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The Opportunities and Challenges of CDBG

by Naomi Cytron

reated in 1974, the Community Development

Block Grant (CDBG) program, one of the lon-

gest continuously running programs at the De-

partment of Housing and Urban Development
(HUD), is one of the federal government’s largest communi-
ty development and neighborhood revitalization programs.
Program funds are distributed to local jurisdictions and states
based on a standard formula, but as long as the funds princi-
pally benefit low- and moderate-income people, local actors
are given broad discretion regarding their use. Coming out
of the urban riots of the 1960s and the general recognition
that large-scale urban renewal efforts were a failure, CDBG
was developed with the idea that local governments and
nonprofits are better situated to determine community de-
velopment needs than a more centralized oversight body.
The broad range of uses allowed under the program means
that local allocation strategies can be crafted in ways that are
responsive to local conditions. This flexibility has been held
up as the program’s greatest strength.

Since its inception, approximately $120 billion has
flowed through the CDBG program in an effort to improve
the nation’s low-and moderate-income communities. The
program’s broad objective of creating “viable communities
through decent housing, suitable living environments and
expanded economic opportunities for low- and moderate-
income people” has meant that the funding touches many
lives through a number of avenues: employment training
and literacy programs, youth and senior services like Boys
and Girls Clubs and Meals on Wheels, upgrades to public
infrastructure like water and sewer systems, commercial
corridor enhancements, and home buyer assistance, home
safety and energy efficiency improvements.

The program is not without detractors, though. Those
most critical of the program contend that it has been a
“boondoggle”—susceptible to fraud and mismanagement
at best, fruitless and wasteful at worst.! More broadly, a
number of questions regarding the program’s targeting, ad-
ministration, and monitoring have been raised. Does the
federal funding allocation formula ensure that public subsi-
dies go to the communities with the highest needs? Do local
governments allocate their funds fairly? Can the program
adequately demonstrate success? These difficult-to-answer

questions revolve around matters of efficiency, effectiveness,
and equity—worthy issues when discussing the expenditure
of public resources.

A 2005 HUD report examining the current allocation
formula—actually a dual formula of which the core variables,
such as poverty, age of the housing stock, overcrowding, and
population, have not changed since 1978—noted that it has,
“relative to a community development needs index, wors-
ened in its ability to appropriately target funds to entitlement
communities.” A number of alternatives to the current for-
mula have been proposed that use differing combinations
and weights of variables to determine eligibility and funding
levels, sparking concerns about sudden and substantial re-
distribution of funds, and, ultimately, the policy goals em-
phasized by alternative formulas.®> Should the formula be
restructured to target funds to communities with the least
fiscal capacity to address needs? Or to areas that are experi-
encing high unemployment and job losses? Or to areas that
are seeing radical changes in racial and ethnic composition?
No consensus has been reached regarding reworking the al-
location formula.

It’s not just the issue of how to best distribute CDBG
funds across communities that has sparked debate; critics
also ask questions about the mode of grant distribution
within communities. Is it best to use CDBG funds to seed
many programs, even at small scale? Some argue that this
approach is directly in line with the underlying goals of the
program in that it enables broad support of a variety of pro-
grams; it can also be a more politically palatable approach.
However, others argue that targeting funds to limited geo-
graphic or programmatic areas can generate greater impact
and can be more effective in leveraging additional resources
than a more “scattershot” approach. Richmond, Virginia’s
“Neighborhoods in Bloom” program is an experiment in
targeting public and nonprofit community development
resources, including CDBG dollars, to specific neighbor-
hoods. The program provides some evidence that targeted
investments can yield positive effects—increased property
values, lowered crime rates—both for targeted neighbor-
hoods and surrounding areas.* Still, there is little research
that conclusively proves that such targeting is more effective
than smaller, scattered investments.’
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In addition, the issue of impact measurement itself has
generated debate. The broad objectives and flexibility of the
CDBG program leave room for extremely varied applica-
tion of funds. While some grantees channel CDBG dollars
to local nonprofits that use funds to deliver a range public
services, others use it to supplement general funds for in-
frastructure improvements and code enforcement. This
variability creates difficulty in establishing uniform perfor-
mance standards and in assessing program impacts. HUD
has also had well-documented difficulties in establishing a
data collection system that works well both for grantees and
for monitoring purposes. But the larger issue here is that
it’s very difficult to tease out the impacts of a single pro-
gram. Because multiple interrelated factors play into efforts
to improve opportunity and quality of life for low-income
people—and because it’s hard to figure out which variables
capture “improvement” and when to measure those vari-
ables—determining if CDBG alone has been “successful” is
very complicated.

