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An Overview of the Administration’s Strengthening
America’s Communities Initiative

Summary

On February 7, 2005, the Bush Administration released its budget
recommendations for FY2006. Included in the budget was a proposal that would
consolidate the activities of at least 18 existing community and economic
development programs into a two-part grant proposal called the “ Strengthening
America sCommunitiesinitiative.” Asoutlined by the Administration, the proposal
would realign several, but not all, federal economic and community development
programs. Responsibility for the programs now being carried out by five federal
agencies would be transferred to the Commerce Department, which presently
administers the programs of the Economic Development Administration. The
Department of Commerce would administer the core program and abonus program,
which would award additional funds to communities that demonstrated efforts to
improve economic conditions. The Administration has offered a general outline of
the new programs, but it has not yet submitted a detailed proposal for congressional
consideration. It has stated that the new program will emphasize flexibility, will be
results oriented, and will be targeted to communities based on need.

Many of the 18 programs recommended for elimination and whose activities
would be consolidated under the Administration’ s proposal have been judged by the
Administration to be ineffective, unable to demonstrate results, or duplicative of the
efforts of other federal programs, according to an Office of Management and Budget
(OMB) evaluation that applied OMB’s Program Assessment Rating Tool (PART).
The Administration proposal would reduce aggregate funding from $5.6 billion in
FY 2005 for the programs proposed for consolidation to $3.7 billionin FY 2006. The
programscited for consolidation are administered by five agencies— the Department
of Housing and Urban Devel opment, the Economic Development Administrationin
the Department of Commerce, the Department of the Treasury, the Department of
Health and Human Services, and the Department of Agriculture. Severa
congressional committees may claim some level of jurisdiction over the programs
proposed for consolidation. The agency that would be most affected by the proposal
is the Department of Housing and Urban Development (HUD). Programs
administered by HUD account for nearly 81% of the $5.6 billionin FY 2005 funding.
The agency’s Community Development Block Grant (CDBG) formula grants
represent 74% of thetotal. Asageneral observation, the majority of program funds
proposed for consolidation are allocated to local governments, particularly
metropolitan-based communities, principally through two block grants— CDBG and
Community Services Block Grant (CSBG). These two formula-based block grants
account for 85% of the total funding proposed for consolidation. Other programs
whoseactivitieswould be consolidated provide assi stance to nonprofit organizations,
particularly community development corporations.

On April 28, 2005, the House and Senate approved H.Con.Res. 95, the
concurrent budget resolution for FY 2006. It assumesthat the 18 programs targeted
by the Administration for consolidation will be funded in FY 2006 at the FY 2005
funding levels. Thisreport will be updated as the Administration offers new details
and as Congress reviews the proposal.
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An Overview of the Administration’s
Strengthening America’s
Communities Initiative

The Administration’s Proposal

The Bush Administration’s FY 2006 budget request includes a proposal that
would consolidate at least 18 existing community and economic development
programs® into a two-part “Strengthening America’s Communities Grant.” The
proposed base program would award fundsin support of job creation and economic
development. According to Administration documents, the core program would use
job loss, unemployment, and poverty as criteria when determining eligibility.? A
bonus program (Economic Development Challenge Fund) modeled after the
Millennium Challenge Account®*woul d allocate additional grant fundstolow income
communitiesthat have demonstrated effortsto improve economic conditions. Asof
this writing, the Administration has not proposed new legidative authority for this
initiative, nor hasit released such details as the following:

eligible recipients;

method of distributing funds;

requirements for matching funds or leveraging;
criteriafor awarding bonus funds,

! The Administration’s budget documents identify 18 programs to be included in the
consolidation proposal. They include several programs under a single program or agency
heading instead of identifying specific programs. Distinguishing these smaller set-asides
fromthe core programswould yield 23 rather than 18 programs proposed for consolidation.
For instance, the Administration doesnot identify separately thefour programsadministered
by the Economic Development Administration that are proposed for consolidation, but
groups al of these programs under the agency. The Administration only includes funding
for the Neighborhood Initiative Grants and Economic Development Initiative Grants, both
congressional earmarks, when cal cul ating the amount of CDBG set- aside funds that would
be consolidated under its proposal. It does not include FY 2005 funding for all remaining
CDBG set-asides or earmarks. These include Housing Assistance Council ($3.3 million),
National American Indian Housing Council ($2.4 million), Nationa Housing Devel opment
Council ($4.8 million), National Council of LaRaza ($4.8 million), Technical Assistance
($2.4 million), and Working Capital Fund ($3.5 million).

