4 42 52 2 

6 38 53 3 
7 41 48 4 

10 44 41 5 
7 38 50 5 
5 50 40 5 

6 47 45 

4 32 61 

46 51 1 
20 76 3 
42 55 3 
10 89 1 

While none of the 14 factors was generally considered to be of 
no importance, only three factors were considered to be of great or 
very great importance by more than three-fourths of the officials. 
These were the extent of suhstandard housing (89 percent), the num- 
ber of households needing housing assistance (88 percent), and the 
extent of poverty (76 percent). Other factors considered to be of 
great or very great importance by between 50 and 75 percent of the 
local officials included the communities' capacity to plan and 
implement activities (61 percent), the extent of overcrowded hous- 
ing (55 percent), the changes in population (53 percent), the age 
of housing (52 percent), the communities' current population (51 
percent), and the cost of living in the community (50 percent). 

There was very little difference in the level of importance 
of the entitlement formula factors among cities and counties, 
population size groups, population growth and decline areas, and 
geographic regions. Our analysis showed that 67 percent of the 
communities with populations of 500,000 or more indicated that the 
substandard housing factor was greatly or very greatly important. 
Also, 55 percent of the communities in the West indicated that the 
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poverty factor was greatly or very greatly important. Moreover, 
80 percent of the local officials representing communities with 
populations between 250,000 and 499,999 and 71 percent of the 
entitled counties indicated that the current population factor 
was greatly or very greatly important. Fifty-seven percent of 
the areas with declining population and 50 percent of those with 
population growth indicated that the population growth/ decline 
factor was greatly or very greatly important. 

The responses of the communities in the Northeast and 
North-Central regions, which were the regions of primary concern 
in adopting a dual formula approach under the CDBG program, were 
somewhat surprising. As previously noted, the second CDBG entitle- 
ment formula is based on poverty, population growth lag, and age 
of housing. Although the communities in the Northeast and North- 
Central regions had a high response rate for the poverty factor, 
only 68 percent and 55 percent of the communities in the Northeast 
region and only 44 percent and 39 percent of the communities in 
the North-Central region indicated that the age of housing and 
population growth/decline factors, respectively, were greatly or 
very greatly important. 

LOCAL HOUSING OFFICIALS WANT MOST 
FEDERAL HOUSING PROGRAMS CONSOLIDATED 
INTO A HOUSING BLOCK GRANT PROGRAM 

One of the major issues in the design of a housing block 
grant program is the selection of eligible activities which can 
be funded under the program. Because the objective of a housing 
block grant is to provide maximum flexibility in program design 
to recipient jurisdictions, it has been argued that any list of 
eligible activities is potentially limiting and that a housing 
block grant should instead assert that any activity demonstrably 
connected to the housing objectives of the program should be 
inferred to be eligible. On the other hand, many observers agree 
that some list of eligible uses is desirable to reduce the risks 
of uneven interpretation by localities. 

j 

E 

Our questionnaire respondents indicated that--as a group-- 
most Federal categorical housing programs should be consolidated 
into a housing block grant program. The respondents also indica- 
ted, however, that it would be very important for a housing block 
grant program to include rehabilitation activities, particularly 
rehabilitation of owner-occupied, single-family housing, and other 
specific activities. 
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Which programs should be consolidated? 

We provided local housing officials a list of 18 existing 
categorical Federal housing programs I/ and asked them which .- 
programs should not be consolidated into a housing block grant 
program. Only one program-- the Urban Development Action Grant 
Program-- was cited by a majority of officials as a Federal program 
that should not be consolidated. The Federal programs receiving 
the strongest support for consolidation were the Urban Homestead- 
ing program, the Rehabilitation Loan program (section 3121, and 
the Lower Income Rental Assistance (section &-existing, rehabil- 
itation, and new construction) programs. Generally, the mortgage 
insurance programs received less support for consolidation than 
the other Federal programs. The results of this question are 
shown in table 33 on page 85. 

As shown in table 33, over two-thirds of the respondents 
indicated strong support for consolidating 7 of the 18 Federal 
housing programs. Further, 50 percent or more of the respondents 
favored consolidating all the Federal housing programs, except the 
Urban Development Action Grant Program. For this program, 35 per- 
cent of the respondents indicated that it should be consolidated 
into a block grant program. Generally, there were only slight 
differences in the responses for most Federal housing programs, 
regardless of the type of community, population size groups, 
population growth and decline areas, and geographic regions. 

&/These programs are described in a.pp. I. 
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Table 33 P  

Respondents Favoring Consolidation of Federal 
Housing Prosrams Into a Housins Block Grant Proaram 

(bercent based on 100 resbonses) 

Federal housing programs 

Section 8 Rehabilitation 
Urban Homesteading 
Section 8 New Construction 
Section 312 Rehabilitation Loan 
Section 8 Existing 
Section 202 Direct Loan for Elderly and Handicapped 
Low Income Public Housing 
Public Housing Modernization 
Flexible Subsidy (public housing troubled projects) 
FmHA Section 515 Rental Housing 
Section 236 Mortgage Insurance 
Title I Home Improvement Loan Insurance 
FmHA Section 502 Homeownership 
Section 235 and 235 Revised Mortgage Insurance 
Public Housing Operating Subsidy 
Section 221(d)(2) Mortgage Insurance 
Section 221(d)(3) and (4) Mortgage Insurance 
Urban Development Action Grant 

Percent 
favoring 

consolidation 

78 
77 
75 
7s 
73 
68 
67 
62 
42 
61 
60 
59 
59 
58 
54 
50 
50 
35 

Representatives from the staff of the U.S. Conference of 
Mayors and the National League of Cities told us that some of 
this information was inconsistent with the views held by locally 
elected officials. According to the representative from the Con- 
ference, local mayors have indicated that they do not want the 
responsibility for public housing because 

--public housing has been a committment made by the Federal 
Government to lower income households: 

--the Federal funding support system for public housing is 
a "bankrupted" system that the cities have no desire to 
inherit: and 

--the public housing program could potentially absorb a 
majority of, if not all, local housinq funds. 

Importance for a block grant 
program to include rehabilitation 
and other specific activities 

We also provided local housing officials a list of 25 specific 
housing activities and asked them how important it would be for a 
housing block grant program to include each of several specific 
housing activities. Overall, there were only seven specific 
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activities that a majority (above 50 percent) of the respondents 
indicated would be greatly or very greatly important to include 
under a housing block grant program, including rehabilitation and 
other activities such as emergency repairs and weatherization. 
The overall results of this question are shown in question 26 of 
the local attitudes questionnaire in the supplement. Table 34 
shows the results for the seven housing activities considered very 
important to include under a housing block grant program. 

Table 34 

Sousing Activities Considered Important To Include 
Under a Housing Block Grant Program 

(percent based on 100 responses) 

Somewhat Greatly Missing 
or or very responses 

Not at all moderately greatly or no basis 
important important important to judge Housing activities 

---l_l__-__-_____- (percent)-------------------- 

Rehabilitation of 
owner-occupied, 
single-family 
housing 

Weatherization of 
single-family 
housing 

Rental assistance 
to low- and 
moderate-income 
families 

Weatherization of 
multifamily 
housing 

Emergency repairs 

Rehabilitation of 
investor-owned, 
multifamily 
housing 

Site acquisition 
and clearance 
for construction 
of housing 

7 90 1 2 

5 24 71 0 

5 25 69 1 
R 

0 

2 

5 

5 

31 44 

32 61 

33 60 

34 53 12 
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For the two rehabilitation activities shown in table 34, 
there were only slight differences in the responses, reqardless 
of the type of community, population size groups and decline areas, 
and geographic regions. Except for the Xorth-Central region, a 
majority of the local housing officials from each analysis cate- 
gory considered it very important to include both of these 
rehabilitation activities. 

Overall, less than a majority of the local housing officials 
indicated that it would be greatly or very greatly important to 
include other rehabilitation and construction activities under a 
housing block grant program. Our analysis of these responses, 
however, shows that several of these rehabilitation and construc- 
tion activities were considered very important to include by a 
majority of the officials from specific analysis categories. For 
example, a majority of the local housing officials from 

--entitlement cities, communities with populations less than 
250,000, and communities in the South consider it very 
important to include rehabilitation or modernization of 
local housing authority multifamily housing: 

--communities in the South and communities with populations 
between 250,000 and 499,999 consider it very important to 
include rehabilitation of investor-owned, single-family 
housing: 

--communities with populations of 500,000 or more, communi- 
ties in the West, and population growth areas consider it 
very important to include construction of multifamily 
housing for local housing authority management: and 

--entitlement counties, communities with populations of 
250,000 or more, and communities in the West consider it 
very important to include construction of investor-owned, 
multifamily rental housing. 

On the other hand, two of the four activities that one-third 
or more of the officials indicated would not be at all important 
to include under a housing block grant program were construction 
activities --construction of investor-owned, single-family rental 
housing (41 percent said that it was not important) and construc- 
tion of single-family housing for local housing authority 
management (39 percent said that it was not important). 

LOCAL HOUSING OFFICIALS WANT 
HOUSING ASSISTANCE TARGETED 
TO VARIOUS HOUSEHOLD GROUPS 

The concept of targeting is, simply put, providing housing 
assistance to various groups with specific characteristics, such 
as living in poverty or in overcrowded houses. One of the most 
controversial issues confronting a housing block grant is the 
balance needed between maximum local flexibility and the national 
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interest 0;: assuring that lower income households have access to 
housing. Under the CDBG program, for example, targeting require- 
ments were imposed in response to concerns that not enough program 
funds were benefiting the poor. Some critics claim that the program 
has become increasingly encumbered with Federal progrim rigidities 
which interfere with effective local use of funds. In fact, recent 
CD% program changes have been designed to eliminate this rigidity. 

TO provide insight into this arel, we asked local housing 
officials how im,oortnnt it would be, under a housing block grant 
program, to target eligible housing assistance activities to vari- 
ous groups by household type, needs, and income levels. Overall, 
local housing officials indicated th3t a housing block grant 
program should be highly targeted. 

