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• Dear Mr. President: 

STATI~ OP :,.;_I~ .J t-;l(SJ·:Y 

D1-:PART!!llENT OF co~nrt:xnY A1··1'.'I.IHS 

PAUL N. l'L'✓ISAKE:R, C'JM"'-1';;'=,ICr:E.=-

July 7, 1967 

·Your Task Force on the Cities agreed early in 
its deliberations that now was no longer the time merely 
for minor adjustments in current programs. 

The nation's urban condition demands far more. 

What more it demands is not simply a matter of 
money. A much higher level of spending and investment -
private as well as public - is clearly in order. But we 
concur in your own expressions, and those of your Ca_binet, 
that money in itself is not an urban panacea. 

We have attempted in the attached report to state 
what else is involved in "working at scale" on the 
nation's urban problems. 

We do not pretend to have all the answers, and 
we are not as certain as we would like to be about those 
we put forward. We are also aware of the constraints 
governing your own and the nation's response. 

Nevertheless, we conclude our work on a note of 
greatest urgency. The growing apartheid of our urban 
populations, segregating by race and income, presents this 
nation with an ugly fact and an ominous future - and a 
possible threat to our security which may too soon overshadow 
that of Vietnam. 

This threat may not materialize. Yet we think 
it would be folly to test that possibility by doing no 
more to dispel it than is explicit in the nature and scale 
of our current urban efforts. 

We submit this report to you with our deepest 
respect and our very best wishes. We are grateful for the 
opportunity you have given us to consider these problems 
with you, and we appreciate the very considerable help 
provided to us by your staff. 

The President 
The White House 
Washington, D. C. 

Respectfully, 
/ .. 

/~'1/.<~~~ 
Paul N. Ylvi~ker 
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SUMMARY 

The Argument: 

The overriding problem of our cities is segregation 
by race and income. 

No solutions of the nation's urban problems are valid 
unless t~ey deal directly with the questions posed by segregation. 

A dangerous confrontation.is building in most of our 
metropolitan areas between white and Neg·ro, rich and poor, 
growing suburb and declining central city. 

Discrepancies in standards of living are widening, and 
they are deepening into ominous differences in life style and 
outlook. 

We see no prospect that these disturbing trends will be 
arrested by "natural" forces or by current programs at present 
scale. 

The nation is at a turning point in its development. A 
century ago, President Lincoln risked the Union in order to 
preserve it against the threat of internal division. Today a 
comparable venture in national leadership is called for to 
heal the rift between the ghetto and growth sectors of American 
society. 

·***** 

The Facts: 

If present trends continue: 

-- by 1983, the aggregate population of the 
nation's central cities will be nearly 40% Negro 
and 40% poor. 

-- by 1983, at least twenty of our major central 
cities including Chicago, Philadelphia, Cleveland, 
Detroit and Baltimore will be predominantly Negro. 

--these emergent Negro·majorities will be inheriting 
the deficit areas of the American economy: business 
investments in central cities are declining 
relatively; so are per capita incomes, public revenues, 
and conditions of housing: and total jobs are declining 
abso'iutely. 

--merely holding central city ghettos to their 
present size will require the movement of approximately 
450,000 Negroes annually into predominantly white 
suburbs -- nearly 10 times the present rate of 
Negro out-migration. 
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increasing present Federal services (health, 
education, housing, etc.) to a minimu~ acceptable 
level and extending them to every poor person in 
every central city would require an annual outlay of 
about $27 billion -- roughly 3 times what we are 
now spFndt'ng. But there is no assurance that tripling 
present expenditures would substantially improve 
the quality of life in the ghetto or increase the 
rate.of metropolitan integration. Neither is likely 
to happen unless there is an explicit national 
policy to bring those caught in the ghetto within 
living, working and schooling distance of the growth 
sectors of American society. "Separate but equal" 
has been discarded as a formula for good education. 
It cannot be retained as a recipe for the good life 
of an urban civilization. 

***** 

Our Recommendations: 

A. Generally: 

I. That the integration of our urban and urbanizing 
populations be explicitly stated as national policy; 
that it become the first criterion by which present and 
proposed programs are tested; that a wide variety of 
powerful incentives be devised to accelerate integration; 
and that employment and educational prospects for the 
urban poor be sharply increased. 

II. That barriers to the development of coherent national 
urban policies and programs both in this and other 
problem areas be removed by reforming the federaj 
grant-in-aid system; linking aid directly to 
disadvantaged individuals; and increasing the 
capability and participation of state and local 
governments. 

III. That the nation's capacity for research, training, 
experimentation and evaluation in urban affairs be 
greatly strengthened and expanded. 

B. More Specifically: 

There are several concurrent strategies for arresting 
and reversing present trends toward urban segregation by 
race and income. 

These. strategies and the overall objective will require 
Presidential leadership: to mobilize public support 
for what may seem a minority cause; and to.stimulate 
bureaucratic and enterpreneurial ingenuity in 
direct.ions which often differ sharply from thos~ 
now orevailinq. 5 
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While this report focuses on actions governments 
can take to increase integration, we utge Presidential 
support and encouragement for private interest in 
these problems -- an interest which ranges from 
the operation of Job Corps centers all the way 
to comprehensive schemes for neighborhood and 
even metropolitan deyelopment. The private 
sector can be counted on to share the burden of 
leading public opinion on the questions of in­
tegrating community schools and work situations. 
Its involvement is essential on a rising scale 
and with every encouragement to those willing to 
experiment with new Rartnerships and techniques 
in public-interested enterprise. 

Our basic str~tegies are: 

1. to create a system of metrooolitan-wide 
incentives to governments, individuals, 
and the private sector which will make 
integration and enrichment less expensive 
for cities and suburbs and more attractive 
to business and the citizenry. 

2. to greatly increase aids to those now living 
in the ghetto, to encourage their entry 
into the growth sectors of metropolitan 
society, and to achieve a better racial 
and economic mix in the central city. 

3. to reduce further migration of the rural 
poor into the ghetto by providing tetter 
opportunities and more direct access to 
growth sectors elsewhere. 

Our major recommendations for carrying out these strategies 
are as follows: 

a. Tighten up and extend the statutory and 
administrative requirements for open occupancy~ 
equal opportunity, and other rights essential 
for urban integration. The most immediate need 
is for an executive order axtending the 1 
i;e9uirement of open occupancy ta all housing • 
which is in any way financed or insured b~ 
federal agencies. 

, .. ; 
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b. Create the most powerful incentives possible 
for both private and public sectors to move 
toward integration of race and income: 

bl. Extend present federal metropolitan planning 
review requirements to cover housing, urban· 
renewal, schools and community facilities, 
and allow bonus grants to those suburb.an 
communities which encourage integration. 

b2. Use the location of public facilities (both 
Federal and Federally-supported) and the 
placing of public contracts and expenditures 
as levers to secure open housing, employment 
and other opportunities. 

b3. Tie existing federal programs (e.g. housing 
and relocation) to requirements and incentives 
for integration. 

b4. Condition an lan for the redistribution or 
sharing of federal revenues or for tax credits·· 
and block grants) on state and local progress 
toward urban integration. 

bS. Experiment with new forms of incentives: 

-ABounties" tied to residents of the ;hetto 
which can be collected, e.g., by suburbs or 
other neighborhoods outside the ghetto for 
educating low income children to specified 
standards, or by employers who agree to hire 
and train under certain specified conditions. 

-- general grants for metropolitan dev~lopment 
programs which specifically encourage integration. 

-- low or non-interest loans to metrooolitan 
development corporations to encourage integrated 
housing, employment and education. . 

-- expanded workable program requirements, 
use of HEW "state plan 11 requirements, and 
grants for state governr,1ents which prepare 
state-wide plans for urban integration. 

-- technical assistance in every way 
appropriate to indigenous, self-help 
groups desiring to engage in community-improvement 
programs in housing, employment, education, etc . 

...:. 
7 . . 
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-- direct incentives in the form of subsidized 
interest rates for lenders and builders of 
housing which is and promises to remain inte-grated. 
"Managed integration" -- relying on experimental 
applications of benign quotas -- should be 
encouraged. 

-- income maintenance plans which increase 
consumer demand and induce economic development 
of depressed neighborhoods - and which also 
facilitate the free entry of ghetto residents 
into the open market for housing, health, and other 
essential goods and services. 

-- possibly (and the contrary arguments 
advanced by the Treasury give us pause) tax 
incentives to encourage private investment in 
depressed urban areas -- or at least to 
discourage depreciation credits for properties 
in violation of code. 

-- as much relief of the local property tax 
as possible, to correct its inherent discrimination 
against low-income residents both within the 
ghetto and as they attempt to move from it into 
suburban enclaves. 

b6. Move toward 100% federal financing of welfare 
costs, and eliminate local residence and other 
restrictions which inhibit the mobility of low­
income persons. 

b7. Greatly increase and stabilize the flow of 
investment into the housing market, to ensure a 
growing supply of housing at all income levels, 
and at the same time a greater mobility of ghetto 
residents. 

b8. Greatly increase and strengthen the variety of 
public services (health, education, job training, 
etc.) available to residents of the ghetto -- as 
detailed in the sections which follow. 

b9. Concentrate on job and career development in 
the service sector of the economy. This is the 
largest growth area and offers the greatest 
potential for new jobs and careers for ghetto 
residents. An essential part of this effort 

• would be to provide entry at non-professional 
levels, accompanied by training efforts which 
continuously offer opportunity for upgrading 
and career development. 

8 
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blO. Explore ways and means of redirecting the 
flow of rural in-migrants including opportunities 
for jobs and housing closer to their point of 
origin; experiments with transitional 
communities; efforts to equalize ratio of 
in-migration among metropolitan areas; and 
development of record systems which follow 
migrants from rural origins to urban 
destinations. 

c. Accelerate present efforts to reorient the federal 
establishment and the federal system, away from the 
categorical em~hasis and the closed technical and 
bureaucratic circuits which have fragmented and 
insulated governmental programs, and toward: 

cl. determination of urban policy at higher levels 
and at more critical points in the federal 
establishment -- in particular, providinq an 

ban competence within the White House Staff, 
o Eco rs _the Treasury 

(especially the Internal Revenue Service), and 
the Federal Re~erve system. 

c2~ consolidation of federal grants and simplification 
of grant procedures, moving toward performance 
standards and away from the present and debilitating 
preoccupation with detailed programmatic 
requirements. A detailed proposal is outlined 
in the following sections. 

c3. decentralization of governmental programs, 
with a strong bias in favor of enlarging the role 
of state and local political executives. Direct 
grants should be made to governors and mayors 
for staff assistance and expert aid on urban 
problems. 

d. Greatly strengthen the nation's capacity for urban 
analysis, training innovation, and evaluation: 

dl. seize immediately on the opportunity presented 
by the Model Cities Program, selecting a half- / 
dozen of the more promising applicants for a 
special effort at scale: concentrating the 
full range of federal aid programs on 
these models, taking an initiative in designing 
and executing the experiments, and providing 
for a thorough and objective appraisal of results. 

9 
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d2. strengthen the community action programs of O.E.O., 
as prototypes of the continuous developmental 
and innovative function that is espential in 
urban affairs. Particularly needed are longer­
term financing for these and other experiments, 
and more discretion in allocating funds for 
research, development and evaluation. 

d3. expand and consolidate federal aids for recruiting, 
training and extending the manpower and expertise 
now in critically short supply across the whole 
range of urban needs. 

d4. provide grants to state and local governments, 
and to urban universities, to strengthen their 
capacity for research, development and analysis. 

dS. steadily increase the funds available to HUD 

A Perspective: 

for research and development, much of it to be 
placed as contracts with competent institutions 
around the country. 

We have concentrated our attention on what we believe 
are the three most critical problems plaguing urban 
development in this country: the problem of racial and 
income segregation; the administrative and fiscal problems 
of federalism; and the problem of developing the 
managerial and analytical capacities for tackling urban 
problems at scale. 

We have de,3.1 t only in passing with other urban 
problems: of aesthetics and design; of engineering and 
traffic; of air, water and land pollution; of culture, 
recreation, and the arts. Not because they are unimportant, 
but because they are not so important as the ones we have 
addressed, and also because they are more constantly 
being worked at by powerful forces for self-correction. 

There are no easy answers. If there is any solution, 
it lies in a national commitment to face the problem in its 
full magnitude, and to persevere past spontaneous remedies 
and panaceas. Nor will any appeal such as ours be popular 
for it is an appeal on the one hand to a majority who are 
relatively content with their urban lot, and on the other 
to restive and outspoken minorities some of whom are 
beginning to believe that h building the ghetto they 
are building towards political equality. 

Still we cannot recommend otherwise. The spectre 
of civil discontent and potential guerrilla warfare is 
spreading over the land. 

10 



INTRODUCTION 

America and its communities are changing with unsettling 
rapidity. Much of this change has been healthyand many of 
the problems it has caused tend to evoke their own solutions .. 
This country - despite its transitional strains ~nd its freely 
voiced complaints~ has an immens~ capacity for self-correction. 

But for an increasing number of the people living in 
American cities change has meant deterioration, continued 
unemployment, and growing alienation from the rest of society. 
No process of self-correction promises to rebuild our cities 
and reunite our urban population; our present problems ·promise 
only to become worse. 

We believe that some problems of American cities are of 
such transcending importance as to command an urgent response 
on a national scale. We also believe that the next 5 years 
must be used to develop the capacity to alter present trends 
of urban development. For we are building toward a confrontation 
between Negro and white, between the mainstream and the dis­
affected, and between the affluent and the poor - a confrontation 
whose symptoms already are apparent in the sporadic and ominous 
violence which flares up across the Nation in our urban centers 
both large and small. 

We foresee a time when this militancy will engage a larger 
share of central city populations. The~r demands for employment 
opportunities, compensatory education, and other services are 
increasing, while the economy of the city and its ability to 
respond are in decline. 

Only the President of the United States can lead the national 
effort which is required to change this pattern. And, he will 
need strong and committed allies and new and flexible instruments 
of policy. We are convinced that the President must forge a 
grand national coalition to direct the Nation's resources at its 
city problems. 

11 
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Thus, the Task Force believes that the first priorities 
for public action in urban America are related to the growing 
disparity between city and suburb - a disparity which is ex­
pressed in the segregation between white and Negro, the gap 
between income in central city and in suburb, and the uneven 
economic growth in metropolitan areas. 

We decided early in our deliberations to focus on these 
urban disparities. 

We have divided our report into two major components. 
The first is a straightforward description of urban disparities, 
·by race, income and economic development. The second involves 
a series of recommendations - some modest, some sweeping -
intended to increase sharply our ability to deal wi'th :urban 
problems creatively, responsively, and on a larger scale than 
is presently possible. 

While we believe that the sorts of programs we are recommend~ 
.ing should have the highest national priority, we recognize how 
politically and practically difficult it is to spend a larger 
portion of our resources on the urban poor and the central cities. 
This is true fundamentally because the present system of urban 
development works quite well for most people. Most Americans 
are happy in suburbia: they have done well in the system, and 
they look forward to doing better. Our report focuses on the 
disadvantaged and they are the minority. Their potential impact 
on American society, however, is enormous. 

12 
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THE PROBLEM 

The overriding problem of our central cities is segregation 
There are no valid solutions to the urban by race and income. 

crisis which do not deal direct! with the uestions 
is segregation. 

The facts are these: About 22% of the total population 
of our central cities is Negro, and 36% of these Negroes have 
incomes in the poverty range. Within 5 years, assuming present 
population trends and allowing for current levels and even 
greater effectiveness of ameliorative public programs, the 
proportion of Negroes to central-city population will rise to 
27% with no appreciable difference in the percentage in poverty. 
By 1978, the proportion will be 32%, and by 1983 our central 
city population will be -38% Negro, nearly two-fifth of them 
poor. 

. These are percentages of the total population of all our 
central cities. By 1973 at least ten of our major cities will 
be predominantly Negro; by 1983, at least twenty, including 
Chicago, Philadelphia, Cleveland, Detroit and Baltimore. 

There is an increasing national awareness of these figures, 
if not of their consequences for American society. 

These consequences mig~t be cause for optimism rather than 
concern, since American minority groups traditionally have 
sought and won political power in cities. Overall the experience 
has been a healthy one for our pluralistic political system. 
But unlike the others the Negro ascendancy may not be accompanied 
by economic power, dispersion and assimilation. This traditional 
function of the city simply has not worked as well for Negroes. 
We therefore fear that the changes in city life and political 
control implicit in the above population trends will not parallel 
the coming to power of other in-migrant groups. 'l'hey ma~, in 
fact, increase the possibility of a dangerous confrontation which 

*Our report discusses this segregation as it affects 
Negroes. In many cities, of course, we are referring 
to a problem which includes Negroes and Mexican Americans 
or Negroes and Puerto Ricans. We have included these 
groups in our cost calculations (see below), since many 
of their problems - low income, poor educational achieve­
ment, substandard housing, high birth rates, etc. - are 
similar to those of central city Negro and white poor. 

13 
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divides American society along city-suburban lines: We do 
not know how high the probability of this confrontation is 
but we are certain that it is high enough to be cause for 
alarm. 

Its potential dangers lie in the following: 

1. The growing disaffection and alienation of Negro 
ghetto residents which together with their increasing militancy 
is resulting in increasing violence in cities. 

2. The still powerful force of out-migration by white 
middle-class residents from the city, coupled with the still 
sizeable pool of rural poor who are migrating to cities. 

3. The general disparities in income and economic growth 
indicated by large proportions of poor in central cities and 
increasing affluence and economic growth in suburbs. • 

4. The coincidence of race and poverty which compounds 
the problem. There are twice as many of the poor and four 
times as many Negroes in central cities as there are in the 
balance of metropolitan areas. Of the Negroes who live in 
cities 86% are segregate·d by race, which suggests the "ghetto" 
character of the problem. 

5. The inability of even well motivated central city 
leadership to fashion an effective response to problems whose 
solutions lie in metropolitan areas as a whole and require 
revenues far beyond the capacity of any city. 

We recommend integration throughout metropolitan areas 
not only because it is morally right but also because of the 
two cultures which are developing in urban society along racial 
lines. The demands of the one and the resistance of the other 
portend continued violence which already is testing severely 
the values of American society. 

The sheer magnitude of the ghetto problem is staggering. 
Simply holding central city ghettos to their present size will 
re uire the movement of a roximatel 450,000 Ne roes a ear 
into predominant* w 1te suburbs. Such a .. igure wou c represent 
nearly lo times t e present rate of Negro out-migration. 

14 
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Any integration strategy also would require a.substantial 
increase in the standard of living of ghetto residents. While 
enrichment alone will not insure integration, it is difficult 
to imagine large numbers of central city poor moving to the 
suburbs without substantial increments in income. Our crude 
cost calculations for providing even a minimum acceptable 
level of s~cial services for all central city poor indicate 
federal expenditures of $27 billion per year, almost triple 
present outlays. 

The disparities between city and suburb go far beyond 
the race and income of their populations. Every available 
indicator of economic activit dramatizes the deterioratin 
competitive position o the central city. Specifically: 

- Manufacturing _volume in central cities has been 
increasing at less than half the rate of manufacturing volume 
nationwide. 

- The number of retail establishments has been decreasing 
in the central city, but increasing elsewhere in the Nation. 

- The total number of jobs in central cities has decreased 
by over 10% since 1950, while total central city population in 
this time has increased by 21%. 

- In 1960, the per capita income in suburbs was almost 
10% higher than it was in central cities. This gap appears 
to be widening. 

- In 1962, local per capita welfare expenditures in central 
cities were almost twice what the·y were in suburbs. This disparity 
is increasing at an even faster rate than the difference in poor 
populations. 

It has become painfully clear that jobs, investment and 
services are by-passing the central cities at the rate which 
serious! .constrains the cities' ca acit for meeting probl:ms 
w grow in magnitu e and nastiness. 

_ ·The above might be altered radically by changes in 
. population trends or public attitudes. Such changes, however, 

are both unlikely and unpredictable. Given these uncertainties, 
our report focuses on current governmental policies and levels 
of spending. We recognize that government action is only one 
element in the· process of urban development and decline. While 
it may not be a sufficient condition for turning the tide, it 
• • 1 I is certain ya necessary one. 

15 
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We believe that to alter these projections significantly 
quantum leaps must be taken in public policy and levels of 
spending. 

It is apparent that segregation by race and income in 
our great metropolitan areas is outstripping whatever we are 
now doing to offset it. The Task Force knows that integration 
will require more than laws and federal policies, but we 
suggest that the time has come to accelerate public efforts 
to break down the walls of the ghetto 

In summary, the Task Force identifies as a problem of 
the greatest national urgency the growth and poverty of 
central city ghettos and the related race and income 
segregation in urban areas. 

16 



Recommendations 

I. Increasing race and income integration in urban areas 

The Problem 

Of all the problems the Task Force nas addressed, 
none is more vexing than the question of devising 
effective strategies to integrate metropolitan areas. 
We nonetheless believe that the highest priority must 
be given to integration. Without it, ghetto families 
will be denied the opportunities enjoyed by the urban 
majority; they will be forced to live in the least 
attractive housing at increasing distances from the 
growth sector of the urban economy; and the problems 
of a disadvantaged minority will be concentrated in 
the central cities. 

Although improved standards of living are 
absolutely essential if ghetto residents are to move 
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into the mainstream of American life, it is illusory to 
believe that enrichment alone will guarantee integration~ 
The residential patterns of every metropolitan area 
document the fact that income alone does not provide 
Negroes with the same freedom of choice enjoyed by other 
Americans. ~qually important, the decentralized political 
system of the metropolis employs land use and other public 
controls to limit severely housing opportunities in 
suburbia for all lower income families. 

The prime impediment to the dispersion of the 
ghetto is the fact that large numbers of city 
dwellers and suburbanites are opposed to residential 
integration and integrated education. In the central 
cities, the opponents of integration usually have more 
influence at City Hall than th~ residents of the ghetto. 
In thi suburbs, the Negro has no political voice; and 
the local political system employs a variety of devices 
to satisfy its constituents' desire to exclude Negroes 
in particular, and lower income families in general, 
from their neighborhoods~ Highly responsive to their 
relatively homogenous clientele an<l most suburban 
governments show little interest in assuming any 
responsibility for the general welfare problems of 
the metropolis. Given the rising per capita costs of 
suburban governments and their heavy reliance on the 
property tax, this attitude is, to some extent, 
understandable. (See Section II) 

17 



As a practical matter, an integration strategy 
must encompass the metrop 0 litan area. Given the 

_likelihood of Negro majorities in a number of major 
cities, integration cannot be accomplished within the 
confines of the central city. In fact, an integration 
strategy which excludes the suburbs would only serve 
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to hasten the exodus of white families from the central 
cities. 

Another reason for developing integration strategies 
in a metropolitan context is that the housing market 
functions over an entire metroplitan area. ·operating 
within a local rather than-metropolitan context, 
Federal housing programs, especially those aimetl at 
the disadvantaged, have done little to foster dispersion. 
In fact, more often than not, these programs have· 
encouraged residential segregation. 

Federal.efforts to enGourage metropolitan planning 
and coordination have avoided the olic areas most 

i e y to af ect t e pattern o residentia segregation. 
Substantial progress has been made during the past 
few years toward securing regional approaches to 
transportation, air pollution, and water supply. 
Conspicuously absent from this. list are programs that 
might be used to promote integration. The sad truth 
is that the emerging metropolitan institutions are 
concerned almost exclusive!¥ with the problems of 
suburban development and wlu te middle class families 
in cities and suburbs. Unless there is a radical change 
in the outlook of these planning and review agencies, 
they are likely to widen the gap between city and suburb. 

Open housing legislation too has had minimal impact 
on integration in the metropolis. Those seeking 
integrated housing must rely on widely varying state 
and local fair housing codes. These almost always 
exempt the most common form of suburban housing -
the single-family dwelling. Another major weakness is 
the cumbersome, case by case approach based on individual 
complaints, a process which requires legal sophistication 
and/or support which usually is unavailable for the ghetto 
dweller. 

The Federal government's record in this area is ) 
also unimpressive - neither FHA nor VA have moved 
aggres~ively to secure maximum impact from the 1962 
Executive Order bannin discrimination in housin 

inanced by Federa ly guaranteed mortgages. 

18 



We believe, finally, that many programs designed 
to improve the standards of living of ghetto residents 
will be unnecessarily expensive and perhaps totally 
ineffective unless accompanied by vigorous efforts to 
integrate metropolitan areas. 

9 

The same constraints of high cost and inefficiency 
are imposed by the still large flow of in-migrants from 
rural areas to central cities. Largely unskillea·and 
uneducated, this group will keep city service costs 
high even if we are successful in upgrading the existing 
urban poor. Until we "short cir~uit" this proc~ss of 
ghetto replenishment the tasks of integration and 
enrichment will be doubly difficult. 

Federal programs to assist the ghetto resident 
are characterized by four problems: 

1) The scale· of Federal expenditures is not large 
enough _to offer opportunities to enough ghetto residents 
to make a difference. If Federal educational, health, 
legal, welfare, housing and manpower services were 
increased to a minimum acceptable level and extended 
to every poor person in every city, the cost would be 
about $27 billion in 1968, or 3 times what we are now 
spending.· 

2) Federal programs are too diffused and badly focused. 
Reform and refocusing of existing programs is a 
sensible first step in any attack at scale on the 
problems of cities. The potential effect of Federal 
grants often is scattered without regard to the need or 
capacity of recipients. No city or neighborhood 
receives enough assistance to make a significant 
breakthrough in solving problems but most receive 
e_!:?uqh to raise the exp.e_~tions of the poor. 

3) Some Federal programs are misdirected. The National 
Housing Act of 1949, for example, has increased the 
housing opportunities of middle- and upper-income 
residents far more than it has affected the poor. In 
still other instances the progressive effects of Federal 
programs have been blunted by a failure to reach the 
ghetto poor. 

4) When Federal programs do reach the urban poor, 
they are often ineffective. This is, in part, a 
function of the primitive state of the art of solving 
human problems. (See Section III) In addition, 
the effectiveness of programs is impaired by the delays 
and inflexibility bf the administration of Federal 
assistance. (See Section II) 

Our recommendations are divided between those which 19 
contribute directly to the integration of the metropolitan 



complex (including in-migrants from rural areas) and 
those which upgrade the central city poor to create 
more opportunities for mobility and integration. 
This is .simply a matter of .convenience, since we 
assert that both approaches must be undertaken­
simultaneously. 

Programs which contribute directly to the inte­
gration of Negroes in the metropolitan complex. 

A. The Task Force believes that the first 
criterion for judging Federal programs ought 
to be the extent to which they increa&e 
integration in our metropolitan areas. 

10 

B. Incentive grants (see Section II) should be 
used to encourage general metropolitan devel­
opment programs for entire metropolitan areas 
linking Federal support for suburban improve­
ments to progress toward ending racial and income 
imbalances between cities and suburbs. Such 
programs could be developed on a pilot basis 
combining the social, physical, and/or economic 
development needs of a metropolitan cor:tplex 
in a single package which includes an integration 
plan. 

C. Education 

1. Any program of Federal aid for elementary j 
and secondary school construction should offer 
incentives for facilities designed to increase 
the integration of students. Incentive funds 
could be available for educational parks within 
cities, suburban exchange schools and consoli-
dated school districts. su·ch a program should 
include additional funds for the modernization 
and replacement of older school plants in 
central cities. 

2. We recommend a program to promote metropoli­
tan collaboration to allow for "united education" 7 
by class and race. Money would be made available' 
for construction staff costs, public information, 
innovative programs, and evaluation as each 
relates to the effort to achieve "united 
education." The program would be administered 
by the U.S. Office of Education through 
competitive application from the vaious metro­
politan regions. 1See supplementary paper) 

20 
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3. We recommend a plan of educational al­
lowances for each school-aged child from 
families with incomes of less than $3,000 eer 
year, or as regionally adjusted, enrolled in 
an accredited public or non-public school, this. 
allowance to be awarded directly to the particu­
lar school enrolling that child, and to be 
treated as and guaranteed by local authorities 
as, su 1plementary tinancial supp?rt for that 
scnoo. Such allowances would oe on the order 
of Sl,500 per year. 

The benefits of this scheme would be several. 
The children of the poor might be sought by schools, 
indeed competed for, in that they would oring with 
them significant additional funds to provide for 
special and exciting programs. It parallels the , 
"G.I. Bill of Rights" - a "Poor Children's Bill of 
Rights". 

D. Housing 

1. The fight for a comprehensive national 
fair housing act with the broadest possible 
coverage· should be continued. 

2. An executive order should be issued 
prohibiting segregation in all forms of housing 
assisted directly or indirectly by any Federal 
agency. There must be much stronger emphasis 
upon compliance with desegregation guidelines 
in housing financed through Federal mortgage 
programs~ The order should be positively 
enforced, using the techniques developed in 
the Federal government's efforts to eliminate 
job discrimination in all forms of Federally 
financed employment. 

3. To achieve integration, it would even be 
desirable to provide "bonus" services or cost 
advantages to builders who actually create 
integrated developments. This is especially 
important in suburban developments, which will 
account for 90% of all new housing over the 
next 25 years. 

