Analysis of the Bush Administration’s proposal to move the 

Community Development Block Grant (CDBG) program from HUD to the Economic Development Administration (EDA) in the Department of Commerce.

On behalf of HUD employees, the AFGE Council of HUD Locals opposes the movement of the CDBG program to the Department of Commerce.  We believe that the proposal puts the CDBG program at risk, and would be unnecessarily costly.  The proposal fails to achieve either greater effectiveness or efficiency.  Additionally, as community development specialists, we recognize communities are more than just economies and that community development involves more objectives than economic development.  The Economic Development Administration’s mission is too narrowly tailored to effectively administer the Community Development Block Grant program.

Analysis

The Administration’s focus on the consolidation of economic development programs is misplaced with regard to the Community Development Block Grant program.  

-  By law, the “primary objective” of the CDBG program extends beyond economic development.  In establishing the CDBG program, Congress found “social, economic, and environmental problems.”  The primary objective of the CDBG program is “the development of viable urban communities, by providing decent housing and a suitable living environment and expanding economic opportunities . . ..”  (42 U.S.C. 5301)

- Economic development remains only one part of Community Development.  Cities and towns serve diverse constituencies, many of whom are not primarily interested in job creation, such as the elderly, children and stay-at-home parents.  Responding to the broader community interests, cities and towns choose to expend more than 90% of CDBG funds on activity other than economic development.  In addition to jobs, good communities involve:  good housing (29% of FY’01 CDBG expenditures);   public improvements (23%);  acquisition, clearance and demolition of blighted properties (6%). 

-  The real strength of the CDBG program is allowing cities and towns to function as the laboratories for community development.  Thus, cities and towns have great flexibility to define and tailor a strategy aimed at addressing their particular community development needs.  For thirty years, cities and towns have determined their own priorities, rather than having them dictated by the federal government.
  

Consolidation fails to achieve the administration’s goal of decreasing the burden on communities administering community development programs.  For many cities and towns, HUD is the only federal community development agency with which they have a regular relationship.  Other federal agencies often do not provide annual funding, and their relationship with many cities and towns is episodic.  The proposal guarantees that cities and towns will have to annually work with both HUD and the Department of Commerce.  This increases their burden.

The Department of Commerce lacks the infrastructure to successfully administer a multi-billion dollar program.  Establishing such an infrastructure will be expensive and duplicative.  The Department of Commerce currently lacks the infrastructure necessary to administer the CDBG program, both in terms of staffing and physical locations.  EDA currently has 200-225 staff nationwide, located in their headquarters, six regional offices and 25 field offices.  Many of these field offices have only one employee, and all of EDA has approximately 20 Economic Development Representatives.  According to congressionally mandated staffing needs assessments, the CDBG program needs approximately 400 staff years for successful administration.  HUD maintains Community Development Representatives in 42 field offices nationwide.  Additionally, because HUD will continue to administer community development programs such as the HOME program, HUD will maintain its current field office structure.  Creating the necessary infrastructure in EDA will be very expensive and unnecessarily duplicative of the structure HUD will maintain.

Consolidation puts the CDBG program at risk.  A review of OMB’s Program Assessment Rating Tool (PART) reveals that OMB challenges the merits of a broad scope community development program, preferring a more narrowly tailored program.  OMB, by and large, does not find fault with the manner in which HUD administers the CDBG program.  For example, OMB found that the “program use[s] strong financial management practices.”
  OMB has found, however, that the program has difficulties quantifying results.  In response to these findings, in 2004, HUD asked cities and towns to create performance measurement systems.  Moving the program to EDA, even under the best of circumstances, would result in a break in the continuity required to resolve this and other issues.  In addition to infrastructure issues, EDA will have to draft new regulations and policies, publish them for comment, redraft final regulations and policies, present them to Congress for approval, and republish.  Resources will be spent reinventing what already works, rather than focusing on resolving identified issues.  And without resolution of the identified issues, pressure will mount to eliminate the entire CDBG program.

Conclusion

The proposed movement of the CDBG program from HUD to EDA should be rejected as inefficient, ineffective and unwise.  For more information, please call Carolyn Federoff, president, AFGE Council of HUD Locals at 617/994-8264.

� A list of funded activities reveals that cities and towns regularly exercise this flexibility.  Some examples include funding for: homeownership assistance (.11%);  rental housing subsidies (.01%);  tenant/landlord counseling (.17%);  fair housing activities (.17%);  centers for persons with disabilities (.23%);  homeless facilities (.55%);  youth centers (.44%);  child care centers (.56%);  parks and recreational facilities (2.85%);  tree planting (.08%);  parking facilities (.11%);  flood and drainage facilities (.58%);  and many more.    


� At 3.6.  Other examples of sound HUD administration of the CDBG program abound including:  “independent evaluations of sufficient scope and quality [are] conducted on a regular basis or as needed to support program improvements and evaluate effectiveness and relevance to the problem, interest, or need,” at 2.6;  “Budget requests [are] explicitly tied to accomplishment of the annual and long-term performance goals,” at 2.7;  “the program [has] taken meaningful steps to correct its strategic planning deficiencies,” at 2.8;  etc.
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