By household type, 77 percent of the local housing officials 
stated that it would be greatly or very greatly important to tar- 
get assistance to elderly households, 62 percent stated it would 
be greatly or very greatly important to target assistance to large 
family (5 persons or more) households, and 55 percent stated it 
would be greatly or very greatly important to target assistance to 
small family (1 to 4 persons) households. This attitude was qener- 
ally the same for each of the four analysis categories. Table 35 
summarizes the responses on the importance of targeting assistance 
under a block grant program to household type groups. 

Table 35 

Targeting Assistance by Type of Household 
Under a Housing Block Grant Program 
(percent based on 100 responses) 

Household type 

Somewhat Greatly Missing 
or or very responses 

Not at all moderately greatly or no basis 
important important important to judge 

------q-e------___ (percent)------------------ 

Elderly 5 16 77 2 

Small family 
(1 to 4 persons) 6 37 55 2 

Large family 
(5 persons or 
more) 5 31 62 2 

By household needs, 91 percent of the local housing officials 
stated that it would be greatly or very greatly important to target 
assistance to households living in substandard housing. Only 59 
percent, however, indicated it would be greatly or very greatly 
important to target assistance to households paying an excessive 
proportion of their incomes for housing expenses, and only 



tS5 percent indicated that it would be greatly or very greatly 
important to target assistance to households living in overcrowded 
housing. Table 36 below summarizes the responses on the importance 
of targeting assistance under a block grant program to household 
need groups. 

Table 36 

Targeting Assistance to Youseholds Needing 
Assistance lJnder a Housing Block Grant Program 

(percent based on 100 responses) 

Type of need 

Somewhat Greatly Missing 
or or very responses 

Not at all moderately greatly or no basis 
important important important to judge 

-------------I------ (percent)------------------ 

Living in sub- 
standard housing 1 5 91 3 

Living in over- 
crowded housing 4 39 55 2 

Paying an excessive 
proportion of their 
incomes for housing 
expenses 3 34 59 4 

By household incomes, 92 percent of the local housing offi- 
cials stated that it would be greatly or very greatly important to 
target assistance to low-income households, and 75 percent stated 
the same for moderate-income households. However, only 10 percent 
stated that it would be greatly or very greatly important to 
target assistance to middle-income households, and only 1 percent 
supported targeting assistance to upper-income households. In 
fact, 77 percent of the officials stated that it would not be 
important at all to target assistance to upper-income households. 
The strongest support for targeting assistance to middle-income 
households came from communities with populations between 250,000 
and 499,999 (27 percent), entitled counties (23 percent), and 
communities in the Northeast region (19 percent). In addition, 
communities with populations between 250,000 and 499,999 favored 
targeting assistance to moderate-income households (I.00 percent) 
over low-income households (93 percent). On the other hand, only 
50 percent of the communities with populations 500,000 or more 
favored targeting assistance to moderate-income households. Table 
37 on page 90 summarizes the responses on the importance of tar- 
geting assistance under a block grant program to household income 
groups. 
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Table 37 

Targeting Assistance by Household Income GrOups 
Under a Housing Block Grant Program 
(percent based on 100 responses) 

Household 
income groups 

Somewhat Greatly Missing 
Of or very responses 

Not at all moderately greatly or no basis 
important important important to judge 

--------------w--e (percent)------------------- 

Low income 0 3 92 5 

Moderate income 0 20 -75 5 

Middle income 17 68 10 5 

Upper income 77 15 1 7 

The high percentage of local housing officials indicating 
that assistance under a housing block grant program should be tar- 
geted to low- and moderate-income households and households living 
in substandard housing is consistent with the most important hous- 
ing objective these officials stated they would likely emphasize 
under such a program. As previously noted, almost two-thirds of 
the officials stated that the most important housing objective was 
helping low- and moderate-income households living in substandard 
housing. 

A LONG-TERM, ALL PURPOSE 
HOUSING BLOCK GRANT IS SEEN 
AS HAVING THE GREATEST BENEFIT 

One of the major issues in designing a housing block grant 
program is the nature of spending authority to be allowed. The 
current method for providing spending authority for subsidized 
housing is to "obligate" (earmark) funds for all estimated program 
costs at the time that housing projects are initially approved, but 
to spread out the payments against these obligations over a period 
of 15 to 40 years. Other approaches include havinq (1) budget 
authority intended for short-term use, as is done in the CDBG pro- 
gram and (2) budget authority with flexibility over the expenditure 
time period. 

It is important to understand that any allocation scheme for 
spending authority would create a bias in favor of some types of 
housing subsidies. For example, the allocation mechanism will 
likely affect the flexibility localities have in choosing between 
new construction programs or relying on existinq housing stock. 
Programs oriented toward building new houses require assured fund- 
ing over a considerable period of time to be effective. Without 
long-term spending authority, subsidies would have to take the 
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form of a relatively large lump sum payment to "write down" costs 
at the outset to interest developers to construct projects. This 
reduces the number of units to be assisted in any one year. There- 
fore, with short-term spending authority localities will likely 
rely on existing housing stock. 

Below are brief descriptions of four alternative models. 
Each has been identified as having potential to be the basis for 
a housing block grant program. Each model considers not only the 
type of spending authority, but housing delivery mechanisms as 
well. Furthermore, the division of responsibility between Federal 
and local control over the mix of resources for income maintenance, 
housing conservation, and housing production are addressed in each 
of these models. The models are: 

--A long-term, all purpose housing block grant. This model 
would provide budget authority (the authority provided by 
law to enter into obligations that will result in immediate 
and future outlays involving Federal Government funds) to 
eligible areas for use in a wide range of housing activi- 
ties. Localities would plan for multiyear expenditure of 
funds obligated in any one year. These plans would be sub- 
ject to Federal control either through contract authority 
(statutory authority that permits obligations to be incur- 
red in advance of appropriations for the payment of such 
obligations) or percentage caps on annual outlays. IJnder 
this model, each eligible area would be responsible for 
determining the mix of resources and the method of delivery. 

--A short-term, all purpose housing block grant. This model 
is similar to the long-term housing block grant model, 
except that program funding would be for a shorter time 
period. Each eligible area would be responsible for 
determining the mix of resources and the method of delivery. 

--Allocating budget authority under current programs. In 
this model, some or all of the current housing subsidy pro- 
grams would continue to be funded. Eligible areas would be 
informed of their formula allocation of budget authority and 
could choose from a range of existing federally administered 
programs. This model would defer to each eligible area the 
responsibility of selecting a mix of those Federal programs 
considered appropriate to meet local housing needs. 

--A Limited purpose housing block grant. This model differs 
from the preceding models because it would provide funds for 
only certain types of activities. Specifically, it would 
combine the funds previously allocated to one or more hous- 
ing programs and substitute a formula-driven allocation 
designed to achieve the general purpose(s) of the replaced 
programs only. For example, funds for section 8 substantial 
and moderate rehabilitation could be combined into a 
rehabilitation block grant. This model would leave at the 
Federal level the responsibility for deciding the share of 
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resources to be devoted to each Federal need category. 
However, it also provides that, within these limited cate- 
gories, the local level would be responsible for 
determining the method of delivery. 

We asked each local housing official to indicate how benefi- 
cial each of the four alternative housing block grant models would 
be in providing the necessary housing assistance for their commu- 
nities to achieve their housing objectives and goals, considering 
their housing conditions and needs, as well as their capacity to 
plan, implement, and evaluate a housing block grant program. As 
table 38 below shows, 69 percent of the respondents believe that 
a long-term, all purpose housing block grant would be of either a 
great or very great benefit to their communities. The limited 
purpose model --the most restrictive-- was the least desired model, 
with 15 percent stating that it had great or very great benefit 
and, in fact, 55 percent said that it had some, little, or no 
benefit. 

Alternatives 

Table 38 

Potential Benefit of Four Alternative 
Housing Block Grant Programs 

(percent based on 100 responses) 

Some, Great 
little, or very 

or no Moderate great No basis 
benefit benefit benefit to judge 

---------------(percent)---------------- 

Long-term, all 
purpose model 11 13 69 7 

Short-term, all 
purpose model 21 35 35 9 

Current programs 
budget authority 
model 15 36 44 5 

Limited purpose 
model 55 23 15 7 

A representative from the staff of the U.S. Conference of 
Mayors told us that many elected officials would not prefer a long- 
term, all purpose model because cities would rather hold the Fed- 
eral Government responsible for long-term commitments for income 
assistance and the cities are hesitant about making long term 
commitments after observing the Federal governments consistent 
underestimating of the funds needed for assistance. 
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CHAPTER 6 

LOCAL HOUSING OFFICIALS DEFIFJE SPECIFIC 

GOVERNMENTAL ROLES UNDER A BLOCK GRANT 

The purpose of the housing block grant concept is to give 
local governments greater flexibility and control in the use of 
available housing funds. However, the extent of local control and 
flexibility will depend on specific Federal, State, and local roles 
in administering a housing block grant program. Closely related 
to this issue is whether localities can develop the technical capa- 
city needed to administer an effective block grant proqram. In 
this chapter we discuss local housing officials' attitudes toward 
(1) the specific Federal, State, and local roles in planning, 
implementing, and evaluating housing activities under 3 housing 
block grant program and (2) local capacity to plan, implement, and 
evaluate housing activities under the CDBG progrsm. 

Local housing officials responding (100 of 133) to our 
attitudes survey (see p. 75) overwhelmingly believed that local 
governments should have the major role in planning, implementing, 
and evaluating block grant activities. The officials further indi- 
cated that most local governments, based on their experiences, have 
the capacity necessary to plan and implement housing activities. 
The officials believed, however, that the Federal Government would 
be needed to help evaluate block grant performance based on speci- 
fic criteria, but with limited sanctions for noncompliance with 
most performance criteria. According to the local officials, State 
governments and regional groups should only be minimally involved 
in planning, implementing, and evaluating block grant activities. 