4. Section 204 (the metro olitan and 
review requirement oft e Demonstration Cities 
and Metropolitan Development Act should be 
expanded to cover programs that affect housing, 
urban renewal, schools, community facilities. 
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5. The Federal government should stimulate the 
creation of and provide financing f-0r metropoli­
tan development corporations to encourage 
integrated facilities and patterns for housing, 

. schools, jobs, etc. The Federal government 
would provide initial working capital and extend 
long-term credit from a national revolving fund. 
Such corporations might accumulate land for 
integrated housing, provide assistance in job 
location for out~migrants, and aid suburbs in 
preparing effective education programs for new 
residents. 

6. We support a program of Federal interest 
subsidies for suburban housing developments 
which actually achieve racial integration. 
Progress in this area may well parallel the slow, 
but steady course of school desegregation, with 
the courts continuing to play a key role. 

7. Public housing should shift emphasis to 
programs which can be used to achieve integration 
outside presently all-nonwhite areas, and such 
~ro 1rams should be greatly expanded. This 
imp ies the following specific action~: 

a) Much greater leasing of either existing, 
rehabilitated, or newly-built units, es­
pecially when leases cover only part of a 
building or development, and private tenants 
occupy the remainder. 

b) Heavy concentration on scattered-site 
developments containing relatively small 
number of units, preferably in low-rise 

• buildings (except for housing for the 
elderly), even if per-unit costs are higher. 

c) Provision of special bonuses or 
incentives for construction of public 
housing within metropolitan areas but 
outside central cities by county or state 
housing authorities. Such incentives might 
include much higher payments-in-lieu-of-taxes 
to local governments. 

d) Altering limitation on central city 
housing authorities so that they can 

build and lease units in suburban areas. 

e) Development of purchase options for 
public housing tenants whose incomes exceed 
established limits, so as to encourage more 
socially-mixed groupings. 2 2 
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f) Refusal to approve applications which 
continue racial segregation or massive 
groupings of deprived families· in communities 
where alternatives are possible. 

g) Further exploration of "turnkey" 
construction and rehabilitation as a means 
of offsetting the possibly higher costs of 
scattered-site development. 

8. Home ownership incentives and assistance 
should be provided for central-city ghetto 
residents but applicable wherever they purchase. 
Such assistance should include below-market­
interest-rate loans with no-downpayments, 
supplemental payments for ownership similar to 
rent supplements, and special training con­
cerning the problems of home ownership and 
maintenance. Initially, this program should be 
tried on an experimental basis. (See special 
paper) 

E. Migration aids 

1. We recommend further exploration of ways 
and means of redirecting the flow of rural 
migrants, particularly to identify opportunities 
for jobs and housing closer to their point of 
origin. We recommend special attention to the 
proposals for transitional communities, such as 
those being developed in Mississippi, Kentucky 
and Vermont. 

2. We su est experiments to encoura e in­
mi rant sett ement 1n we 1- anned some new, 
some renewed neighborhoods which have more 
accessibilit* to the ~rowth area of the 
metropolis tan Jo existing ghettos. 

3. The Federal government should seek to 
e~ualize the rates of rural in-migration among 
t e nation's metropolitan centers, and to hold 
in-migration in some reasonable balance with 
local employment, housing and educational· 
opportunities. Methods of accomplishing this 
balance might range from simple information sys-

• terns, to transportation, housing, industrial 
location and other subsidies. 

4. HEW and Agriculture should work together to 
develop educational, health, and other record 
systems which follow migrants from rural origins 
to urban destinations. 

-· 
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F. Public Facilities 

1. We urge ~reater use of the location of 
public facilities,- both Federal and Federally 
supported - as a lever in securing actual 
integration, open housing and employment op-

1ortunities. Those facilities which can be 
ocated in cities, especially community colleges 

and hospitals, should be considered a part of 
overall development and city enrichment plans. 
Public employment for low-income groups should 
be related to any new facility - including those 
in the suburbs. This new responsibility should 
become a major concern of the Secretaries of 
HUD and HEW. 

2. A primary role should be centralized in the 
Executive (whether HUD, or some other agency), 
to coordinate all Federal urban capital invest­
ment as a part of national integration and 
enrichment strategies. 

; 

G. The emerging role of the states in the Federal 
system - linked to their political potential -
must be shaped and directed towards action to 
meet our urban problems. State government 
offers a vast potential for affecting the metro­
politan problems posed by urban segregation and 
disparities. The States have the de jure power; 
they share in property tax revenue; and provide 
a large portion of local education funds. The 
Federal government should develop powerful 
incentives for·statewide integration programs. 
The 11workable program" requirements of HUD might 
be reformed into a meanin~ful plan with a state­
wide workable program option supported by 
general development grants. (See Section II) 
The "State plan" requirements, particularly in 
HEW programs, offer another possible means of 
developing state-wide integration programs. 
Today, such plans are often meaningless - linked 
to integration proposals and sweetened by fiscal 
incentives they could be of a major significance. 

Programs to upgrade the poor in central cities 

A.. Employment 

The Task Force believes that the most direct 
means of improving the lives of the poor in 
our cities is to increase their incomes; the 
greatest hope for achieving this oLjective is 
through meaningful, permanent and necessary 
employment. 24 
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1. The Task Force recommends the consolidation 
of presently separated manpower programs into 
a single comprehensive manpower graht. This 
would allow development of comprehensive local 
manpower programs by a single agency which 
would absorb the important functions of re­
cruitment, selection, processing, training, 
placement and follow-up of the poor. Institu­
tional and On-the-Job Training, Neighborhood 
Youth Corps, the Concentrated Employment Program, 
HEW vocational programs and OEO manpower grants 
should be consolidated. 

2. In the absence of significant consolidation 
of programs, the Task Force recommends an 
expansion and refocusing of the on-the-job 
training program to provide higher subsidies 
to private industry for training and employing 
the 1oor. Reimbursement for training costs 
shou d be increased and the 26 weeks presently 
allowed should be extended to permit enough 
flexibility to respond to the different training 
requirements of various jobs, including pro­
vision for general education. Funds for sup­
porting services also should be increased. OJT 
should be provided with a large staff for job 
development, counseling and follow-up after 
placement in a job training position. 

3. We recommend an expansion in public and 
private employment through the new careers idea 
as embodied in the Nelson-Scheuer Amendment to 
the Economic op1ortunity Act. New careers 
provides entryevel employment for the poor 
with meaningful upgrading in work and professional 
training. 

4. Because job opportunities are likely to 
open up faster than housing opportunities, we 
recommend a program of city to suburb trans­
portation assistance with the following 
characteristics: 

a) Responsive to changing locations of 
both jobs and-workers. 

b) Focused on initial period of "job 
finding" and "job holding". 

c) Non-competitive with the private 
market. 

25 
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Where such travel is relatively concentrated, 
this demand can be met through subsidized 
public transportation. For more dispersed 
travel from ghetto residences to suburban jobs, 
short-term publicly-assisted automobile leasing 
arrangements will be needed. • 

S. The Task Force recommends a joint effort by 
HUD and the Department of Labor and, perhaps, 
Commerce, to negotiate a national model ag~eement 
for em lo ent of hetto residents with the 

ui ing tra e unions an emp oyers in arge­
scale slum rebuilding experiments. Such a move 
would help to provide a point of entry for 
Negroes and other. minorities into the construc­
tion trades. It should be accompanied by more 
aggressive efforts to indenture Negro apprentices. 

6. As a long-run possibility, we suggest a 
program which would operate much like the GI Bill 
of Rights to maximize personal choice of the 
poor in selecting educational, trainina and 
employment assistance. The funds coul be used 
by the individual to enroll in regular education 
institutions and/or for training on the job with 
the employer receiving reimbursement for his 
training costs. The great advantage of this 
approach is in avoiding the present tangle of 
referrals, delays and insensitivity. 

B. Education 

1 . We recommend 
Title III of the 
Education Act to 
service centers, 
cities. 

a supplemeritaa1' allocation to 
Elementary an Secondary 
support school-based multi-
as requested by the states and 

2. We endorse Title I and urge its expansion 
for the present life of the Act with the following 
provisos: 

-- that the minimum income factor be raised to 
$4,000 and that variations above this level be 
permitted to reflect differential costs of living 
from region to region, and 

-- that allocations within states be more pointedly 
related to the median family income of school 
districts, the existing per-pupil expenditures of 
the school districts, and the percentage of the 
district's children who are disadvantaged. 

26 



3. We endorse Head Start and urge its expansion 
and eventual full adoption by all communities. 
We further endorse "Operation Follow Through" of 
the Office of Education. 
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4. We recommend a new program of day-care centers, 
including health clinics and employing the poor in· 
~ara-professional jobs. This program could be 

• ~ implemented in association with "community schools" 
• or city hospitals. 

5. Innovation and competition are handmaidens, 
and the necessary reforms in American schools will 
only come through often painful and unpopular 
trials. We therefore recommend that 10% of all 
moneys under Title I and Title III of the ESEA be I 
available, as deemed a?propriate by the U.S. I 
Commissioner of Education, to non-religious, non- I 
profit educational groups, educational groups not \ 
presently designat~d as Local Education Agencies, 
and to special state-sponsored educational programs. 

6. We recognize the need for increasing the number 
of adults working with children in the schools. 
Many of the tasks in school teaching are relatively 
routine and do not require the attention of trained 
teachers. Non-professionals should be recruited. 
We therefore recommend a program for the recruitment, 
training and initial supaort of teachers' aides, 
classroom assistants, an other "para-professional" 
workers. 

C. Special recommendations for military veterans from 
poverty families. 

1. We give the strongest endorsement to Department 
of Defense Manpower programs, such as "Project 100,000" 
and "Project Transition". The latter can be broadened 
to become one of the most effective ways of accelerating 
urban integration by guiding minority veterans toward 
jobs and housing in the growth areas, and providing 
such collateral assistance as may prove nec~ssary. 

2. We recommend stepped-up outreach activities in 
the Veterans Administration to trace those with the 
greatest need for assistance at the point of separation 

• and especially after separation. 
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3. We recommend that OEO and Labor working with 
VA be given a special mandate and the capacity 
to assist veterans from ghettos in obtaining 
such urban skills as planning, social service 
work and community development. Returnin:J 
servicemen constitute perhaps theqreatest single 
source of supply of minority group leadership ano 
talent, and their potential at this point should 
be fully developed and tapped. 

D. Income maintenance and welfare 

1. Any well conceived strategy for the city 
requires substantial increases in consumer demand. 
City dwellers need a sustained and substantial 
upward movement in payment levels for 

a. unemployment compensation 

b. welfare payments 

c. minimum wage 

2. The present welfare system must be altered to 
make it a·more effective instrument for eliminating 
ghetto dependence. 

a. We urge enactment of a Federal law requiring 
adoption by all states of amendments to the Aid to 
Families with Dependent Children program which 
&errnits unemployed fathers to remain in the house-

old without loss of benefits (AFDC-UP). 

b. We support elimination of residency and age 
requirements as determinants of AFDC payments. 

c. We endorse proposals to alter outside 
income requirements and to eliminate the in-effect 
100% income tax rate on welfare recipients. 

d. We should move towards assuming a larger 
proportion and perha?s all welfare payments at the J 
Federal level. Continued reliance on localities 
and states for a share places an added strain on 
their frequently regressive tax systems, inhibits 
the development of more reasonable national standards 
for welfare, and limits the mobility of ghetto 
residents. 
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E. Housing 

The greatest determinant of housing
0

available to 
the poor is the amount of housing added to the 
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supply for all income groups. The effect of Federal 
housing programs directed at low-income groups is 
swamped by interest-rate changes and other factors 
influencing housing supply. We recommend that: 

1. Insofar as possible, fiscal and monetary 
olicies should be desi ned to encoura ever lar e 

numbers of housing starts each year. This imp ies 
placing emphasis on tax increases rather than high 
interest rates to ration capital and purchasing 
power when inflationary pressures occur. The number 
of new households formed each year will rise sharply 
because offspring of the postwar birth surge are now 
reaching marrying ages. Unless annual housing 
starts rise markedly above recent levels, a housing 
shortage will arise, and rents will increase sharply. 
This will penalize poor families and slum dwellers· 
most, and will counteract any other Federal programs 
aimed at helping them. 

2. Investment incentives (such as tax credits and 
depreciation schedules) should be apalied to housing 
in the same way that they are applie to other 
capital goods. Every mechanism for maintaining a 
rising flow of investment into housing should be 
explored by the Administration. Such mechanisms 
m_ight include: 

-- Issuance by FNMA of longer-term certificates 
at higher rates to attract investment from pension 
funds and insurance companies. 

-- Denying Federal income tax allowances for 
depreciation on all multi-family buildings unless 
the owner files a current certif.icate of compliance· 
with all local codes with his tax return. 

-- Changing Internal Revenue Service regulations so 
that no building can be subjected to depreciation 
allowances more than once; that is, depreciation 
would be connected with each structure, regardless 
of ownership. 

-- Provision of special tax credits for commercial, 
industrial, or residential investment in new 
construction or major rehabilitation in designated 
urban slum areas. 
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3. The Task Force recommends that most multi­
family housing mortgage operations and all housing 
mort a e o erations rimaril aimed ~ts ecific 
social-welfare objectives such as providing 
integrated housing or housing for low-income or 
ghetto families) be separated from the present 
Federal Housing Administration. FHA personnel 
and procedures are too rigidly linked to financial 
prudence and too enmeshed in red-tape and delays 
to administer such programs in a way compatible 
with their basic objectives. 

4. Local public agencies should be able to obtain 
"package" approval of entire sets of housing or. 
urban renewal projects at once, with similar 
"package" processing at reduced intervals in the 
development process, rather than having to submit 

.and clear separate applications for individual 
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items or projects. This change of procedures should 
apply to FHA, public housing, urban renewal, and 
other HUD programs. 

5. We urge that urban renewal legislation be amended 
to permit direct social service costs to be included 
as eligible projects. In general, urban renewal 
should be made more flexible. Present delays which 
make sensible staging of projects impossible must be 
sharply reduced by vigorous bureaucratic reform and 
more widespread sanctions on communities which fail 
to produce. 

F. Special recommendations on the Community Action 
Program 

1. The Task Force believes the community action idea 
is a major innovation in Federal programming and 
reflects the emphasis on demonstration and experimen­
tation which is cri ti,:::al for increasing our problem­
solving capacity. The Community Action Program should 
be retained within an. independent OEO with its charter 
for flexible and innovative programs. • 

2. OEO should develop and employ performance criteria 
in the distribution of scarce CAP funds. These 
criteria should include the CAP's innovative capacityr 
its ability to coordinate other relevant agencies and 
to operate its ?wn programs. 

3. Demonstration funds should be increased. 
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4. Guidelines to insure CAP participation in { 
Model Cities planning and execution should be 
promulgated. 

5. The possibility of longer-term financing 
should be explored. 
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G. Magnitudes 

* 

** 

We have postulated and costed expanded assistance 
over the next 15 years in several important sectors 
of city life (jobs, education, etc.). Expansion in 
these sectors has generally meant an increase in 
both per capita levels, and the size .of population 
reached. Our estimates are based on broad assumptions 
and simple logic, but we believe them to be an 
adequate portrayal of the requirements to be met. 

1. Employment 

Our employment program for city poor involves 
two kinds of activity -- job training and job 
development. The estimated job training universe 
would be constant at about 600 thousand individuals 
per year.~ The assumed cost factor for meeting this 
need is $2,100 per participant, based on current 
MOTA experience. 

As a result of job training, new job requirements 
should grow from 100 thousand positions initially to 
about 3 times that in 15 years. The costs for 
developing this job market would divide 1.2 between 
"new careers" positions in the city ($5,000 per job) 
and more conventional jobs in the suburbs ($300 for 
transportation only per job.)** 

Under these assumptions, the amount of Federal 
funds under the "jobs" heading would be about 
$2.0 billion annually. By comparison, the Federal 
budget in FY 68 allocates something less than 
$.5 billion to jobs for the city's poor. 

The numbers given throt1.ghout this discussion include 
both white and Negro poor. 

The latter factor is for an improved city-to~ 
suburb transportation network. 
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2. Education 

The costs for education assume a $1,500 
annual "scholarship" for all white poor 
children, and all Negro children in cities. 
The universe of need would expand from 
$6.2 million in the first year to $8.8 million 
in the fifteenth. Annual costs would rise from 
$10 billion to $14 billion. 

We estimate that the amount of Federal funds 
actually designated for education of this city 
group in FY 68 will be less than $1.0 billion. 

3. Income. 

Our estimates for an expanded welfare 
·expenditure derive from the Orshansky definition 
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of poor. We estimate a total city poor population 
of 10.4 million in 1968, decreasing to 7.5 million 
in 1983. An adequate welfare expenditure would 
involve an average $830 per capita, or about 
$8.5 billion total in 1968. This compares with an 
estimated programmed expenditure of $4.8 billion. 

4. Housing 

Improved housing costs are based on our 
judgment of quality of housing a poor family shoula 
be able to acquire. The dollar differential between 
this quality and 20 percent of family income is 
taken as the required amount of Federal supplement. 

Under these assumptions, working at scale in 
poor housing would imply expenditures of about 
$3.8 billion in 1968. The comparable fiqure from 
the FY 68 budget is between $.5 and $1.0 billion. 

5. Health 

According to our rough estimates, present 
health expenditures to the poor are approaching 
scale. We estimate a $1.7 billion cost in 1968 
which compares with a FY 68 budget of $1.4 billion. 
It is not clear, however, what the actual proportion 
of these funds reaching the target group includes. 
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6. Physical Security 

Our cost estimate for improved city security 
services assumes a significant salary increase 
for security personnel (police, etc.). The 
Federal share of this cost would be about 
$1.7 billion per year, or $30 per city resident 
(including poor and non-poor). Current expendi­
tures in this area are effectively zero. 

7. Summary 

Table 1 summarizes our estimates of cost for 
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a 15-year enrichment program. Program expenditures 
would remain relatively constant at about $27 billion 
per year. The 1968 cost of $26 billion compares with 
the FY 68 budget allocation of about $9.0 billion; 
"working at scale" implies about a factor of three 
increase over current Federal exoenditures. 
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TABLE 1 

ESTIMATED COSTS FOR A 15-YEAR 
FEDERAL PROGRAM OF CITIES ENRICHMENT 

PROGRAMMED 
ASSISTANCE ANNUAL COSTS, $B FY 68 

SECTORS 68 73 78 83 EXPENDITURES 

Employment 1.4 1.4 1.6 2.3 . 5 . 

Education 9.8 11.2 12.7 14.1 1. 0. 

Income 8.6 8.7 8.0 6.7 4.8 

Housing 3.8 3.7 3.4 2.8 1.0 

Health 1.7 1.5 1.4 1.2 1.4 

Security 1.7 1. 7. 1.7 · 1. 7 0 

Totals 26.4 27.7 28.1 27.4 8.7 
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. 
II. Increasing governmental capacity for meeting the problem 

of urban disparities 

The Problem 

Im lementin the strate ies for urban chan e discussed 
in this report depends upon a strengthenin~ state and 
local government and (b) reforming the administration of 
Federal programs. 

We assert that strengthening the 1ositions of ~overnors 
and especially central city mayors wi 1 be of critical 
importance in this process. Their ability to deliver 
services is seriously limited by administrative weakness 
and fiscal strain. Yet they are the only public officials 
with the potential authority necessary to manage effectively 
the large-scale attack on urban problems which we believe 
is essential. Our population projections indicate that 
central cit mayors in particular will be under increasin 
pressures to respond to the requent, now almost steady 
state, urban crisis of poverty and segregation. 

Their administrative problems include: 

- Fragmentation of program responsibility among semi­
autonomous agencies, often reinforced by their counterparts 
at .the federal level, weakens the position of mayors and 
governors. 

- State and local government is in a disadvantageous 
competitive position in recruiting talented, imaginative 
staffs. There are few institutions analagous to the 
Executive Office at the state and local level. 

~ Possibilities for a meaningful decentralization to 
other than mayors and governors such as federal field 
offices are severely limited by the distribution of 
political authority in the federal system and by present 
congressional-bureaucratic relationships in Washington. 
Most central city mayors and many urban state governors, 
of necessity, will be increasingly responsive to the 
problems of city ghettos. They can be the President's most 
importan~ allies in fulfilling our national urban goals. 
They must be the focus of any meaningful decentralization 
of the Federal system. 
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At the same time the cost of urban services is on the 
rise. We can expect i~creasing per capita costs for social 
services and we can expect an increasing proportion o~ ci !,y_ 

·dwellers to require them. Cities thus are caught in a 
process of cumulative deterioration which can be reversed 
only by shifts in the residence of poor people or higher 
income by city residents. 

Cities are forced to rely heavily on property and 
consum tion taxes, both of which are hi hl re ressive in 
nature.Te dependence on property taxation on housing for 
city revenues may be a positive detriment ~o providing more 
standard units for the urban poor. 

The urban cost problem is not limited to cities, for 
suburbs too are experiencing increases in per capita costs 
and levels of government services. Suburban needs for 
public capital outlays are particularly great. Their almost 
exclusive reliance on the property tax for revenue intensi-. 
fies ressures to maintain hi h income housin and residents. 
T ese restrictions, in turn, reduce the opportunities for 
moderate income city dwellers, especially Negroes, to live 
in suburbs. 

Two major Federal implications flow out of this 
analysis - (1) that the Federal government must be the 
primary funder of programs directed at urban disparities; 
(2) ~hat the administration of Federal programs must be 
simplified, more flexible and decentralized. 

We believe that cities and states are fighting a 
losing battle to extract maximum advantage from a bewilder­
ing variety of Federal· assistance programs. Administrative 
shortcomings seriously compromise the prospects of many of 
the imaginative Federal programs developed in recent year~. 
The Task Force has grave doubts about the capacity of this 
over-burdened system to manage the new efforts needed to 
move the ghetto resident into the mainstream of American 
society. 

we are concern·ed especially about the failure of the l 
Federal government to build opportunities for state and 
local discretion and innovation into the Federal afd s:rrstem. 
Solutions to problems posed by segregation and urban dis-

1 
parities are neither obvious nor universally applicable. 1 

Yet relatively few Federal programs permit the development 
of locally-determined strategies for cities and metropolitan 
areas. 
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The Task Force is impressed with neither the record 
nor .the potential of existing instruments for securing 
interagency coordination of grant programs, such as the 
Bureau of the Budget, interagency committees, the metro­
politan expediter, and HUD's convenor order. The Admin­
istration's experience with communit action and neighbor-
hoo centers unhappily indicates tat coor ination cannot 
be achieved at the Federal level without substantial chan es 
in grant-in-ai mechanism. See special paper on Model Cities) 

In the opinion of the Task Force, many of these problems 
are endemic to the programmatic approach. Even the most 
ima inative reforms are likel to have onl a marginal 
impact if grant programs continue to multip y at t eir 
present rate. This growth rate would be accelerated if 
all the Task Force's recommendations were translated into 
individual grant programs - and we all the more urgently, 
therefore, recommend the coordinating measure outlined 
below. 

An increased Federal commitment to urban problems and 
a national effort focused on ghetto deficiencies requires 
~ substantial reorientation of roles and responsibilities 
in the Federal system. The Administration began this task 
with the development of the Poverty and Model Cities programs. 
We believe the time has come to expand the application of 
these concepts through the development of a highly flexible, 
locally-based system of grants-in-aid which substitutes 
general purpose assistance for programmatic grants and 
national performance standards for detailed program controls. 

Our recommendations have been designed to permit the 
partial application of these concepts. Thus, the implementa­
tion of these-proposals may be staged over time, with the most 
promising program areas selected for initial treatment. It 
also will be possible to retain Federal program standards in 
those areas where such controls are deemed in the national 
interest. 

Recommendations 

1) In addition to the fiscal flexibility and decentraliza­
tion recommended below, we urge that eresent aid programs where 
appropriate operate through the political executive and not semi­
autonomous bureaucracies. Political executives who are both 
aggressive and responsive should have enough control to move 
the system. We do believe, however, that community action 
agencies should be retained as independent innovators. 
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2) To build toward a capability similar to that of 
the federal Executive Office, we recommend direct grants to 
mayors and governors for staff assistance on city problems. 

3) To increase the competence of state and local 
government personnel we recommend increased Federal assistance 
for training and continued efforts in the direction of 
intergovernmental exchanges of personnel. 

4) A • • rocessing, and review procedures should 
be stream non-formula grant-in-aid programs. 
The goals of internal program reform should be: 
(a) to simplify application procedures through the develop-

ment of standardized methods; 
(b) to reduce sharply the time between application and 
approval or rejection of a grant request; 
(c) to reduce multiple consents; 
(d) to check the trend toward pyramiding requirements; and 
(e) to employ standardized review and audit procedures. 
Responsibility for the implementation of this recommendation 
should be lodged in the Bureau of the Budget. 

5) Greater use should be made of redirecting existing 
grants to facilitate the funding of programs like model 
cities and community action which cut across program and 
agency lines. This device should be used to enhance the 
focusing of Federal resources on ghetto problems . 

. 6) Whenever ~ossible, new grant programs should be 
merged with existing programs. Consolidation of related 

- grant programs, along the lines of the Partnership in 
Health Act of 1966, should be given high priority. 

7) Provision should be made for consolidated applica-
. tions for two or more related grants administered within a 

single department. Such intra-agency_ grants, permitting a 
state or local agency to deal with a single representative, 
require the establishment of an intra-agency grant office 
in the office of the Secretary. This office would process 
the applications· for an intra-agency grant, coordinate the 
review of program standards with the appropriate agencies 
within the Department (regarding program standards), and 
act as the final granting authority. 

8) ~rovision should be made for consolidated applications 
for two or more related grants administered b agencies in 
two or more Departments. Sue inter-agency grants woul be 
operated like the intra-agency .with a "lead" department 
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designated to handle coordination, review and.approval 
problems. The authority and character of this agency 
are discussed below. 

9) Performance standards should be substituted for 
detailed program standards wherever feasible. Standards 
shou14 be simple, general, quantifiable where possible and 
applicable to a wide variety of contexts. Performance 
standards should be related to national goals, rather than 
to specific program objectives. Thus, a housing performance 
standard might be the proportion of substandard dwelling 
units, not the number of public housing units. National 
performance standards should focus on the urban goals of 
integration and enrichment. 

10) The substitution of performance standards for 
rroara~ con 7ro~s:should be accompanied by the pooling of 

un sin existing grant programs. Consolidation should 
permit the unrestricted use of funds in a general functional 
area, such as housing or manpower. All programmatic 
restrictions would be removed from the use of pooled funds; 
thus, funds derived from the public housing program might 

.be used to finance rent supplements, rehabilitation, code 
enforcement, or some other locally devised strategy intended 
to overcome housing deficiencies. 

11) Where Federal funds are functionally pooled, the 
basic requirement for eligibili:ty should be. a comprehensive 
program which related local deficiencies and needs to the 
appropriate national performance standards. Programs should 
specify local deficiencies and goals in terms of national 
standards and indicate generally the projects planned to 
achieve program goals during the life of the comprehensive 
program. When all funds functionally pooled are from programs 
within a single agency or·oepartment, it should approve the 
comprehensive program and monitor its implementation. When 
functionally pooled funds are drawn from two or more Depart­
ments, the principal Federal urban agency recommended below 
$hould approve and monitor the comprehensive program. 

12) Provision should also be· made for the pooling of 
Federal funds across functional lines. Under this"arrange­
ment, some or all of the rederal aid flowing into a neighbor­
hood, municipality, county, metropolitan area, or state 
would be pooled, with all programmatic restrictions removed. 
Eligibility for general pooling should be based on the 
preparation by the appropriate unit of a general development 
program based on national performance standards. Such 
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programs would be similar to those discussed in the previous 
recommendation, except that their scope would be substantially 
broader. General development programs would be approved and 
monitored by the principal Federal urban agency recommended in 
115. 

131 To facilitate the preparation of these more flexible 
and general programs, Federal technical assistance and planning 
aid should be expanded. In cases involving two or more 
agencies, and in general development program preparation, 
technical assistance and planning aid should be funneled 
through the principal Federal urban agency recommended below. 
As a first step towards implementing the previous recommenda­
tions, the Federal government should finance the preparation 
of a number of comprehensive functional programs and general 
development programs by a variety of local and state units. 

14) After some years of experience moving in the direction 
indicated above the Federal Government might initiate a 
program of general purpose assistance to local and state 
governments. We .recommend that two types of general purpose 
grants be developed - deficiency grants and incentive grants. 

a) "Deficiency grants" would be general 
purpose formula grants designed to~-­
vide supplemental assistance for local 
units, the magnitude of which would be 
related to need and capability. An 
equalization formula to accomplish this 
purpose might be based on population, 
per capita income, tax base, tax effort, 
and perhaps other measures of social, 
economic, and infrastructure deficiencies. 

b) "Incenti':"e g7ants" would be cien7ral purpose 
. grants distributed by the principal Federal 

agency recommended below. Incentive grants 
could be used to supplement pooled funds or 
inter-agency grants. A significant pro!ortion 
of incentive grants should go to genera develop­
ment pro~rarns which give a hignpriority to 
integration. 
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15) Special Federal agency recommendations 

A. We recognize that existing agencies have 
a strong claim to the functional areas which 
would bE! involved in a national effort to 
integrate. The· Executive office, on the other 
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hand, seems the logical place to resolve inter- f' . f . .,., agency conflict. We therefore avor a temporary 
a enc within the Executive office to undertake 'lJ, 
this tas over t e next -15 years, a ter w ic t ~­
new grant arrangements might be managed by a 
non-mission oriented group in the Executive 
office pre-eminence could be reasserted by 
existing agencies. 