As such, the program has often been under attack, and
the Bush administration threatened to eliminate funding for
CDBG for fiscal year 2006. This effort failed, perhaps sig-
naling that there is broad-based support for the underlying
principles of the program. However, funds have been repeat-
edly cut, and at the same time have been spread more thinly
within and across communities. According to a Government
Accountability Office analysis, real per capita CDBG spend-
ing has declined by almost three-quarters since 1978, from
about $48 to $13 in 2006. In part, this is because the number
of communities qualifying for and receiving CDBG alloca-
tions since the program’s inception has doubled—from 606
in 1975 to 1,201 in 2008.

Figure 5.1 CDBG grant dollars for entitlement communities
have decreased, while the number of entitlement community
graniees has steadily increased
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Considerations should be made regarding
how to improve the capacity of local
governments and nonprofits using
CDBG funds to carry out community
development work.

Despite the debate regarding the best use and distribu-
tion of funds, bipartisan support for CDBG in Congress and
strong support at the local government level are encouraging
signs that the program will continue to direct investment
into low- and moderate-income communities. The incoming
presidential administration has indicated that it will restore
full funding for the CDBG program. But this is an oppor-
tunity to not only raise the funding priority afforded to the
CDBG program, but also to carefully reshape the program;
in other words, it would behoove the incoming administra-
tion to address some of the questions and criticisms of the
program in order to make it more effective.

An important point to underscore here is that the CDBG
program is driven by decisions made at the local level and
carried out by a diffuse network of actors. But conditions at
the local level have shifted dramatically in many areas since
the inception of the program—communities in need have
grown more ethnically diverse, high poverty has cropped up
in new geographies, and the economic backdrop is mark-
edly different due to globalization. In many places, the local
community development infrastructure—if it exists at all—
lacks the ability to tackle the increased scope and scale of
community development challenges. As such, in addition
to rethinking targeting and monitoring of funds, consider-
ations should be made regarding how to improve the capac-
ity of local governments and nonprofits using CDBG funds
to carry out community development work. While CDBG
funds can be used for capacity building—which can take a
variety of forms depending on the needs of a given organiza-
tion—a very small percentage of funding is ultimately devot-
ed to capacity building activities. But assistance on strategic
planning, organizational structure, board development, and
general skill-building for staff can improve the effectiveness
and sustainability of community-serving organizations and
as such should be given greater emphasis under program
guidelines.

There are many demands and expectations of the incom-
ing administration, but given that the current economic
crisis is sure to have ripple effects for all of us—and particu-
larly for already vulnerable communities—for years to come,
determining how to make one of the biggest community
development tools in the toolkit more effective should be
high on the list of priorities. [#]

Winter 2008

(OMMUNITY 01
INVESTMENTS




Strengthening Community
Development Infrastructure

1.

5.

Malanga, Steven (2005). “America’s Worst Urban Program: The Bush
Administration is right to put the community development block grant
out of its misery! City Journal, Spring 2005. Online at www.city-
journal.org.

Richardson, Todd (2005) “CDBG Formula Targeting to Community
Development Need! Office of Policy Development and Research, U.S.
Department of Housing and Urban Development, Washington, DC.
February 2005.

Czerwinski, Stanley (2006). “Community Development Block Grant
Formula: Options for Improving the Targeting of Funds." United
States Government Accountability Office, Testimony Before the
Subcommittee on Federalism and the Census, Committee on
Government Reform, House of Representatives. June 27, 2006,
and Buss, Terry (2008). “Reforming CDBG: An lllusive Quest”
Reengineering Community Development for the 21st Century,
eds. Donna Fabiani and Terry Buss, National Academy of Public
Administration, ME Sharpe, Armouk, New York, 2008.

Accordino, John, George Galster, and Peter Tatian (2005).

“The Impacts of Targeted Public and Nonprofit Investment on
Neighborhood Development” LISC and the Federal Reserve Bank of
Richmond, July 2005.

Buss, Terry (2008).

Encouraging Entrepreneurship

1.

This paper is based in part on a policy paper developed by the
Microenterprise Anti-Poverty Consortium (MAP). Comprising the
Corporation for Enterprise Development (CFED), the Association for
Enterprise Opportunity, The Aspen Institute and the Center for Rural
Affairs, the mission of MAP is to advance microenterprise as an anti-
poverty and economic development strategy.