LOCAL GOVERNMENTS ARE 
SEEN AS HAVING THE 
GREATEST ROLE IN PLANNING 

Planning includes assessing housing conditions and needs, as 
well as establishing housing assistance objectives and goals for a 
community's housing activities. In this section we examine local 
housing officials' attitudes toward (1) planning activities under a 
housing block grant program and (2) local communities' capacity to 
plan housing activities under the CDBG program. 

Most communities would 
prefer to plan housing activities 

We provided local housing officials with a list of 12 specific 
planning activities that could be performed under a housing block 
grant program. We asked the officials (1) how important it would 
be, in the absence of Federal regulations, for their communities to 
perform each of the planning activities and (2) how involved vari- 
ous organizations--Federal, State, regional, local, and private-- 
should be in performing each planning activity under a housing 
block grant program. The specific planning activities are listed 
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and the responses are shown in question 29 of the local attitudes 
questionnaire in our supplement. 

The local housing officials indicated that setting priorities 
and selecting housing assistance activities to be funded would be 
the most important planning activity for them to perform. In fact, 
86 percent of the officials stated it would be greatly or very 
greatly important to perform under a block grant program. Other 
"very important" planning activities include surveying housing 
needs and conditions, setting housing assistance objectives, and 
selecting neighborhoods in which to locate housing projects. For 
each of these activities, over 70 percent of the officials stated 
it would be greatly or very greatly important to perform. 

Planning activities that officials indicated would be 
moderately important to perform include setting annual and long- 
term goals for housing assistance, selecting population groups 
in need of housing assistance, preparing grant applications and 
applications for other sources of funds, and including citizen 
participation in planning activities. Except for the citizen 
participation activity, between 60 and 70 percent of the officials 
stated that it would be greatly or very greatly important to per- 
form these activities. Only 39 percent of the officials indicated 
that citizen participation was greatly or very greatly important. 
Over 60 percent of the officials stated that the A-95 Areawide 
Clearinghouse l/ review activity would be not at all important to 
perform. - 

Little or no involvement was foreseen for either Federal 
or State organizations in any of the 12 planning activities. 
Instead, local housing officials overwhelmingly indicated that 
local organizations should be greatly involved in performing plan- 
ning activities under a block grant program. In fact, except for 
two activities --citizen participation and A-95 review--over 80 
percent of the officials stated that local organizations should be 
greatly or very greatly involved in performing each of the other 
activities. Some regional and private involvement was foreseen 
in surveying housing conditions and needs. In addition, some 
private involvement was indicated for setting housing assistance 
objectives, setting priorities and selecting housing assistance 
activities to be funded, selecting neighborhoods needing 
assistance, and helping citizens plan housing activities. 

Local communities' capacity 
to plan housing activities 
under the CDBG program 

Will local governments develop the capacity necessary to plan 
housing block grant activities? To help find out, we measured 

l/Office of Management and Budget Circular A-95 provides for the - 
designation of State and areawide clearinghouses to review and 
comment on applications for certain Federal grant funds. 
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three related items under the CDBG program. First, who influences 
decisions related to planning CDBG housing activities? Second, 
have communities overcome the barriers to planning that confronted 
them at the start of the CDBG program? Third, do communities con- 
stantly turn to others --particularly the Federal Government--for 
planning assistance? Although these are not perfect measures, 
they at least provide some indication of whether local governments 
can develop the capacity to plan under a housing block grant. 

Localities have major influence 
in planning CDBG activities 

We asked local housing officials what single organization has 
dominant responsibility for planning housing activities in their 
communities and the extent Federal, State, regional, local, and 
private organizations influence decisions relating to planning 
CDBG housing activities. The results of these questions are shown 
in questions 1-A and Z-A of the local attitudes questionnaire in 
our supplement. 

Almost 80 percent of the officials indicated that either 
local Departments of Community Development (57 percent) or the 
local planning agency (20 percent) has dominant responsibility for 
planning CDBG activities in their communities. Local officials 
indicated that while HUD has a moderate influence on planning 
activities, other Federal organizations have little or no influ- 
ence. With the exception of local citizens, who have moderate 
influence, and local special interest groups, which have some 
influence, private organizations have little or no influence on 
planning decisions. Also, State organizations, including State 
housing agencies, have little or no influence related to planning 
CDBG housing activities. 

Localities are able to overcome 
most barriers to planning 

We asked local housing officials to what extent various 
factors were initially and are currently a barrier to their commu- 
nities' capacity to plan CDBG housing activities. These factors 
are identified and the results are shown in questions 3-A and 4-A 
of the local attitudes questionnaire in our supplement. 

Initially, none of the factors were cited as significant 
barriers. In fact, most of the factors were only considered as 
being "somewhat" a barrier to planning. Furthermore, in most 
cases, the extent of these barriers have been reduced. The only 
factors that are still perceived as somewhat of a barrier to 
planning are the lack of a long-term Federal financial commitment 
(which is perceived now as a moderate barrier), the shortgage of 
funds from private lending institutions, and Federal regulations. 
The most significant barrier to a community's capacity to plan CDBG 
activities is the lack of a long-term Federal financial commitment, 
with 46 percent of the local housing officials indicating it is 
currently a great or very great barrier. Almost 30 percent of the 
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officials stated that the shortage of funds from private lending 
institutions is currently a very great barrier. 

Although the extent that staffing (lack of staff, trained 
staff, or experienced staff) is a barrier to planning has been 
reduced, 40 percent of the respondents still indicated that staff- 
ing is currently a barrier to planning. Related to specific 
planning activities, 28 percent stated that staffing is a barrier 
in surveying housing conditions and 26 percent stated that staffing 
is a barrier in surveying housing assistance needs. 

Localities provide 
most technical assistance 
needed to plan activities 

We asked local housing officials to indicate if their commu- 
nities needed technical assistance from others for the various 
planning activities. Generally, less than half of the officials 
indicated that their communities needed technical assistance for 
any of the planning activities. The only exception was in setting 
long-term goals for housing assistance, where 51 percent of the 
officials stated that technical assistance was needed. The results 
are shown in question 5 of the local attitudes questionnaire in 
our supplement. 

We also asked the officials to indicate how much technical 
assistance their communities received from Federal, State, 
regional, local, and private sources. The officials told us that 
little or no assistance was received from State, regional, or 
private sources for any of the nine specific planning activities. 
Although some assistance was received from Federal sources--partic- 
ularly for setting annual and long-term housing assistance goals-- 
the majority of assistance was received from local sources for 
each planning activity performed under the CDBG program. 

HUD officials told us that they believe many communities do 
not recognize that they need technical assistance until that need 
is pointed out by HUD. In fact, from fiscal year 1979 to 1981, HUD 
has provided-- through the Secretary's Disretionary Fund--about $14 
million to promote housing rehabilitation training and advisory 
services to communities. The officials also said that, under a 
housing block grant program, technical assistance should be 
provided early in the program to help improve local management. 

LOCAL AND PRIVATE ORGANIZATIONS 
ARE SEEN AS HAVING MAJOR ROLES 
IN IMPLEMENTING BLOCK GRANTS 

Implementation includes administering and managing a variety 
of housing activities necessary to carry out a community's housing 
assistance objectives and goals. In this section we examine local 
housing officials' attitudes toward (1) implementing activities 
under a housing block grant program and (2) local communities' 
capacity to implement housing activities under the CDBG program. 
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Most communities would 
prefer to perform block 
qrant implementing activities 

We provided local housing officials with a list of 18 specific 
implementation activities that could be performed under a housing 
block grant program. We asked the officials (1) how important it 
would be, in the absence of Federal regulations, for their communi- 
ties to perform each of the implementation activities and (2) how 
involved should Federal, State, regional, local, and private orga- 
nizations be in performing each implementation activity under a 
housing block grant program. The specific implementation activi- 
ties are listed, and the responses are shown in question 30 of the 
local attitudes questionnaire in our supplement. 

The local housing officials indicated that monitoring project 
activities and publicizing housing assistance programs would be 
their most important implementation activities, with 78 percent 
and 71 percent, respectively, stating that these actitivies would 
be greatly or very greatly important to perform under a block grant 
program. The officials also indicated that most implementation 
activities would be moderately important to perform. However, 
implementation activities that the officials indicated would only 
be somewhat important to perform include mortgage credit analysis, 
underwriting mortgage insurance and loans, and wage rate analysis. 
Overall, about 20 percent of the officials stated that these 
activities would not be important at 311 to perform. 

Local housing officials indicated that local organizations 
should be heavily involved in performing implementation activities, 
with relatively moderate involvement by private groups. In fact, 
for only two activities-- underwriting mortgage insurance and loans 
and wage rate analysis --were local organizations seen as having a 
less than moderate involvement. Little or no involvement was fore- 
seen for State and regional organizations in most of the implement- 
ing activities. The Federal Government was expected to be involved 
minimally in most areas. Areas where the Federal Government's role 
is desired include (1) performing compliance reviews, (2) enforcing 
sanctions for noncompliance, and (3) underwriting mortgage loans 
and insurance. 

Local communities' capacity 
to implement housing activities 
under the CDBG program 

To determine whether local governments will develop the 
capacity to implement housing block grant activities, we attempted 
to measure 

--the level of influence local organizations and others 
have on decisions related to implementing CDBG housing 
activities, 

97 



--the extent communities have overcome the barriers to 
implementation that confronted them at the start of the 
CDBG program, and 

--the extent technical assistance was received from local 
and other sources-- particularly the Federal Government--for 
CDBG implementing activities. 

Although these are not perfect measures, they do provide some 
indication of whether local governments can develop the capacity 
to implement activities under a housing block grant program. 

Localities have major influence 
in implementing CDBG activities 

We asked local housing officials what single organization 
has dominant responsibility for implementing housing activities 
in their communities and the extent Federal, State, regional, 
local, and private organizations influenced decisions relating 
to implementing CDBG housing activities. The results are shown 
in questions 1-B and 2-B of the local attitudes questionnaire in 
our supplement. 