We are less certain· about the exact mechanism 
as we are about the objective: i.e. that some 
Federal agency - HUD, HEW, the Executive Office 
of the President, or a newly created "NASA-like" 
super agency- must become the focus of national 
responsibilities for meeting the crisis of urban 
segregation and disparities. It should be 
designated as the key agency in all inter-agency, 
functional, and other grant-in-aid innovations 
discussed above. As a minimum, it must have the 
following characteristics: 

1) An official legislative and/or 
executive charter to resolve inter­
agency differences over programs 
directed at cities. 

2) Some supplemental, flexible funds 
of its own. 

3) A field structure for technical 
assistance and evaluation. 

B. We recommend a sharply increased urban competence 
in the determination of national economic olic,. 
The Counci of Economic A visers, HUD, Treasury, 
Federal Reserve and the Bureau of the Budget should 
be given an increased capacity for determining the 

.effects of national economic policies on the problems 
of urban disparities. 

We believe that the determination of national 
urban policy must take E.!ace ath19her levelsimd 
at more critical points in the Federal establishment. 

41 



32 

III. Increasing the nations capacity for urban research, 
training, experimentation and evaluation. 

The Problem 

The Task Force believes that if this society 
were ready to commit its financial and intellectual 
resources at appropriate scale, new technologies 
and knowled~e would emerge and greatly contribute to 
our resolution of urban disparities. 

We emphasize the advantages of the FeCer.al 
government as a funder, controller and evaluator of 
demonstrations and experiments - an advantage which 
is readily apparent in the aerospace industry. 
This advantage is presently being dissipated by· 
compartmentalization of problems, by the lack of 
long-term financing of experimentation and by the 
absence of sensitive feedback mechanisms to influence· 
policy-making. Benefits are also limited by the 
small scale of our progra~s and demonstrations. 

By emphasizing the value of innovation, we 
are not suggesting that the lack of "knowlege" 
is ever and always a major obstacle to progress, 
nor are we anxious to exaggerate another problem, 
which has been the substitution of research and 
demonstration for timely action at necessary scale. 
But there are "knowledge" gaps which, if overcome, 
would make our integration strategies more eff:i.cier,t 
and effective. The following are merely suggestive 
of areas in which insufficient knowle~ge inhibits 
progr~~ design and implementation. 

- A systems approach to housing -- both new 
and rehabilitated -- which could greatly reduce 
the costs for low and moderate-income families. 
Also a systems (or critical path) approach to 
urban renewal which would fully anticipate and 
consider the problems of relocation -- a problem 
which more than any other plagues our present 
efforts to revitalize and integrate our urban 
areas. 

- The mix of men and measures required to 
maintain public safety anLl encourage constructive 
relations with the community. 

- The need to maintain the poor at decent 
ino,mes without destroying incentives for employ­
ment and education. 
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Recommendations 

1) We believe that an increased "pay-off" 
from the Model Cities program can be.achieve~ 

33 

if resources and expertise are concentrate~ in 
four or five cities of proven competence. Such a 
move could do much to insure that the concept 
embodied in raodel cities is truly teste0. If 
well structured experinents arc to be trice at 
least the following will be required: 

- Assignment of responsibility for the 
design and evaluation of the experi­
ments to the new Assistant Secretary for 
RP.search and Development in DHUu. 

- Informal allocation of resources from 
agencies other than HUD, (for example, 

·project demonstration moneys in HEW and 
Labor) for use in the selected cities. 

- An aggressive Federal role in providing. 
technical assistance to these "key" 
cities. 

2) The creation and stren~thening of a 
variety of institutions for basic urban research. 
These institutions should be federally aided, 
independent of day-to-day departmental control 
and able to undertake long-term research projects. 
Initially, they would not operate or fund action 
proiects, but would concentrate on urban economics, 
data collection and analysis. There are already 
a number of university-related centers which can 
be strengthened and re-directed, and a r_1umber of 
non-profit research agencies whose facilities 
can be selectively used. 

3) A strengthened and better-financed 
demonstration and experimentation role for DHUD 
and its .:--,ssistant Secretary for Research <?na 
Developraent. This should include the ability 
to finance long-term projects independent of fis:::al 
year restrictions and development and action proj­
ects in fields other than housing. A high premium 
should be placed on joint funding with other 
ag~ncies for projects cutting across several serlvice 
sectors. 

4) The evolution of a develop~ental organiza-
·tion which can undertake large-scale investments 
in new systems, such as new housing. This 
institution might be developecl by the Assistant 
Secretary for Research anc.1 Dcvclopnent in DHCD. It 
should have the funds, flexibility and authority 
to underwrite construction of new types of school~ 
or hospitals or houses on a scale larae enouah tn 
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make a difference. This agency.should ~xpand the 
developmental work done by OEO in basic manpower, 
education, legal, and health systems and combine 
target of large-scale development could be con­
s~ructing more efficient and flexible low- amd 
moderate-income housing. 

5) The capacity of local and state governments 
to undertake research and development should be 
increased with the aid of positive federal action. 
Subsidies to regional or urban universities are one 
means of achieving this; financing of research, 
grant analysis, and long-range planning, staffs 
for governors and mayors is another. Federal programs, 
such as Model Cities and Community Action, which 
stimulate innovative and experimental action projects 
should be expanded to build local research and 
development capacity. 

6) We believe the natural advantage enjoyed 
by the Federal government for financing and evaluat­
ing research and development should be strengthened 
in all departments. Within departme~ts, R & D outputs 
should feed back to the Secretary to insure that the­
affect on-going programs and policies and open new 
directions. Responsibility for monitoring government­
wide urban R & D activity should be centralized either 
in the Executive Office or in HUD. Without central­
ization, the results of research in one agency are net 
likely to become in-puts in the policy-making of another. 

7) Manpower remains one of the principal 
bottlenecks to the nation's successful handling of 
urban problems. Funds for recruiting,training and 
upgrading are critical; and the Task Force recommends 
with great urgency that federal outlays for these 
purposes be considerably expanded. We also recommend 
consolidating or otherwise coordinating a number ~f 
federal grants to state and local governments for 
technical assistance: for example, Title I of the 
Higher Education Act; Title IX of the Model Cities 
Act; "701" planning grants; and others of a related 
nature. 
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Comments on a Research and Development Program for HUD 

The special committee construed its mandate narrowly: 

to respond to the speci_fic requests from the White House 

for "detailed plans for the establishment.in HUD of an 

Assistant Secretary for Research and Engineering: and "to 

develop the first year R&D program." 

Since the President's Message commits him to an 

expanded research budget for HUD, we have assumed that 

the White House already has the arguments justifying such 

a program. (We can assemble them, however, if desired.) 

The attached are the working papers for such a program. 

Contents include: 

1) General objectives of the program . 

2) Mechanisms for carrying out such a program -

especially by establishment in HUD of an 

Assistant Secretary for Research and 

Engineering 

3) The outline of a first phase R&D program including, 

(a) a set of ground rules 

4) 

(b) five categories of R&D, with projects 

and dollar priorities 

A HUD R&D budget summary 
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GOALS 

For organizational purposes the HUD research program 

has been divided into categories which correspond to the 

PPB -categories for the Department .. 

Within each o~ these areas of research the primary 

objectives of the research program will be: 

1. To analyze and describe the dynamics of urban 

growth, major urunet needs, current conditions and 

prerequisites for progress.· 

i. To identify and assess the implications of 

forces of change. 

3. To analyze the effect of present programs and 

practices on these conditions and forces. 
. . 

4 .. To d~velop improvements in present prog~ams 

and practices at all levels of government and in private 

industry, and to develop new programs and practices, in 

order to meet needs, overcome barriers, counteract 

forces leading to undesirable change, and reinforce 

forces leading to desirable ch~nges in present conditions. 

5. To develop and apply more economical ways of 

expanding and improving the housing supply and of meeting 

urban development needs, including application of 

technological advances. 



6. To discover methods for providing incentives 

for additional -private investment in meeting the public 

goals of housing and urban development programs. 

2 

7. To maximize the value of the scattered research. 

carried on by the Federal government through coordination 

and joint funding of research projects. 

The Mechanism for Carrying out an R&D Program 

In order to meet research needs, an effective 

research system must be established and maintained. 

The money spent on research must also create or 

strengthen research instituitons. It is assumed that 

nearly all projects will be undertaken on a contract 

or grant basis. In addition, the methods employed to 

carry out urban and housing research should: 

1. Create a small but expert central research 

unit in the Department of Housing and Urban Development 

to guide the entire program and perform the essential 

minimum of in house studies. 

2. Foster the growth of competence in state and 

local governments to engage in R&D and to make maximum 

use of its results. 
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3. Expand the capacity of universities to do urban 

re~earch, both of a general character and of a kind which 

has specific application to particular urban areas. 

4. Encourage research corporations, other private 

indu~try, and non-profit research organizations to direct 

more effort toward urban problems. 

S. Increase the supply of trained researchers 

interested in urban problems, in all fields of study. 

The principal mechanism for managing the expanded 

HUD R&D effort will be the creation of an Assistant 

Secretary for Research and Engineering. 

We believe that he should be a line officer with 

full control over nearly all R&D monies and with 

Department-wide responsibilities. 

We believe that the distinctions among R&D program 

analysis and evaluation are not categorical and will have 

to be developed through practice and experiments within 

the Department. It seems clear, however, that much of 

the work of the Assistant Secretary for Research and 

Engineering will b~ in a sense evaluative of Departmental 

programs. In addition his office can be expected to 

·contribute analytical tools for the regular Departmental 

evaluation effort. 
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These two issues - the extent of his control over 

all Departmental R&D funds and the relationship of his 

office to evaluation of HUD programs - were the subject 

of continuing disagreement between the outside members 

of the committee arid the HUD membership. On balance we 

have·opted for the strong line officer assistant 

secretary with effective control over R&D funds, and 

with an assertive, though still only partly-defined, 

role in program evaluation. 

The importance of this strengthened role is further 

indicated by ·the apparent resistance of the program 

4 

• assistant secretaries to the creation of a strong R&D 

official and is suggestive of possible problems in their 

future relations. The strict control of R&D monies offers 

the Assistant Secretary for R&D the most likely means of 

developing the close relations with on-going programs 

which will be required if the usefulness of R&D expenditures 

is to be maximized. Funding of identifiable R&D components 

of programs a~inistered elsewhere in HUD is a specific 

possibility for securing desired cooperation. 

We therefore recommend that: 

There should be established in the Department of 

Housing and Urban Development a new Assistant Secretary 

for Research and Engineering to provide an organizational 

focal point for the Departmental research program. During 

the interim period his duties can be assigned to the Office 

of the Under Secretary. 
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Initially, the principal responsibilities of this 

Assistant Secretary will be: 

1. To provide leadership in organizing an 

effective government-wide, urban-oriented R&D program 

and in fostering innovation in housing and urban 

affairs, including field experiments. 

2. To plan, organize, present before the Congress 

and administer the D~partmental R&D program with the 

assistance and cooperation of the other Secretaries. 

3. Solicit advice and counsel from the public 

5 

•. and ·private sector for the purpose of reviewing the 

research program, identifying promising new areas of R&D 

and analyzing new problems. 

4. To provide technical and engineering advice to 

the Secretary and to advise and assist the Departmental 

secretaries in application of R&D findings to their 

programs. 

5~ To maintain an inventory of ongoing Federal and 

Federally financed research and development activities 

and to negotiate agreements with other agencies to 

allocate R&D responsibility, fill gaps, conduct joint 

inquiries into basic problem areas and joint support of 

major experiments. 
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6. To administer a clearinghouse for disseminating 

.re~earch and development findings quickly to personnel 

in the Federal, state and local governments, the 

universities, and the private sector. 

7. To report annually on Federal R&D programs 

relating to housing and urban affairs, and to encourage, 

wherever possible, that agencies plan and/or jointly 

administer related R&D projects. 
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A FIRST YEAR R&D PROGRAM FOR HUD 

The .recommended R&D activities for the first phase of 

a HUD research program have been di.vided into _S categories 

which correspond roughly to the PPB categories presently 

appro~ed by BOB for HUD. These are listed below with 

recommended expenditure levels for the first year in 

$ millions. 

I~ Housing research and engineering projects 10 

II. Land use and community environment 11 

Ii I. Transportation and public facili tie·s 12 

IV. Support for state and local administration 3 

of community development activities 

V. Management of Departmental programs and 

resources 

2 
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Program Category I - HOUSING RESEARCH AND ENGINEERING 
PROJECTS 

Approach 

• HUD R&D for housing is designed to reduce costs 

and enhance benefits of both new housing and rehabilita-

tion, and includes low, medium and high density construction. 

It will involve studies, surveys, laboratory, and 

experimental construction activities carefully designed 

to supplement public and private research and engineering 

efforts, here and abroad. During the first year the 

emphasis will be on studies, surveys, and on experimental 

construction (bas~d on materials and components presently 

available). Subsequen1:,1y laboratory research, component 

development and test activities will be added. The 

estimated cost in$ millions for the programs described 

is shown opposite each item. 

1. General Studies· 

a. Housing User Requirements 

Establish minimum acceptable internal and 

external characteristics of dwelling units 

in terms of family income, composition, 

social and ethnic characteristics, and 

location. Identify ranges of uncertainty. 

Project changes in requirements with time 

(10 and 20 years hence). 

15 
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Code summary 
•. 

Summarize by geographic area building code 

·status: nature of codes, degree of 

enforcement, degrees of compliance, impact 

of rigid code enforcement. 

b. Performance Standards 

Design a preliminary set of comprehensive 

performance standards. Devise criteria 

2 

and test methods required for their 

validation. Estimate the cost and manpower 

requirements at the local and national levels 

for verification, test, approval and 

enforcement for various construction and 

rehabilitation rates. 

c. Finance 

Survey and project financing costs and 

dollar limits imposed on new construction 

and rehabilitation by financing based on 

current laws and practices. Devise 

innovations in financing that would ease 

these constraints. Identify legal and 

economic problems raised. Project economic 

impact of the most promising innovations for 

various levels of utilization. 

*Since this will be the principal uctivity of the Douglas 
Commission the Committee assumes it will be funded 
elsewhere. We place a high priority on it, . however, and 

* 

2.0 

.15 

feel that it should be mentioned in this paper. SS 



d. · Markets . • 

Study the impact of assumed variations 

in the price of methods of financing 

of new housing.on the housing supply, 

3 

with particular emphasis on the consequent 

reduction in price and increased availability 

of good used housing. 

2. New Housing 

a. Cost Elements 
... 

On the basis.of present U.S. construction 

techniques, materials, and. financing 

.practices perform a definitive cost analysis 

• of the elements of housing cost for low, 

medium, and high density housing, including 

both first cost and operation and maintenance. 

Identify the influence of available choices 

in materials, techniques and design on costs. 

Determine cost break points for quantity 

production. 

.25 
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b. Management 

Study management and labor utilization 

practices in the U.S. housing industry. 

Identify associated .cost elements. 

Devise improved techniques and estimate 

cost saving and quality improvements 

that would result. Determine training 

and institutional changes that would be 

required by these improvements. 

c. Technology Inventory 

Investigate and evaluate the improvements 

in mat.erials, components, ·and construction 

methods that have been proposed for housing 

construction. Rank them in terms of likely 

pay-off. Identify technological and 

performance uncertainties involved. Plan a 

research, ·development, and testing program 

needed to resolve the uncertainties in the 

4 

.15 
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high pay-off items. Identify gaps in technology 

and generate performance specifications for 

items that could fill these gaps. 
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d. New and Novel a·uilding Systems 

Conduct nine conceptual design studies of 

novel building systems (3 each for low, 

mediwn, and high density) which offer 

radical improvements over present practices 

in terms of total costs and benefits. In 

5 

six studies (two of each type) existing code, 

labor and appearance practices should not be 

·considered constraints. In three studies 

(one of each type) these practices will be 

considered constraints. Perform cost/benefit 

studies in each case. Identify substantial 

uncertainties, and the special developments 

that would be required prior to construction. 

Present a plan for special component 

development. Provide cost estimates for. 

experimental construction of housing under 

those systems in quantities of 100, 1000, 

and 10,000 units. 

3.0 
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3. Rehabilitation 

a. Cost studies of Recent Rehabilitation. 

Programs 

Conduct comprehensive cost studies of 

representative rehabilitation programs 

recently.undertaken. Identify the source 

of differences between them with special 

emphasis on quality of the product, effect 

of condition of the preexisting units, and 

management an~ labor practices employed. 

Estimate cost b~eak points for larger 

quantify production. 

b. Technology for Rehabilitation 

Investigate, evaluate, and summarize 

6 

concepts for materials,.components, and 

building techniques, especially relevant to 

low cost rehabilitation. Materials suitable 

for bulk application (on and between surfaces 

for finishing, leveling and providing fire. 

and rodent resistance), techniques for 

finishing with off-standard dimensions, and 

components amenable to largely off-site 

assembly should be given special emphasis. 
! 

Existing codes and labor practice should not 

be considered constraints. Present a plan 

for research, development, and engineering 

.2 

.3 
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adequate to reduce the most promising 

concepts to practice. 

7 

c. Rehabilitation Experiments in Model Cities 2.5* 

Conduct three rehabilitation experiments in 

ghettos in conjunction with the Model Cities 

program, one with maximum use of slum labor 

and employing labor intensive construction 

. techniques, another based on competitive 

•bidding_by locai contractors employing 

standard labor and construction techniques, 

and a third using a maximum of off~site 

assembly, special tooling, and highly trained 

crews. All three projects should involve 

structures of comparable size and degree of 

preservation and should be chosen for 

typicality. Approximately 500 units should 

be included in the first and second program, 

and 300 in the third. 

*The total cost of those programs will be about $15 million~ 
It is impossible to determine exactly how much of this 
amoun~ will be recoverable, but the figure cited should be 
of the right order of magnitude for the contribution from 
R&D funds. 
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d. Neighborhood Preparation Experiments 

In conjunction with item 3-c neighborhood 

preparation and cooperation projects 

(perhaps in partnership.with OEO}should 

. be undertaken along the 1.ine of CICOM' s 

efforts on 114th Street. While those will 

be closely coordinated with the construction 

acti·vi ties anQ other Model City projects, 

they should be conducted by an independent 

service rather than production-oriented 

organizations. These progrc[[ls should. 

include provision for professional evaluation 

of the behavorial and attitudinal responses 

of the community. 

.45 
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Program Category II._ LAND USE AND COMMUNITY ENVIRONMENT 

Approach 

HUD research and development into land use and 

community environment will focus on two areas. The first 

consists of locations of potential urban growth such as 

• suburbs and the periphery of metropolitan areas. The 

second consists of declining older urban neighborhoods 

wnich are now or.threaten to become slums. Research and 

development efforts in these areas will involye studies, 

surveys,. and demonstrations. These will be aimed not only· 

at measuring, analyzing, and making incremental improvements 

in existing land·use patterns and community environments, 

but also at formulating and analyzing markedly different 

alternatives. 

il: To determine the nature of urban growth and to 

discover and develop methods of influencing it which 

will result in a significantly better urban environment. 

This task will require research concerning the following: 

a. The character and magnitude of future urban .200 

growth and its implications for housing, 

roads, utilities, schools and other urban 

facilities. 
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b. How growth actually occurs in existing 

metropolitan areas. 

.350 

This would include investigations of the 

following: 

1) The sequence and phasing of different 

land uses in peripheral areas, and which 

of these uses generate others. The 

quantitative relationships among these 

uses and how these factors influence 

settlement in metropolitan areas with 

varying conditions (such as previous 

development and different environmental 

features). 

2) Relations between specific environmental 

features· (such as soil types, topography, 

drainage, and weather) and patterns of 

urban development on both a metropolitan 

and sub-metropolitan level. 

3) Why and how new major urban nuclei come 

to be located where they are, and the 

implications for future growth patterns. 

c. Existing, emerging, and potential problems .300 

resulting from current patterns of population 

expansion and other urban growth. Examples 
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might be high transportation costs: shortages 

of easily accessible recreational space, dis­

persion of cultural and other amenities, and 

segregation of low-income and racial groups. 

3 

d. Specific public actions which might .500 

ameliorate or solve the p~oblems discussed 

in (c) above through relatively marginal or 

.incremental changes in existing policies and 

regulations. Such actions could include 

changes in tax laws, assessment practices, 

zoning, location of transportation arteries, 

Federal mortgage insurance programs, locations 

of major public facilities and methods of 

preserving adequate open space. 

• e. Alternative forms of growth which could .250 

develop in existing metropolitan areas 

(such as solid peripheral growth on all 

sides, radial corridors, and satellite urban 

centers). This should include determining 

under what conditions each form is most likely 

to occur, assessing the major costs and benefits 

of each, and identifying policies likely to 

encourage or discourage each. 
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-12. To explore ways of accommodating future urban growth 

through significantly different mecllanisms, policies and 

programs than are now empioyed, including the creation 

of "new cities". This task wil_l require research con­

cerning the following: 

a. Alternative forms of urban settlement which .650 

might be created in comprehensively planned 

·"new cities." Emphasis in this research 

would be upon the imaginative development of 

new urban forms on both large-scale ·and 

neighborhood levels, with a supplement on 

the costs and benefits of each form. 

b. The advantages of accommodating future 

urban growth in new cities,· and the major 

costs of achieving those advantages. The_ 

advantages assessed should include reduced 

air and water pollution: improved aesthetic, 

recreational, and other standards and a 

generally superior "mix" of amenities and 

facilities, and economies of scale due to 

scheduled construction of entire cities. 

c. Practical requirements for the development 

of new cities. This would include realistic, 

quantified identification, analysis, and 

.100 

•. 750 

evaluation of the following types of requirements: 
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. 
1) Methods of financing land acquisition 

and community development costs. 

2) Legal jurisdictions and powers for the 

new cities which will fit into existing 

governmental structures, but will 

minimize the fragmentation of powers 

typical of present metropolitan areas. 

3) Subsidies for the creation of low-

income housing, the development of roads, 

public utilities and other facilities 

necessary to develop a revenue-producing 

( tax base. 

4) Controls and incentives on the location 

of new industrial or public facilities 

to insure that each new city has an 

adequate economic base. 

• 5) Land-use controls within new cities 

which insure that comprehensive planning 

is effective. 

6) Methods maximizing private investment 

in new cities. 

7) Specific strategies and programs which 

will combine the above-described require­

ments and other elements into viable 

new cities. 
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d. Alternative strategies for accommodating 

urban growth in various "mixes" of new 

.Joo· 

cities, peripheral expansion of existing 

metropolitan areas, higher densities in 

existing settled areas, and other urban 

forms. Analysis of these strategies would 

include estimates of their total costs and 

benefits, and identification of the policies 

needed to implement them. 

13. To determine the nature of conditions and processes 

in economically and physically declining neighborhoods, 

and to discover and develop policies which will result in 

significant improvements in these communities. 

This task•will require research in substantive areas which 

are the natural concern of HEW, OEO and other Federal 

departments. Therefore, much of the research identified 

in this section should be carried out jointly by HUD and 

other agencies. It is included in HUD's R&D program 

because.of its central importance to Model Cities and 

other HUD operations. Therefore, HUD must have the pre­

rogative and capability for conducting investigations and 

demonstrations in all the areas indicated. This task 

will require research and demonstrations concerning the 

following: 
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a. The nature of slum neighborhoods and their .200 

role in the process of urban development and 

in carrying out the major functions of cities. 

This would include defining such neighborhoods; 

determining whether they have typical life-

cycle patterns; analyzing the relation of those 

patterns to s~ch larger processes as the aging 

of cities, total metropolitan area population 

growth, immigration of population, cultural 

and economic up-grading, and technological 

change; and examining the implications of these 

findi~gs for general public policy objectives. 

b. The specific economic, residential, health, 1.000 

age, educational employment, occupational and 

other characteristics of the residents of 

declining neighborhoods, particularly the 

worst slums; possible causal or correlative 

relationships among these characteristics; and 

relationships between them and certain behavior 

patterns relevant to the quality of neighborhood 

environment, such as adequacy of property 

maintenance, and use of public welfare assistance. 

c. The mobility of the residents of declining .700 

neighborhoods. This would include investi-

gating the following: 
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1) How frequently these residents move, 

why they move, and what patterns of 

origin and destination they follow. 

8 

2) The relationship of their degree of 

mobility to the quality of local schools. 

The performance of students in their 

attitudes toward property maintenance, 

participation in conununity activities 

and organizations, utilization of welfare, 

health, and other public service programs., 

incidence of crime and.juvenile delinquency, 

( the size and nature of the demand for 

housing, and employment characteristics. 

3) Differences between mobility that is 

beneficial to the individuals concerned 

and the community, and that which is 

harmful, and methods of encouraging useful 

mobility through public policy. 

d. Differences in the magnitude, quality, and .900 

convenience 9f various public services in 

different parts of large cities, focusing 

upon differences between slum neighborhoods 

and others. The services concerned could 

70 



9 

include street cleaning, garbage collection, 

police protection, quality of education, health 

programs, welfare programs, building code 

enforcement, and public property maintenance. 
I 

e. Relationships between certain behavioral 1.200 

and environmental traits often found in 

declining neighborhoods and the quality, 

quantity and effectiveness of specific public 

services and private activities and conditions 

therein; plus methods of improving the latter 

by altering specific conditions which encourage 

or allow these traits to exist. The traits 

considered should include vandalism, degree of 

renter occupancy, crimes against persons, juvenile 

delinquency, alcoholism, use of narcotics and 

drugs, coercive juvenile gangs, extreme poverty, 

and low levels of education. The public services 

considered should include code enforcement, 

welfare programs, police protection, and main­

tenance of public property. The private 

activities and conditions considered should 

include private property maintenance, rehabilitation 

efforts, degree of private capital investment 
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in non-residential facilities, and· willingness 

to locate industrial and commercial activities 

in such areas. Research on these subjects 

should be aimed at identifying very specific 

actions which might ameliorate existing conditions; 

demonstrations of the effectiveness of these 

actions should also be undertaken. 

f. The relationships between the nature and .450 

qualityof local schools, their programs, and 

their student bodies and the general neighborhood 

environment. This would include analysis of 

the role of schools in the racial transition 

of neighborhoods, the maintenance of neighbor­

hood reputations and the level of private 

investment therein. 

g. The specific causes of racial segregation .450 

and discrimination in housing markets; their 

general effects upon urban settlement and 

mobility and the creation and maintenance of 

slums; their, specific effects upon housing 

prices and the quality of housing consumed 

by white and non-white occupants; and quantified 

estimates of their total costs resulting from· 
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lower employment for non-whites, greater 

transportation costs for all groups, higher 

housing costs for non-whites and other factcrs. 

h. Methods of delivering various public 1.900 

services to residents of slum and other 

declining neighborhoods with greater 

effectiveness and convenience. This would 

include investigation of various types of 

neighborhood service centers, the use of 

school buildings for social welfare and other 

services, th(! influence of potential multiple 

uses upon the design and operation of ·public 

fac.ilities (such as buildings in which 

elementary school, adult education, social 

welfare, child-care, health, and recreational 

activities are all carried out simultaneously), 

and possible modifications of specific programs 

designed to make them more easily accessible 

to low-income, disabled, functionally illiterate, 

and other handicapped persons. These subjects 

should be explored by design demonstrations 

and programmatic demonstrations if possible. 

73 



i. Methods of focusing the programs carried 

out by the major permanent institution in 

slum areas-~ public schools, the police, 

and welfare ,tgencies -- upon the needs of 

the residents who have not been, and are not 

likely to be, able to use the normal channels 

12 

1.000 

of upward mobility to escape from very low­

income status. This research would investigate 

the tendency of programs carried out by these 

agencies to "drift upward" in focus from the 

most disadvantaged groups to less unfortunate 

groups who are much easier to service, the need 

to develop special school and welfare programs 

different from those in the rest of the city to 

meet slum needs, the need for police programs 

which counteract the "adversary role" which police 

normally perform in relation to slum residents, 

and methods of drawing these disadvantaged 

persons into participating in programs which 

can benefit them. 
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. Program Category III - TRANSPORTATION AND PUBLIC FACILITIES 

Approach 

(Transportation) 

Identify and experiment with transportation options 

which will satisfy mobility needs and quality of service 

demands of urban·residents and are compatible with the 

total urban environment. FY 68 resources allocated to 

this task total $10 million. Substantial expansion of 

the program in FY 69 is assumed. 