Association for Enterprise Opportunity (2008) “About
Microenterprise” www.microenterpriseworks.org

National Community Reinvestment Coalition. “The Community
Reinvestment Act” http://www.ncrc.org/index.php?option=com_conte
nt&task=view&id=100&Itemid=123

Joachim, David (2008). “Betting your Retirement on Your Startup;
The New York Times, published September 30, 2008.

“2006 Annual Report to Congress” (2006) National Tax Payer
Advocate. http://www.irs.gov/advocate/

“Report to Congress Assets for Independence Program, Status

at the Conclusion of the 8th Year", Office of Community Services,
Administration of Children and Families, U.S. Department of Health
and Human Services (2008). http://www.acf.hhs.gov/programs/ocs/
afi/research.html; “ORR Individual Development Account Program:
An Evaluation Report; full report,” Office of Refugee Resettlement,
Administration for Children and Families, U.S. Department of

Health and Human Services, http://www.ised.us/template/page.
cfm?d=223; and CFED’s 2006 IDA program survey.

Joyce A. Klein, ligar Alisultanov and Amy Kays Blair, Microenterprise
as a Welfare-to-Work Strategy: Two-Year Findings. (Washington, D.C.:
The Aspen Institute, November 2003), 48; and Peggy Clark and Amy
Kays, Microenterprise and the Poor. (Washington, D.C.: The Aspen
Institute, 1999), 69.

Endnotes

Board of Governors of the Federal Reserve System (1993), Report
to the Congress on Community Development Lending by Depository
Institutions (Washington: Board of Governors), pp. 1-69; and Board of
Governors of the Federal Reserve System (2000), The Performance
and Profitability of CRA-Related Lending (Washington: Board of
Governors, July), pp. 1-99.

Please see the speech “The Community Reinvestment Act and

the Recent Mortgage Crisis” by Federal Reserve Governor Randall
Kroszner, delivered December 3, 2008 for more information. www.
federalreserve.gov/newsevents/speech/kroszner20081203a.htm

Laderman, Elizabeth and Carolina Reid (2008). “Lending in Low- and
Moderate-Income Neighborhoods in California: The Performance

of CRA Lending During the Subprime Meltdown” Working paper
presented at the Federal Reserve System Conference on Hosing and
Mortgage Markets, Washington, DC, December 4, 2008.

A New Safety Net for Low-Income Families

1.

This article is adapted from “A New Safety Net for Low Income
Families,” by Sheila Zedlewski, Ajay Chaudry, and Margaret Simms
(2008). The Urban Institute. www.urban.org/publications/411738.html

Acs, Gregory and Margery Austin Turner (2008). “Making Work Pay
Enough: A Decent Standard of Living for Working Families” The
Urban Institute. www.urban.org/UploadedPDF/411710_work_pay.pdf

U.S. Census Bureau News (2008). “Household Income Rises, Poverty
Rate Unchanged, Number of Uninsured Down! Press release, August
26, 2008.

Perry, Cynthia and Linda Blumberg (2008). “Making Work Pay II:
Comprehensive Health Insurance for Low-Income Working Families!
The Urban Institute. http://www.urban.org/UploadedPDF/411714_
working_families.pdf

Waters Boots, Shelly, Jennifer Macomber, and Anna Danzinger
(2008). “Family Security: Supporting Parents’ Employment and
Children’s Development” The Urban Institute. www.urban.org/
UploadedPDF/411718_parent_employment.pdf

Holzer, Harry and Karin Martinson (2008). “Helping Poor

Working Parents Get Ahead: Federal Funds for New State
Strategies and Systems”” The Urban Institute. www.urban.org/
UploadedPDF/411722_working_parents.pdf

Loprest, Pamela and Karin Martinson (2008). “Supporting Work for
Low-Income People with Significant Challenges!” The Urban Institute.
www.urban.org/UploadedPDF/411726_supporting_work.pdf
Simms, Margaret (2008). “Weathering Job Loss:

Unemployment Insurance.” The Urban Institute. www.urban.org/
UploadedPDF/411730_job_loss.pdf

McKernan, Signe-Mary and Caroline Ratcliffe (2008). “Enabling
Families to Weather Emergencies and Develop.” The Urban Institute.
www.urban.org/UploadedPDF/411734_enabling_families.pdf

Return on Investment

1.