Almost 70 percent of the officials indicated that either 
the local Departments of Community Development (57 percent) or 
the local housing authorities/agencies (12 percent) has dominant 
responsibility for implementing housing activities in their com- 
munities. Local Departments of Community Development also have 
the major influence on implementing decisions relating to the CDBG 
program. Local officials indicated that while HUD has a moderate 
influence on implementing decisions, other Federal organizations 
have little or no influence. Private organizations having some 
influence on implementing decisions include local citizens, local 
banking and financial institutions, private housing developers, 
nonprofit housing corporations and community development agencies, 
and local special interest groups. State and regional organiza- 
tions have little or no influence on decisions related to 
implementing CDBG housing activities. 

Localities are able to overcome 
most barriers to implementation 

We asked local housing officials to what extent various 
factors were initially and are currently a barrier to their com- 
munities' capacity to implement CDBG housing activities. These 
factors are identified and the results are shown in questions 3-B 
and 4-B of the local attitudes questionnaire in our supplement. 

Initially, many of the factors were considered somewhat of 
a barrier to implementation. In most cases, however, the extent 
of these barriers have been reduced. The only factors that are 
still somewhat of a barrier to implementation are the lack of 
long-term Federal financial commitments, shortage of funds from 
private lending institutions, Federal regulations, and Federal 
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recordkeeping and/or reporting requirements. The most significant 
barriers are the lack of long-term Federal financial commitments 
and shortage of funds from private lending institutions, with 41 
percent and 34 percent, respectively, of the local housing offi- 
cials indicating that these barriers are a great or very great 
barrier to implementation. Less than 30 percent of the officials 
stated that Federal regulations and Federal recordkeeping/reporting 
requirements are a great or very great barrier. 

Although the extent that staffing (lack of staff, trained 
staff, or experienced staff) is a barrier to implementation has 
been reduced, 49 percent of the respondents still indicated that 
staffing is a barrier to implementation. Related to specific 
implementation activities, 24 percent stated that staffing is a 
barrier in coordinating financial techniques; 21 percent stated 
that it is a barrier in counseling homeowners and tenants; 18 
percent stated that it is a barrier in supervising project design, 
financing, contracting, and inspection: and 16 percent stated 
that it is a barrier in processing loans and grants. 

Localities provide most 
technical assistance 
needed to implement activities 

We asked local housing officials to indicate if their commu- 
nities needed technical assistance for the various implementing 
activities. Although less than half of the officials indicated 
that their communities needed technical assistance for any of the 
implementing activities, the greatest need was generally for the 
same activities where staffing was a barrier--coordinating finan- 
cial techniques: counseling homeowners and tenants: supervising 
project design, financing, contracting, and inspection; and 
processing loans and grants. The results are shown in question 
6 of the local attitudes questionnaire in our supplement. 

We also asked the officials to indicate how much technical 
assistance their communities received from Federal, State, 
regional, local, and private sources. The officials told us that 
little or no assistance was received from either Federal, State, or 
regional sources for any of the specific implementing activities. 
Although some assistance was received from private sources-partic- 
ularly for coordinating financing techniques--the majority of 
assistance was received from local sources for each implementing 
activity performed under the CDBG program. 

LOCAL AND FEDERAL GOVERNMENTS ARE 
SEEN AS HAVING MAJOR EVALUATION ROLES 

Evaluation includes assessing (1) the housing activities' 
impact on accomplishing housing assistance objectives and goals, 
(2) local communities' conformance to applicable laws and regula- 
tions, and (3) local communities' capacity to plan and implement 
housing activities. In this section we examine local housing 
officials' attitudes toward (1) evaluating activities under a 

P 
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block grant program and (2) local communities capacity to evaluate 
housing activities under the CDBG program. 

Federal Government would 
be needed to help evaluate 
block grant performance 

We asked local housing officials how involved Federal, State, 
regional, local, and private organizations should be in performing 
evaluation activities under a housing block grant program. The 
results are shown in question 31 of the local attitudes 
questionnaire in our supplement. 

Local housing officials, in general, indicated that local 
organizations should be greatly involved, and the Federal organiza- 
tions should be moderately involved, in monitoring program activi- 
ties, conducting program fiscal audits, and conducting program 
performance reviews. Some involvement by private organizations 
would also be needed in conducting program fiscal audits. As in 
previous sections, little or no involvement was foreseen for State 
or regional organizations in performing any of the activities. The 
average level of involvement by Federal, State, regional, local, 
and private organizations for each potential evaluation activity 
is shown in table 39 below. 

Table 39 

Average Level of Involvement Needed in 
Evaluating Block Grant Activities (note a) 

Evaluation activities Federal State Regional Local Private 

Monitor program activities 3.0 1.3 1.4 4.3 1.9 

Conduct program fiscal 3.0 1.4 1.2 3.9 2.1 
audits 

Conduct program performance 3.1 1.3 1.3 4.3 1.7 
reviews 

a/Ratings are based on mean scores from 1 to 5; where 1 equals 
no involvement, 2 equals some involvement, 3 equals moderate 
involvement, 4 equals great involvement, and 5 equals very great 
involvement. 

We also provided local housing officials with a list of 13 
performance criteria that could be used for evaluating performance 
under a housing block grant program. We asked the officials (1) 
which of the criteria should be used for evaluating performance 
under a housing block grant program and (2) what sanction would be 
appropriate for noncompliance with the performance criteria. The 
performance criteria and sanctions are listed and the results are 
shown in question 32 of the local attitudes questionnaire in our 
supplement. 
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As shown in table 40 below, the vast majority of the officials 
believed that most of the performance criteria would be needed 
under a housing block grant program. Except for two criteria, over 

Table 40 

Performance Criteria and Sanctions 
Needed 1Jnder a Block Grant Program 

(percent based on 100 responses) 
Sanctions 

Performance criteria 

Criteria No sanction Issue 
should should be warning 

be used imposed letter 
-----------(percent) ---------a-- 

Achieve and maintain capacity 
to implement program 87 12 66 

Prevention of fraud, waste, and 
abuse 87 3 45 

Rate of progress achieved in 
moving activities into execution 86 12 73 

Progress achieved in meeting 
objectives/goals established 
under a housing plan 

Achieve and maintain capacity 
to plan the program 

Compliance with applicable 
local laws and regulations 

Achieve and maintain capacity 
to monitor program 

Compliance with applicable 
national program regulations 

Resolution of monitoring and 
audit findings 

Compliance with applicable 
national program legislation 

Compliance with applicable 
State laws and regulations 

Rate of expenditures and 
obligation of grant funds 

Progress achieved in meeting 
national housing objectives 
and goals 

85 16 66 

83 25 52 

80 13 70 

79 11 65 

79 6 55 

78 65 

77 

67 

12 

19 

19 

54 

68 

24 52 26 
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three-fourths of the officials indicated that each performance 
criteria should be used for evaluating performance. For the two 
exceptions, 67 percent indicated that the rate of expenditure and 
obligation of grant funds should be used and--most significantly-- 
only 24 percent indicated that the progress achieved in meeting 
national housing objectives and goals should be used. For the 
latter criteria, 40 percent of the officials were definite that 
the criteria should not be used and 32 percent were not sure if 
it should be used. In any event, 52 percent agreed that no sanc- 
tions should be imposed for not achievinq progress in meeting 
national housing objectives and goals. 

For the other performance criteria, over 50 percent of the 
officials indicated that a letter of warning should be issued as a 
first sanction for noncompliance. The one exception to this was 
the criteria to prevent fraud, waste, and abuse, where only 45 per- 
cent stated that a warning letter should be issued. Instead, over 
50 percent stated that noncompliance should be referred to the 
Attorney General --a much stronger penalty, Generally, about 20 
percent indicated that grant payments and/or grant allocations 
should be reduced or limited for noncompliance with many of the 
performance critieria. Also, about 10 percent of the officials 
generally indicated that grant payments and/or grant allocations 
should be terminated for noncompliance with many of the performance 
criteria. 

Local communities' capacity 
to evaluate housing activities 
under the CDBG program 

We used the same three measures used for the planning and 
implementing functions to determine whether local governments 
will develop the capacity to evaluate housing block grant activi- 
ties. Again, these are not perfect measures, but they do provide 
some indication of whether local governments can develop the 
capacity to evaluate activities under a housing block grant 
program. 

Federal Government has a 
Gificant influence in 
evaluating CDBG activities 

We asked local housing officials what single organization 
has dominant responsibility for evaluating housing activities in 
their communities and the extent Federal, State, regional, local, 
and private organizations influence decisions relating to evaluat- 
ing CDBG housing activities. The results are shown in questions 
1-C and 2-C of the local attitudes questionnaire in our supplement. 

Almost 70 percent of the officials indicated that either the 
local Department of Community Development (53 percent) or the local 
planning agency (14 percent) has dominant responsibility for evalu- 
ation decisions related to CDBG housing activities. In addition, 
almost 60 percent of the officials stated that HUD has a great or 
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very great influence on decisions relating to evaluating CDRG 
housing activities. The only private organizations having some 
influence are local citizens groups. State and regional organi- 
zations have little or no influence on decisions relating to 
evaluating CDBG housing activities. 

Localities are able to overcome 
most barriers to evaluation 

We asked local housing officials to what extent various 
factors were initially a barrier and are currently a barrier to 
their communities' capacity to evaluate CDBG housing activities. 
These factors are identified and the results are shown in questions 
3-C and 4-C of the local attitudes questionnaire in our supplement. 

Initially, only a few of the factors were somewhat of a 
barrier to evaluation and, in all cases, the extent of these bar- 
riers have been reduced. Although the extent that staffing (lack 
of staff, trained staff, or experienced staff) is a barrier to 
evaluation has been reduced, 36 percent of the respondents still 
indicated that staffing is a barrier to evaluation. Regarding 
specific evaluation activities, 19 percent stated that staffing 
is a barrier to performing fiscal audits of housing assistance 
activities, 17 percent stated that staffing is a barrier to moni- 
toring housing assistance activities, and 13 percent stated 
staffing is a barrier to performing performance reviews. 

Local, Federal, and 
private sources provide 
technical assistance needed 
to evaluate CDBG activities 

We asked local housing officials to indicate if their 
communities needed technical assistance for various evaluation 
activities. Generally, less than one-third indicated that their 
communities needed technical assistance for each of the evaluation 
activities. The one exception was performing fiscal audits of 
housing assistance activities, where almost half of the officials 
indicated that their communities needed technical assistance. 
The results are shown in question 7 of the local attitudes 
questionnaire in our supplement. 