Practical limitations 

During the first 2-3 years the bulk of 

resources must be concentrated upon 

transportation .improvements which benefit 

ghetto or model city residents and are 

capable of leading to implementation within 

the next five years. Only about 20% of the 

resources should be devoted to more 

comprehensive long-term solutions such as 

automated individual vehicle systems, high­

speed belts, extensive use of underground 

roadways and parking, etc. 
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1. General Research 

Grants for general studies relating to 

- Urban transportation demand forecasting 

- Transport systems evaluation methodology 

- Transportation planning methodology 

Flow theory and general network theory 

- Survey of ghetto mobility status 

Impact.of highway construction on 

neighborhood quality 

Some of this research should be supported jointly 

with DOT. If sustaining grants are provided to 

selected universities in accordance with (b) below, 

specific research grants and contracts sh~-0ld be 

limited to $2.5 million for FY 68. 

2. Urban Transportation Research Centers 

Finance university centers in cooperation with 

Department of Transportation. Longevity funding 

requirements will make necessary a FY 68 investment 

of $1.5 million for each Department. 

2. 

2.5 

1.5 
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·3'. Advanced systems concept studies 

Reserve $1 million in FY 68 for concept studies 

of future systems and subsystems. Highest 

priority should be of 

air supported mass transit and individual 

vehicles 

further studies of linear motor 

network control studies 

4. Feasibility studies of new and improved 

transportation systems and components 

A series of engineering feasibility studies should 

be financed in the last half of FY 68 upon 

completion of-the three R&D program studies which 

will be supported from fiscal '67 funds. Some of 

3 

the innovations can be studied in a general framework 

1.0 

4.0 

and others must be explored in a specific city context. 

Possible items for study include -

* Fare collection systems for convenience and 

for introduction of flexible pricing 

* Improvement of the pedestrian mode -

environmental control, grade separation, 

moving belts and benches 

* Vehicle tax system to combat congestion 

* Operations analysis methodology for bus 

routing and scheduling 
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* Dynamic bus programming and other 

approaches to a taxi-bus hybride • 

* Bus priority systems - traffic light 

control, freeway access, bus-only lanes, 

bus tunnels and off-street terminals 

* Information services to mass transit 

p:tron (time to next bus, destination, 

estimated arrival t~me) 

* Higher levels of mass transit service 

(reserved seats, environmental control, 

some privacy) 

Mass transit design alternatives to 

minimize noise 

* Freight distribution in the central city 

* Street and highway flow control 

Fiscal year 68 funds ·should be on the order of 

4 

$4 million for the first round of studies including 

feasibility of implementation in specific cities. 

Additional funds will be required in FY 69 to start 

systems development of those items which are not well 

within established technology and to undertake field 

experiments. It is assumed that the first large­

scale use of any of these technological and 

institutional innovations will be financed with 

capital grant funds and will be administered by the 

responsible program assistant secretary. 
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It has been assumed that HEW and DOT will provide 

adequate funds for the development of low pollution 

vehicle propulsion technology. If this does not 

happen, much of the FY 68 funding referred to above 

·must be reprogrammed to fill this gap. 

5. Street and highway management demonstrations 

Joint study with DOT (BPR) for expansion of urban 

traffic flow field experiments. DOT already has 

$1 miilion allocated for FY 68 - HUD should match 

this. 

Approach 

(Public Facilities) 

Improve the cost-effectiveness of public facility 

expenditures and identify harmful distortions in 

resource use and facility planning. Resources allocated 

in FY 68 budget total $2 million. 

Limitations 

The term "public facilities" is narrowly 

construed to mean utilities distribution, 

water supply, fire protection, waste 

disposal, public building construction and 

maintenance. Specifically excluded from 

this task are personal and employment services 

5 
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such as health, welfare, education, job 
• 

creation and crime control which are 

included as a primary element in the 

ghetto improvement mission. 

1. General Research and Analytical Studies 

Reserve $300,000 for priority studies of a 

preliminary nature such as -

* Optimum scale of plan facilities for 

various technologies such as water 

supply, waste disposal, fire protection 

* Comparative efficiency of community 

facilities in various cities 

* Survey of public facility financing 

* Methodology for evaluating quality of 

community services 

* Use of multi-level codes and standards 

2. Urban Drainage Studies 

Allocate $200,000 for a state-of-the-art review 

of knowledge, problems, relevant Government 

programs and unmet R&D needs 

6 

.3 
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3. Feasibility Studies of Alternative Service 

Concepts and Design of Relevant Systems 

Development and Field Experimentation 

Allocate $1 million to support a variety of 

concept studies concentrating primarily on 

waste disposa_l approaches not being considered 

by HEW in their solid waste program. Further 

studies focused on fire protection, and 

utilities distribution. Particular emphasis 

should be given to new ways of meeting the 

service needs of model cities and newly . 

developing urban areas. 

4: Engineering and Economic Studies of Utility 

Tunnel Applications (This could be folded into 

(c) above.) 

Allocate $500,000 for a 12-month study which 

could lead to systems development and field 

experimentation. 

.• 
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·necernber 5, 1966 

. 
OUTLINE OF TASK FORCR POSITION ON HEIGHBOPJTOOD CEiiI'ERS 

The position of the Task Force on nei(;hborhood. center~ is as follovc: 

1. Need for Centers: There is a serious need for neighborhood centers 
in ghetto areas that are close to the people and easily accessible. 

2. Meet Individuol's Need: It is essential that the services and 
activities of the center be shaped from the standpoint of the individuc.l's 
needs and not from a particular supplyinc a~ency's standpoint. T'nere in 
reason for concern that too much concentration has been placed on problems of 

4 . supply, instead of on vhat is best from the consumer's otandpoint. 

3. Essential Functions: These function5 are essential.to a neighbor-
~ ·hood center: infonna.tion, diagnonis, services to meet key needs, referral, 

follow~up, outreach, e.nd advocacy. It is apparent that there is some limit 
to the decree to vhich governmentai funds can and should be used for the 
advocacy function. Some. forms of advocacy are more appropriately a private 
responsibility. What is essential is that the advocacy function be included 
in local planning for the neighborhood centers, vith a variety or public­
private "mixes" being encouraged. 

4. Not a Bricks and Mortar Problem: The emphasis should be on dcvel­
opinc an e'rrective progre.m of services, and not on buildine the shell to 

( house them. The physical ~aci~ity should flow from the needs of the proercm, 
not vice versa. 

5. Q>Jectives: The centers' objective should be to help to mnke the 
existing institutions and socinl service a6encies more responsive, rath~r 
than to compete with them in meetinc the necdr, of individuals. They should 
be a catalyst and influence for improvine the city's service system. ~"'here 
should be maximum participation of neighborhood residents in both the 
piantiing and operation of the centers. 

6. Need for Experimentation: Based on the above points, it is reco:n­
mended that en 1Jnr.1ediate apprn:i.s-al be mm c of a do1.en or so most succc~zful 
neighborhood centers now being operated by Federal aeenci~s, particul.o.rly 
OF;o, to determine vho.t arc the successful clements and how such centers 
might in the very short run be replicated and improved. 

7. Jo:valuntion: There should be objective and cont.inuini ev&.luat iou or 
the -ccnte1·s' efi'cctivencss. One measure of such· cffcctivcnc&r. should bl? thi:? 
decree to which they hnve succec<.lcd in rnnkinc other cxinti.nc e.ecncir.•;:; rr.':>r~ 
responsive. 
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8. • Long-term Financing: It is recognized that successful neighborhood 
centers should over time attract more local support, on some matching basis 
with Federal funds. On the other hand, it is extremely important that these 
centers be given at the outset greater assurance of longer term financing 
than now-exists. 

9. Uncertainty on Instrumentalities: It is unclear at the prcs-::?nt time: 
what instrumentalities and administrative mechanisms should be used to carry 
out the program. For example, it is uncertain that a federal inter-agency 
approach would be the most effectlve way of carrying out consumer-oric.:nted 
neighborhood center programs. 

IIID 

.• 
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Dece~bcr·5, 1966 

OOTLINE OF TASK FORCE POSITION ON H0.'1E OWNERSHIP. BY THE POOR 

The position of the Task Force on the questiort of home ownership 
by the poor is as follows: 

1~ Try a Pilot Program: A program to test the value of different 
. kinds of ownership by slum dwellers with dif fercnt levels of income should 
be tried on a pilot program basis. 

2. Potential Advantae£_~: H~e ownership offers the potential 
value of instilling slum dwclhrs with a new sense of hope~ pride, purpose 
and responsibiliti• It also holds promise for improved maintenance and 
care of dwelling units, though this should not be a primary objective of 
the program. 

3. Potential Danger_!: A program of encouraiing home ownership 
by the poor runs the risk of locking individuals into slum areas and poc,r 
investt11ents, burdening them with financial obligations they are unable to· 
cari,r, leaving them prey to unscrupulous home improvement salesmen, and 
raising false expectations about their equity accumulation • 

. ·4. Cost Estimate: As an illustration of financial implications 1 

the cost of making 10,000 rehabilitated units available to all low income 
ranges would require a reservation of $125 million i~ below-market (3%) 
·1oans and $5 million for direct subsidies. 

S. • Try all Fonns of Ownership: A pilot program should seek to 
try all forms of ownership: single-family ownership, cooperative or 
condominium ownership of multi-family units, and ownership by resident 
landlords of multi-family units replacing absentee landlords. 

· 6.· Provide Own\?rship Outside of Shuns: The program should assist 
slum residents in the purchase of homes outside of slums as well ~s 
within • 

. 7. Tic to Nci[ihbo"l·hood Uet~rAd!_•~~: A progrnm to help acquire: 
ownership of rehabilitated units in slums should be tied to active: 
programs to upgrade the surrounding neighborhood, ns in the Mode:! Cities 
Program. 

8. Prior Rehabilitation: Slum units should be rch;ibilirnte:-d 
prior to assumption of ownership. 

9. Financinl J'.ssistcl11cc Needed: 1'he pi·or,ram should be h.1sccl on 
the use of long-tenn low ir\tcrcst lo:ins with no down payrn<!nt, and with 
housing supplement~ to reach the lowest inco:ne level!;. 
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10. Advice and Counseling: 1'hc prouram should p.rovi<lc advice 
and counseling, both before and followin2; ownership, on financing, 
maintenance, and other ownership responsibilities. 

2 

11. Rent Supplements: Rent supplements should be provided where 
necessary to tenants of multi-family units that are rehabilitated and 
sold to resident landlords. 

12. A Buy Back Provision: The program should provide for buyine 
back the units for a fixed period in case owners cannot carry the 
required burdens. 

#Ill 
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December S, 1966 

OOTLrnE OF TASK FORCE POSITION ON URBAN DEVEJ.OPMF.NT CORPOR:\TJOX ·---

The position of the Task Force on the proposed Urban Devdopme:nt 
Corporation is as follows: 

l.' Need to Improve Shuris: If housint conditions in slum areas 
are to be visibly improved in the short term without cnuslng major 
displacement, rehabilitation will have to play an important role. 

2. Need for UDC Mechanism: The creation of a UDC, with capacity 
to operate at sufficient scale, is a potentially important mechnnism 
for stimulating a rehabilitation indu:;try capable of doing the job. 

3. AdditiotVll Potential Benefits: The UDC program would have the 
additional poter.tial benefits of (l) reducing co~;ts and thus spurring 
private rehabilitation, (2) providing employment opportunities for 
indiger.~us labor, and (3) making possible the .transfer of rehabilitation 
innovations to new constructiqn. 

4. Potential Risks: The proposed program proceeds from certain 
untested assumptions. It cannot be stnted with certainty that UDC will 
succeed in stimulating a viable rehabilitation industry or achie:ve the 
desired technological and organizational innovations, thouih th(-rc arc 
strong indications that it will. The organization's cnpncity to meet 
the social needs of the area, its ability to acquire properties in 
sufficient numbers at reasonable price, and the sufficiency of the 
remair~ing economic life to c.over the mortcaie period, arc also question!'.. 

5. Necessary Scale: The proposed 30,000/50,000 unit scale appears 
to be the minimum level necessary to achieve the tcchnologicnl llnd 
institutional innova.tions de~ired. 

6. Finnncial Commitments: Lou-interest mortr,nr,c crc·dit 11nd re:nt 
suprlements are essential. If hnlf or the proposed 30,000 \111ils for tl,c 
first two years arc built with 6% t,O-yc:.ir niortr,ngci-; nt a cost of $13,000 
a unit, the annual rent supplement required for the:sc 15,000 unjts would 
be $12.2 million if avcrazc tenant income is $1•,000 and $19.6 rni.llion if: 
the avcras~ is $2,000. If additional units co\•crcd by rent subsidies 
were constructed at the rate of 25,000 per ye:nr these ficurcs would rise 
to $63 million and $108 million respectively nt the end of the 5th yu1r. 

7. !lelp all In,::omc Levels: The protirant should opi::rDte on a 
ncighhoi:hoo'! basis and thus serve a ranee of lowe:r income?. lcvds. 
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8. Local Participstion: The program should provide for and 
encourage local sponsorship and participation, preferably with so~e 
form of local financial participation. The UDC program· should be 
consistent with local plans, and a cle~r understanding of its 
relationship to the relevant existing local anencies should be worked 
out in advance. 

9. Allow Activity in New Housing: The UDC concept should include 
new housing as well as relu1bilitation, thou~h for tactical reasons it 
may be advisable to limit activities to rehabilitation in the initial 
years. 

10. Encourasc Private Leadership: The possibility should be explored 
of cncouraeing the private sector (business, foundations, etc.) to take 
the initiative in launching a UDC venture, with the federal govern::1cnt 
lending encouragement and responding with whntcver financial commitments 
are necessary and can be made. 

. . 

.IIJfJ 
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• December 5, 1966 

OOTLrnE OF TASK FORCE POSITIOL~ ON LANDLOW)-2!_NAN'r REIATIO'.~S 

The Task Force was asked to consider issues and proposnls 
-raised at the Attorney General's Conference on Tenants• Rights. 
Since this conference will not be held until December 9, the Task 
Force has not yet reached any final conclusions or recommendations. 
However~ the following tentative proposals are under Task Force 
consideration: 

1. Enforce Codes under Workable Pror.rnm: IIUO should effc:ctively 
enforce present legislative "workable program" require:mcnts 'that local 
governments must themselves enforce local codes and ordinnnccs related 
to life, health, and safety in all neighborhoods as a requisite to 
obtaining federal assistance. 

2. Develop National Code Enforcement Statistics: HUD should 
develop national unifonu statistics of local code enforcement activities 
in _ord~r to establish yardsticks of comparable local effort and perform~nce. 

3. Rcqut.re Code Complinncc for FHA Innurance: HUD should require 
a showing of code compliance or correction as a condition to all ~?A 
mortgage insurance, particularly as to Title I loans. 

4. Expedite FHA Loan Processinr;: nuo should expedite fllA 
proccssinz of Sec. 312 code compliance and rehabilitation loans. Lone 
delays arc extremely onerous to owners. 

5. Withhold Welfare Rents: m:w should require all local authnritics 
administering relief funds to adopt, in collaboration with approprirLc 
local authorities, systems of housin8 inspection and certif:icntion and 
rent withholding wh~re appropriate. Steps sholtld be taken thrc,ueh OEO 
legal assistance and other progrctms to prevent retaliatory eviction. 

6. Reduce Acquisition Awards for Code Violation: All Dcpc:irtmerits 
of GoverMtcnt concerned with property acquisition, wherever Federal 
investment is involved, should require that the acquiring public authority 
demonstrntc and certify that no part of the awDrd granted or payment made 
represents values achieved by operation contrary to locol codes of 
buildinz, hcnlth and safety. 

7. Require Cock Ccrt:ifkllti.on on Mort_r~~•.e Lonn J\11dits: J\11 
Dcpnrl'mcnts of Govcru1r.,;mt dc-.d inc with the nudiL and vcrl(l<;.il;ir,n of 
real cstnte and morLgn~c lot1n as!;ct~; should rc«1uirc cc-rtiClc:;•~i()n tlant 
as to the property conccrnc\.l no compl:lints nre prc'.!;Cnt ly pciwli n~~ hy ;.ny 
local authorily ch.:n:ging violation or local wlnim.un codc.:r; of 1,uildira;~, . 
health and safety. 
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8. Apply Avnilable Sanctions in an Experimental.Program: 
Consi~eration should be given to selection of a few neighborhoods in 
which, after complete inventory of structure condition, ownership, 
mortgage debt, and prior history of code enforcement, an experimental 
program might be undertaken by the appropriate local public authority, 
working in collnboration with the local com11u~1ity, in which a number 
of the possible Federal sanctions here enumerated were employed. 
The objective: to establish thnt the power of local government to 
regulate housing condition to preserve life, heal.t11 and safety is a 
prior charge on all interests in property, including mortcagc and equity 
investment. 
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December S, 1966 

TASK FORCE REPORT ON NEIGHBORHOOD CENTERS 

• 
INTRODUCT I<A~ 

the task Force was asked to consider the question of establishing 

neighborhood centers in the ghettoes of America, and how a program 

could best be carried out. 

the need is clearly great to find a way of reaching into the slum 

areas of the nation with information about available assistance and with 

services designed to serve individual needs in a convenient and easily 

accessible manner. 

In every city there is a myriad of public and private agencies 

providing a broad range of services, from courses in literacy to job 

training to housing assistance. Each service agency has its specific 

misslon, its special clientcle, its own budget, and its particulnr set 

of rules and regulations -- which may be completely reasonable from the 

agency's standpoint. 

But from the standpoint of t~e individual who needs help, the 

system as a whole is a bewildering maze. The services may be located 

too far away. They may seem aloof or uncarint or even hostile. The 

eligibility requirements may be unreasonable and excessively complex. 

They may treat part of the problem, but not another essential parL. 

There may be lllogictll gaps in service alto~c:-ther. The rules or one 

agency may conflict ,Hth those of another, to the dctrim-::nt of the 

individual seeking help. 
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Not only ls it difficult for a slum dweller to receive the assistance 

he needs; he may not even knci.J it exists. One survey* of low-incc:r.e 

.fami\les ln Detroit reported that, among ~arious needed and relevant. 

services, 55 percent of those interviewed did not know about the 

availability of special employment services. Forty-two percent were 

unaware of daycare services. Forty-three percent.were unaware of 

available legal services. 

These problems clearly i~dlcatc a serious need for nelibborhood 

centers that are-close to people and easily accessible, that provide a 

range of information and services tailored to the individual's need, and 

that can reach out to individuals who are unaware that help ls available 

and-effectively follow throush to solution. 

The Task Force therefore recommends that an immediate evaluation 

be made of some of the more _successful neighborhood cE:nters n~w being 

fun:ted by federal agencies,· particularly OEO, to determine what the 

successft,11 elements are and how such centers might in the short run be 

replicated and improved. 

Followins sections wi 11 discuss the factual settin3, some of the 

major issµcs, and general criteria for a neighborhood center proirn:n. 

*Greenleigh Assoc~, Inc., "Horne Interview Study of Low-Income 
Households in Detroit", New York, 1965. 
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FACnJAL BACKGROOND 

• The Federal government is already extensively involved in assisting 

many different kinds of _centers, both general and special purpose, in 

ghetto neighborhoods. 

The Office of Economic Opportunity has funded approximately 800 

neighborhood centers in 200 comnunities through the Comnunity Action 

Program. An estimated $85 million is available in 1967 for administration 

and funding of certain services. The operation and functioning of the 

centers.are presently being evaluated by OEO. 

Approximately 600 law offices serving the poor, generally located 

in slum areas, were funded under OEO's Legal Services. Program last year. 

RUD has approved or_is processing applications for 48 multi-purpose 

neighborhood centers, designed to offer a broad range of services in 

ghetto areas. A total of $29 million has been authorized for construction 

of such facilities. 

The Department of Labor has. assisted the establishment of more than 

1900 Employment Scrvlce Offices and ll•9 Youth Opportunity Centers to 

provide counseling, training, job development, and placement, though these 

offices are located throuehout the urban arens. A total of approximately 

$192 million is available this fiscal year for the Employment Service 

program, and $58 million for Y,,uth Opportunity Centers. 

The Welfare Administ1·ation of HEW has established 500 full-time 

sub-offices in ghetto or problem areas. 

The Sm31l Business Administrntion has funded 54 ccnt~rs to provid".! 

counseling to Negro businessmen. 
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In addition, there are an array of other centers. and offices 

not specifically related to the ghetto areas, that provide special 

services, such as multi-purpose senior citizen centers, community mental 

health centers, social security offices, and so forth. 

QUESTIONS AND ISSUES 

The neighborhood center concept raises a number of important 

questions and issues which warrant careful consideration. Among them: 

1. Whom should the centers serve? Should the establishment of 

neighborhood centers' focus on the ghetto areas? Or should the progr&~ 

be conceived as a universal_ 'service or urban amenity available to all? 

The arguments against a ghetto orientation are that lt would stigmatize 

the centers and ultimately lead to second-class service, whereas a 

'service used by all income and social grou'ps would exert pressures for 

higher standards. On the other hand, slum dwellers are clearly those 

who need information and service the most, and arc least equipped to 

obtain it without special help. 

2. What range of functions and services should the centers have? 

The possible functions of a neighborhood center span a broad rnnec 

information, advice, diagnosis, referral, follow-up, outreach, and 

~dvocacy. The list of services that a center mieht provide is equally 

long -- employment, education, housing, health, lcial, recreation, 

financial credit, family counselinz, and so forth. 
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Taking the latter question first, the issue is whether a center can 

and should attempt to provide a "smorgasbord" of more or less unrelated 

services, or whether one or two key areas, such as employment, should 

be given priority with supportin8 services provided which contribute to 

the major objective, leaving other needs to be hnndled on a referral basis. 

With respect to the range of functions undertaken by a center, several 

conflicts are possible. Given a necessary limit on time, staff resources 

and talent, there may be conflict between a center's ability to provide 

. effective infonnatio~, advice and referral, and its ability to provide 

effect~ve on-the-spot services. Emphasis at one end of the spectrum may· 
. , 

come at the expense of the other. Another conflict concerns the question 

of advocacy, to be discussed next. 

3. The dilemma of advocacy •. To the extent a center en&ages in vigorous 

advocacy on behalf of the individuals it serves, it runs the risk of 

causing a "bureaucratic backlash" which may adversely affect the effectiveness 

of the-center's information and referral functions. Yet effective advocacy 

may well achieve ins_t.itutional changes benefiting large numbers of 

individuals, rather than just a single case. 

More fundamental is the dilemma of centers that seek through adv9cacy 

to "fight city hall" when "city hall" is providin3 the funds for its 

operation. It is apparent that there is some limit to the degree to which 

government funds can and should be used for the advocacy function. Some 

fonns of advocacy are more appropriately a private responsibility. What 

is essential is that the advocacy function be included in local planning 

for the neighborhood centers, with a variety of public-private "mixes" 

being encouraged. 97 
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4.· Objectives of the centers. In seeking to provide certain information 

and other services on an easily acc~ssible basis in ghetto neighbor~oods, 

the centers face a question whether the long-range objective will seek to 

provide a relatively self-sufficient "one-stop package" of .services that 

substitutes for, and competes with, the existing service system of the 

city, or whether its objective will be to help make existing institutions 

and agencies more responsive to the needs of individuals. With respect 

to the latter objective, advocacy is.one possible means for making the 

existing system work better. Another is through the stationing of 

personnel from existing agencies in the center, thus offering both the 

opportunity to serve individuals more conveniently and to stimulate 

greater inter-agency dialogue·and coordination. A question to be considered 
. . 

ls whether center directors should be given some amount of discretionary 

funds to help achieve the coordination desired. 

5. Who should administer the proeram? The decision at the federal level 

is particularly complex since at least four agencies -- OEO, HUD, HEW, and 

Labor -- have a major interest and involvement in assisting the establish­

ment and operation of various kinds of ncishborhood centers. Each program 

has its own particular objective and ·special limitations. An effort to 

develop an inter-agency approach offers the possibi 1i ty of smoothing out 

differences amonz the agencies and provldi03 sources of funds adequate to 

develop genuinely comprehensive nciehborhood center programs. On thE:: othe:r 

hand, it is possible that the partlcipntin~ agencic-s may become so pre­

occupied with questions of inter-agency CQ'>rdlnatlon thttt the end rc~ult 
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may be a program that settles for the lowest ccmnon dertominator and 

loses· sight of the problem of developin3 programs that meet a need 

from the consumer's point of view. 

CONCLUSIONS 

7 

Based on its general consideration of the subject and discussion of 

the issues mentioned above, the following conclusions emerge: 

1. There ls a clear need for well-conceived neighborhood center 

programs, and that need is most critical in ghetto areas. 

2. The functions and activities of the center should be designed 

f~om the consumer's standpoint to determine how to best meet the needs 

and problems he ~aces, and not from the standpoint of working out 

convenient arrangements on th~ part of the supplying agencies . 
. 

3. The centers should provide services in areas of priority need. 

They should combine an effective information, diagnosis, referral, and 

follow-up function in areas not covered by the center itself. The centers 

should actively recruit and reach out to assist individuals who may be 

unaware of available services. Appropriate forms of advocacy should be 

included, recognizing the limits to which government funds can reasonably 

be used for this function. 

4. The neighborhood center concept should be concerned primarily 

with the development of an effective program, not with the shell in which 

they may be housed. The size of the neighborhood to be served should be: 

defined in ~crms of "''1lat it takes to provide a proeram that is close to 

people and easily accessible, rather than on the population size ne:cc,ssary 
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to support a pre-conceived physical facility. Thus a more effective 

approach may be a hierarchy of centers, starting with a main office 

8 

and spreading out with smaller store-front centers. and one- or two-man 

outposts. 

5. The centers should be an instrument for helping the existing 

institutions and soci~l service agencies become more responsive to needs 

as felt by the consumer. This should be one n,easure of their effectiveness • 

At the same time, it is clear that neighborhood centers cannot be expected 

to reform the tangled web of a COl11TIUnity•s social service system. This 

is a t1sk requiring careful city-wide planning for the coordination of 

social services, as envisioned by the provisions of the Model Cities 

Program. It also involves coordination by the relevant federal and state 

agencies. 

6. There is need for broad experimentation in the neighborhood 

center program to determine what kinds of programs are most attractive, 

what arrangements achieve the best results, what kinds of functions are 

most appropriate, and so forth. An immediate appraisal should be made 

of the dozen or so most successful neighborhood centers now beine operated 

by federal agencies, particularly OEO, to determine what are the successful 

elements and how such centers might in the very short run be replicated 

and improved. 
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7. While consideration-has necessarily been devoted primarily 

to que·stions involving the role of govcr1,rnent and public agencies, the 

private sector is extremely important to the success of the neighborhood 

center concept. Many private agencies are actively involved in programs 

aimed at similar goals. They also offer the potential of performing some 

functions more effectively than government. Active experimentation should 

be underta.ken with a variety of public-private "mixes" in the neighborhood 

center program. 

8. It is unclear at the present time what instrumentalities and 

administrative mechanisms would be most appropria~c to carry out the 

program. 
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TASK FORCE REPORT m? P~m-:OTI?{G f!O!•:?: om:ERSHIP. 
AND RESIDE:H'l' U,NDJ.o:rms Jli sr.u:,: A!IBAS 

1. . Factunl Becl~round • 

1; The federal governm~nt alrcndy' provides a very &ianiticant subsid.1 

tor home o-.mcrship e.'llonz middlc-inco:nc nnd upper-incorie grOUJJS 

-through inco~e tax deductio~s for intcreot end property taxes. 

a. In 1962, this subsidy ~mounted to a $2.9 billion tu. navlng 

tor middle- and upper-income e;rou1,s . 

·b. The uppermost 2<:1/, or o.11 feruilics (with incoree& over $9,0~0) 

rcceivcd,a subsidy or $1.7 billion in 1962- or double the 

total 1962 housing subsidy given to the lo~·rcrztost 2CI/, in the • 

form ot public housing costs, welfare housing pnyments, Md 

,- tax deductions combined. 

2. In general, owner-occupied homes in slum c.rcc.s ere in better 

physical condition th~n renter-occupied ho:r.~s. Jrowever, this r,,o.y 

result fro111 th.-~ tnct that c:mers 6Cnero.l.ly have higher incC1mec end 

more assets than renters, rather than froi11 omicrchip p-::r !:.C... 

a. The proportion or ~str~.rd units nrt?ong fn·nilic:; ,rith inco~.,.r. 

belo~, $4,ooo in central cities in 1960 wfl.s 81, for o~:ncr-occup5ir:d 

u11its nnd 2l'b for renter-occupied ut1it~;. 

b. The p1·orort;ion or ~9.~1.'.! d~rellin3 Ufdts t.t:.:'jn~ !lll f:1•nilii::s in 

ccntre.l cities in 1960 mu: 11'$ for o~;n,.!1·-occ\11)i<.:d units cmd 33'!, 

tor rentcr-o~cupied unit&. 
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c. There is a strong consensus mnone housing experts and social 

workers experienced in slwns that providins fA.'1lilies who mmt 

to own ho1:ies with a chance to do so would induce sicnficc-.ntly 

greater rcr.ponsibility on their pa.rt toward maintenance of both 

property and general neishborhood conditions. 

Low-income residents get less quality per.dollar or rent thM higher­

income residents, and non-white get less than whites. 