2White House Office of Management and Budget, “ President Bush Proposes Strengthening
America's Communities Initiative,” available online at [http://www.commerce.gov/SACI/
Talking%20Points_Strengthening%20Communities%20FINA L %202-03-05.pdf ], visited
Feb. 22, 2005.

% For information about the Millennium Challenge Account, see [http://www.mca.gov/
compacts/guidance/Compact_Proposa_Guidelines_en.pdf], visited Feb. 22, 2005.
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¢ performance measures for evaluating program effectiveness; and
e process for transition from existing programs to the new program.

In proposing the consolidation of variouscommunity devel opment, community
service, and economic development programs, the Administration contends the
programs whose activities would be consolidated:

e have been judged to be ineffective, to be unable to demonstrate
results, or to duplicate the efforts of other programs;

¢ haveunclear long-term objectives and are not focused on long-term
community outcomes; and

e include “many communities’ that no longer need the assistance,
undermining the purpose of some programs — to help distressed
communities.

Using the Community Development Block Grant (CDBG) programtoillustrate
the point, the Administration contendsthat 38% of the program’ sfundscurrently are
allocated to communities and states with poverty rates below the national average.
This contention has drawn criticism from observers of the CDBG program. They
argue that using the national poverty rates as a basis for comparison masks the
community development needs of jurisdictions that have significant pockets of
poverty and urban blight eventhough their poverty rates may belessthan thenational
average.* When challenging the Administration’s assertion concerning the lack of
need among such communities, supporters of the program could note that when
Congress designed the CDBG program and its grant allocation criteriaand formul a,
the intent was to award funds to states and communities based on such objective
measures as the state or community’s relative share of poverty, housing
overcrowding, aged housing stock, and population growth rates. Thus, states and
communitieswith relatively greater community devel opment needs, as measured by
the formula factors, arguably receive a greater percentage of funds per capita than
communities with lesser community development needs. Moreover, CDBG
supporters a so note that Congress requires each state and entitlement community to
allocate at least 70% of its fundsto activities benefitting low- and moderate-income
persons.’

A recently completed study conducted by HUD on the effects of the 2000
Census on the allocation of CDBG funds noted that although funding anomalies
exist, in general, the formula still provides more dollars per capita to needier
communities than to less needy communities® The study noted that some

*U.S. Congress, House Committee on Government Reform, Subcommittee on Federalism
and the Census, “Strengthening America’s Communities — Is It the Right Sep Toward
Grater Efficiency and Improved Accountability?”, statement of James C. Hunt on behalf
of the National League of Cities, hearing, 109" Cong., 1% sess., Mar. 1, 2005.

542 U.S.C. 5303(b)(3)(A)

¢ U.S. Department of Housing and Urban Devel opment, Office of Policy Development and
(continued...)
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communities with similar need received different alocations, but, it also noted that
for the 10% of communities with the greatest need, the per capita CDBG allocation
was four times greater than for the 10% of communities with the least need. In
addition, the HUD study proposed several optional formulas intend to fine tune the
program’s targeting of funds.’