We also asked the officials to indicate the extent of tech- 
nical assistance their communities received from Federal, State, 
regional, local, and private organizations. The officials told 
us that (1) little or no technical assistance was received from 
State or regional sources for any of the evalution activities, (2) 
Federal sources provide some technical assistance for monitoring 
housing assistance activities and performing performance reviews, 
(3) private and local sources provide most of the assistance 
needed to perform fiscal audits of housing assistance activities, 
and (4) local sources provide some or a moderate amount of 
technical assistance for most of the evaluation activities. 

i 
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SUMMARY OF MAJOR FEDEkAL 

HOUSING ASSISTANCE PROGRAMS 

APPENDIX I 

S 

The Housing Act of 1949 set a national goal of "a decent home 
and suitable living environment for every American family." To 
meet this goal, substantial amounts of Federal aid have been used 
to provide assistance to low- and moderate-income households. This 
appendix summarizes the major Federal housing programs for (1) con- 
ventional public housing, (2) rental assistance, (3) homeownership 
assistance, and (4) community development housing programs. 

CONVENTIONAL PUBLIC HOUSING PROGRAMS 

The Low-Rent Public Housing Program, authorized by the United 
States Housing Act of 1937, was created to stimulate employment 
and clear the slums during the post-Depression recovery period. It 
became the first Federal Government effort to provide housing for 
low- and moderate-income households. In 1965 Federal funds were 
made available under a public housing modernization program to revi- 
talize deteriorating projects. In 1968 HUD began to subsidize the 
operating and maintenance costs incurred by public housing agencies 
in order to ensure their continued operations. 

Under the Conventional Bid Public Housing Program, local 
public housing agencies develop, own, and operate low-rent projects 
financed through the sale of long-term, tax-exempt obligations. 
The Federal subsidy consists of a 40-year contract for annual con- 
tributions that pay the debt service on the tax-exempt bonds and 
notes sold to cover development costs. Low tenant rents contri- 
bute to the costs of managing and operating the project. The 
"turnkey" approach of the public housing program allows the public 
housing agencies to purchase projects designed and built by private 
developers under contract. Through fiscal year 1981, over 1.2 
million units were assisted by the public housing program. Budget 
outlays as of 1981 totaled $19.5 billion for public housing, 
including operating subsidies funded from the "Housing Payments" 
account through 1975. 

Public Housing Modernization Program 

This program provides additional annual contributions to help 
pay for the cost of revitalizing deteriorating public housing 
projects. The Federal subsidy enables public housing agencies to 
obtain capital funds for (1) upgrading living conditions in older 
projects to acceptable standards, (2) repairing physical deficien- 
cies and (3) obtaining levels of operating efficiency. Capital 
improvements are financed over a 20-year period. 
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Public Housing Operating 
Subsidy Program 

HUD provides additional annual contributions (that is, 
operating subsidies) to public housing agencies to maintain their 
projects, establish operating reserves, and offset operating defi- 
cits. HUD calculates the individual subsidies using a formula 
based on the Performance Funding System. This system relates 
operating expense levels expected for well-managed programs and 
factors which account for cost trends, tenant incomes, and 
characteristics of individual public housing agencies. 

RENTAL ASSISTANCE PROGRAMS 

Three rental assistance programs discussed in this section 
include Section 8 Lower Income Rental Assistance, Section 202 
Housing for the Elderly and Handicapped, and Section 515 Rural 
Rental Housing. In addition to these direct subsidy programs, 
several multifamily housing programs provide mortgage insurance 
or other assistance. 

Lower Income Rental 
Assistance (section 8) 

The section 8 program, authorized under the Housing and 
Community Development Act of 1974, has been the major federally 
subsidized housing initiative to provide rental assistance to 
lower income households seeking decent housing in the private 
market. Section 8 rental assistance may be used in existing hous- 
ing and housing newly constructed or rehabilitated under prior 
commitment from HUD. 

As of the end of fiscal year 1981, budget outlays totaled 
over $7.8 billion to assist approximately 1.3 million section 8 
units. 

Section 8 Existing Housinq 
and Moderate Rehabilitation 

Rental assistance is given to households that are certified 
by a public housing agency for units in existing structures. Each 
certified family finds its own housing in the private market at no 
more than the fair market rent. The owner must agree to partici- 
pate and meet HUD requirements. The only Federal requirement for 
households is income, with the maximum generally 80 percent of 
median for 4-person families. The existing housing program also 
includes a moderate rehabilitation program to upgrade deteriorating 
buildings for use as subsidized rental property. 

A cash payment is made by HUD or the public housing agency 
directly to the owner on behalf of the tenant. 
sible subsidy amount is the contract rent, 

The maximum pos- 
assuming tenants with 

no income. HUD may require households to pay up to 30 percent of 
income for rent. When a commitment is made, HUD reserves funds for 
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the total rent for the length of the contract, which for existing 
housing extends for 5 years and for moderately rehabilitated 
housing for 15 years. 

Section 8 New Construction 

Rental assistance is provided to households living in dwel- 
lings newly constructed under prior commitment from HJJD. The owner 
must contract with HUD before construction and build according to 
agreed-upon specifications as to the number of units, type of con- 
struction, and rent levels. The original contract for payment of 
subsidies is for a ZO- to 40-year term, with a maximum of 20 years 
for FHA-insured projects, 30 years for those with conventional or 
FHA co-insured mortgages, and 40 years for other financed projects. 
Except for projects specificially built for the elderly and handi- 
capped, the only eligibility criterion is income. The maximum 
income is generally 80 percent of median for 4-person families. 

A cash payment is made directly to a landlord on behalf of 
the tenant. As with the existing program, the maximum subsidy is 
the total contract rent, and HUD may require households to pay up 
to 30 percent of their income for rent. HUD reserves funds for 
the total rent for the length of the contract when a commitment 
is made. 

Section 8 Substantial 
Rehabilitation 

This program is the same as the new construction component 
except that rental assistance payments are made to the landlord on 
behalf of tenants living in buildings substantially rehabilitated 
with prior commitment from HUD. Generally, rehabilitation costs 
are greater than 25 percent of the total value. 

Direct Loan Program for Housing the 
Elderly and Handicapped (section 202) 

Under the section 202 program, direct Federal loans are made 
to nonprofit sponsors for the construction, rehabilitation or 
alteration of rental housing for the elderly or handicapped. The 
original section 202 program provided loans at a 3-percent interest 
rate and produced about 45,000 units during its 10 years of opera- 
tion. The original program was phased out in favor of section 236 
construction financing, but was reactivated and revised in 1974 
to provide construction and permanent financing loans with interest 
based on the average rate paid on Federal obligations. In addi- 
tion to the financing subsidy, all section 202 projects received 
the benefits of housing assistance payments under the section 8 
program. Since the section 202 program has been revised, about 
56,000 housing units have been funded and completed under the 
program through fiscal year 1981. Budget outlays for section 202 
totaled $2.6 billion through fiscal year 1981. 
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F'mHA's Rural Rental Housing 
Program (section 515) 

This program authorized FmHA to make loans available to non- 
profit and profit-oriented entities to build, purchase, or repair 
multifamily rental or cooperative housing in rural areas for 
low and moderate-income households or the elderly. FmHA makes 
direct loans which reduce the mortgage interest rate to as low as 
1 percent. The maximum repayment period is 50 years for projects 
designed for the elderly and 40 years for all others. 

Eligible recipients of rural rental housing loans include 
individuals, consumer cooperatives, State or local public agencies, 
limited partnerships, and profit or not-for-profit corporations. 
All sponsors must be unable to acquire credit from other sources 
on terms enabling rental of units to eligible households. Non- 
profit sponsors are eligible to receive loans equal to 100 percent 
of the appraised value of the property or the development cost, 
whichever is less. Profit-oriented sponsors are eligible for 95 
percent loan-to-value financing at FmHA's multifamily housing loan 
interest rate. 

Since its inception in 1970 through fiscal year 1980, 
approximately 225,000 units have been financed. 

Mortgage Insurance and Assistance 
Payments for Multifamily Rental 
Housing for Low- and Moderate-Income 
Families (section 236) 

The section 236 program was a major source of new privately 
owned and financed rental housing for low- and moderate-income 
families from 1969 to 1973. FHA mortgage insurance encouraged 
participation of private lenders by reducing their risks. Since 
1973 the Federal Government has been phasing out new construction 
under this program. Households that occupy section 236 housing 
units built in prior years continue to receive subsidies. 

Mortgage interest reduction payments are made to the mortgage 
holder on behalf of the owner and is passed on to the tenants in 
the form of lower rents. The maximum subsidy is the difference 
between (a) amortization of the mortgage at FHA ceiling rate plus 
FHA insurance premium and (b) amortization at 1 percent. The 
Housing and Community Development Act of 1974 authorized payments 
of an operating subsidy for increases in utility costs and 
property taxes for section 236 projects. 

Approximately 537,000 units were subsidized by section 236 
as of September 1981, with budget outlays totaling $4.7 billion. 

Flexible Subsidy Program 

Short-term cash assistance is awarded to eligible projects 
to correct deferred maintenance and current operating deficits. 
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Assistance is conditioned upon the development of an acceptable 
management plan which usually attaches onsite management procedures 
to project funding and requires additional equity investment by 
project owners. 

Projects eligible for this program include those which 
(1) have mortgages insured or held by HUD and (2) are subsidized 
under the section 236 and section 221(d)(3) programs authorized 
under the National Housing Act. Non-insured projects financed by 
State agencies and receiving HUD subsidy under one of these 
programs after October 1, 1979 are also eligible. 

As of September 1981, budget outlays for this program totaled 
$63.3 million. 