2 

a. In Houston, aoi of lcr~-income families poying $40 to $60 per month 

rent lived.in deteriorating or dilapidated units, as co:nparcd to 

only 21i of families with incomes of $3,000 to $6,000 pcy-in3 the 

same rents. Similar findinzr. (but less extreme) were made in all 

/ cities recently studied. 

b. In ChiCD.60, whites and non-whites both _pnid a medin.."l rent of $88 

per month :i.n 1960, but the median unit for non-whitea ,,as sme.llcr 

and more crowded, Md 30. n or all non-white occup:te:d uni tr, ,,c:rc 

deterio1·atinc or dilnpidntcd, ns co:i,pr:rcd with 11.Gi of all ·whitc:­

occupied units. 

4. Absentee o,mcrship ~s higher in sluro. arens thnn in non-clu.~ crcc,:; for 

compnro.ble typ.as of property. JJo-.-:ever, this could be n ~l~ or slw.1 

condition3 (for exn.'11ple, mnny people wct•.lthy cnClu3h to be o·.:ncrr, mtJ;J 

not want to live in slum:;) rnthcr tho.n r.. ~~~ or them. 

5. Rcsldentr. or pove1·ty 11rcns cmd rncitl chctto:. consi~cr C>l1tnin1n;;; ciC::ccnt 

housinc to be on~ or thc>ii- most sicnlricr.-.nt prol:,lcm:;. Yet they oftr:n 

feel fru:;trnted by their tlppnrcnt inr!bility to ir.11,rovc their houdn~ 

conditions throueh their Oi-n> nction. 103 
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a. Most socia,. vorl:ers end other observers of slwns bel:i.evc that 

many very lou-income families have a strong desire to o:-m their 

own he-mes. 

3 

6. Vacant apartments in unsupervi~cd buildings arc frequently us~d by 

or become prey to alcholics, juvenile gnnes, orgonizcd vnndolr., 

criminals, and other undesirable pernons. They strip the vacont 

apartments, set fires end enaagc in other behavior which jeopardizes 

remaining tenllllts in these buildincs nnd reduces the safety and 

desirability ~r the entire neiehborhood. 

II. Objectives of Pror~1ns Encourt',ein~ Hom3 O;-mershi.p 

1. 

2. 

Providine u.ore persons living in slums vlth an opportunity ot shcpinc 

their own destiny regarding the nature nnd condition or their housine. 

This would help them (a) develop n stnke in society, (b) derive 

significont benefits i'r0!4 covernmcntal end othc1· im:titutionn they 

now regard lTith suspicion or hostility, (c) learn hru to u,ru~c good ur.e 

of such institutions, nnd (d) increa.:;c the reclines or cclf-c.ctt:le:m, 

pride, Md adcquo.cy which are so battered by life in slum arco.s. 

Improvine the qu::.li ty or bou.:.in3 occu1-,icd by clum clwcllcrs, ~.nd the 

quality they receive per dollt1r or CX]?•incliturc on hou:.inc;. 

3. Provicline c. grctttcr incentive fo"L" slw,1 d~rclle:r.~ to bet t~r m~int:dn th!! 

property they live i.n, nnd to ccncrnll.y improve their o~m livC'!r.. 

Ii. Shittin~ from absentee to resident la'lclloi·ds so ns to irr,provc l.r.ndl or(l­

tenent rela·Uons and provid~ on-the-spot supcrvis5.on nnd prot~cticn 

for vacimt rentfll uni ts. 
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5. Providing easier nnd more widely ecccssibl~ means for so~~ slum 

femilies to "esct>.pc" from slu.,1 areas by buying ho:.;:!s in non-slUJ!\ 

and non-ehetto areas which arc nearer to new sources of jobs and 

bo.ve bettci•-quall ty environments and covc:rnrncnt services. 

III. Constrll:lnts Under Which Any Proer~r.:s ~ould Op:.:~£ 

1. Programs encoure.gi.ng home o;mcrship amone person::; no·,1 li vin3 in slum: 

should involve two major fnccts: iri1proving hou:1in3 condi tionr. nnd 

household morale in slum nrcaG, end helping hou~ehold:; no;-r livin3 

in those oreas move to better ncic;hborhoods. Neither or these 

facets should be neglected. 

a. Those parts or any pro~ri11,1 concerned with slum areas themselves 

should be llnkcd_ 11itb rehabilitation of hour.:S.ne in such ai·ct\S. 

b. Those parts of any proernm concerned with helping people reovc 

out of slums need not be linked with rchabilit,1.tion. 

2. HO!l'.;;!-o,mcrship-cncourc.13ing pro3r£1r:.s should be t1·icd ancl developed 

only iri tl1ree type& of nrcos: 

a. Slum ll.rcc.s vh~re the entire cnvironm~ut i& bcin3 uperc.<1ed 

throu~h other proernms, such 0$ improved covcrn:r.cnt t.crvicc:-:, 

better scl1ools, intcn:::ivc :::ocic.l wol·k, etc. Owncr:;hill c.lo~1c 

is not o. pt'lnncea £111tJ cnnnot cope with nll the dcp;-c~;dvc 

fnctors in slums. Jicncc sh11n O\•,ncrr.h:i.1> 1>roira?,·,:: :::hbu1d be: 

tied in ·with J-!cxlP.l Ci tier. Proc:re.:ns. 

b. Older but wcll-csto.blisk:d Ctnd r,tnhlc nclehbo1·hoodz c;<:twrD-lly 

in good ph:,-:;icvl condition nnd suppl::i.c-cl wl-ch eoo<l.-q_ur.li ty 

governm~nt services. In such arc~i;, pro,:rnm:; could ·tic both 

4 
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linked with rehabilitation of the fe;,: run-do::n structurei: 
. 

present, or carried out uith housinz already in eood con-

dition. The units involYed would be occupied by eHhcr ne~, 

owners movini; in f1•om slum areas, or prczent renters in the 

neiBhborhood cu::suminr; ownership. 

c. Newer n;1d outlyine r.nd suburbM neighborhoods in excellent con­

ditio:i and supplied with eood.-quaUty covcrnrr,·::11t services. lforc 

slum dwellers would assume o".fficrship of housinc nlrenc1y in good 

condition. 

3. Pro~rruns encou.rnsing ·horc.e o·.mcrship by clum dwellers must not lrorl~ to 

their dir.ndvc.nt~ge. These pro3rmns should neither cnusc such house­

holds to invest in prop~rty likely to dcpreci<1.te rnpidly in vo.luc, nor 

"lock theru into the slums" end bloc~ their chonce to rr.ovc into b!:!tter 

neighborhoods. Thcrcfo1·e: 

a. Such probrnrns should not be undcrtnkcn i.n tlu:-ri orcr.n ,,h~rc ccm-

ditions nre so bact thnt most of the <lwclliner. ,.•ill eventually be 

dctlolishcd and 1·cpll\ced. 

b. Such p~·o.;rr.ms should not b~ undertaken in t)JlY slrnn r..reDs unlcsH 

"all-out" cnviron::,,:mt-iir:ri:·ovin::; prozro.ins m.·c nlso curr(;ntly uncJ.e;r-

wey. 

c. Such pro~rnJ:1!1 should cmuc►:1y n ''tr.1:c-out" fcnturc. It "~ul.cl e:ori:;i :;t 

of a. gu~rvntce by SO!iie p\:blic tge:ncy to buy th<: u:ii t bncl: fro ,1 i tr. 

new o;mcrs wlthi:1 n ccrtdn tin;~ period r.t no los::; to th~~m :in cv.::;: 

they cl•~c'ide (1) they uould ro.thcr J.:OYt! ovt of the slum t:n·ca r.,lto­

gethcr, (2) they ccnnot h:indl-::- th,~ co:-1t5m>.i.n;:; h.u.l.'u.enr. of o-.~nrr:.;llip, 

or (3) they do not ,r.:nt to o::n thi~ propr.-1·ty bc·c:r.,is~ of c<.,ntinuin;,; 

5 
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decline in the qu.ility of th~ ncitihborhoocl l!a a ·whole. 

However, o,merG would be nllc,.1ed to keep ot lcn~t a portion 

of any cnpltol gains resulting from their f:Cllin~ their 

property to other pcr!lcns likely to maintain th-:? prop::rty 

adequately. 

6 

4. O-..mcrr.hlp-cncourazin3 pro3rnrns linked to the rchnbilitation of 

slum properties should rcqulr~ it to cccur before tho!Zc pror:::rtics 

are transfci·rcd to their new owners. The costs of rchabilitatloa 

cnn then be built into the c1cbt !.tructurc of th~r,c properties. 

Such costs con then be subsl.cllzccl through (n) climln,:1tion of t!ny 

required down-poym~nt, (b) ur.c of bclow-mzirkct-lntc:rc:;t rntc lo-'.ln 

funds, (c).pro11ision of rent sub!ildicr. to tenants in rcaldcnt 

.londlord bulldinzn, llnd (d) pro-.•i.r.ion of mm<:rshlp subr;idy p:1y.:,ents 

to new er.mars who Lll"C not lindlordr.,. 

5. In order to r.inkc even the lc.;,1cr.t-lnco~,:::! gro-:Jps cl1~1blc for thc~c 

pro!?,rn,.1s, it wcul<l be dc!;h"t1blc to chnn3.1 puhlic Did rc[;nlatic=-ir. ~o 

that \t.•clfnrc p.:lyi::.:mts for ho,1!;in~ could be r.pplicd :?z_;ain~t clcbt 

service and other c~-mcr~hip co.:.t~ nr. \7cll r:s ncoln~t rent. 

6. Such pro~rnms :;hould not result in tlic rc·,"lpfo~ c,r l.ircc p,:of.it:; b:, 

• absentee o~rncr!; who h~vc refu::;c<l to l;•::c:p t,;_> their p1·or,crtlc;, hut 

who ore 1.·cqulxcd by Lhc::;c pro:.:,r;i:11~ to r.211 thcJ.r Jir<'t-~rtic~ Lo c,:;hcr[io 

7. O.mcn::hip-cncournr;inc prozr.:rn:; for sh';,1 d~-1.:lJ.(!rn rw~t e:~•'.1.>c;~y !;1trd.fk,~nt: 

pre- nnd po:;t-ot,:113r~hip cctm~clin~ zmd fin:1ndnl k:lp n,}ni.ni:::tcrc.d b;: 

m.'.\ int cnnncc, r.nd rclrnbil it:, t J r,n proli lctl'!'. thr:y 107 
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will cncowiter efter ossu;nin3 mmc.rship. 

8. Such prozrc.r.1s 6bould not require either the new o~mers or their 

tenants to raise sienificnntly the propo~tions of their inco~~~ 

they spcncl on hou~ing, since that proportio~ is nlrce.dy hlgh. 

9. Becnuse of the uncertninty conccr11ing the possible succes~ of c,:m~r­

ship-encourozing progr3Jlls, n.'ld the po.rticul~r forms or them which 

will be riost effccti vc, they should be stnrtcd on Em cxo~rirncntnl 

~s. '!'his implies thnt: 

a. Scvernl different formats should be :;tarted simultC1ncc,u:.ly, 

and Ct\ch should be tc:::tcd UllC1cr n v,:,.ricty of conclition1;. 

b. Such procrrJll~ :;hould be stllrtc-d on a re lo.ti ve:ly Slil~l.l scnlc, 

and C>.."1xmdcd to lorecr-scn1c op~ro.tio:-is only ni'tc:r 6omc ex­

perience hns been eaincd r.bout \Thich form::i.t~ ore most effective. 

c. Ell.Ch cxp::.ri1r.~nt shoulcl bo decign~d so thn.t its cffectivcnecr. 

cnn be (l.ccurr,tcly cv~luntcd ulthin (l rclu.t:J.v.::ly r.hm.'t t:i.we. 

The objective:; which shoulcl be ,;ciehtccl 1;1or,l; l,ccvily in 

such cvnluntion should be thozc concC:;1niuz the p1·csrfl.':i.' 6 irr,p2e:t 

upo;1 the individuc.1 hou:.eholcl$ ornl fc.i:tilics involved, rn.th.;-;:..' thr.:.n 

its impact up(l:1 the })h;}•sicnl c-onr111.i(Jn or 11011:-i:inc, o:c the fhcnl 

stv.tu~ of th~ ci tic:; conce:rn~cl. • 

. 
one o:i.· 1:c:.~rc c:i.tie s. 

.., 
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e. Indi vidunl e:-:periments should be inco::po:rnted in the: 1·'.ou.':!l 

Cities P:rogrl'in in m=my ci~scs, since this pro.;;ra.m ha:; been 

created to stimulate end test innovaticnn :i.n coping uith 

slum conditions. 

10. Progrmns encoura3inc; home c·,mcrshi:p cmong olum dweller:; should 

not be cvalu~tcd in tcrw; of their effcctivcne:;s nt savin~ monE:y 

in relation to other housing pror;rr.ms (such as urbon rcnewnl or 

public housing). They will probably cost no less tho.n such other 

programs, nnd pcrh~ps more. Dut they cnn be evo.luotcd in tcr;:1:: 

. 
of their effectiveness et sr1ving r.ioney in the lone run by reducin3 

the costs of other pro3rrnns aimed at cop5.nG with the ir.tpnct:: of 

slum ercc.s upon individuo.ls. Exo.mples nr~ -welfore p:ro_zr['.ms, police 

action, ru1d nnti-delinquency. proerams. 

ll. Otmership-cncournglng progrnrnc can be best und~rtr.ke:n when nonial 

rnarkc·t; forces D.l"c bringfoe; nbout a rapid cx_p.:,.nr.ion in th-:? tote.l 

su1,ply of housing through extensive co:1structio:1 of nc"r1 multi­

family nncl sin~le-fc.mily hOi:ics. Otherwise the ndditionnl dcr.,:m<l 

for housing ccnc·ratcd micht r.iniply oee;rnvde nny cxlctinG thorte::;cs 

and drive \\p :price:; r.nd rent::, rnthe1· thrn:1 jncrcc.r.:i.ng thr: :-w1r1,J.y 

availnble to lo~r-inco:nc fnmilicn. Thi:; r.iC:ti.nr. such r,roer.:n:,~ will 

fw1ction best uhcn intcrer.t rntcs v.re n::lcltivcly J.c.,:-r r£i.thC;r th~1i 

in a "ticht r.1oncy11 cliw!te. 

8 
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l. A proJrrun to locate slum dwcllcr3 ncr.-, renting in o.bscnte~-o,mcd 

buildings who might beco:r.i? succc:.sful resident ln.ndJ.ordn, to 

find buildin~s e.pproprintc for coavcrsi.on fro~,1 absentee- to 

residcrit-landlordship, ond to n3sist the persons found to 

assume ownership of thoze buildin3s. 

a. The progra:o would involve full ::;ubsidies for down pcy-;r,(:f1ts 

where required, nnd would finl'.ncc on-eoinc operating 

expenses n.nd d.ebt (m1ci::ttizatioi:l out of 1·ents. 

b. Costs of any rehnbilitation ncccssnry to bring the build.inc;s 

up to the conformity with relcv~nt codes would be cn;pito..lizcd 

into the debt structure. 

c. Belcw-mi.rkct-intercst-rc.te loam~ would be ur.cd to finr-..nce 

purchase. 

d. It ,-rould concc:ntrntc upon build:i.nz::; nCY.i in !)Dor concliticmJ but 

still c<11>nblc of cntisi'nctory 1·ch~biliti•.tio'.1 w:i.thout cnorw;,u~ 

costs. The:-se builcliuc;s could l)c ncquirec1 fro•a th~ir nb:;cntc-:-: 

o~mers thronch a "ogu~czc-out" :vrocr;::;3 of co1c (;nforccv. 1::nt 

with minirJum public invc~trr:~nt. 

e. This prcirum would be r.pplicd on1y in "r:d nir.n11:1-:::iv::u piece~." 

Ench uould involve n cert.nin r.uni1:m:.1 mJr:.:.>cr or bu:i.J dir,sr, 

locutccl clore. to.;cthcr in o. 61111:,J.c blo::}~ er l'. f~:1 o.tljt.c,:nt 

bloc;;s. The nn:-:1bcr of U.'1i tr. l-iOulcl be of ~ufficic:nt 

"critic,\l rr..o.r.:::" to nffcc:t tJ1c cntil·c c:w.i.rc--iJ.f..cnt of 
... 

9 
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the blccl, or bloct:s involvi.!<l. Mo1·ccNcr, cnc}1 such "crS tlcnl--

11l!lss-si ,:cd piece" would b~ .EE,~:;s,~~--~.!:~.!!!'~~~£~"1.J'. .. .£.~~ . .':'?_.!! 

whole by the t0\·crr.::1cnt nz~rscy h.incll in~ the p::oirc:,,, rc1Lhcr 

than one builditt3 at a tin:·:;?• 

f. · The· families i;cek!n3 to bccc:TI~ rc""'!dcmt londlo::ds under th~s 

progrl:m would not hove to remain in the :.peel fie buildints 

they no:,, occupy, but ~hould b:? ellcr.-1oct to nssl,nie 0:,1.1(:rship 

in the nclchbo1·hocd!: wh-:?re they uo:1 rc:d.dc. 

&• In Cl\S(?S where 1·ccovering th~ cC1st of rchabil itot;io:, required 

rents in cxccs5 of the obility to p.:y of locnl lo,1-incorr,~ 

houscholdr. 11 reat su_bsiclicn wo-..sld be linl~cd into the o~r.\cr~hi P·· 

cncournr,c~ent. pro:;rDm. TI1c cc--mbin~cl cf feet uculd (J.) prcvlcl~ 

rchnhilitntcd ,1r,its for lc-H-incc:mc renter~ l!nd (2) nJ.lc-,, ~~C:i:~ 

low-inco;;1e fcmilics to bcco;r:.:? rc'.sldcnt l,mdlonfa in thc:.c 

rehabilitated bttildinr,~. 

h. The }lJ:CJrcm r.hould b~ nm by lo~~nlly of Occd oq;r!1l:~~U.o;·,~: 

op~rat in~ under the j1.•d scH. ct le:. of the Seer., tr,ry of II cu:. ii~~ 

iinJ Urb.:-m Do\·cloi:,;1:,:!nt. 

(1) Dccm1r.o th~ bc.r,lc vbjcct?,v~ of thi~ i-,rc~r.c,,,1 ,,vuld be 

n.ch~nec in the r,ccinl cc:1clitica~; ti:1d ri:'.~r~t~l r.tUt1.•ck;. 

of r.k:·,\ ch•:~llcrz, lt wc:·:;:cl ba clr.~-in:lilc fo .. • p:dr•i;:y 

1·cnpon:::JhS.litr to l"l':::t in zc:: .. ~ c,0.-.~ncy oth~,: th{:n nu, .. 

This uci!ld ullo·., 1111\ to ,~,.!Vd.i\ it:~ k::.-:ic "prlitk,1t: 

10 
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objectives of this pro~rnm, \ihich vnry from "prudent 

inve:str.:cnt." As lonz l\s this p1·o~r.:1m is rr.uch ti::~ller 

thnn FltA•s other ~ctivitics (l\nd it D.1.r.t be at lcar,t 

to starl:), it would be difficult for FllA to tcn~ratc 

the necessary enthusiasm and outlook to cnco-Jrr.r,c the 

high-risk and frankly cxpcrir.?~ntnl operations essential 

to success. For example, FllA will not insure a hc1Jsln3 

unlt if its totnl v.iluc Ss raore than three times the 

annual income of the O~•mcr. Thh: would ciiminntc r.o:;t 

of the potential owners thc!;c pr0Jn11ns seek to reach. 

(2) The Secretory shc,uld set gcnc1·nl stnnc.lr,rcls of pe:rformr,ncc 

and evaluation for the pro~rnm. llo:-1aver, he should be 

free to crc.:1tc a Vi!dcty of spcci fie crccnbat loanl 

ar:rnn[;Crr.:!nts with local troups to op~rotc the pro~1:r.;n 

in different m~tropollt~n nrcos. Exaffi~lcs ~re no~-proflt 

(3) Each such ore:aui~[\tlon shc-.ild op~rntc locnl n~ichborhncd 

rcnpcaDibllitics, (b) ccun~clin~ o~ ru~lntcnnncc an1 

1 
~ ,.., 
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2. A similar pro3r~:11 to h~lp rcnt(•rs in slum cre:as tn!~{! ove,~ o~mcrr;ltip 

of individu:\l units in n1ulti-famlly bu1ldin~s on a condm,iniu .. 1 er 

cooperative ownership basis. 

a. This prozrani would hc.vc all of the nttributcz of the first 

12 

program described above except the use of rent subzidics (pert e). 

b. If the inco.-n.?s of the potcntinl own::?rs w~re not suff iclcnt to 

pay the carryinz costs of ownership, then £n additionnl 

continuine subsidy could be u~cd. This subsidy uould be 

considered the cquivnlent of thi:? lr.tcrc5t :ind procrty-ta:c 

deduction subsiciy enjoyed by mlddJ.e .. incc-.:n-:? 11nd \1ppcr-incc,ci 

hou~cholds. Since low-inco~n~ hcu5~hold5 do not hnvc enough 

tncoai:'.! to benefit frc:it !;uch dcductio;1s, they \lculd Lo give:n 

direct c11:;h cquiv~lcnts. The hi:)wr the incc:i:~, the lo·.;cr th~ 

equh•olcnt; the lnrger. the household, the hither the cquivde:nt 

oth~r things bcir.z equal. 

Another proircm to help renter~ of sinclc-fr.mil.y c!\·T~lHn~:J in sh:.in 

arcc.s (lil~c Watts) tnl.c over o:•m~rr.:hip or thclr ch,:clJ.i\,~s er of (lth~r 

siti1ll.1r sk~lc· fo:nHy ducllin:;s nca,:by. Thi!; procr<'m uc:.ilcl al~.o hr.vc 

all of the attribute:; of the firct pro~rnr,1 dc:;crlhcd nbovc except the 

use of rent suhsiclic~. It ,-:culcJ tnnkc \ts~ of ince,.,·:;wtax .. dc.:ducti.0.1.-
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4. A fourth proz1;."1;n designed to cncc,\,rar;~ shci dwelle:rs to r.1·:.·vc into 

non .. slum ere~~ by bu1·it·;z sln~lc-fo7:lil)' or t,:o-fo:-ai!Y buildir,:s 1 er 

, lncllvitluol \mXts in c~1adomlnh~r.i buildinzs, in ~uch arc~s. 

e. This prozi-c.m would involve full r.ubsid1c$ fo~ dc.~n?r1yrr:~.:1ts 

\.'here rcqu!rcd. 

b. It wculd be focu~scd upon buildin:;s nlrcl\dy in ntanclnrd 

conditlo.l and therefore nccdinr, very little rchnbilitl'ltion. 

c. It ~culd involve indivic!unl bl,Hdin.::;n sct'.lttcred thrO\.t~hout 

neithhorhoods con:;l\lnln~ ~oclo-ccono:ntc level!. nboi/c the slu::i 

area~, bi.It not as hi~h t1s u~p:::r-ulddlc .. fncc,.Y.? cl.·cas. llc/.JC.vcr, 

the co~,Jcr::iiniu:,, part:3 or the prc.ira~ UC°J~tld involve entire 

bulldin~s opratcd under the proir.:!m. 

d. It would incorporotc th~ ospccts of the Ur~t pro~rvm dcGcrib~cl 

above r;ct forth lt_1 parao:uph~ I\', l, f-t~ .. h. It uculc.1 r.lr.o 

incorporate the ccmtim1i113 subsidy b.:.r.ccl upon incc-r:.1-t~:-:­

dcductic:, cqtiivalcnts dcscdbcd in p~rn~rnph "IV, 2,b n1:i:,ve. 

13 

c. The orc.:ni;:ntion opcratin~ this prc::r.:.;.1 f:ho,1lcl bav~ " 11!':!tropoliton­

llrcc-wictc ju1.•fodiction r::thc1· th0n ccvcrin~ c,:ily th0. c-::nt1· •. 1 city 

therein. In foct, it sho.,ld cr,!!)h~:, 1 ze pl£lCCi:1:·,1t of (01.·,:-.-:t" r. h:;.; 

should be the s::r,:::? El~, or cJ.o~cly llnL:!<l to• u:1~t:e:vt:r c':~r.nb~:,t.f<. ::. 

acfo1init:te:r~; th~ c.,the:>: p1.·o:~1:r.1)3 clr:!.:crik·cl r.tic.-.·c. 

f • The c~:cct lo~nt ic•:11; of 'tl:~ hci.1!;!.l!; r.clr.ctcd f0r l'.::: .~ J,n tLis p,:c,~:cr.::,1 

should b('? l:.:ir.cd upon th~: fo!lc:1in~ cc111~;1<.l~•}:~ticas: 



lh 

(1) 

(2) 

The hou~in~ units selected should b~ in sound ncit;!1bo::~-.c,cds 

but should not be fnr b~yond the cco;10:nic capablliti~s of 

the bouscholclG rac.vins out. of the sl\lt:.'3, Hence th~se 

households ntlt;ht be c:-:p~cted to nsst.•:11:? full c.-.-mcrship 

without a continuing &nbsidy after a c~rtain period, 

There should be a mixture of Nccro and ,1hite hc,u5choldr. 
' 

involved, Son:~ of the slum movc-outi; £hould result in 

relocation of t:cn1:o f,,milics in prcv!.C"J!.:ly all-~;hitc or 

in previously white ~l'CDS, 

(3) . In no cnscs should the ho'.l::;cholds mo·rcd out of slum~ ur.1cr 

this prC\zrom be concentrated to~cthcr in the r.c:ccivir.~ 

nclr;hbod1ood5 to r.uch en extent o:; to b::?cc:7::~ a c!c:alnr,nl: 

group hl cny given block or clcr::~ntal·y zchool c15.~trict. 

(t•) lf pos:.;lhlc, the ncizhborho~dr. chc:.cu shculd b~ clcco to 

the type of: joln; posr.~!;~Cd by the fontHics r..ovin~ c,,it of 

115 
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g. This pro3:,:c.rn wculd not involve the cre.?tion of resident -
landlords (except in tw~-unit bu1ldin3~) by eli:..imtie,.i of 

absentee fondloru:;hip. 

h. It micht be dosh·nble to linl; this pro3rn:11 with the oth~r 

programs cncoura~in~ o·,mcrship of buildincs in slu:ns by slum• 

dwellers. This CO'..tld be done thr0\1~h s0..12 type of fon:-:ula 

which would require pro-lision of a certain nur..ber of "sluro­

escApe" units for coch set of "~lu=1~-rcnc;--1atio,1'' units lm 1olv<;;d. 

5. All of the above proirc1ms shoi.11.d be linl-:~d to n number of oth-::r fcde: .. ·al 

programs or policies nir.icd at rcduci113 the impnct of ethnic diccrlininatio:, 

areas readily r.vall_ablc to minority grcup:. \shich tc,id5 to rllisc prir;{!~ 

therein. This r.?akcs it h:irdcr for residents to o-... -n their c~i1i hc..~s, 

and reduces th~ incentive of ttt,r.t?ntcc lt.111dlor.\~S to imp:,:crvc dc:tcrio,=.'.\tinz 

m1&ht be: 

a. Rcqulrc:n~nt th~t nny C:wcllin3 units fh1::mccd with r.:101.·t~nr;c:; 

forn1shccl by in::til:\\ticas !ittppo;:tc:d by frdcr~1l l'~cnci<'3 (r.uc?1 '"~ 

banks ~nd savinis 11nd loan ti:;:;ocl<ltio:i:-:) be cold or rc11t~rJ on r. 

b. Ct·cation of public horn,in3 oa v.:-1c::nt le.net, p.:trlicul~dy in 

thnn 100 rcrccnt Negro. 

llG 
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· c. Subsidization of privntc gro,tps dc::;i~11~d to help N~~ro 

households mtN~ into pre:viol!.;;ly nll .. ~;hi te. nciehborhovJs in 

Sl1burb::i and pcdphcrnl nciehbol·hoods in ccntrtil citic:;. 

(/\n cxnr.1plc ls the troup of this typ~ in Hart.ford, Cc,m·:!cticut). 

Such sub~idy could ccas:\st of grc1ntin3 of tax e>:~r.ipllon:;, or 

nllowing the sala of tnx-cxcmpt. f:ccurit lcs, os well as 

prov ls ion of z1·zmts to co·1cr CL'lpi tnl or op~rut in3 co::ts. 

1. Daste a£su:.1ptions unclcrlyinc these cc:.t c:;tk1~1tc~ nrc dc1:lvcd frc:-:1 fllA 

experience end census d~ta. They nre as follc11s: 

o. The total co5t of acqulrin3 and rchcbllitntin3 cith~r sinclc­

ft1m1l)• Ol" r,:illti.-fomily hc,us1nt; will b:: $12,500 per unit. 

c. llcr.,schold lncc.,,~r, h,,;,c 1·lscn llbout 25'/~ !;in.cc 1959, ,h-::n th~ 

vho cm:n.:?d lc~.s th,m $6,000 p~r ycc1r u.nr. ns follo:;.s: 

Under $2.000 51.97. 

$2,000 - $2,999 17. ?.7. 

$3,000 .. $3,999 13.57. 