Program Assessment Rating Tool (PART)

In 2004, the Administration began using its Program Assessment Rating Tool
(PART) to evaluate the effectiveness of federal programs?® According to the
Administration, it subjected 607 programs to the PART review process and found
that 33% of those programs received a score of “ineffective” or “results not
demonstrated.” The Administration’sPART processisnot without itscritics. While
some observersview the PART as an extension of the Government Performance and
Results Act (GPRA) designed to ensure that activities of federal agencies have
measurable outcomes, critics of the PART view it as political tool that shifts power
from Congress to the President. Some critics of the PART also ask whether
programs are reviewed in a consistent and value-neutral way. OMB Watch, for
instance, contends that the FY 2006 PART outcomes are biased “against programs
that operate through grants, whether competitive grants or block grants.”® “Of the
programsrated “ineffectiveand zeroed out compl etely,” addsOMB Watch, “89%%are
competitive or block grants.”*

According to the Administration, of the 607 programs subject to its PART
review, the eight programslisted in Table 1, below, were among those proposed for
consolidation in the Administration’s “Strengthening America’s Communities
Initiative.”** Three of the eight programs were rated “moderately effective” or
“adequate” while the remaining five were judged as “ineffective” or “results not
demonstrated.” Criticsnotethat 10 of the programsincluded inthe Administration’s
proposal have not been subject to PART review. Conversely, the Administration
may claim that the programsthat have been reviewed comprise more than 90% of the
total FY2005 funding level for the programs included in the Administration’s
proposal.

€ (...continued)
Research, CDBG Targeting to Community Devel opment Need, Feb. 2005, p. x.

7 Ibid., p. 61,

8 For areview and analysis of the Administration’s PART, see CRS Report RL 32663, The
Bush Administration’s Program Assessment Rating Tool (PART), by Clinton Brass.

° OMB Watch, “Budget Includes Anti-Regulatory Proposal,” available online at
[http://www.ombwatch.org/article/articleview/2657/1/3087TopiclD=1], visited Feb. 24,
2005.

% Ibid.

1 Office of Management and Budget, Major Savings and Reforms in the President’s
FY2006 Budget, Feb. 11, 2005, p. 6, available at [http://www.whitehouse.gov/omb/
budget/fy2006/pdf/savings.pdf], visited Mar. 15, 2005.
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Table 1. PART Score for Selected Programs Included
in the Economic Development Consolidation Proposal

Program FY 2006 PART Score
Community Development Block Grant (formula grants) ineffective
Rural Housing and Economic Devel opment ineffective
National Community Development Initiative moderately effective
Economic Development Administration moderately effective
Community Development Financia Institutions Fund adequate
Rural Business Enterprise Grants results not demonstrated
Bank Enterprise Award results not demonstrated
Community Services Block Grants (CSBG) results not demonstrated

Sour ce: Office of Management and Budget, Program Assessment Rating Tool, available at
[http://www.whitehouse.gov/ omb/budget/fy2006/part.html], visited March 15, 2005.

Congressional Jurisdiction and Action

The programswhoseactivitieswoul d be consolidated under the new block grant
proposa are administered by five agencies: the Department of Housing and Urban
Development, the Economic Development Administration in the Department of
Commerce, the Department of the Treasury, the Department of Health and Human
Services, and the Department of Agriculture. Several congressional committeesmay
claim somelevel of jurisdiction over the programs proposed for replacement. Inthe
House, jurisdiction for the programsincluded in the proposal has been exercised by
four subcommittees of the House Appropriations Committee and by at least six
standing committees with authorizing or oversight responsibilities. Inthe Senate, in
addition to the Appropriations Committee, at least four committees have exercised
jurisdiction over some aspect of the Administration’s proposal.

Budget Resolution. The House and the Senate passed their respective
versions of the nonbinding concurrent budget resolution on March 17, 2005. The
House version was approved by avote of 218to 214 (Roll Call Vote88). Thereport
accompanying H.Con.Res. 95, H.Rept. 109-17, includeslanguagethat would provide
an additional $1.1 billion in funding for the Community and Regional Devel opment
budget function (450) to “accommodate higher appropriationsfor programs such as
the Community Development Block Grant. The resolution makes not assumption
regarding the implementation of the President’'s Strengthening America's
CommunitiesBlock Grant or transferring the Community Development Block Grant
program from the Department of Housing and Urban Devel opment to the Department
of Commerce.”*?