Mortgage Insurance for Multifamily Rental 
Housing for Low- and Moderate-Income 
Families (sections 221(d)(3) and (4)) 

Section 221(d)(3) was created to help finance construction 
or rehabilitation of rental or cooperartive housing for lorr7- and 
moderate-income or displaced households. HUD may insure 100 per- 
cent of the total replacement cost if the mortgagor is a nonprofit 
entity. Only 90 percent insurance is offered to limited dividend 
sponsors. The rental insurance component combined sith the rent 
supplement program provides affordable, privately owned, financed 
and operated rental housing for lower income households. 

Section 221(d)(4) offers profit incentives and tax incentives 
for project oNners/sponsors to construct or rehabilitate multi- 
family rental units for moderate-income households. Regardless of 
the type of mortgagor, HUD/FHA may only insure 90 percent of the 
total replacement cost of the project. 

As of March 1981, section 221 insurance tias Mritten for over 
940,000 units for a total value of $19 billion. 

HOMEOWNERSHIP ASSISTANCE PROGRAMS 

The major homeotinership assistance programs include the 
Title I Home Improvement Loan Insurance, Section 235 HomeoMnership 
Assistance, Section 502 Rural Homeownership Assistance, and Section 
221(d)(2) Mortgage Insurance for Single-Family Housing programs. 

Home Improvement Loan 
Insurance (title I) 

Under this program, HUD insures loans to finance major and 
minor improvements, alterations, and repairs of individual homes 
and nonresidential structures. The loans may be up to $15,000, 
bear interest up to 13 percent, and be paid back over 15 years. 
Loans on apartment buildings may be as high as $7,500 per unit, 
but the total for the building may not exceed $37,500, and the 
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terms may not exceed 15 years. Loans may also finance new 
construction for agriculture or nonresidential use. Lenders 
determine eligibility for and process those loans. Loans of not 
more than $7,500 are generally unsecured personal loans. (Loan 
terms are as of August 1980.) 

Through March 1981, HUD had insured about 31 million loans 
for a value of nearly $31 billion. 

Mortgage Insurance and Assistance 
Payments for Single-Family Homes 
for Low- and Moderate-Income 
Families (sections 235 or 235 Revised) 

Section 235 provides home buying assistance to low- and 
moderate-income families. HUD makes direct cash subsidy payments 
to a mortgage lender on behalf of a participating family to reduce 
mortgage interest costs to as low as 8 percent under the revised 
section 235 program. The participating homeowner must contribute 
at least 20 percent of adjusted gross income toward monthly mort- 
gage a insurance, and tax payments on the home. The original pro- 
gram was suspended in 1973, but a revised section 235 program was 
implemented in early 1976. Under the revised program, assistance 
was limited to new or substantially rehabilitated single-family 
units. However, in 1979, assistance was authorized to eligible 
households in rental buildings being converted to condominiums 
or cooperative ownership. To be eligible, households must have 
incomes that do not exceed 95 percent of the area median, adjusted 
for family size. 

Section 235 insurance was written for approximately 550,000 
units for a total value of $11.6 billion as of March 1981. 

FmHA's Rural Homeownership 
Program [section 502) 

Section 502 provides subsidized loans for acquisition, 
construction, and repair of rural, single-family homes. FmHA makes 
"interest credit" loans to low-income households and to moderate- 
income households at slightly higher rates. The interest rate on 
the loan may be as low as 1 percent for low-income households and 
slightly higher rates based on FmFIA's borrowing rate for moderate- 
income households. The maximum repayment period is 33 years. FmHA 
also provides non-interest loans to families unable to afford the 
l-percent loans. In this case, the subsidy is equal to the differ- 
ence between 25 percent of the family's income and homeownership 
costs. Loan guarantees are also provided to households above 
moderate incomes. 

In fiscal year 1980, an estimated $3.1 million was obligated 
for about 92,000 units under this program. 
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Mortgage Insurance for Single-Family 
Housing for Low- and Moderate-Income 
Families (section 221(d)(2)) 

Section 221(d)(2) was designed to increase homeownership 
opportunities for low- and moderate-income households by insuring 
lenders against loss on mortgages used to finance the acquisition, 
construction, or rehabilitation of low-cost one-to-four unit build- 
ings. As of March 1981, 849,000 units were insured under section 
221(d)(2) for a total value of more than $12.3 billion. 

COMMUNITY DEVELOPMENT 
HOUSING ASSISTANCE 

Several community development programs, other than CDBG, 
also provide housing assistance to low- and moderate-income house- 
holds. These include the Section 312 Rehabilitation Loan, Urban 
Homesteading, and Urban Development Action Grant programs. 

i 

Rehabilitation Loan 
Program (section 312) 

Section 312 provides direct, long-term, low-interest 
rehabilitation loans to individuals whose residential and business 
properties are located in certain certified program areas. Local 
public agencies, on behalf of the property owner, make loan appli- 
cations to HlJD, which reviews and services the loan. The local 
agency disburses the funds. The program is intended to make 
low-interest, long-term financing available on properties located 
in areas where loans with comparable terms and conditions are 
generally unavailable. Further, there are no income limits for 
loan recipients, but priority is designed to be given to low- and 
moderate-income households. 

Section 312 funds also provide support for the Urban 
Homesteading Program. Such loans may be approved to rehabilitate 
HUD-owned properties transferred to the program or privately owned 
properties in the homesteading area. 

Section 312 also provides direct loans. The loan amount is 
based on the as-is value of the property, as determined by apprai- 
sal and the cost of rehabilitation. The loan bears an interest 
rate of 3 percent for terms up to the lesser of 20 years or 
three-fourths of the remaining life of the structure after 
rehabilitation. 

Cumulative through fiscal year 1981, about 88,000 loans were 
serviced, totaling about $1.1 billion. An estimated $68 billion 
will be used to rehabilitate 680 single-family and 4,536 multi- 
family units in 1982. Section 312 is proposed for termination 
during 1983, with future rehabilitation assistance available under 
CDBG and the proposed rental rehabilitation grant program. 
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Urban Homesteadinq 
Program [section 810) 

This program provides homeownership opportunities in 
selected neighborhoods. HUD transfers one-to-four family proper- 
ties, acquired through foreclosure of FHA-insured mortgages, to 
local governments at little or no cost. Localities then sell the 
projects to homesteaders at a modest cost. The owner must agree 
to occupy the unit for a specified period and to rehabilitate the 
dwelling to a level acceptable to the local government. 

As of September 1980, the cumulative dollar value of single- 
family properties conveyed totaled $28 million dollars for about 
4,330 units. 

Urban Development Action Grant Program 

This program provides grants to cities and urban counties 
experiencing severe economic distress to stimulate economic 
development. A key program feature is the leveraging of private 
investment in projects located in distressed areas. Eligible grant 
recipients include localities that meet the minimum standards of 
physical and fiscal distress and have a proven track record of 
providing housing to low- and moderate-income households. Amend- 
ments to the 1974 act, legislated in 1979, provided assistance for 
economic development and neighborhood revitalization projects in 
targeted areas. 

As of September 1980, cumulative grant obligations equaled 
$1.4 billion and 741 grant agreements had been made. Program 
projects that were approved in fiscal year 1981 will leverage 
approximately $4.8 billion in private investment, providing reha- 
bilitation or new construction funding for more than 16,000 
housing units. 
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TECHNICAL DESCRIPTION OF 

QUESTIONNAIRE DEVELOPMENT AWD SAMPLING METHODOLOGY 

This appendix describes (1) the response rates and methodol- 
ogy that we used in selecting Community Development Block Grant 
[CDBG) entitlement cities and counties and (2) the process that 
we followed in developing the questionnaires used in our survey. 
This description also appears in the supplement to this report. 

RESPONSES TO QUESTIONNAIRES 

The table below shows how many local government officials 
responded to our questionnaires. This table indicates--for each 
of the five samples --the number of questionnaires mailed and the 
outcome of the mailing. For example, the attitudinal questionnaire 
was sent to officials at 133 locations. We received and analyzed 
100 completed questionnaires. The remaini.ng 33 were not analyzed 
for several reasons --2 officials told us that they had never 
participated in the CDBG program, 2 questionnaires were not 
deliverable, and 29 questionnaires were either returned after our 
analysis was completed or were not returned. Thus, local govern- 
ment officials at 129 (133 minus the 2 nonparticipants and the 2 
nondeliverables) CDBG locations had the opportunity to complete 
the attitudinal questionnaire. Since 100 questionnaires were 
analyzed, the response rate for this questionnaire was 78 percent 
(100 divided by 129). 

Response Rates for the Questionnaires 

Number mailed 
Nondeliver- 

ables 
Nonpartici- 

pants 
Returned too 

late or not 
returned 

Number returned 
and analyzed 

Response rate 
(percent) 

Local 
attitude 

133 

2 

2 

29 23 23 24 24 123 

100 105 108 106 105 524 

78 82 82 82 81 81 

Housing experiences 
Sample Sample Sample Sample 

A B C D - - - - 

133 133 133 132 

2 0 1 0 

3 2 2 3 

Total 

664 

5 

12 

The table also shows that the four subgroups of questionnaires 
on local housing experiences--A, B, C, and D--had response rates of 
82, 82, 82, and 81 percent, respectively. The combined response 
rate for each of these similar questionnaires was 82 percent, 
representing a combined response rate of 81 percent for entitlement 
cities and 90 percent for entitlement counties. When the attitudes 
questionnaire and the four questionnaire versions on local housing 
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experiences are considered together, an overall response rate of 
81 percent was achieved in this survey. In our view, this is a 
relatively high response rate for such sophisticated 
questionnaires. 

INTERPRETATION OF DATA 

Several questions appear in the attitudinal questionnaire and 
in the questionnaire on local housing experiences which present a 
specific list of items to which respondents replied by either 
rating or ranking each item. In addition to the list of specific 
items, we provided an "other" category as a catch-all, so that 
respondents could write in a response which did not appear on the 
list. Most officials did not use this category. For the responses 
that were supplied, no response occurred often enough to allow us 
to derive a statistically significant response. Therefore, the 
reader should be cautioned that summary statistics reported in 
these categories should be used with caution. 