$t.,ooo - $'•, 999 10.3% 

$5,000 - $5,999 7.1% 

l'otnl 100.0% 117 
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d. The pr()por.r:cl pi·o~1.·m11:; \.1111 o:tc-nd ll!':!.!t:tu,ce; to m::;'.:\•crs o( 

all th~sc lnco:uc iroup3 proportlo~nt(!ly. H~nce c.:tlculatl c,ns 

about the totlll subsid)' required co.n be b:u:cd upo:l the 

welthtcd ovcr~ce 1965 incc~ac of the entire crc;up, \lhich is 

$2,840 p~r year (nssu:ninz that hou.c;chold lncor.:r:s rcm.1ining 

below $2,000 in 1965 increased somci;h.1t mor£~ thnn 25% frm1 

1959 to 1965). 

e. Hour.cholds cnn devote 25i. of their incor;;~:; to housi nz. Thi5 

amounts to a wcinhted averegc of $59.16 per month for the 

entin~ group involved. 

£. All costs of acquisition ttnd rchnbllitatic,n will be incorr,on,tcd 

into the total initial lonn c,nd nmortize:d cNer e 30-ycar period 

on n no-do.m--pnyrncnt b,,sl::. 

g. Multi .. fcrnily procr~n,:.; \1111 ut:llizc 12-unit b~tllclh1~5 Dnd 

provide no explicit t11low.tncc for c,0,;ncr profits. 

2~ These El!;St1i:lptlon~ lead to th0 folloidn~ conclu:;ic-n~:: 

a. 'l'hc annual rate of dlrt::ct. sul>::,idy pet· tmit, 11ot cc,•rnth1c 

odminlst:retivc cost!; oi· los~;e:~ of intcn"?r;t £rw, l:,~le,,,7 •. rr;;-,rl:ct 

rates, uould be $50l1 for ~ sintlc .. fr.i-.1ily pn,;:n:11 llaC.: $~r6 

for n 1;;1.1lti-•for'lily protr.-,r.1 l\l tt 3'l. intc,l."c:;t r.lte. Hc1·.cc cHrc.ct 

sul>si<lic:t; per unit ore very .slmilc1r fc,_;: the t,.•o prr,2,rr:;:1::. 

b. Direct t,ub!;icly CC'::t~ v.rc very !:cm·.5t:J.vc to ch.:,ntC!" in inu,;e:~t 

rate. For. n sinelc--fo,iilly p1.·og1:.'.\r.1, the vndt.tic,n is frc:.1 $772 

per unit p~r yc.::r).· .it 67. to $50!1 E\t J'l. M:rl $2f.e .:'.t r.<·ro inure::.:t. 

HOi•:cv~i·, if los~:c!; in lntc,rc~t fl.c cm1ntccl ..r; coc.tc, lid:; 

~cnsitivity drops to zero. 
.118 



c. Direct subnidy co~ts arc nlto very sca;ltivc tG chnnec~ in 

the income-composition of the zroup3 served. Excludin~ 

fa:nllics with incor;i~s belo:·1 $2,000 raises· th::i m!iehtcd 

average tir:iount availn~lc per r,1onth for hcusi n:; frc::1 $59.16 

to $94.88. This reduces the annual sinelc-fr:1'!'l1ly subsitly 

at 37. interest from $504 per u,:1it to $75 -- a drop of 857 •• 

Ha.Jevcr, it olso cxch1des 52% of the households with 1959 

inco:r.~!; under $6,000 living in !;Ubstnn<lnrd hou:,1nt. 
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d. Total cosf.:s ilt verlous r;cl.\lcs of opt:?rt,tlon (cxcludini 

ad111lnlstrat1on) arc sirnilm: for both sh,r,tc .. fm:11ly end r:-.:..iltl­

fomily prot1·ams. Hence they cnn both be illustrated by the 

interest rate: 

Annu:ll Direct 
Nun:bcr of SubGidy Ch~r~cs 
llougi!!~~~ .{_~illio~sL 

5,000 

10,000 

25,000 

50,000 

$ 2.520 

12.600 

25.200 

Ann\l~l Interest Loss Rc:quircd ll11tic1l L~t;n 

Co:npnrcd to 67. Fund Allotr.tlc:1!; 
____ (~!!.!J.~t- __ (t~.~!lic:~} __ 

$ 

13.400 

62.5 

125.0 

312.5 

625.0 

119 
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e. Th~ cbovc table is based upon proporticn~l p~rticir~tion by 

all 1959 in~c~~ zrou~$ under $6,000 por ycor. Voriotion~ 

in total co~ts ot t'n~se scnlcs rcsultinz frc:,1 chan~cs in 

interest rates or incc~c-z1.·oup cc:nposition c11n b:? rc:.1::;hly 

estimated from points (b) and (c) above. 

The sitniflcancc of the scale of hcme .. ci:-n~1·ship proir!lms dep~r.d:.. 

upon the totAl m,n-~er of slum families livint in cubstnndti.rd hc:.1:.in3 

who would lil;e to becc-rr.z o~-mcrs. 

a. In 1%0, there \·1ere 9. 7 mlllio.1 renter houccholcl!i 11vin~ in 

central cities. Abc,ut 1,618,000 (16.67.) lived in ~uu:;tmvfard 

units; 1,149,000 of these hnd lncc,:-;:~s under $'•,000. Of cc,1rsc, 

nowhere ncm.· l\ll of thc:.c hou~cholds uir.h to bccc:-.~<:? own".?rn. 

b. Th~rc ":ere actually more renter hct\~~c·110ld~ 11\ substnnd:ird 

units ~19.£ ccmtcrnl cities tl:nn !~ tl1cm in l~GO: 

2,581,0CO v:;. 1,618,000. About 671,000 of these hc,·.1~~-!10lc1s nrc: 

locotcd in the urban fr,.n~~s of 1actropoU.ton • m.·cnr.. the:!;c 

ho-.i~:cltolds ~hould p~l.-h:tp!. 1v:t be co:,~iclcrr.cl l\!; "~lt;;·,1 rcr.id-::nt~. 11 

c. Bnscct l:pon th.? nbc;~c ficm:cs, cxp~,·11.-~ntnl J>HlLl.",,;;s::; l1t wn:i<>t.1£ 

scr.lcr. uo:.1ld rcnch the folJ.c:~lnc propos.tion~ or nJ.l C(!ntnil-­

city lwu!::C:hclds with incc,;r.~s un(lc1.· $'•,000 in 19GO Hvln~ in 

subr.t:t1ndnrcl ttnits: 

5,00() t~,\i t.s -- lcr,~ than 1 of 1:1. 

10,000 l-\nt t:.; lc!.s thnn 17. 

25,000 llnits ks:. th:,n 2~% 

120 
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4. The co.:;t of ho1:c-o;m~r5hlp prozt-.,rns 1£ similnr to th~t of rent 

supplement .pro3rc1ms, co:.mtln~ only direct ~ub.'..ldJ p.:l:,rnents. 

will r.vcra3c about $600 p~r unit per y<!r.r, n~ co;;:ip.nc-:1 to $504 

per unit pt\r year for slnzlc-fc.~,11ly hc;-;i::? cmnornhip c.t 3% intcr~st. 

However, if interest lojscs. dua to bek:-1-r.1.:n:kct rates are cclint.cd, 

th:?n &nothcr $263 p~r unit per year r,:u~t b~ lidded (if the ma1·t~et 

rate is con:.idcrc:d to be 6%). Thh, in~re.t!;c:; the per unit pc1: year 

.cost of the hcm'c .. o,mcrr.hip p~o~rcr.i to about 297. ll.bvvc that for the 

r<.nt supplcm~nt proi1·nm, exch1din3 n,k1t.nlr,tx:c:i t ivc co~t:s frc,-:i both. 

a v~ry lon3 tlme to buHd up :my slenlfic,:rnt equity. Thcr.cfo,~c. 

they mi~hl: bcco.,ii? dislllt151N1cd by the sm:ill rc:Jllr.c:l for thdr g1'•.:?.:it 

n. Assu:ninc no ch:in3c in rcnt.11 vah1c!l Gn-l no depr,.:cintlc,, in 

buildin!:; ·vake, th!? equity built up u1~1.l<:r 100%, )Q .. ycu1· 

fintmcJ.n~ !or o $12,500 prope!rty ,-:c-uld be-! en follo.,s: 

5 

10 

15 

20 

At 31. lnt~::~r;t ..,._ -~ -- ..... .;·•~··-··---

$1,387 

2,993 

,\ t 67. I 11 i:C >~,'.:;I: -- .. -· .... _. ,. ______ -•-· .... 

$ 872 

3,635 

5,775 
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b. llcwe~ei·, cnch builc:in~ ~J}' depreciate in v~li.,c, encl ttc rent 

c • 

d. 

ltpon cquJ. ty, but: th2 build i o~ cotnp:-1 sc~ n:uch r.i~rc of th~ 

total co~t thaa the land. Th~ rc~ulting net dcprec!ntion 

vould fu:-thcr reduce equity build-up. 

A:;su:11:? the land is inltinlly "1orth $2,000 p~r unit, nnd 

doubles in valuo over 30 yc.irs, but the bui_ldinc dcclin2::; in 

vcluc 797.. Then at the end c-f 30 ycnrs the total prc,pcrty 

wc-Jld be worth c>:~ctly half its initial cost. Net equity 

bul ld-up t:ould be: 

At 37.. Int~r•::~t At (,7, lr.t:-,_1~c~t -·------- ---•~--··-·•··.._--

5 

10 

15 

20 

1'his type 

$ 345 

915 

2,875 

of 01.1tc(,.r.::? wl 11 bi:? avuhkd only if the fond 

$ -176 

-35 

510 

1,600 

appn~ciDti:?s VCl:y r.hnrply over 30 yc~r.~;., Clr cont5.m.:~cl r.hu·tr.~e;s 

of ai;lcqu,-.tc low-inco:·nc hu1r.in3 pre.vent bt11ldin~ clcprcc! . .-,tion, 
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e. 1'he above stat istlcs nmst be vie:v1ed. in li8ht pf two cn.icid 

facts: 

(1) E·v-zn the:;c £.:mll cqultlc~ rcprc~~•::i1t. :.ir,nifict.nt 

impi·ovcm:mts fo:r: lcw .. lnco·,:··~ fr,.nilic~ c;.,cr ,-:hat they 

would receive frcm p~yin3 1.·ent. 

(2) Host homc-o\·:nlnc houncholdn ln all lncc-:ne groupa treated 

··., arc spcndin3 for cr;mcrshlp prim~u.·i ly a!. £..'l~~2.!~!9.•} 

rath~r thon ~~-r!~• Co:1scqucatly, th~y do not J!l<ll:e 

purcha:;e dcch;iorn, mnlnly on the \;~:-;is of cqui ty bui l<l•l~p 

co:1:.idcrotio:1s, h'ut ere &ltnificc,ntly lnflue;ncecl by nc:t•· 

ecoao::iic fnctors uh!ch would oleo r~pply to lcw~inco:::~ 

ho-a~cbolds. 

2. Mnny lo·;.;-incc;-:-.? fr.milk:-; lllck the nttrib·,,tc::; n~cc=-::--~n.-y for t;\t~cc~~rul 

otm~r:.hip. They do not 1.·cr;tn!n in c:1c plncc h•,!:_; cn~u~h, th-~lr 

inco~:1cs a1·c c,;t-rc.,i~ly irrceul:n.·, onct they v:~.•.1JrJ be u.v:ulc: to r.i.-.l~c th•:! 

occDsio,rnl "lm,,p••Sll'r." e:xpcnditln~c:; r.c-quirc<l of c,,.;r.crr. (such r.:-: buy in~ 

a nc.w forn,1cc) ~ It J.s undoubtccll:, bC'ttcr fo:...· such ho~t!;::!hold:~ to 

rcm3in rcntc1·!: thnn to be folr.cly cncc.:1r:t!;Cd to tnl:c e,a burc.icri:. tl:c:, 

co1u1~t s~pp0rt in the lcnz rcn. 

3. . There is r.ot cnou~h cvhlcncc to b~ suri:! tl~nt l\lh,~iitt3 skm red.dent!. 

to b~c..:i:.:~ r,rop:!ri.:)' CMr.1;.cr. wiJ 1 tlctl'~lly imp-co·:~ sk,,1 Uvi:i~ cca::Iitio-'r; 

slcni ficcntJ.y. 
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4. Non-:;hl;n residents r.1:iy object to th~ provl:;icn of o;:n~r~;hip 

subs idle!; to slll:n res idi::ntc on the zrcmds thct thL: zivc:; 

the rl':!c1p1cnt5 lln c.dv.1ntnte dtich they th~i:i.:;clvcs 1,cv.:::r h.::d. 

Hol-X?vcr, this politicnl drmiback cr.n pcrh.1;,~ be co,.rn~.en~d by 

cntph~slziug the si1.c of the e::i!;t in:; tm:-dcductibili ty 

cr.mcrship subsidien received by non-t1lum hou!;choldr.. 

5. These disndvantnr:;cs emphasize the wi!;dom of undcrtal~ing 

23 

et fir:;t -in order to c,:pcrlr.1ent with their potcnti11J. cffcctiv~ne:s::. 

VII. Rcco:r:.:enctcd AckBtlo;1nl Rcsc-,,rch - ------~----·--·----·-~--
1. Some of the concepts llnd quantified cr;t irn1tc!. set forth c,!)ovc 

have been bn5cd upon nclmittcdly inndcqu.ltc unrclinhlc dnt&. 

Thcrl!fo!'c, we reco:n:ncnd thot ndclitic.-:inl rcr.cm:ch be \mcl'Z!rtu!~c.l 

in concept or dc~lfined in detail. 

2. Consequently, rcliliblc infor,.1:.1tic,l r.bcu:: the follc,;inc ~hu1ld 

be ot,t::lncd: 

a. Accurate C$ti~~tcs of totnl op~ratln3 costc for ~ult1-

fcmily housh\1 to b~ dcvclopc<l under cny o,nwrd1ip 

' r.nd not till fo,;ds av.111:-.hlc fo-:: ,1cjt r.crv le.:: nre c.ctl''"lly 

ilppllcd to clcbt sc1-vicc. 
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b. Th~ required llttrH,utc:s of ho;11c 0;1,,cr:, it, slum.5. rro'.:>abJ.y 
. 

they revolve ~1round f;tcndy cr:1plo;,tm::!.1.t, the avail~bil i ty of. 

t1·ack of th•.'.! pror:?rty, rcr.:;o:H,bly c;ocd charnctcr record, etc. 

c. The specific urbnn arc~~ clo.~~lflcd l'r. slum Drcns for purposes 

of these pro{~1·oms, tmd ccrtnin d:1to t1bout them. 

(1) Numh~r of d1-1clling units by tyr:? of £tructurc:: 

small multi-for.illy, lnrcc ro.1lti-fomily, t1nd sin~lc 

fomlly • . 
(2) ~kuu'i>cr of he:uscholds J.ivin3 therein and their m~jor 

lnco:.i~, ethnic, Ztnd fM1ily siz~ chnractcri~tics. 

(3) Coi\cll tion of structm:cs. 

d. The nud>cr of pr!r:--ons or. hon~choldn in th.::!Jc c,r.cr.s ,:1,o h:wc 

the rcquh'cd chnr.:tctcristlcc for e,;mcn:ld.p, nb~olutcly and 

as a pcrccnto&e of the total. 

c. Wny~ in uhich om1cnJ1lp prc..;1.·~i.::; c;m Le tied into c.ver-nll 

of thctto:-; ~o th~t they do not r::~rcJ.y p~rpc~uctc !:h.1!:1::: by 

"locld 1.~ in" the n~,, O'.•mcrs or old b\t Hd J uzr:. 

IJC/i 
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TABLE 1 

Funding Requirements 

(For Unit Cost• $13,000) 

YE AR 

1967 1968 1969 1970 1971 

Units Constructed 
During Year s,ooo 25,000 50,000 50,000 50,000 

Units Completed 5,000 30,000 80,000 130,000 180,000 

Average Units Com-
pleted During Year . 2,500 17,500 55,000 105,000 165,000 

Annual BMIR Mortgage 
Credit ($, millions)'°' 33 167 325 325 325 

Annua 1 FW1A Mortzage 
Credit* 33 167 325 325 325 

Annual Rent S\tpplement 
Funds($, millions)** 
(tenant Incomes $4,000 1.0 7.1 22 43 63 

Annual Rent Supplement 
Funds($, millions)** 
(Tenant Income c $2,000) 1.6 11.5 36 69 108 

• *Based on half the units being finnnccd with B~!II{ 3%-li'Q_yea:r: mortiagcs, 
the other half with 6%-lfO year mortcngcso 

**Based on rent supplements applic.:lblc to the on<.:-half of 
the units that arc financccl at 6%-lfO years. 



TABLE 2 

Annual Rent Supplement in$ Millions, 
After Five Years 

(90,000 units, 6% 40 Year Mortgages) 

Average Unit 

Average Tenant 
Annual Income $9,000 $11,000 

$4,000 23 48 

$3,000 45 70 

$2,000 68 93 

7 

Cost 

$13,000 

73 

95 

118 
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December 5, 1966 

TASK FORCE REPORT ON THE . 

PROPOSED URBAN DEVELOPNENT CORPORATION 

1. INTRODUCTION 

It ls estimated that 20 million people live in 5,000,000 substandard 

and deteriorating slum dwellings throughout America. If housing conditions 

are to be visibly improved ln the short term for any substantial number of 

slum dwellers, rehabilitation will have to play an important role. 

Unfortunately, rehabilitation so far has been a slow and halting 

process, hampered by problems of economic feasibility, the lack of an , 

effecth,e organiza~ional approach with adequate re_sources_, and the absence 

of an industry capable of undertaking large scale rehabilitation with 

maximum efficiency. 

The Task Force believes that the creation of an institution such as 

the proposed Urban Development Corporation would provide an important 

mechanism for overcoming many of the problems that have i nhibi t£,d 

rehabilitation in the past. 

It offers the potential of stimul11ting sienificant tcchnolozical 

and organizational innovations by manufactm·ers, labor, and contractors 

which would reduce costs arrl thus make rehabilitation more feasible 

through private initiative and enterprise. 

The following sections discuss the proposed concept, questions of 

feasibility, the cost implications, and other benefits .and problems. 
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2. CONCEPT 

In·lts proposal for the establishment of an Urban Development 

Corporation,., Hud assertB, "The greatest domestic challenge that faces 

America today ls the need to rehabilitate and rebuild the nation's slum 

neighborhoods and the 5,000,000 substandard and dcterloratine dwellings 

in which 20 million Americans live. The problem exists in large and 

small cities throughout the entire country." The Proposal points out 

that neither government nor industry can do this alone, and proposes a 

nationally based, private, non-profit institution -- UDC -- which has 

access to substantial amounts of FHA insured morteage credit, and the 

ability to offer major inducements to cities, industry, labor, and 

residents of slums. It proposes that UDC be directed at rehabilitation, 

with the objective of rehabil i tatlng 500,000'',~': slum dwell Ing uni ts wl thin 

the next decade. The proposed short tenn goal is rehabilitatine 30,000 

dwelling units during the first two years of its operation. For these 

first two years it ls asserted the UDC will require a reservation of 

$200 million in 22l(d)(3) below market interest rate (BMIR) mortgage 

credit funds, $200 million in FNMA special assistance funds for re:nt 

supplement dwellings, and $9 million in rent supplement funds. In 

addition, $12 million in working capital will be required for the first 

two years of operation which is to be supplied by foundation and corporate 

gr,mts and loans, and HUD demonstration fonds. 

*"A Proposal for a Nationally Based Private Non-Profit Urhc'ln Dcve:lop:ne:nt 
Corporation to Rehabilitate and Replace Subst,mdarcl Urban Slum Owd lint$," 
HUD, November 1966. 

**This is not stated explicitl~ in the proposal, but was gleaned from 
discussions with some of its proponents. 

129 



The kernel of the UDC concept is that the large and 9rderly market 

it provides will produce an efficient, aggressive and technologically 

advanced rehabilitation industry. This new industry will serve the total 

rehabilit.ation market, private as well as public. 

3. FEASIBILITY 

There appear to be four key questions concerning feasibility of this 

proposal: 

• 

• 

• 

• 

Technological 

Social 

Scale of operations required 

Acceptability 

3 

The technological feasibility of massive rehabilitation of many types 

of slum dwellings has been demonstrated. The most striking example is the 

114th Street program in Harlem. There the buildings were largely gutted, 

and attractive, healthy, modern apartments created, one for each of the 

far below-standard units that were scrapped. HUD estimates that there are 

more than 5 million units in the nation's slums that arc structurally sound 

and susceptible to such rehabilitation. 

l'hat many slum neighborhoods have potential to respond to the lmpc.1ct 

of rehabilitation is also strikingly demonstrated by the 114th Street 

experiment. The pride shown by the residents of the rehabil itatc•d units, 

the low level of vandnlism durin~ construction, and the cnthu~iasm of tht: 
. 

neighborhood for the project illustrate this. HUD estimates that 

5 million units suitable for rehabilitation arc located in slum neighbor­

hoods with the potential to respond to the improve:me:nts offered. 
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. 
The minimum effective scale is largely a matter of judgment. 

Experts consulted seem to agree that the scale proposed (30,000 units. 

in the first two years, 50,000 units annually thereafter) is sufficient 

to provide the leverage needed with labor, contractors, the materials 

industry, and city administrations to achieve the lnnovations_desired 

and to visibly affect the quniity of life in the nation's slums. A 

commitment to only the first 30,000 units may be sufficient but on this 

opinions differ. 

HUD has been in contact with industry, labor and city representatives 

and reports that in every case those interviewed were persuaded of the 

merits of the UDC idea. Organized labor's reaction was favorable to the 

·suggestion of a national contract with UDC containing work rules appropriate 

to efficient rehabilitation and providin& for crews which include labor 

from the slum neighborhoods. Builders and developers were plensed with 

the significant role the private sector could play. Manufacturers expressed 

interest in undertaking research and development of products for an~~ 

rchabilitntion market. 

4. COSTS 

In the UDC proposal the average total cost per dwelling units is 

estimated to be $13,000. This is a conservative estimate based on the: 

very limited experience to date. There is reason to believe that UDC 

activity will brine the unit costs down due to economies c,f scnle, 

improved contractor management, increased labor productivity, and to 

technological innovations induced by the new rchnbilltation indu~;try. 
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That there will be cost reduction is highly likely, and that t~is reduction 

will spur private rehabilitation seems probable, but there is no basis fer 

quantitatively estimating the degree of reductiort possible and, in all 

likelihooq, will not be until after a few years of UDC operation. It is 

considered possible that costs could go as low as $9,000 per unit after 

the rehabilitation industry comes into full operation. 

The UDC proposal suggests that the initial 30,000 units be financed 

half with BNIR (Below Market Interest Rate) mortgage credit and half with 

FNMA speci~l assistance funds for rent supplement dwellings. The annual 

rent supplement funds that would be required depends, of course, on the 

average ability to pay. lf the BMIR funded 15,000 units were all rented 

to families with annual incomes over $4,000, the annual rent supplement 

required for the remaininz 1s;ooo units would be between $12.2 mi.llion 

and $19.6 million, depending upon the tenants• income~. 

The mortgage credit and rent supplement funds required for the first 

five years of operation are shown in Table 1, based on the estimated cost 

of $13,000/tmit. The ·average annual tenant incorr.e can be expected to be 

between $2,000 (which was the· 1965 national average income of the 2.5 million 

slum families with incomes below $4,000/year) and $4,000 which is typical 

of incomes in Harlem. 

The con.nitment to future rent supplement pnyrncnts depends, of course, 

on the degree to which costs are reduced by the new rehabilitation industry 

and upon the chances in family income. Table 2 illustrates this. It can 

be seen that unless costs arc reduced to below $9,000/unit or avcra~c 

Ir.comes rise to over $!•,000/ycar, rent supplcmc!nts wi 11 be rcqui red 
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5. ADDITIONAL BENE FITS 

a. Cost Reduction for Private Rehabilitation 

The total market for rehabilitation is far greater than the 

500,000.units proposed for UDC action during the next decade. Even if 

half of the 5 million units presently suitable for rehabilitation arc 

8 

torn do~-n, the private sector market for rehabilitation is 4 times lareer 

than that proposed for UDC over the next decade. Cost reducations 

stimulated by UDC will therefore pay a large dividend in terms of reduced 

economic rent for slum families. This can be considered to multiply by 

5 the ~avings which are reflected in the rehabilitation directly sponsored 

by UDC. 

b. Slum Employment 

Rehabilitation is, and probably will remain, a labor-intensive 

industry. Approximately one-half man year of on-site labor is required 

per rehabilitated unit. If half of this were to be provide,:! by local 

labor, rehabilitation at the rate of 50,000 units per year will dircctly 

employ some 12,COO slum dwellers. Since, presumably, the sa:nc people 

would participate in the private rehabilitation market, the number of 

slum dwellers employed in the new rehabilitation industry might be 50,000 • 

. c. Applic;ition of New Technology to New Construction 

The degree to which technological innovation stimulated by 

rehabilitation will be effective in reducing the cost of new const:rw:.:l:lon 

is uncertniQ.. What is clear is that new products will be used when the::, 

become available mnrkct items, thcrchy improvi nz the· qua 1 i ty if not the 

cost of new con~truction. 
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d. Interaction With Other Programs 

UDC-sponsored rehabilitation activities can strongly reinforce 

other programs. Among these are the Demonstration Cities, home ownership 

for slum dwellers, and neighborhood service centers. 

6. ADDITIO.~AL PRODLEMS 

a. Mortgaee Terms and Economic Life 

The use of 40 year mortgages (and consequently an implied remaining 

economic life of 55 years) has been assumed by HUD. However, it is by no 

rneans clear that rehabilitation can provide either physical or economic 

lifetimes appro3ching this in a substantial fraction (perhaps most) of the 

neighborhoods under consideration. Reduction of the mortgage terms to 

20 yenrs would require an increased annual rent supplement of $330/unit. 

b. Property Acquisitiori 

Limited experience suggests that it is possible to assemble 

properties for rehabilitation, using only the threat of rigid code 

enforcement to keep pri.ces from risine. Altemntcly, or in conjunction, 

condemnation proceedings can be used in Urban Renewal Areas. 

c. Rehabilitation vs. New Housin~ 

While rch.ibilitation has well known social a<lvantaecs over slum 

clcaranc<:>s followed by new com:;truction, it offers far less opportunity 

for cost reduction through technological innovations and raises the 

thorny problem of the wisdom of invest! ng hcnviJy in obi;olesccnt 

properties •. An intriguine proposiil for neighborhood rcdcvelop::1e:nt using 

a mix of rchnbilitation .ind new housing was developed in a workin 0 sessio:1 

on UDC*. UDC's concern with rehnbilit<1tion to the exclusion of new housin3 

*Interim Report: Study of the Feasibility of an Urbnn Dc:vclop:n(:nt 
Corporation 
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could become a block to the kind of federal effort needed to obtain 

cost reduction through major innovations in construction technology and 

project management. 

It has been suggested that the reason the Proposal selected 

rehabilitation rather than a mixed rehabilitation/new housing objective 

for the UDC was the concern that labor in particular (and perhaps the 

construction and materi~ls industries as well) uould strongly oppose the 

UDC unless it clearly restricted its activities to rehabilitation. This 

s a matter of judgment and could very well be co-rrect. It must be note:d, 

however, that acceptance of UDC might be forthccming if these groups 

realize that new construction based on improved c1nd economizing technology 

ls inevitable .and UDC can provide a sympathetic client with which they 

could cooperate to gradually· modernize traditia~~l practices. This is a 

subject that future staff work might illumine. 

d. Effect on Equity Holders 

If the costs of rehabilitation remain h!5h, the Federal government, 

UDC and the cities involved will be predisposed' to use all means at their 

disposal to drive down the costs for acquirinc ~he properties for 

rchabilitlltion. Rigid code enforcement has bee ~l sueeested as th<~ r.1.ijor 

tool for this. It is not clear th.nt a ~clf-avo::'"d policy of liquid;)tine 

the equity holders by code enforcement won't dc·.·clop a fntal back];isb. 

e. Relationships 

The proposed relationships or UOC with the local gove:rm1r,nt, vc1rious 

national groups, and the neighborhood (includiri.& the question of continuin;:_,. 

responsibility for mnintenance and upkeep of th,~ rchabil itated buildinzs) 

are largely und~fined. 
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7 • CO:--lCLUS IO~S 

a.. While very many details of UDC remain to be worked out, it 

appears highly likely that the major objectives will be met if a strong 

Presidential commitment is given. 

b. This is the only practical mechanism that has been found for 

visibly improving the q;.iality of slum housing nationally within the next 

few years. 

c. The minimum effective scale of the UDC is one which can stimulate 

a new industry in the U. S. -- the rehabilitation industry. Without the 

UDC th~s industry will probably not develop. The proposed level of UDC 

effort appears to be the minimum needed if it is to be successful. 

d. The costs in tenns of below market interest rate rnorteaze 

credit and rent supplements amount to a subsidy of a substantial fraction 

or the tota 1 rent. The rent supplements involve a firm long term 

commitment, which is dependent upon future tenant income and hence not 

fully predictable. 
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December 5, 1966 

(The tcisk Force w~s Mked t.~ con::ll.cl~r 1:1:::u~:: _:~ :-;d _pro_po:-~ rair.cd 
at the Attor~'c:V Gcn~ra l's Cc,nfcr(~ncc on ~·cn,,.:r';,:,:' Ri~htr.. Sj.ncc 
tiiis" cC\ufcEcr,cc \:ill n?t be held }l!1til15ec°7'!~-~:~::i.i· 9~---theTesk-l-~ 
bas not yet r~~chcd P?W finri.l co,1clusions or rccc:::r:~nda.tion:.. 
Ho\,·ever, ti;;pro~~s cont~incd in the folJ.<:~7:i.nn; l~port whic:h 
wns prepn.-retl by Dr. Julio.n Jr-vi are under con!::idcr_c_.t_i_o_.i_ .... ) ___ _ 

I 

Archaic landlord-tenant lnw e.nd prnctices, onc:.".c nr.iproprie.tc to a..'1 

agricultural society, must be reformed end n~crnizcd to meet the 

need of indu~trializcd urbl!ll Am~rica. 