12 United States Congress. House Committee on the Budget. Concurrent Resol ution on the
(continued...)
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The Senate version of the concurrent budget resolution, S.Con.Res. 18, includes
an amendment (SA 230), approved by avote of 68 to 31 (Record Vote No. 66) that
would restore $2 billion in funding the CDBG and related programs that would be
eliminated under the Administration’s economic development proposal.

On April 28, 2005, the House and Senate approved the conference version of
the budget resol ution, H.Con.Res. 95 and itsaccompanying report (H.Rept. 109-62).
The conference version of the budget resol ution assumes an increase of $1.5 billion
above the President’ s request for the community and regiona development budget
function. According to the manager’ s statement in the accompanying conference
report, theincreaseis* to maintain economic and community development programs
such as CDBG at 2005 levels.” The conference report also notes that budget
resol ution assumes an increase of $0.6 billion abovethe President request to fund the
Community Services Block Grant at its 2005 funding level. It should be noted that
the budget resol ution isanonbinding blueprint for the appropriation committeeswho
will now consider appropriation levels for specific program, including whether to
fund the President’ s new economic development proposal or any of the 18 existing
programs that the proposal would replace.

Table 2. Congressional Committees Which Have Exercised
Jurisdiction Over Programs Included in
the Consolidation Proposal

House Senate

Appropriations Committee
e Subcommittee. on Agri-

Appropriations Committee
e Subcommittee on Agri-

culture, Rural Development,
Food and Drug Administra-
tion, and Related Agencies
Subcommittee on Labor,
Health and Human Services,
Education, and Related
Agencies

Subcommittee on Science,
State, Justice, Commerce,
and Related Agencies
Subcommittee on Trans
portation, Treasury, Housing
and Urban Devel opment, the
Judiciary, and the District of
Columbia

culture, Rural Develoment,
and Related Agencies
Subcommittee on Com-
merce, Justice, and Science
Subcommittee on Labor,
Health and Human
Services, Education, and
Related Agencies
Subcommittee on Trans-
portation, Treasury, the
Judiciary, and Housing and
Urban Devel opment

12 (_..continued)

Budget — FY 2006, report to accompany H.Con.Res. 95. 109" Cong., 1% sess. H. Rept.
109-17 (Washington: GPO, 2005. p. 18-19.



CRS-6

House Senate
Authorizing Committees Authorizing Committees
e Committee on Agriculture e Committee on Banking,
e Committee on Financial Housing, and Urban Affairs
Services e Committee on Commerce,
e Committee on Government Science, and Trans-
Reform portation
e Committee on Transporta e Committeeon Environment
tion and Infrastructure and Public Works

On March 1, 2005, the House Government Reform’s Subcommittee on
Federalism and the Census held a hearing on the Administration’s consolidation
proposal. Witnesses included Administration officials from the Department of
Housing and Urban Development, the Office of Management and Budget, and the
Department of Commerce, and officials from organizations representing local
governments.** Administration witnesses testified that the fragmented nature of the
18 programs reduces coordination, encourages duplication, and may provide
assistance to communities that have sufficient resources and modest needs at the
expensive of communities with the greatest needs. It was also mentioned that most
of the approximately 1,100 communities currently eligible for CDBG would be
eligible under the proposed base and bonus programs, with the aim of “graduating”
the wealthiest communities from the program. Noting that the proposal was awork
in progress, the witnesses for the Administration outlined broad concepts that could
beimportant components of its proposal. Onewitness noted that the March 1, 2005,
Federal Register includes anotice concerning the formation of an advisory panel to
assist in the development of aformal legislative proposal.

Witnesses representing the interests of local governments voiced unanimous
oppositionto the Administration’ sproposal. Among concernsthey raised duringthe
hearingswasthelack of consultation by the Office of Management and Budget in the
development of the proposal. They were briefed on the proposal after it had been
developed. Representatives of local governments also objected to:

e transferring of the community development function to the
Department of Commerce, particularly from the Department of
Housing and Urban Development, whose CDBG component
represents 74% of the fundsthat would be terminated under the new
program;

e reducing program funding; and
¢ narrowing the focus of the new program to economic development

and job creation at the expense of the wider mission of the CDBG
program.