Alan Greenspan, “Sustainable Community Development: What
Works, What Doesn't, and Why?" remarks delivered at Federal
Reserve System conference on Community Affairs Research,
March 28, 2003. http://www.federalreserve.gov/boarddocs/

speeches/2003/20030328/defaulthtm.

2. The Urban Institute (2008). Beyond Ideology, Politics, and
Guesswork: The Case for Evidence-Based Policy: Revised 2008

A New Look at the CRA (Washington, D.C.: The Urban Institute).

1. Press release of Senator Robert Menendez, “Fed Chairman Bernanke 3. National Academy of Sciences (2008). Rebuilding the Research
Confirms to Sen. Menendez that Community Reinvestment Act is not Capacity at HUD (Washington, D.C.: National Academy of Sciences).
to Blame for Foreclosure Crisis” December 2, 2008. http://menendez. 4. Ibid, p. 2-13.
senate.gov/pdf/112508ResponsefromBernankeonCRA.pdf

- (OMMUNITY
Winter 2008 INVESTMENTS 29




Supporting Young Children and Families .

1. This article is adapted from “Supporting Young Children and Families:
An Investment Strategy That Pays, by Julia Isaacs, published by The 19
Brookings Institution Opportunity 08 project and the First Focus ’
publication Big Ideas for Children: Investing in Our Nation's Future. 13.

2. The estimate assumes annual per child costs of $9,200 per year and
participation rates of 75 percent for poor four-year olds, 60 percent 14.
for poor three-year olds as well as partially subsidized four-year olds, 15
and 35 percent for partially subsidized three-year olds. For more
details, see Isaacs, 2007.

3. Subtracting out the $6.5 billion currently provided to three- and

four-year olds through Head Start yields the $18 billion figure for 16.
new costs. The long-term goal would be to bring the national Head
Start program and the burgeoning state pre-kindergarten programs
together into an expanded national pre-kindergarten initiative that
provides comprehensive, high-quality services to three- and four-
year-olds. Initially, however, the federal government might have to
continue separate funding streams for Head Start and the new pre-
kindergarten initiative. 18.

4. Rolnick, Arthur and Rob Grunewald (2007). “The Economics of Early
Childhood Development as Seen by Two Fed Economists,” Community
Investments 19(2), Federal Reserve Bank of San Francisco. 19.

5. Olds, David L. (2006). “The Nurse-Family Partnership: An Evidence-
Based Preventive Intervention! Infant Mental Health Journal, vol. 27,
no. 1: 5-25. 20.

6. The $2 billion estimate follows the methodology outlined in Isaacs,
2007 (Cost Effective Investments in Children, Brookings Institution)
except that it assumes that 50 percent of eligible women would 21.
participate, as in typical sites operating today, rather than 75 percent, 29,
as in the initial three experiments. This change, based on information
provided by the Nurse-Family Partnership National Service Office,

Lipman, Barbara. (2005) “Something’s Gotta Give: Working Families
and the High Cost of Housing,” Center for Housing Policy. http://www.
nhc.org/pdf/pub_nc_sgg_04_0b.pdf

Housing + Transportation Affordability Index http://htaindex.cnt.org/
Reconnecting America. “Realizing the Potential: Expanding Housing
Opportunities Near Transit” www.reconnectingamerica.org/public/reports
Ibid.

. “Research Demonstrates Positive Impact of Family Resident Services

on Property Financial Performance” (2007) Enterprise Community
Partners, Inc. http://www.practitionerresources.org/cache/
documents/645/64551.pdf

Proscio, Tony. (2006) “More than Roofs and Walls: Why Resident
Services are an Indispensable Part of Affordable Housing” Enterprise
Community Partners.

“2008-2010 Research and Policy Agenda” National Resident Services
Collaborative. http://www.enterprisecommunity.org/programs/
documents/research_policy_agenda.pdf

Waller, Margy. (2005) “High Cost or High Opportunity Cost?
Transportation and Family Economic Success;’ Brookings Institution
Policy Brief, Center on Children and Families #35, December 2005.

Garfinkel, Perry. "A Hotel's Secret: Treat the Guests Like Guests” New
York Times, August 23, 2008. http://www.nytimes.com/2008/08/23/
business/23interview.html

Proscio, Tony. (2008) “Sustainable, Affordable, Doable: Demystifying
the Process of Green Affordable Housing” Enterprise Community
Partners.