Ancient lego.1. doctrine,_ construing n lease r.c ~ convcyt-."'lce of en 

interest in lend rnther thnn an a~rccr.:ent, 1~1::(ls to the boldinz thl'.t 

the oblige.ticn of the tcnr.nt to pay rent is i'r.:::'!.~~pcndent of the dut:r 

of the landlord to repair £Ind maintain the p! ,:·.·.'.isc.;. The :.ole rcl':":::­

dic:; thus availnblc to the tenant to ~ecu:tc: li.i'. r. 1·1c;htf: ::.re 11 rnitcd 

to his vo.cntinc the premises and then clc.irdri:.:; tcr,;:lnntion of the 

leMe or himself rcp:1irinc the premiccs, finr.:·.~cinc the cost rnd th::·r.'.)-

af'tcr cl-~-imillG a set-of.'f ~air.st future rcn~~'.. 

Such limi ta.tions, while onc:cou:-; to nll tc:i~.:-.~~, c1Tc intolcr.:tblc in 

their tlpplic"'.ti,in to _poor p(?oplc. 'i'heir chd.cc or e.ccct.·.:'>1ations 
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often, even ge.in access to the parts of the pre:~ci.ses requ!rinc; repair. 

While states and locnl governrr.~nts, in proper concern for the lives, 

health and safety of all citizens, prescribe r.inimW?l ·standards for 

housinz acco:,;i~odntions, out-dated legal prac't:.;ices th;,rart the poor in 

dil·ect assertion of their rights. 

II 

Reformation of landlord-tcnnnt lnw is a stat.~ Md locnl eovcrnmcnt 

responsibility burdened with consequence to -!the ?rational welfare. 

· While appropriate·solutions reay vary between jurisdictions, certain 

broa:l principles must apply throughout: 

A. State and local enforcement of buildini,; he~lth nnd safety codes 

must be streamlined nnd improved. Admln:~ r.;tr4tivc flexibiHty u,d 

fnct finding roust be :fo::;tercd nnd the pc·.: . :\' of loco.l courts 

strenzthencd. The oblico.tion or co1c ci • .r:ilinnce must be n 11rior 

charge on the property itself ond all r:.r ~: ts the~·cin, rather than 

merely a per:::on~l oblic;o.tion or the o-.,,·n~ . 

B. Compliance· with lm-r must. be a basic pr,:< o-f' every a.c;rccrr.cnt imd 

every ric;ht. Obligntions or lr.ndlord rr: ·i. ten:1nt nHke, as pro­

vided in buildinz, health ruid safety cc- ··.::s, must he construed as 

crcatine inrlr.:pcndcnt ri~hts cnforccr.hlc ·u:r direct lego.1 nction. 

D~terminntion of such issues in the co 1 ;i :~.•c;or.i mu~t be fti.ciHt.:.i.ted. 

C. Publlc :funci.~ IJ\ust not rcwr.r~L illcer.l cc· ~.1.1ct. ~-pproprlr~tc r.::nt 

wlthholcltne proccduren nm~t be dc.:velo_p::-:~. for thi;; \;c:lfr..rc tcn/)r.t. 

2 
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Appropriate actions must be to.ken in tll public acquisitions to 

the end that prices pnid disregard valu~s achieved fro~ inco~e 

derived in property operation contra1·y to r:.1.nimu.'!l ·buildin~, health 

and safety code3. 

************* 

Wllile these re3ponsibilities are local, the Fc-,;ernl Government can &nd 

bas nssistcd: 

1. The esto.blishment of nei.c;hborhood lett?.l centers in slW!l~ by 

the Director of the Office of Economic Opportunity, who are 

making a major effort to help tenont5 r.ccure their rights to 

safe and sa.nitro-y housing. 

2. The convening of a Conference by the J:~torncy General to de­

velop nc,-r procedures to insure that t:.:: rightc of tcno.nts ere 

fully and effectively enforced. 

3. 'l'he nppoi.ntment of a Coramii;sion t'> r::.~ ·: o. comprehcnsi vc review 

of codes, 7.oning, trocntion and dcYcl<_:·::ut sto.ndo.rcls. 

III 

Progrnn1s r.nd ncti vi tics of the Federal Govc1:r:.. : :;t, uhilc .:S.ndir{:c;t in 

that cnforccn~cnt of fire prevention, houni.nc, : 1.!i.lding, hcnlth o.nd 

sru1i tntion lR·,r is a recponsi.bili ty of local e:;c ~:rnr..~nt, cnn be or de­

cisive ini1,ortr:ncc: 

A. l. Section lOl(n) of Public J,!1.w 171 q_ur1 ·'.: :: :·:; Fcclc::rnl nn::;:i.~tf•.ncc 

upon th~ r.l)j,)ropriC'.tc local puhli c l,c,:>i .. ,: unrJert:11:inr: "p:>:::it i ve 

prc3ra111::;" end "a worko.bl~ pro;3rru:1" fc1: c:r;::':nmity improvcr.:'.:nt 

3 
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"adoption, roodcrnizntion, adrninistrc.tion and eriforccrr.ent 

of housing, zoning, buili::.inz nnd other local lnw:., coacs 
•. 

and regul~tions relatinz to land use and adequate st~n­

dards of hen.1th, sanitntion nnd safety for buildin3s, in­

clud1.n5 the use a."'ld occupancy of dwellings ... 

Administrative regulations heretofore issued by the Secretary 

or Housine end Urbnn Development should be further clarified to 

direct specific enumeration 8:fld attention to the applicaticn 

and enforcement of local codes and ordin~ces related to life, 

hcnlth and safety throuBhout the locality nnd to dernon~trate 

increased effort nnd proeress in such enforccrr: 1:!nt. Such en­

forcen:ent or minimum codes shall be required a::: protection of 

lives nnd hcnlth of occupants, irrespective of whether a b~sic­

al.ly sound and stnblc area is thereby crcn.tcd. 

2. The Secretary of Housinz and Urbo.n Development crJ1 fu1·th(:r im­

plement the ptn:poscs of the legislo.tion throueh the d•=vclopmnt 

of national uniform statistical rcportjn~, whereby yardt;ticks 

of comparc:;.ble mwlicipal performance mo.y be established. 

3. The Secr0tn.ry of Housing e.nd Urbo.n D~vclopmcnt cc.n tiehtcn 

exiGting rcculo.tions to the encl that m~rtcor~e insui-nncc o.vail­

ablc throuch the Fcdcrol Housina Ac'tr.l:tnir.t.n.1.tio!"I for prop·::?rty 

acquisition, rehnbilitntion i,.ncl h,,r>rovc:1; :mt mm;t be ccndition­

ed upon corle COili1,lir.nce. At the :::r.m~ tim~, rnorte;n13c incu.rll!lcc 

and grants under Section 312 can be pro:'1oted ar.d c,:pedit~cl. 
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Specinl r,crsonncl con be.designated in en.ch insurinz office of 

the Federal Housing Aclroinistrution llith the specific o::;~icnr-:::nt 

of coordinating the insuring activities of tho.t nccncy ~1-th 

city building departruents and community organizations to the 

end that provision of proper financin3 for complete rehnbili­

t.ation ·to meet code standards be grcntly expedited. 

B. The Secretary or Health, Education ond Wel.tarc con, by administra­

tive reGulation, require that each local authority participatine 

in ndministrntion and disbursement of relief funds e~tablish, in 

collnboro.tion with o.pproprio.te locnl authorities, systems of hous­

ing inspection and certification to the end tho.t appropriate with­

holding of rents, where justified, be unclertakcn. Steps should also 

be token through the OEO legal nr.sistruicc and other prozrzms, to 

prevent retalio.tory eviction. 

C. All Departments of Governncnt conccn1ed with property acquisition, 

whe1-ever Federal investn:ent is involved, cnn 1·cqui1·c thut the r.c­

quirin~ public authority clcmonstrate ond certify that no part of 

the nwnrd ern.ntcd or pDYJ'lcnt m:i.de rcprcr:cnts vnlu0:; o.chicvcd l>y 

operation contrnry to local co.:lcs of buildin3, health end ~t~fcty. 

D. All lk:p:\rtr.~~nts of G:>vernrrcnt dcnJ.:i_ng with the cud.it ond verificr..­

tion of rt:al estate ru1d mo:ctc;~~e lo~n n:::scts crin require ce:rtifi-

1y penclin.e; by any locnl P.uthorlty cha1.·c;i11c viol;~ticm of' local' mini­

mum coclcs of build:i.ne;, health nnd cr.foty. 
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IV 

At this tin:e property o-,.111ers in deteriorated or dcclinirte city areas assume 

that the municipality either cannot or will not enforce its buildinz, 

housinc, health and sonitntion laws -- an assumption based on experience Md 

occasionally supported by Federal state~ent: 

"Characteristic of a typical slwn arcn is the ovcrcro~ding or 

housinc units well beyond the levels permitted by local code&. 

Any effort to enforce the occupnncy stru1dards or the code wb1t!.d 

have as its imrnedintc consequence a massive displncement of the 

families occupying the ovcrcroudcd units. This mi~ht be acceptable 

if it were coupled with a concurrent progre.m to mal::e available to 

such frunilies decent housing at prices they con afford. Unfort.una.te:ly, 

the latter tends to be to:r sloucr and more costly thDn the cc.rryine 

out or code cnforce~ent. -In many ca&eG local courts have rcco~ized 

this consequence and, as a matter of public policy, hnvc retuned to 

pcrmi t enforcen-:mt action. 

"By its very nature, a procrnm of code cnforccz,..-~nt rcquircc pro1>erty 

owners to make ttubstt'ntiru. investments in repo.irs and improvc:n::?nt~ in 

order to avoid prosccutio!l. Unless thnt inventr:·.ent is coupled to en 

increase in rentnl rotut·ni:: or prc,perty values, the cr,mcr ic likely never 

to be able to recover the cost. Dut since wc o.ri! still dealinc \Ii th a 

seriously blicM,ed o.rea, neither the incrense in rcnte.ls or pro£;ert:, 

values is likely to occur. The precent tcncints u:::u:1-lly cannot afford 

hi,;her rentals, porticulnrly if occupcncy is reduced l'..nd there rt1·~ 

fewer v~ce earners to pcy the rent. Tenants with h!-,13hcr incc.; :~ r. u::u ally 

crumot be persu~dcd to move into n still bliGhtccl r.ren. The vtilur: c,f' the 

property in a privctc snlc crumot be c>...-pcctcd to incrc.:.~c unlc:::; the 
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rente.ls increase nor would the repairs or i.Jr.provcrr.ents e.dd sig­

nificontly to the property value in the event of a. fut'Ure public 

conde~ 1·u1.tion. • 

"It has been nrc3ucd thnt rigid code enforccm~nt in deteriorated 

• areas ,-iill so dcprecs prop~rty vltlucr.: that nc1-r purcha::ers will 

be able to afford to mnkc the neccssnry rcpnir!: without in­

creasjn~ rents. In fact, this dcea not hnppen on ru,y broad 

scale. While our undcrstru1ding or the fnctors which moti-vete • 

owners of slum property is very limited, a recent study dooG 
. 

ca.st some light on this. The lnree 'sophisticated' cr.-rners of slum 

property usually have so 11 ttle of their oim money invested that 

nny feasible reduction in cost of purchasin~ could not equo.l. the 

cost of needed repairs. On the other hand, tbe s01all 'unsophisti­

cated' investor is usunl.ly incapable of ta1~in~ adva.~tacc of any such 

econo~ic effects. 

"In sum, it is our bclief·thn.t concentrated code enforcen:~nt by 

itself in badly bl:ichted areas would result in mor~ turrr,oil than 

iroprove.ment of housin~ conditions. But to soy th,~t thi:: one 

apprci.\ch will not work is not a satir,fncto1·y e.ns~:c_l' to a very real 

and pres sin~ p1·oble1u. Althoush ,-:.? hnve not y~t arrl vcd c:.t c.n~'thir;3 we 

regard as an e.dequnte volution, it would be extrc1,:~ly vtluc.blc to 

present £:o.rr.e of the p::.-oblcms ruid po:;sible cpproo.chcs in orclcr to cc:t 

breeder ccnsidcro.tio:1." (Stnff Rcpo1·t, Housing ond Urbon Devclor1·,:::mt, 

fon·r.? . .rdcd by the Sccrctar,1 to Senator John Spri.r1':r:i.in, Chair;1~.n, S,;b­

cocimittee on Hou:;ina, Senate Com;rlttcc on B<mking r.nd Currency, 7/211/66) 
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The assumption bccoces a sclf-fulfillinr; prophecy: 

A. Property owne~s reduce expenditures for pro¥~1-ty mnintcnoncc nnd repair 

. wherever possible. 

B. Tenont and co~,munity morale· collapse. 

C. Constructive coal'llWli ty lell.d-?rship is denied credibility. 

If it be assumed that power of state and local governrr.ent to regulate housin3 

conditio.'l in order to preserve life, health end safety is a pric,r charge on 

all interests in property, then the equntion as to the feesibility of property 

repnir to minimum standard is simply whether the Bross rent roll vlll cove~ 

current opcrnting expense, current taxes, and principal and interest payments 

to cover the cost of repair. Antecedent mortgaee com.--:dtments, as well es the 

equity investment, arc irrelevnnt to the i.ssue. Were mortcogcas nnd property 

owners, contrary to existine; assumptions, convinced of this contineency, their 

conduct concerning prop~rty repair and r.ie.intcnance would be altered signifi­

cantly. In these circu.rastc.nces, it would not be necessary tbo.t public action 

be asserted a.go.inst each property in a given neighborhood in order to reverse 

the prior assumptions . 

. A :f orm.i.dable co.se cxi_sts, therefore, for selection of o. few ncie;hborhocd:. in 

which, e.:rtcr coir.plete inventory of structure· condition, mmcrshlp, mortcc.ec 

debt, and prior history of cod.e enforcen~nt, e.n CXJ.>erim~ntal prc 0rr.m be 

undcrtcl~en by the npproprS.nte locnl pul)lic nuthority, worltine in collnbora-

. tion with the local co:11mun.ity, in which n nwubcr of the pozf:iblc Ji'cdcral 

snnctions here cmmeratcd ucrc employed. The effort is v.ttrnct:S.vc in: 
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l. l>resenting a new attack upon the syndrorr.e or community decline 

and collc.psc. 

2. ·offering promise of reduced public expenditures by i.J:lposing 

costs upon non-conforming propertles. 

3. Gericratina; increased. voluntai-y compliance n'ith • minimum codes 

and standards. 

V 

. . . . . . . 

. Further staff .rork: With respect to the reconm~ndation made in 
. . . . 

Section III B for the developm~nt by m·T _of systems for vi,thholding 

of rent by welfare recipients where ·appropriate, further staff 

wor~ should be undcrtal~en by JIEW to evaluate· the experience of new 

York end the ceveral states which ho.vc undcrlak-:?n such progrE'.llls. An 
. . . . . 

analysis should nlso be undertaken of the percente.ge ot. direlllng 1.mi ts 

occupied by welf ni•e recipients in appropriately selected neigbbo1·hoodn, . . 

to determine what percentage of a le.ndiord' s potential re3rket they 

constitute . 

9 
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In the main report of the Task For~e on Cities, enrichment 
and integration are two linked elements in the approach 
advanced for eliminating racial and class segregation in 
metropolitan areas. It is stressed that if the people who 
are captive in the ghettos are to acquire hope and to develop 
the will to become a part of present-day urban life, and 
generally if the misery that breeds so much of the discontent 
in these areas is to be arr~sted, there must be a major effort 
to help these people move ihto the mainstream of American society. 
One essential step is enrichment through a whole range of 
mutually re-enforcing programs in education, job training and 
apprenticeships, and health and welfare services, developed 
and applied as one unified whole. Another essential step, 
closely coordinated with the enrichment effort, is the inte­
gration of ghetto families in metropolitan areas through 
programs of resettlement and environmental improvement. This 
paper is concerned with residential integration. 

What follows is a brief discussion of a series of four 
kinds of connected questions. First, what are the problems 
of residential integration? Second, what impediments in 
existing governmental programs prevent effective action in 
metropolitan-wide integration of ghetto populations? Third, 
what approaches to integration seem worthy of consideration 
in a major effort to reorient the ghetto populations? Finally, 
what priorities should be attached to these approaches? 

Problems of Residential Integration 

There is some difficulty in distinguishing between fact 
and fantasy about the ghetto and its consequences, but there 
is clear agreement that ghettos will not be eliminated until 
there is full integration of the people of these areas in 
the metropolitan community. If all repressive aspects of the 
ghetto could be lifted in one stroke today, the ghetto would 
s.till exist. The ghetto would persist because whole genera­
tions of persons have lived segregated lives with the denial 
of rights enjoyed by others. Integration involves a whole 
series of steps in human reorientation, many of them staged 
over a generation or two. Among other things, integration 
carries with it the opportunity to resettle and become accepted 
by the r~st of the community. Throughout the work of the 
Task Force and in this paper as well, the propriety of inte­
gration has never been in question. The concern is with the 
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development of approaches for achieving integration. So, 
as a point of beginning, it is useful to examine ghetto 
problems that relate to metropolitan integration in all its 
several dimensions. • 

Economic Dimensions of Residential Inte~ration. The 
underlying basis of the poverty problem and its growing 
concentration in the ghetto can be and often is described in 
terms of the state of the economy and some of the dysfunctions 
growing out of technological change. Much of this commentary 
centers on structural change in the economy and the effect 
on employment of structural adjustments to technological 
improvements and automation. It is implicit in most analyses 
that economic development and employment training programs 
must be conceived and organized around the metropolitan area 
as an economic unit; central city efforts to train the function­
ally unemployed and upgrade skills by re-training and apprentice­
ship programs must be conceived and developed in terms of the 
metropolitan labor market. Further, the suburbanization of 
industrial employment centers is an economic fact which cannot 
be overlooked in job-placement efforts of ghetto action programs. 

Along with these changes in the manufacturing sector of 
the economy, there are important trends to be noted in the 
service sector of the metropolitan area economy. Because 
the services are becoming more important as a source of 
employment, training programs will need to consider the 
differential trends in the spatial distribution of service 
jobs, and particularly the services that have a potential 
for absorbing persons of relatively less advanced educational 
levels. Clearly some services are following the population 
to the suburbs, but some services have marked tendencies to 
remain in central areas .. These economic facts have strong 
implications for ghetto job training programs as well as for 
approaches to integration. 

Problem: Since employment is critical.in the 
process of bringing low-income segments of 
urban society into the mainstream,. it is essential 
that action programs aimed at poverty in the 
ghetto be in consonance with structural changes 
in the economy and trends in the spatial distribu­
tion of employment opportunities. Programs 
organized on a municipality or county rather 
than a metropolitan basis tend to overlook or 

·run counter to these economic realities and 
serve to cancel out their intended effects. 
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1) It is essential to consider the an~horing 
effect of brick and mortar programs fsuch as 
housing and neighborhood centers) conceived 
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and executed entirely in terms of ghettos in 
central cities, when the manufactur~ng employ­
ment opportunities are suburbanizing at increas­
ing distances. Likewise it is important to 
recognize the inhibiting effect on the mobility 
of families to suburban neighborhoods which is 
engendered in misguided and publicized efforts 
to bring suburbanizing types of industry into 
central city locations. 

2) In training and apprenticeship programs, 
special attention should be given to the grow-
ing service sector of the economy. While central 
areas o'ffer employment opportunities in business 
services, most industrial services and many retail 
services are suburbanizing. Again, these action 
programs_must recognize the basic forces at work 
in the area-wide structuring of the economy. 

Governmental and Fiscal Dimensions. The metropolitan 
area 1.s a Jungle of_local governments which are more notable 
for their fragmentation than their commonalities. They 
develop from urbanization overspreading long-established 
centers or by accretion of suburban communities established 
as a result of preventive action against annexation and out 
of motives of securing certain levels of services in the self 
interest of dominant economic groups (~hrough the initiative 
either of residents or of a group of industrial firms in the 
area). There are frequently significant disparities from one 
unit of government to the next in the distribution of differ­
ent classes of land uses (as measured in terms of-the tax base) 
and the demand for governmental services and facilities (as 
measured in costs of these services and facilities). In the 
municipalities where large ghettos have formed, the spread 
between tax income and the cost to provide the most elemental 
services tends to be much greater than is the case in munici-. 
palities without ghettos. The· incidence of the fiscal prob­
lem bears a relationship to the rate of obsolescence and 
deterioration in the housing, commercial and industrial 
structures. Also, there is in evidence what appears to be 
a chain-step sequence to the spread of ghettos from the 
central city to the suburbs. 

While these problems of fragmentation in goverrunent and 
these disparities in fiscal capability are widely rc~ognized, 
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so long as Federal-aid programs in housing and public 
services continue to minister to jurisdictions which are 
fragments of a whole, thE!se problems are further rigidified. 
The housing market functions over the whole metropolitan 
area, and fragmented programs of individual units of govern­
ment aimed at facilitating housing, especially for the dis­
advantaged, rarely if ever add up to a positive total program. 
Indeed, housing codes of different local jurisdictions are 
often designed to be at cross purposes with one another. 
Similarly, differential standards in public services admin­
istered without reference to those of adjoining jurisdictions 
will cancel out or undercut the full potential of enrichment 
programs. 

Problem: It is fundamentally contradictory to 
aim programs at the ghetto on a fragmented 
municipal or county basis when the fiscal structure 
of the problem is a metropolitan one and requires 
an area-wide tax base. Efforts at enrichment and 
integration must recognize the following fundamental 
problems: 

1) the need to deal creatively with fiscal 
disparities existing between the location of 
ghetto problems and the suburbanizing tax base 

2) the essential importance of taking full 
advantage of economies of scale in mounting 
public services and related programs across 
jurisdiction lines. 

Problem: If real progress is to be achieved in 
the integration of people of the ghetto into the 
metropolitan community, it is no longer defensible 
to fragment action. 

1) It is essential to recognize the inconsistency 
of efforts to ameliorate failures in the filtering 
down process of housing on a municipally fragmented 
basis when the housing market functions across 
lines on an area-wide basis. Likewise, it is 
important to recognize the inconsistency of organ­
izing and administering housing and urban renewal 
programs on a municipal basis with standards and 
~rogram operations working at cross purposes with 
one another (e.g., in code enforcement, relocation 
impacts, etc.) . 
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2) Similarly, it is essential to recognize 
the inability to achieve a critical mass in 
enrichment efforts in education and job train­
ing or of providing welfare, health and similar 
services and administer these effectively when 
they operate independently, with differential 
standards from one jurisdiction to another. 

5 

Social Dimensions of Residential Integration. There 
are certain fundamental human and social forces which must 
be recognized in any assisted program of metropolitan-wide 
integration. It is human nature for persons or families to 
form friendships and interact with others of their own interest 
group. This usually means that persons of the same education 
level and the same economic status form close and continuing 
ties. Opportunities to maintain such relationships serve 
important purposes in providing a sense of security to the 
individual, in minimizing stress and anxiety and in maintain-
ing within a social group sufficient stability to keep dis­
organization in check. The ghetto possesses both a segregative 
and an integrative aspect. While the socially repressive 
aspect of segregation is well-known and seriously complicates 
efforts aimed at ameliorating poverty in these areas, there 
is .a natural integrative force at work in these areas that 
exists by virtue of natural networks of friendships and kin-
ship relations. However, because of constraints on behavior 
that segregation imposes, particularly restrictions on economic 
opportunity and social mobility, the normal networks of inter­
action either fail, thus undermining the individual's adjust­
ment to life around him, or generate distorted forms of reaction 
and anti-social forms of behavior (rioting, mugging or other 
anti-social actions). Social phenomena of these kinds normally 
have no relation to political jurisdictions. 

Problem: It is essential to recognize the social 
psychological dimension of the problem of dispersing 
the ghetto. Research and action programs. must 
seek ways for eliminating the repressive effects 
of the ghetto without destroying the subtle and 
underlying human integrative forces important in 
rebuilding individual and family security which 
exist by virtue of ghetto-established patterns of 
mutual support and ties of friendship. These 
solutions must be conceived on a metropolitan-
wide basis. 
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Environmental Dimensions of Integration .. In the fore­
going discussion, the interdependencies of the central city 
and ~he individual suburbs with the metropolitan area as a 
whole were successively brought out in the economic, govern­
mental, and social spheres of human activity. Since the 
physical environment has direct r'elationships with each of 
these forms of human activity and because so many public 
works improvements such as transportation and sanitation 
systems, housing, schools, recreation facilities, and 
community centers must be shaped around these human activity 
patterns, it is only natural to include in this listing the 
environmental dimensions to the ghetto problem. Clearly 
transportation systems, which are so important to the poor 
in getting to and from work, must be approached on a metropoli­
tan basis. Perhaps not so obvious but no less important, hous­
ing, recreation, and various health and welfare facility needs 
do not change with political lines, nor can the best solutions 
in supplying these facilities and services for persons in 
ghettos be treated in segmented parts of the environment. 

Problem: There are important environmental 
dimensions to the problem of integration. 
Physical space for schools, recreation, health 
centers, housing, and community centers is 
scarce and costly in central cities, especially 
in ghettos, but it is relatively abundant and 
less costly in outlying areas. Solutions are 
needed which achieve a metropolitan approach 
to the acquisition or reservation of space and 
the development of facilities for the disadvantaged 
without undermining established strengths of 
municipal and county activities in these spheres. 

Impediments in Existing Programs to Metropolitan Integration 

At least two deficiencies in existing Federal programs 
stand out in the foregoing summary of problems which affect 
the residential integration objective set forth in the main 
report of the Task Force. One has to do with the inconsist­
encies that exist between the geographic incidence of-problems 
and the jurisdictional basis used in the attack on the 
problem. More specifically, this deficiency is concerned 
with the undermining effect to the fundamental objectives of 
integration in circumstances where Federal-aid programs are 
administered through fragmented units of government. The 
second deficiency compounds the first. It has to do with 
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another kind of fragmentation, namely, the fragmentation of 
Federal programs in the way they are administered from their 
source -- the neutralizing effects of one Federal-aid program 
admiriistered without respect to another. 

These basic structural impediments to residential 
integration are reflected in various ways in the following 
existing Federal-aid programs: 

Department of Housing and Urban Develo~ment. 
The Title II provisions of the Model Cities 
and Metropolitan Development Act of 1966 reflect 
sensitivity to these impediments, but unless 
the Model Cities Program, the Workable Program 
requirements, Community Renewal Programs, General 
Neighborhood Renewal Programs, and Section 701 
Planning Assistance requirements are all con­
ceived, structured, and administered on a 
metropolitan basis, they will be unable to back 
up any positive programs for dispersing ghetto 
populations and, indeed, may serve to further 
lock populations into the ghetto in place of 
facilitating their integration into American 
Society. Unless HUD's brick and mortar and 
direct assistance programs such as the urban 
renewal, Section 220(d) (3), public housing, 
rent supplement, community facility, neighbor­
hood center and similar programs can be re­
oriented and administered on a metropolitan-
wide basis, integration objectives will be 
seriously impeded. 

Department of Health, Education and Welfare. 
The same two impediments to mounting a major 
effort for dispersing ghetto populations exist 
in HEW programs, but take somewhat different 
forms. HEW has no formalized coordinative 
device such as HUD's workable program for insur­
ing that local agencies in education, health and 
welfare will coordinate their efforts, and HEW's 
enrichment efforts for the disadvantaged, 
administered along fragmented governmental lines, 
face the same uncertainties that HUD programs 
face, namely a strong probability of the local 
programs working at cross-purposes with one 

.another and serving to undermine both the enrich­
ment and dispersal objectives. These risks are 
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compounded if there is inflexibility·in 
state administrative agencies through which 
HEW programs are channeled to metropolitan 
areas. Normal program procedures of state 
agencies may not be geared to the objectives 
of a major Federal-local effort at breaking 
down the ghetto. 