13 Organizations representing the views of local officials included U.S. Conference of
Mayors, National Association of Counties, National League of Cities, and National
Community Development Association.
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In addition, witnesses objected to the Administration’s contention that some
percentage of communities currently eligible for CDBG should be removed as grant
recipientsbecausetheir poverty ratesare below the national average. They countered
that using the national poverty rate asabasisfor comparison does not recognize that
communities whose poverty rates fall below the national average may have
substantial pockets of poverty. According to the Census Bureau’ spoverty estimates
for 2000, the national poverty rate was 12.4%, excluding the population living in
ingtitutions, college dormitories, and other group quarters. If the 2000 national
poverty rate were used as a qualifying threshold for eligibility, 18 states and Puerto
Rico, 35 urban counties, and approximately 541 entitlement cities would be
eligible.** The 576 entitlement cities and urban counties whose poverty rates meet
or exceed the national poverty rate of 12.4% represent 51% of the approximately
1,130 communitiescurrently receiving CDBG formulagrant allocations. Thus, using
the national poverty rate as athreshold for eligibility would result in approximately
half of the current CDBG-€ligible communities qualifying for the new program. It
should be noted that the Administration has stated that poverty is but one factor that
will be considered in determining program eligibility, and that other criteriasuch as
unemployment and income may be used as eligibility criteria allowing additional
communities to qualify for the new program.

Current Distribution of Funds Proposed for Consolidation

The FY2005 aggregate budget authority for programs included in the
Administration’ sconsolidation proposal is$5.615 billion. Most of thesefunds, 81%,
are administered by HUD’ s Office of Community Planning and Devel opment (See
Figure 1). The proposed cuts, coupled with proposed increases in other programs
within HUD, would reduce the agency’ stotal budget by 10.9%, from $32 billion to
$28.5 billion. Critics maintain that the change would reduce the agency’s role in
encouraging solutions to the Nation's housing and community development
problems, one of the key components of the agency’s mission (42 U.S.C. 3531).
Such activities would be transferred to the Commerce Department and would be
funded at $3.7 billion. The $3.7 hillion represents 65% of the total funding
appropriated in FY2005 for the programs proposed for consolidation. The
Administration argues that many of these programs are ineffective or duplicate the
efforts of other programs.

14 U.S. Census Bureau, Income and Poverty in 1999, Census 2000 Summary File 3 (SF3)
Sample Data, United Sates — County by Sate, and for Puerto Rico, available at
[http://factfinder.census.gov/servlet/ GCTTable? bm=y&-geo_id=&-ds name=DEC 200
0_SF3U&-lang=en&-mt_name=DEC_2000_SF3 U_GCTP14 US25&-format=US-25& -
CONTEXT=gct], visited Mar. 15, 2005, and Income and Poverty in 1999, Census 2000
Summary File 3 (SF3) Sample Data, United States— Places and County Subdivisionswith
50,000 or More Population and for Puerto Rico, available online at
[http://factfinder.census.gov/servlet/GCT Table?_bm=y& -geoid=&-ds_name=DEC_2000
_SF3 U&-_lang=en&-mt_name=DEC_2000_SF3 _U_GCTP14_US25& -format=US-25&
-CONTEXT=gct],visitedMar. 15, 2005, and Census 2000 Demographic ProfileHighlights
Fact Sheets available online at [http://factfinder.census.gov/servliet/ SAFFFacts?] visited
Mar. 15, 2005.
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Figure 1. Percent Distribution of FY2005 Appropriations for
Community and Economic Development Programs Proposed
for Consolidation, by Administering Federal Agency