The reader should also be cautioned that the totals for 
questions 16, 17, 19, 20, and 22 in the attitudinal questionnaire 
and questions 5, 6, 8, 9, and 12 in the experiences questionnaire 
do not always reflect the sum of each question. Some respondents 
provided only one line of data which did not allow us to derive 
totals, while other respondents provided only totals. Initially, 
this response pattern caused concern over whether the officials 
that did respond to these questions were representative of the 
communities used in the overall survey. For example, if a signifi- 
cant number of the respondents who offered only one line of data 
and no totals were large cities, we would suspect that the totals 
for these questions would be low. Therefore, to assure that the 
officials responding were representative of the respondents to the 
overall questionniare and to assure that the missing responses to 
any element did not distort the relationship of elements within a 
question we tested the responses from local officials to determine 
what kinds of localities responded to each question--the large or 
the small. We found that localities responding to the questions 
were representative of the population sizes of the overall sample 
of communities. We also found that more respondents reported 
vacant units than occupied units for questions requiring such 
information. Therefore, the reader should be aware that the 
number of respondents to each part of such questions varies. 

Frequency distributions are used throughout the questionnaires 
to present local officials' responses. A frequency distribution is 
an arrangement of statistical data that shows the number of times 
values of a variable occur. In the attitudinal questionnaire, the 
frequency can also be interpreted as an approximate percentage of 
the entire sample group since there are exactly 100 respondents to 
the questionnaire. This application does not hold true for the 
questionnaire on local experiences because 424 local officials 
responded. Therefore, the frequency distribution should not be 
interpreted as a percentage distribution in the experiences survey. 
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OBJECTIVES 

Our objectives in this review were to provide the Congress 
with an empirical data base for its deliberations on alternative 
housing strategies and to take a comprehensive look at all CDBG 
housing activities--what was done, who has benefited, and at what 
cost. We also wanted to obtain the views of city and county hous- 
ing officials toward block grants as a mechanism for providing 
housing assistance to low- and moderate-income families. 

Information to address these two objectives was collected 
through the mail by two standardized questionnaires and detailed 
reviews at four major entitlement cities. A detailed description 
of how these questionnaires were developed is presented later in 
this section. 

SAMPLE SELECTIOY 

Initially, we compiled a list of 664 CDBG entitlement 
communities (579 cities and 85 counties) from the Department of 
Housing and Urban Development's management information records. 
This list represents all of the entitlement locations, except for 
the four cities where we reviewed CDBG housing activities. One 
of the two standardized questionnaires was sent to each of these 
entitlement locations. 

To determine which questionnaire version would be sent to 
each location, the 664 locations were randomly assigned to one of 
five sampling groups. Assignment was made using a stratified 
random sampling technique, where stratification was based on 
estimated 1978 population size. Five population strata were used. 
To verify that the five sample groups were similar, the incidence 
of nonwhite population was compared with the total population for 
locations with populations over 100,000, using the 1970 Statistical 
Abstract of the United States. Results of this analysis indicated 
that the sampling technique yielded five comparable lists of CDBG 
entitlement locations, 

Two mailings were used in this survey. In the first mailing, 
a cover letter, questionnaire, return envelope, and a post card 
were sent. The post card, which participants were asked to send 
back immediately after receiving the questionnaire, helped us to 
identify those communities which may not have received our initial 
mailing. Six weeks after the first mailing, all communities which 
had not returned a questionnaire were sent a second questionnaire 
packet. Most cities which did not return a completed questionnaire 
within 10 weeks after the first mailing were contacted by telephone 
to encourage participation. 

QUESTIONNAIRE DESIGN 

Our goal throughout the survey was to design a questionnaire 
which could be completed without unreasonable burdens on the 
respondents. We determined that requesting 3 staff days during a 
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month was reasonable. This time frame was based on recordkeeping 
practices at eight pretest cities and counties and the opinions 
of local government officials. The cities which participated in 
the pretest were: Hartford, Connecticut: Baltimore, Maryland; 
Harrisburg and Pittsburgh, Pennsylvania: and Alexandria and 
Richmond, Virginia. Participating counties were: Montgomery 
County, Maryland, and Allegheny County, Pennsylvania. 

Our original draft questionnaire requested information about 
the two topics covered in this survey (housing activities and 
attitudes toward block grants for housing). Since we assumed it 
would take more than 3 staff days to complete a questionnaire 
which would adequately cover all of the topics, we divided the 
topics into two groups. One version of the questionnaire woul.d 
cover attitudinal issues, while the remaining version would cover 
housing assistance activities, including methods of financing and 
beneficiary descriptions. 

Modifications associated with respondent burden fell into 
two broad categories --accessibility of information and extent of 
housing assistance programs. Regarding the accessibility of 
information, modifications were made so that examination of indi- 
vidual case files for housing aid was kept to a minimum. Further- 
more, existing approaches for tabulating information were adopted. 
Consequently, the respondents did not have to categorize their 
data in unfamiliar formats. 

The problems associated with the extent of housing assistance 
programs were more difficult. Some entitlement communities pro- 
vided housing assistance through a vast array of housing activi- 
ties. Therefore, even if the questionnaire only asked for elemen- 
tary information (which it did not), the respondent would have to 
answer many burdensome questions. Since the survey also focused 
on financing methods, it became critical to understand the nature 
of how housing activities and financing methods interacted. 

Consequently, we sent a mailgratn questionnaire to 200 
entitlement communities to identify the frequency that (I) housing 
activities were performed and (2) finance methods were used with 
each housing activity. We termed the housing activity and finance 
method combinations "housing interventions." In the final survey 
we identified 20 housing activities and 12 finance methods, for 
a total of 240 possible housing interventions. Ehsed on the fre- 
quency that each housing intervention was used, as reported by 105 
mailgram questionnaire respondents, we assigned the 240 housing 
interventions into four groups of 60 housing interventions. Each 
of the four questionnaire versions on housing experiences requested 
detailed information on 60 different housing interventions which 
equated respondent burden across the four sample groups. 

The local attitudes questionnaire 

Since the specific design of a housing block grant was not 
established, local housing officials were asked to give their 
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opiniqns on various major design issues. For example, this sec- 
tion of the questionnaire involved collecting information about 
distribution formulas; the role of other government and private 
organizations: targeting; eligible housing activities; consolidat- 
ing other Federal housing programs: and the importance of various 
planning, implementing, and evaluating activities. The purpose 
of these questions was to gather opinions on housing block grant 
design from those local CDBG officials who have directly managed 
local housing programs. 

In addition to these local attitudinal questions, a general 
description of CDBG housing activities and demographic information 
was collected. From this data we were able to analyze attitudes 
in terms of demographic profiles of cities and counties. 

Experiences under the CDBG 
program questionnaires 

In addition to questions concerning demographics and a general 
description of CDBG housing activities, the four questionnaire ver- 
sions on housing experiences requested detailed information on ways 
in which entitlement communities have provided housing assistance 
since the CDBG program began. Each version requested data on 60 of 
240 possible housing interventions which they financed with CDBG 
program funds. If a housing activity was financed by two or more 
methods, communities also provided detailed information on these 
housing assistance activities. 

Detailed information requested for each housing intervention 
included its recency of use: amount of funds spent: sources of 
funds: number and type of beneficiaries: maximum, minimum, and 
average assistance payments; eligibility requirements; and 
involvement in other Federal housing programs. 

116 



APPENDIX III APPENDIX III 

BIBLIOGRAPHY 

BLOCK GRANT ISSUE 

Advisory Commission on Intergovernmental Rel3tions. "Block Grants: 
A Rountable Discussion." Washington, D.C., Oct. 1976. 

Advisory Commission on Intergovernmental Relations. "Federal 
Grants: Their Effects on State-Local Expenditures, Employment 
Levels, Wage Rates." Washington, D.C., Feb. 1977. 

Advisory Commission on Intergovernmental Relations. "Community 
Development: The Workings of a Federal-Local Block Grant." 
Washington, D.C., Mar. 1977. 

Advisory Commission on Intergovernmental Relations. "Block Grants: 
A Comparative Analysis." Washington, D.C., Oct. 1977. 

Advisory Commission on Intergovernmental Relations. "A Catalog of 
Federal Grant-In-Aid Programs to State and Local Governments: 
Grants Funded FY 1978." Washington, D.C., Feb. 1979. 

Boosalis, Helen G., Mayor, City of Lincoln, Nebraska. 
Statement on behalf of the United States Conference of Mayors on 
housing assistance block grants before the Subcommittee on Housing 
and Urban Affairs, Senate Committee on Banking, Housing and TJrban 
Affairs, Apr. 24, 1981. 

Brooks, Mary and Jim Lowery. "Housing Assistance Block Grants: 
A Survey of Issues to be Considered." The Working Group for 
Community Development Reform, Washington, D.C., June 1981. 

Congressional Budget Office. "Federal Housing Assistance: Alter- 
native Approaches." Washington, D.C., May 1982. 

Conlan, Timothy J., "Back in Vogue: The Politics of Block Grant 
Legislation." 
(Spring 1981), 

Interg.overnmental Perspective, Vol. 7. No. 2 
Advisory Commission on Intergovernmental Relations. 

Washington, D.C., pp. 8-17. 

Frantz, John M., "The Use of Block Grants as a Vehicle for Federal 
Housing Assistance," Department of Housing and Urban Development- 
Independent Agencies Appropriations for 1978, Hearings before a 
Subcommittee of the Committee on Appropriations, House of Represen- 
tatives, Ninety-fifth Congress, first session, Pa,, -, YYUYs.U.LYIU 
Housing. U.S. Government Printing Office, Washington, D.C., 
Mar. 17, 1977, pp. 71-123. 

McGrew, Jane. "Housing Block Grants." Journal of Housing. National 
Association of Housing and Redevelopment Officials, Washington, D.C. 
Mar. 1981, p. 124. 

117 



APPENDIX III APPENDIX III 

National Governors' Association. flGovernors' Guide to Block Grant 
Implementation." Washington, D.C., Aug. 1, 1981. 

Osbourn, Sandra S., "Block Grants: Transferring Power, Money, and 
Responsibility." Congressional Research Service Review, 97th 
Congress, June 1981, pp. 20-22. 