‘H.R. 6078: GREEN Act of 2008" Govtrack. www.govtrack.us

Proscio, Tony. (2008) “Sustainable, Affordable, Doable: Demystifying the
Process of Green Affordable Housing” Enterprise Community Partners.

reduces the cost estimate from $3 billion to $2 billion. 23. Ibid.
7. Waldfogel, Jane (1999). “Family Leave Coverage in the 1990s” . .
Monthly Labor Review. October 1999, 13-21. Twenty-First Century Ownership
8. See Boots, Macomber, and Danziger (2008) “Family Security: 1 Sherraden, Michael (1991). Assets and the Poor. Armonk, NY: M.E.
Supporting Parents’ Employment and Children’s Development,’ The Sharpe.
Urban Institute, for further information on California’s Paid Family 2  Brown, Larry, Robert Kuttner, and Thomas Shapiro (2005). “Building

Leave program and for a similar proposal for employee-financed paid
family leave through state pooled funds.

Beyond Shelter

1. “Enterprise Commends House Ways & Means Committee for
Passage of Landmark Low-Income Housing Tax Credit Modernization
Legislation” (2008) Enterprise Community Partners.

3
2. The credit allocation is generally derived by multiplying the “qualified
basis” of approved development costs by the applicable percentage. 4
3. “Low-Income Housing Tax Credit: Tax Credit Percentages!
Novogradac & Company, LLP. http://www.novoco.com/low_income_ 5
housing/facts_figures/tax_credit_2008.php 6
4. Neighborworks America (2008) “Low Income Housing Tax Credit
Modernization in HERA 2008" www.nw.org/Network/policy/
documents/RegaringPublicLaw110--289MF-LIHTCChanges10-4- 7
08.pdf
5. Ibid.

Federal Policy Project (2008). “California Advocates Propose Major 9
New Stimulus Spending on Affordable Homes.” www.chpc.net/dnld/
NOVO08_FPPstimulus-FINAL.pdf

7. “National Housing Trust Fund: President Signs Housing Trust Fund 10
Into Law on July 30, 2008" National Housing Trust Fund, www.nhtf.
org 1

8. Sard, Barbara and Will Fischer (2008). “Preserving Safe, High Quality
Public Housing Should be a Priority of Federal Housing Policy” Center 19
on Budget and Policy Priorities.
9. lbid.
10. Lipman, Barbara. (2006) ‘A Heavy Load: The Combined Housing and 14

Transportation Burden of Working Families;” Center for Housing Policy.
http://www.nhc.org/pdf/pub_heavy_load_10_06.pdf

30 COMMUNITY
INVESTMENTS

a Real Ownership Society”; Bynner, J. and Will Paxton (2001). “The
Asset Effect” London, Institute for Public Policy Research; Schneider,
Daniel and Peter Tufano (2004). “New Savings from Old Innovations:
Asset-Building for the Less Affluent” Community Development Finance
Research Conference; Shapiro, Thomas (2004). The Hidden Cost

of Being African-American: Oxford University Press; Sodha, Sonia
(2006). “Lessons from Across the Atlantic”

Woo, Beadsie and Heather McCoullough (2008). “Expanding Asset
Building through Shared Ownership.” Annie E Casey Foundation.
Market Creek Plaza website, www.marketcreek.com

Interview with Tracy Bryan, Jacobs Center for Neighborhood Innovation

Stuhldreher, Anne (2007). “The People’s IPO: Lower-income patrons of
Market Creek Plaza can now invest in the shopping center.” Stanford
Social Innovation Review, Winter 2006.

Interview with Tracy Bryan, Jacobs Center for Neighborhood Innovation
New Hampshire Community Loan Fund (2008). News release, ‘Loan
Fund sends housing strategy nationwide.” May 6, 2008.

French, Charlie, Kelly Giraud, and Salld Ward (2008). “Building
Wealth through Ownership: Resident-Owned manufactured housing
communities in New Hampshire! Journal of Extension, 46.

Fireside, Daniel (2008). “Community Land Trust Keeps Prices
Affordable - for now and forever!” Yes! Magazine, Fall 2008.

Mission Asset Fund website. “The Mission Asset Fund: Investing in the
American Dream! www.missionassetfund.org

Ibid.

Interview with Steve Meacham, Tenant Organizing Coordinator, Vida
Urbana, October 3, 2008

Silverman, Ann, Kalima Rose, and Dwayne S. Marsh (2006).
“Community Controlled Housing for Massachusetts: Securing
Affordability for the Long Term.” Action for Regional Equity, Policy Link.

Winter 2008