D HUD D Treasury

. USDA D Commerce (EDA)

| | HHs

CDBG Formula Grants. The proposed consolidation and the concurrent
reductioninfunding from $5.615 billionto $3.7 billion would significantly affect the
formulaportion of the CDBG program. Of the programs proposed for consolidation,
CDBG formula grants account for 74% of the $5.615 million in aggregated FY 2005
appropriations (See Table 3). The proposed $3.7 billion in FY 2006 appropriations
for the President’ s new program would be $450 million lessthan the CDBG formula
grant’s current FY 2005 appropriation of $4.15 billion. This would be an 11%
reduction in the formula portion of the CDBG program. Opponents of the change
maintain that because CDBG is the largest source of federa assistance for
community and economic development and neighborhood revitalization activities,
changing or eliminating the program would affect not only the 1,168 state and |ocal
governmentsthat receive direct allocations, but it would al so affect the thousands of
nonprofit subrecipients of CDBG funds, including community development
corporations, community action agencies, and faith-based organizations. The
Administration has noted that it is committed to ensuring that the new program will
continue to provide local governments with a high degree of flexibility, but it will
also require that communities demonstrate measurabl e results.
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Policy Questions

Among the questions the Administration’ s initiative poses are the following:

why has the Administration chosen to undertake a new program
rather than strengthen existing programs such as CDBG and CSBG;

e how will eligibility for the new grants be determined and how will
it differ from existing programs that may have divergent recipients,
such as CDBG (which allocates funds to states and local
governments) and the Community Development Financial
Institutions Fund (which competitively awards funds to financial
ingtitutions involved in community development lending in
underserved areas);

e how will the new program differ in its approach from the CDBG
program, whichisthelargest component of the programsthat would
be consolidated;

o what formulafactors will be used to distribute funds, and how will
they differ from the targeting requirements of the CDBG formula;

e how will the new bonus program work; and

e what performance measures will be used to evaluate program
effectiveness?
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Table 3. Distribution of Funds Proposed for Consolidation

Program FY 2005 Per cent of
Appropriations FY 2005
(in millions of $) Total
Community Development Block Grant (formula) $4,150.0 74.0
Community Development Block Grant Set- 302.0 54
Asides
Community Development Block Grants Section 6.0 0.1
108 Loan Guarantees
Brownfields Economic Development Initiative 25.0 0.43
Urban Empowerment Zones 10.0 0.18
Rural Housing and Economic Devel opment 25.0 0.43
National Community Development Initiative 30.0 0.5
Economic Development Administration 257.4 4.6
Community Development Financia Institutions 55.0 10
Fund
Bank Enterprise Awards Program (10.0)
Rural Business Enterprise Grants 40.0 0.71
Rural Business Opportunity Grants 3.0 0.05
Economic Impact Initiative Grants 23.0 04
Rural Empowerment Zones 12.0 0.2
Community Services Block Grants and Related 676.7 12.1
Programs (CSBG)?
Community Services Block Grants (636.8) (11.3)
Community Economic Devel opment (32.7) (0.6)
Job Opportunities for Low-Income (5.9
Individuals (JOLI)
Rural Community Facilities (7.2) (0.2)
Total $5,615.1 100.0°

Note: A programinitalicsisacomponent of the program preceding it in roman type.

a. Althoughthey areconsidered CSBG-related programs, the Community Food and Nutrition Program
and the National Youth Sports Program are not included in the calculations for the President’s
Initiative. The Administration stated that activities funded by these programs duplicate existing
programsof the Department of Agriculture’ sFood and Nutrition Service, and the Social Service Block
Grant, respectively.

b. Funding does not add up to 100% due to rounding.
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Profile of Programs Proposed for Consolidation

The following table includes brief profiles of programs proposed for
consolidation under the Administration’s Strengthening America’s Communities
Initiative proposal. The table lists for each program included in the consolidation
proposal: (1) itsFY 2005 funding level; (2) thetype of recipientseligiblefor program
funds; (3) the type of assistance provided by the program (formula grants, project
grants, loans, loan guarantees); and (4) the method used to award or allocate
assistance. Asageneral observation, the magjority of program funds proposed for
consolidation are currently allocated to local governments, particul arly those within
metropolitan areas, through two block grants — CDBG and Community Services
Block Grants (CSBG). In addition, a number of programs provide direct assistance
to nonprofit organizations, particularly community devel opment corporations, which
may also receive or administer funds as subrecipients.
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