Renner, George R., Mayor, City of Glendale, Arizona. 
Letter to Senator Richard G. Lugar, Chairman, Subcommittee 
on Housing and Urban Affairs, Senate Committee on Baking, Housing 
and Urban Affairs, regarding the housing block grant concept, 
Apr. 24, 1981. 

Stegman, Michael A., "Testimony on Housing Assistance Block Grants." 
Statement before the Subcommittee on Housing and Urban Affairs, 
Senate Banking, Housing and Urban Affairs, Apr. 24, 1981. 

Schussheim, Morton J., "Block Grants for Housing: Some Issues and 
Options." (Congressional Research Service) Library of Congress, 
May, 1981. 

Stenberg, Carl W., "Block Grants: The Middlemen of the Federal Aid 
System." Intergovernmental Perspective, Vol. 3, No. 2 (Spring 1977), 
Advisory Commission on Intergovernmental Relations, Washinqton, 
D.C., pp. 8-13. 

1J.S. General Accounting Office. "Perspectives on Intergovernmental 
Policy and Fiscal Relations." GGD-79-62, June 28, 1979, 
Washington, D-C. 

U.S. General Accounting Office. "Early Observations On Slack Grant 
Implementation." GAO/GGD-82-79, Aug. 24, 1982, Washington, D.C. 

U.S. General Accounting Office. "Lessons Learned From Past Block 
Grants: Implications For Congressional Oversight." GAO/IPE-82-8, 
Sept. 23, 1982, Washington, D.C. 

Vanhorenbeck, Susan. "Housing Block Grants" (Congressional 
Research Service) Library of Congress, Issue Brief No. IB 81047, 
Oct. 19, 1981. 

Ward, Burton F-I., Mayor, City of La Fiabra, California. 
Statement before the Subcommittee on Housing and Urban Affairs, 
Senate Committee on Banking, Housing and Urban Affairs, 
Apr. 24, 1981. 

Weicher, John C. "Potential Alternatives." Housing: Federal 
Policies and Programs. American Enterprise Institute for Public 
Policy Research, Washington, D.C., 1980, pp. 83-91. 

Weicher, John C. "Housing Block Grants." Statement before the 
Subcommittee on Housing and Urban Affairs, Senate Committee on 
Banking, Housing and TJrban Affairs, Apr. 24, 1981. 

118 



APPENDIX III APPENDIX III 

Weicher, John C. "Housing Block Grants." The President's Commis- 
sion on Housing, Committee on Federal Housing Programs and 
Alternatives, staff background paper, Aug. 26, 1981. 

COMMIJNITY DEVELOPMENT 
BLOCK GRANT PROGRAM 

Dommel, Paul R., and others. "Decentralizing Community Develop- 
ment." U.S. Department of Housing and 1Jrban Development, 
Washington, D.C., HUD-PDR-354, Nov. 1978. 

Donunel, Paul R., and others. "Targeting Community Development." 
1J.S. Department of Housing and Urban Development, Washington, D.c., 
HUD-PDR-540, Apr. 1980. 

MKGK Incorporated. "Assessment of Urban County Performance." 
(Community Development Block Grant Program) TJ.S. Department of 
Housing and Urban Development, Washington, D.C., HUD-PDR-660, 
Jan. 1981. 

Nathan, Richard. P., and others. "Block Grants for Community 
Development." U.S. Department of Housing and Urban Development, 
Washington, D.C., HUD-PDR-208(2), Feb. 1977. 

Nathan, Richard P., and others. "Report on the Allocation of 
Community Development Funds to Small Cities." U.S. Department of 
Housing and Urban Development, Washington, D.C., HUD-PDR-381(2), 
Sept. 1979. 

The President's Commission on Housing. llWousing Payments Program 
and Block Grants," The Report of the President's Commission on 
Housing. Washington, D.C., U.S. Government Printing Office, 1982. 

U.S. Department of Housing and Urban Development, Community Plan- 
ning and Development. 
A Provisional Report." 

"Community Development Block Grant Program: 
Washington, D.C., HUD-CPD-95, May 1975. 

U.S. Department of Housing and Urban Development, Community Plan- 
ning and Development. "Community Development Block Grant Program: 
First Annual Report." Washington, D.C., HUD-421-CPD, Dec. 1975. 

U.S. Department of Housing and Urban Development, Community Plan- 
ning and Development. "Community Development Block Grant Program: 
Second Annual Report." Washington, D.C., HUD-421-2-CPD, June 1977. 

U.S. Department of Housing and Urban Development, Community Plan- 
ning and Development. 
Third Annual Report." 

"Community Development Block Grant Program: 
Washington, D.C., HUD-CPD-312, Mar. 1978. 

U.S. Department of Housing and Urban Development, Community Plan- 
ning and Development. "Guidebook on Citizen Participation in the 
Community Development Block Grant Program." Washington, D.C., 
HUD-CPD-389(2), July 1979. 

119 



I 

PDPEKi)lX III APPENDIX III 

U.S. Department of Housing and Urban Development, Community Plan- 
ning and Development. "Fourth Annual Community Development Block 
Grant Report." Washington, D.C., HUD-CPD-312-2, Sept. 1979. 

U.S. Department of Housing and Urban Development, Community Plan- 
ning and Development. "Fifth Annual Community Development Block 
Grant Report." Washington, D.C., HIJD-CPD-312-3, July 1980. 

U.S. De;?artment of Housing and Urban Development, Community Plan- 
ning and Development. "Community Development Block Grant Program 
Directory of Allocations for Fiscal Years 1975-1980." Washington, 
D.C., HUD-CPD-109-6, July 1980. 

U.S. Department of Housing and TJrban Development, Community Plan- 
ning and Development. "Community Development Block Grant Program 
Directory of Recipients for Fiscal Years 1975-1979." Washington, 
D.C., HUD-CPD-337-2, Nov. 1980. 

U.S. Department of Housing and Urban Development, Community Plan- 
ning and Development. "Sixth Annual Community Development Block 
Grant Report." Washington, D.C., HUD-CPD-312-4, July 1981. 

U.S. Department of Housing and Urban Development, Community Plan- 
ning and Development. "Community Development Block Grant Program 
Directory of Allocations for Fiscal Years 1976-1981." Washington, 
D.C., 1981). i j 

U.S. Department of Housing and Urban Development, Community Plan- 
ning and Development. "Consolidated Annual Report to Congress on 
Community Development Programs." Washington, D.C., 1982. 

U.S. Department of Housing and Urban Development, Policy Development 
and Research. "Developmental Needs of Small Cities." Washington, 
D.C., HUD-PDR-374, Feb. 1979. 

1J.S. Department of Housing and Urban Development, Policy Development 
and Research. "City Need and Community Development Funding." Wash- 
ington, D.C., HIJD-PDR-406, Apr. 1979. 

U.S. Department of Housing and Urban Development, Policy Development 
and Research. "CDBG Execution: Problems and Prospects." Washing- 
ton, D.C., HUD-PDR-562, June 1980. 

U.S. General Accounting Office. "Review of Vonmetropolitan Discre- 
tionary Grant Funds for Western Missouri." Washington, D.C., RED-76- 
87, Mar. 29, 1976. 

TJ.S. General Accounting Office. "Meeting Application and Review 
Requirements for Block Grants Under Title I of the Housing and 
Community Development Act of 1974." Washington, D.C., RED-76-106, 
June 23, 1976. 

120 



APPENDIX III APPENDIX III 

U.S. General Accounting Office. "Why the Formula for Allocating 
Community Development Block Grant Funds Should be Improved." 
Washington, D.C., CED-77-2, Dec. 6, 1976. 

U.S. General Accounting Office. "Letter to the Secretary of HUD on 
Progress Being Made in Implementing Community Developmnt Block Grant 
Program." Washington, D.C., CED-78-30, Jan. 24, 1978. 

U.S. General Accounting Office. "The Community Development Block 
Grant Program: Discretionary Grant Funds Not Always Given to the 
Most Promising Small City Program." Washington, D.C., CED-78-157, 
Aug. 31, 1978. 

U.S. General Accounting Office. "Management and Evaluation of the 
Community Development Block Grant Program Needs to be Strengthened." 
Washington, D.C., CED-78-160, Aug. 30, 1978. 

U.S. General Accounting Office. 
Block Grant Drawdown Rates." 

"Analysis of Community Development 
Washington, D.C., CED-80-137, 

Aug. 20, 1980. 

U.S. General Accounting Office. "The Community Development Block 
Grant Program Can Be More Effective in Revitalizing the Nation's 
Cities." Washington, D.C., CED-81-76, Apr. 30, 1981. 

U.S. General Accounting Office. 
Pittsburgh: A Case Study." 

"Housing Block Grant Activity in 
Washington, D.C., CED-82-52, Mar. 24, 

1982. 

TJ.S. General Accounting Office. 
Seattle: A Case Study." 

"Housing Block Grant Activity in 

1982. 
Washington, D.C., CED-82-60, Mar. 30, 

U.S. General Accounting Office. 
Dallas: A Case Study." 

"Housing Block Grant Activity in 
Washington, D.C., 

1982. 
GAO/CED-82-75, Apr. 30, 

U.S. General Accounting Office. "HUD xeeds to Better Determine the 
Extent of Community Block Grants' Lower Income Benefits." Washington, 
D.C., GAO/RCED-83-15, Nov. 3, 1982. 

i 

3 

(382312) 

121 





Request for copies of GAO reports should be 
sent to: 

U.S. General Accounting Office 
Document Handling and Information 

Services Facility 
P.O. Box 6015 
Gaithenburg, Md. 20760 

Telephone 1202) 2756241 

The first five copies of individual reports are 
free of charge. Additional copies of bound 
audit reports are $3.25 each. Additional 
copies of unbound report (i.e., letter reports) 
and most other publications ace $1.06 each. 
There will be a 25% discount on all orders for 
160 or more copies mailed to a single address. 
Sales orden must be prepaid on a cash, check, 
or money order basis. Check should be made 
out to the “Superintendent of Documents”. 

I 