Department of Labor. So long as manpower 
training and job apprenticeship programs are 
administered as area-wide programs, the. 
fragmentation problem noted above does not 
exist, but job-creation efforts must be 
organized and administered in concert with 
other programs, if a major effort at enrich-

8 

ment and integration is to fulfill its purposes. 

Office of Economic Opportunity. The Job Corps, 
Neighborhood Youth Corps, Community Action 
Program and oth<~r program areas of OEO have 
yielded important demonstrations which may have 
application to a major effort at enrichment and 
integration of the Negro disadvantaged. But it 
must be recognized that when programs originally 
designed and built around short-term objectives 
become institutionalized, they may fall short in 
their performance. In any event, these programs 
may need pruning and restructuring in major ways 
in order to facilitate enrichment and integration 
objectives. • 

'It may be that Councils of Government can achieve some degree 
of local governmental coordination. It may be, too, that 
extensions of the provisions of the Model Cities and Metro­
politan Development Act ,:an assist in securing coordination 
across Department lines. However, since it is not in the 
self-interests of the parties to these forms of coordination 
to relinquish functions or to submit to re-arrangements 
which modify the institutionalized ways of doing things, it 
is unlikely that any amount of readjustment in programs will 
achieve the basic realignment in thinking and outlook which 
is called for if a major breakthrough is to be ma<le. 
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Approaches to Residential Integration 

·It seems apparent that to achieve the assimilation of 
ghetto families into metropolitan areas at the scale called 
for in the main report of the Task Force and according to a 
time table that will show immediate results and recognizable 
and co~tinuing progress to those captive in the ghetto, 
totally new approaches to Federal-state-local cooperation 
are called for. It also seems apparent that differing 
variations on basic approaches will emerge from different 
states and metropolitan areas. This kind of experimentation 
should be encouraged. However, to successfully achieve inte­
gration it seems quite clear that all approaches must deal 
with housing and certain basic community services such as 
education, health and welfare, and must take into account 
the locations of major centers for the employment of those 
emerging from training and apprenticeship programs, and must 
give consideration to the locations of transportation networks 
to these centers. Further, if new approaches are to be success­
ful, a requisite of all of them is that the resettlement m~st 
be achieved by voluntary means. Those in the ghetto must l:·e 
ready and willing to relocate, and the receiving area must be 
ready to take in the relocating famili~s. Finally, some 
organized basis for the coordination of the activities of 
all entities engaged in this major effort must be available. 
These are recommended preconditions of any approach advanced 
for residential integration. 

To illustrate the range of approaches which might be 
allied in various degrees in a total effort, three are briefly 
outlined below -- (1) one involving a consortium of firms 
.functioning as an Urban Development Corporation, ( 2) another 
developed in the form of an associated group of community 
organizations, and (3) an approach centering around a mix of 
public programs for resettlement. This discussion is followed 
by a short statement on an institutional means for coordinat­
ing any particular combination of these or other approaches 
aimed to achieving a breakthrough in metropolitan integration. 

A Private Enterprise Consortium. This approach aims to 
enlist the innovative potential, the assemblage of know-how, 
and the commitment of capital from private sources in some 
appropriate combination with public investment in the form 
of a consortium of firms to participate in the residential 
integration program. This is an approach which expands on 
the Urban Development Corporation proposal outlined in the 
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report to the President by the Task Force on Oities, dated 
December 5, 1966. Whereas the UDC proposal was concerned 
with.achieving a critical mass for making rehabilitation of 
housing for low-income families in the ghetto areas econom­
ically feasible and attractive for participation on the part 
of private enterprise, the present proposal calls for the 
development of the same kind of critical mass but aimed at 
seeking participation in a broader kind of activity which 
includes in addition to rehabilitation, a form of management 
for maintaining an inventory of rehabilitated and recondi­
tioned housing units for resettling families in widely 
scattered locations in the metropolitan area. 

Major commitments of funds for special Federal credit 
guarantees in combination with grants-in-aid of the kind 
outlined in the UOC proposal would need to be available to 
such a consortium for a period of time until it reaches some 
pte-determined scale. Continuing access to these special 
aids would need to involve some eligibility tests, and among. 
these would be the certification of locations and degree of 
concentration of housing units permissable under the program 
as determined by a Metropolitan Services Corporation established 
to oversee integration and enrichment in the metropolitan 
area (discussed bel6w). One key attraction that this kind 
of effort would feature in approaches to private enterprise 
to become a part of the consortium is the opportunity 
of tapping this last undeveloped segment of the market 

·which would open up programs for bringing the disadvantaged 
into the mainstream of American Society 

An Associated Network of Voluntary Organizations. In 
contrast to the principle of large-scale effort concentrated 
in one large consortium, this approach would receive its 
strength in grass roots activities at widely diffused locations. 
To the extent that these organizations might constitute a 
network of voluntary groups offering to make their neighbor­
hoods "foster communities," each to receive a few resettled 
families, this approach is complementary to the consortium 
proposal. While this approach places emphasis on the pre-
paratory educational efforts that must go into readying the 
metropolitan area for integration, it does not preclude the 
possibility that such voluntary groups might through their 
own efforts, with Federal aids (for example, guarantees of 
rent supplements), offer rental housing consisting of 
possibly.one, two or three units in a block for resettling 
families. 
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For this to be an effective program, some kind of 
backup organization for associating these sma~l voluntary 
groups into a metropolitan-wide clearinghouse activity 
would seem to be necessary. Federal grants-in-aid would 
be needed to staff such an organization. Properly staffed 
and organized, such a clearinghouse effort would become 
the point of contact with agencies created under the other 
approa~hes. One of its functions might be to provide 
technical assistance to foster communities in identifying 
and adequately recognizing resident attitudes and expecta­
tions engendered in the mosaic of neighborhood relations and 
friendship networks and in bringing to these cor.ununities a 
factual base concerning the resettlement program. This 
clearinghouse organization might also assist affiliated 
neighborhood groups ~o develop programs which would progress­
ively put into effect voluntary open housing guarantees 
and introduce various services and improvements for reorient­
ing families after they have resettled into an area. 

A Coordinated Mix of Public Programs. This approach 
would aim to assemble within the Metropolitan Services 
Corporation (described below) the relevant programs currently 
widely scattered among different agencies and different 
jurisdictions. It would consist of a coordinated series of 
programs in enrichment as well as integration. This Corpora­
tion would be the focal point in each metropolitan area for 
all enrichment and integration efforts. 

This approach would be concerned with a whole series of 
programs of a long-term nature involving perhaps a one- or 
two-generation effort at human reorientation; including, for 
example, the re-enculturation of the aliented and the derelict 
in the ghetto, and the educational effort to facilitate social 
adjustment of the resettling families. It would also be con­
cerned with public housing, rent supplements, and such 
special FHA-type programs as Section 220{d) (3), and would 
have special roles in the setting of priorities and in locating 
community facilities {such as recreation facilities, health 
centers, neighborhood centers, etc.). It might engage in 
a program involving the purchase or lease of houses or apart~ 
ments on the market, or it might utilize turnkey type 
approaches for building residential units on scattered 
vacant parcels to serve as receiving areas for the resettle­
ment of families singly or as small social units of two or 
three families. These efforts might be a part of the "foster 
community" program discussed above, or, in some cases, 
supplementary·to it. 
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Where a satellite town seems feasible as a part of an 
across-the-boards effort; this might be still another pro­
gram.of the Metropolitan Services Corporation. Alternatively, 
for more distant locations within a reasonable radius of 
several metropolitan areas, a New Towns Development Corpora­
tion might serve in a similar capacity. This kind of effort 
might involve residential selection policies in which new 
residents are matched up with resettlement families from 
the ghetto on some voluntary group approach to home site 
selection. 

The Institutional Means of Residential Integration 

As indicated in the discussion above, and as referred 
to in the preceding summary of approaches, a totally new 
concept of Federal-local cooperation will be needed. The 
mechanism of intergovernmental cooperation in all likelihood 
would constitute a new kind of partnership in government 
involving also a new set of working alignments with private 
enterprise and voluntary associations. The Metropolitan 
Services Corporation would be an instrumentality in which 
Federal, state, and. local units of government enter into an 
agreement to jointly undertake a massive program for dis­
persing and reorienting populations in ghettos. It would 
be important to include in the kind of intergovernmental 
compact that would be involved a built-in provision for the 
Corporation to go out of existence when some specified levels 
of integration and reorientation have been achieved. 

Briefly stated, the purposes of the Corporation would 
be to improve the quality of life for the residents of a 
metropolitan area by means of appropriate financial, technical, 
or legal assistance to individuals or groups of individuals 
or to public jurisdictions. There would be one such Corpora­
tion for a single metropolitan area, and it would be so 
chartered that it could operate over the entire metropolitan 
area without respect to political boundaries, including pro­
vision for the future growth of the areal scope of the 
metropolis. Its primary function would be to coordinate 
Federal and local activities in certain fields so as to 
achieve a coherent metropolitan area-wide program. It is 
proposed that the Corporation would be designated by Federal 
legislation as the receiving body for Federal financial aid 
of various types. ,It could be expected that state governments 
would be induced to similarly designate the Corporation as 
the receiving agent for parallel types of state aid. Finally, 
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the Corporation could also become the recipient of certain 
types of foundation aid, since it would have more freedom 
to cpnform to the wishes of the grantor than would a public 
institution. 

It would be essential that the Corporation enlist the 
voluntary cooperation of the local government jurisdictions 
to be 'involved. Control through withholding Federal (and 
state) grants could be an important tool, but even this 
would be inadequate to do the job needed, if the local 
governments are in strong opposition. (It should be noted 
that for the peculiar problems of interstate metropolitan 
areas, certain special types of Federal legislation would 
be needed; and although the coordination problems would be 
multiplied, the use of a Corporation for a multi-state area 
still seems feasible, given its peculiar semi-public nature.) 
The actual internal organization of the Corporation might 
vary according to the needs of the metropolitan area. For 
example, where there is a unitary metropolitan area govern­
ment (for example, Nashville-Davidson County) the problems 
would be rather simplified. But in the large metropolitan 
areas where there are hundreds of local jurisdictions involved 
(such as the Chicago SMSA's 1,060 and Philadelphia's 963), 
the problems will be significantly more complicated. 

Clearly, for all the various metropolitan agencies of 
this kind established across the country, there would also 
need to be a corresponding Federal institution of some type. 
One proposal might be to establish at the national level a 
National Metropolitan Services Administration (NMSA), 
patterned after the National Aeronautics and Space Administration 
(NASA) model. The role of such a Federal agency would be 

very important indeed. Most of the activities foreseen for 
the Metropolitan Services Corporations (MSC's) are derived 
from Federal legisiation and financed largely by Federal 
funds. The necessity of a certain amount of Federal control 
to insure the primacy of the state public interest is clear. 
The National Metropolitan Services Administration would 
probably need to be within the Executive Office, since it 
must work with Federal powers and funds. But for greatest 
effectiveness, it should not be placed under any of the 
existing executive departments or bodies. It would, in 
effect, be directly under the President. 

Based on Federal legislation, appropriations, and upon 
Executive Office staff and Cabinet decisions, the NMSA would 
be responsible for administering, through the MSC's, the 
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programs which would be switched over to that agency's 
control. This control, it should be added, could be indirect. 
That is, while the NMSA and the particular MSC would make 
the decisions about placement and operation of public housing, 
housing staffs (in existing agencies) could be utilized for 
the actual administration. "In any event, the details of 
organization can vary considerably without affecting the 
essence of the Metropolitan Services Corporation proposal. 

It may be useful. to spell out other features that would 
probably need to be incorporated into the MSC proposal. 
Since the MSC would be making very important and far-reaching 
policy decisions, it would need to have a body for making 
policy which is at least representative of the governments, 
interests, and people involved and affected. For example, 
the MSC could have a Policy Board, composed of representa­
tives of the following groups: 

1. Local governments (representatives of state, 
county, and city governmental bodies) 

2. The metropolitan population (members elected 
at large from the metropolitan area) 

3. Important interest groups (representatives of 
industries, labor groups, Negro organizations, 
etc.) 

4. Groups involved in other approaches to residential 
integration (representatives from private enter­
prise consortiums, voluntary associations 
assisting in resettlement, etc.) 

The voting of the Policy Board could be by means of some 
weighted formula, as decided by agreement among the parties 
involved. 

Two important qualifications must be noted: 

First, the ultimate purpose of a metropolitan 
institution is to overcome the destructive 
localism and negative competition among the 
governments of the metropolis. Thus it is 
highly important that the larger interest of 
the community as a whole, and the still larger 
national interest, must be able to prevail 

·over obstructionism. 
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Second, the success of the program involves 
the ability to ensure coordinate action on 
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the part of all the sub-areas of the metropolis. 
To be ef~ective (and acceptable to local govern­
ments in the first place), voluntary cooperation 
must be secured. 

These two needs must be balanced off against one another, and 
any specific design for a Metropolitan Services Corporation 
must take into account these needs. 

Of assistance in securing cooperation might be a parallel 
body, a Technical Services Board, which would not make policy 
itself, but would be composed of technical personnel from 
the affected governmental and other units. For example, a 
Technical Services Board might consist of representatives of 
(1) state and local planning agencies;" (2) universities in 
the metropolitan area; relevant agency officials (highway 
department, housing boards, ·etc.); and industry groups or 
associations. The purpose of such a Technical Services 
Board might be two-fold. First, it would provide technical 
assistance and advice and information to the Policy Board 
and to the implementive and administrative parts of the MSC. 
Second, it would provide a means of coordinating those tech­
nical activities concerned with planning for the types of 
public activity of concern to the MSC. In these respects 
it would also function as an information and data gathering 
and dis~eminating body. 

It is also proposed that there be two specific offices 
established to work with the MSC. The first is the Metro­
politan Mediator, and the second is the Metropolitan 
Ombudsman. The Metropolitan Mediator is seen as an office 
concerned with the problems of coordination and conflict 
among the governments involved in the MSC. This Mediator 
would have official status, but would not be an employee of 
either the local governments or the MSC. One suggestion is 
that he would have a status comparable to that of the 
independent judiciary, paid by the Federal government (or 
by the Federal government and the MSC jointly) but not under 
that government's control. Along with this idea it might 
also be suggested that Mediators be chosen from retired 
members of higher levels of the judiciary. The role of the 
Mediator would be similar to that of the labor mediator. He 
would be a person respected by all parties, not possessing 
any official affiliation with any of them. He would act as 
go-between and would try to reconcile problems. He would 
probably have to have specific powers - for example, the 
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power to secure data from the MSC and other parties; also, 
the power to force "cooling-off" periods; and perhaps also 
the power to cut certain types of red tape. His main use­
fuiness would be in trying to help the whole complex system 
run more smoothly. He would be a neutral mediator among the 
MSC, the local governments, the NMSA, and other Feaeral agencies. 

The second office, thai of the Metropolitan Ombudsman, 
would be established and filled in the same way, that is, a 
neutral, respected intermediary with certain powers of forc­
ing reconciliation. But his job would be quite different. 
Like the original European Ombudsman, he would be concerned 
for the relations between governments (of all types) and 
between individual persons. It is hoped that his especial 
concern would be for the poor and the disadvantaged who are 
so often victimized by the insensitivity of bureaucratic 
activity. He would be the man to cut red tape, redress 
grievance (or force them to be redressed), etc., in the 
manner of the original Ombudsman model. His main function 
in this context would be to insure that the MSC and related 
activities do not tramph~ over individual citizens. He would 
assist, therefore, in putting the people and the institutions 
on a more equal basis. This would, of course, have a bene­
ficial effect in terms of making the whole MSC and govern­
ment?.l apparatus less suspect than it now is, at least from 
the ghetto perspective. 

This, then, is the Metropolitan Services Corporation. 
It is an idea, obviously, which can be changed in any number 
of ways, to form any number of permutations. It is to be 
emphasized that this flexibility is desirable, so long as 
it does not frustrate the real intent: to implement an 
effective program of residential and socio-economic integratic.n 
of the disadvantaged into the larger sphere of the 
metropolitan community. 

Priorities for Residential Integration 

A set of priorities is very difficult to assign to 
proposals of the foregoing kinds. Most of them need further 
development and considerable staff work. However, tentatively 
some priorities are suggested: 

1. ·By Executive Order direct Model Cities Program 
to give high pr~ority to applications received 
in HUD which feature an enrichment-dispersion 
framework. 
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2. Introduce legislation to amend urban tenewal, 
public housing and the Model Cities provisions 
of the Housing Act to make grant and loan 
funds available on a metropolitan basis, upon 
the establishment of suitable metropolitan 
agencies. 

3. Introduce legislation to expand the program 
of public assistance for housing to include 
the large group between public housing and 
private market housing. (This is the group 
that rent supplements were originally intended 
for; rent supplements, mortgage underwriting, 
long-term low-interest loans, or a number of 
other related programs could be used.) 

4. Introduce legislation in Congress to establish 
a Presidential Study Commission for Human 
Resources whose task it would be to develop 
a detailed program and legislation for a massive 
effort in breaking down the ghetto. 

5. Introduce legislation establishing a National 
Metropolitan Services Administration to pro­
vide grants and other Federal aids to metro­
politan areas upon the establishment of 
Metropolitan Services Corporations. Provide, 
by changes in existing legislation, for these 
bodies to become the coordinating and dis­
bursing bodies for certain types of Federal 
aid to local governments. 

6. Introduce legislation calling for the 
appropriation funds for research and develop­
ment on a large scale on the problems of urban 
life, particularly housing and social services. 

16-4 



SPECIAL NOTE ON MODEL CITIES 

A Supplement to the Report of the Task Force on Cities 

July 5, 1967 

C O N F I D E N T I A L 

,. 
j 6 r, 

. :., .. ; •. 



SPECIAL NOTE ON MODEL CITIES. 

Model Cities is a major departure in Federal 

programming for the cities. It stresses innovation and 

flexibility. It gives mayors responsibility for 

bringing together all relevant federal and local 

resources, a tardy recognition of their importance. 

The program's emphasis on systematic planning and 

coordination offers hope of reduced overlap and 

duplication of effort. Finally the supplemental fund 

provides a potential source of flexible funds which may 

be used imaginatively to discover new approaches and 

ideas for solving urban problems. 

Model Cities represents a significant breakthrough 

partly because it goes against the grain of federal and 

local programming activities over the past 30 years. 

Instead of dealing with independent, semi-autonomous 

educators, public health officials, public housing 

authorities or welfare administrators, it deals with the 

focus of political authority in most cities, the mayor. 

It attempts to balance federal support for the relatively 

independent city agencies (education, health, etc.) by 

givin9 the mayor a small supplemental grant - a grant 

which he may use to bring these agencies together in a 
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common and comprehensive plan in a slum neighborhood. 

In all likelihood, this_will not be done easily or well 

in most of the 70 cities selected for model neighborhoods. 

The Task Force identifies three major problem areas 

in the Model Cities program. Our discussion of each of 

these problem areas indicates the range of alternatives 

available to the President and the Executive branch and 

those which we believe would be most effective. 

In brief, the three problems are: 

a. The manner in which the supplemental fund 

is allocated requires each city to utilize a great many 

existing categorical grant programs. Because of 

constituent-agency relations, formula grants, inflexible 

requirements and administrative practices, the use of 

these programs in combination will tax the ability of all 

cities to tie many disparate strands into a model program. 

b. The incentives for including major federal 

programs in model cities are uneven. Funds are ear-marked 

in urban renewal for expenditure in model neighborhoods, 

a guarantee not available with any _other federal program. 

Since supplemental grants will be 80% of the local share 

of a Model Cities "package", cities have a strong 

incentive to increase their contributions to the 

neighborhoods involved. The program which permits the 

most substantial build-up of the local shares is urban 

renewal. 168 



c. Model Cities represents one of the best 

opportunities to date to expand our knowledge of urban 

problems and their possible solutions. While there is 
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an unmistakable emphasis on innovation in the guidelines, 

there is presently no arrangement which provides for 

carefully controlled experiments from which relatively 

valid results can be obtained. 

Problem 1 

While the problem of funding and coordinating many 

separate federal programs can lead to an endless and 

complex discussion, four elements appear most relevant 

for the Model Cities Program: 

The difficulty of any mayor planning and fundirig 

programs operated by agencies over which he has only 

limited control. 

The restrictiveness of regulations ·and 

administrative practices which impede innovation at 

federal and local levels. 

The problem of a city having to conduct a 

substantial number of separate negotiations with many 

Federal agencies in order to implement a comprehensive 

model neighborhood program and, thus, realize a maximum 

amount from the supplemental fund. 
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-- The need for cities to systematically and 

realistically phase the different components of their 

model neighborhood program with funds from agencies 

which operate. on different timetables; a problem 

compounded by the inordinate delays in approval and 

funding in some federal aid programs.· 

1. We believe that Model Cities provides an 

excellent opportunity for experimentation with various 

forms for administering Federal assistance. Our 

discussion of new arrangements in Part II of the main 

report covers inter- and intra-agency grants, pooling 

within and across functions and the substitution of 

national performance criteria for detailed program 

specifications. Model Cities is an important first 
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step in more flexible administration of Federal programs. 

Without substantial administrative innovation, it is 

hard to imagine Model Cities working very well in many 

cities. 

2. The Administration could use traditional 

instruments for achieving inter-agency coordination, 

including HUD's convenor order for inter-agency committees 

for review and approval of Model City applications, 

intervention of the Bureau of the Budget in broad areas 
. 

of inter-agency conflict, collection of information on 
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funding and timing practices of relevant federal agencies 

and the use by HUD of persuasion and goodwill in 

attempting to work with recalcitrant agencies. 

Experience with neighborhood centers and the community 

action program, however, indicates that substantial 

coordination cannot be achieved at the federal level 

utilizing existing instruments. It may be useful, 

therefore, to experiment with a command structure in the 

Executive Office of the President with special 

coordinating responsibilities focused initially in 

working with the Model Cities Program. It appears that 

without continued intervention by the Executive, the 

Model Cities staff will be unable ~o achieve effective 

coordination within DHUD itse_lf, let alone within the 

Federal Establishment. 

3. Another possibility is the granting of 

exceptional inter-agency grant powers to the Department 

of HUD along the lines discussed in Part II of the report. 

It would be a revolutionary departure from present 

practices if HUD could, in effect, spend the appropriati<>ns 

of other agencies to fund well-designed comprehensive 

model neighborhood programs. Movement in this direction 

would be of incalculable assistance to the cities, since 

it would reduce the number of separate transactions 
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necessary at the Federal level and thus enable cities to 

develop more realistic timetables for implementing the 

components of their model neighborhood program. 

4. Two related ideas have been discussed as 

alternatives: the earmarking of funds for Model Cities, 

as is already the case in urban renewal; and further 

grant consolidation along the lines of "Partnership in 

Health Act of 1966". We have in mind guaranteeing some 

funds in relevant programs for use by Model City programs, 

if approved by a relevant agency. While this would not 

reduce the number of grant negotiations for any city, it 

would lend credence to the comprehensive goals of Model 

Cities. Grant consolidation would make an obvious 

contribution by reducing the number of separate applications 

any city would have to integrate in a comprehensive 

neighborhood program. 

5. The Federal government could revise its field 

office structure to give leadership to the Model Cities 

"captain". This would be particularly useful if regional 

offices combined effective funding authority with their 

greater information on local situations. Experience with 

decentralization to date, however, indicates that cities 

look ~o Washington for assistance in funding and 

programming, primarily because· Washington rarely abdicates 

final decision-making authority. 
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Problem 2 

The incentives for disproportionate emphasis on 

physical rehabilitation and development in model 

neighborhood programs are particularly strong for two 

reasons: first because the suppleme~tal formula 

emphasizes those Federal programs with a relatively 

large non-Federal share (urban renewal requires a one­

third contribution); second because there are earmarked 

funds, the equivalent of guaranteed moneys, available 
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in urban renewal for model neighborhood use. The 

consequences of an imbalance between physical and social 

programs in model neighborhoods will be increased if 

Federally-supported physical renewal programs continue 

to take too long to plan, to fund and to implement. 

Reliance on physical renewal will not produce quick and 

visible results in the model neighborhood. 

If inter-agency grants or earmarked funds were 

available for Model Cities then the problem of physical 

orientation would be largely ameliorated. While large­

scale physical renewal in model neighborhoods is not 

necessary in all cases, it will have a comparative 

advantage in all cases over human resource development 

programs. Balancing the incentives among programs could 

be the first and probably the most effective step towards 

overcoming the disproportionate emphasis on physical 

renewal. 
1 7 ') 
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A second, and concurrent, alternative is to reduce 

the delays in the planning and operation of physical 

programs. The policy of transferring urban renewal 

reservations from those cities which are unable to move 

qui.ckly to those who can perform is a step in the right 

direction. 

8 

Of course, a straightforward way to deal with the 

problem of physical emphasis is to have the Model Cities 

administration defer those rehabilitation and renewal 

projects that it thinks the city cannot realistically 

manage. 

Problem 3 

The effectiveness of programs for human and physical 

development in the ghetto is limited by lack of knowledge. 

Surprisingly little is known, for example, about how to 

properly educate a ghetto child or build an adequate 

house that low-income people can afford. This list could 

be impressively long. The Task Force's concern is that 

Model Cities involves too many programs, too many 

uncontrolled variables, too few staff to insure that in 

three years we will know more than we know presently 

about solving problems in our cities. 
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Model Cities has some unique advantages for 

stimulating experimentation and demonstration. It offers 

a full year to the local jurisdiction and the Federal 

government to plan, mutually if possible, carefully 

controlled experiments; it distributes flexible money for 

use on a wider range of projects than is possible under 

existing Federal programs; and because of its flexible 

and innovative nature Model Cities should attract those 

persons at the local level who are interested in 

experimentation. 

1. The Task Force recommends that the new 

Assistant Secretary for Research and Development be given 

the responsibility and authority to design four or five 

relatively well-structured experiments for operation in 

as many cities. These experiments would be designed in 

concert with the selected cities to serve the mutual 

interest of both jurisdictions. Barring new mechanisms, 

such as an inter-agency grant or earmarked funds in other 

departments, it is likely that the Assistant Secretary 

will have to be quite modest in determining the scale of 

these experiments. If funds are earmarked to be used in 

Model Cities, the flexibility of the Assistant Secretary 

in designing and monitoring the experiments will be 

greatly increased. 
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2. To the extent possible other rel~vant agencies 

will have to be involved in the design of criteria for 

evaluating these experiments. This is to preclude, for 

.• ex~ple, the Office of Education from rejecting the 

findings of an educational experiment via Model Cities 

because the criteria and evaluative tests were not those 

standardly used in education. 

The use of the Assistant Secretary underlines 

his role as a primary researcher and program developer in 

HUD. It also frees the time and energies of a limited 

program development staff in the Model Cities administration 

to concentrate on the evaluation of 65 or 66 other programs. 
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Memorandum of Recommendations on Education 

Few aspects of the renewal of the city are as 

promising as the improvement of education, and few 

are as difficult to achieve. City schools are 

antiquated, their leadership weak and demoralized, and 

public confidence insecure. Yet the schools of the 

cities must be improved: without their revival gains 

in other areas -- housing, transit, pollution and 

more -- will be incomplete. By 1970, almost one-half 

of Americans will be under 27, most within some form of 

educational program. Today almost two-thirds of all 

American youngsters go.to school in urban areas, in the 

central cities and their surrounding areas. Improvement 

of education must be accomplished within those total 

metropolitan complexes. The job is staggering and the 

immediate responsibility of Federal, state and local 

governments immense. 

Educational reform is a complex concern, an~ while 

it lies in detail outside of the scope assigned this 

Task Force, we are compelled to make certain recommenda­

tions. These rest on several assumptions: 
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-- Such evidence as is available, for example, 

th~t found in the recent U.S. Office of Education report 

Equality of Educational Opportunity, suggests that 

youngsters from poverty backgrounds achieve better if 

they attend schools with majority middle-class student 

bodies. While this evidence is incomplete, we are 

persuaded that it is compelling enough to require on the 

part of the government major pilot programs and further 

testing. 

While we note in various studies that school 

achievement is strongly correlated with social class 

fact?rs, we are impressed both that the lower classes 

are increasingly Negro and that the central cities 

contain concentrations of the Negro poor. The public 

schools· of many cities are more Negro than the cities 

themselves, as in the capital city of Washington which 

enrolls a student body over 90% Negro. We are persuaded 

on moral as well as scholarly grounds that integration 

~ race as well as by class must proceed in our metropolitan 

areas. 

Schools are the only agency through which 

virtually every American passes. As such, they are a 

kind of "social sieve", society's single best agency to 

make contact with its citizens. A nation committed to 

providing help of all kinds, if needed, to its citizens 
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can use the schools as its points of contac~ with 

inpividuals. The needs of all members of families 

are quickly apparent to wise counselors of children. 

The schools, while not necessarily containing within 

them full welfare, medical, and social services, can 

nonetheless serve a central community function. We 

3 

see the schools, then, not only as learning institutions 

for the young but also as comprehensive community centers 

for the help and counsel of all citizens. 

-- We are particularly impressed by the profound 

lack of confidence and even hostility of many poor 

parents toward their schools. Much of this, we surmise, 

stems both from the inadequacy of slum schools and from 

parents' lack of power either seriously to influence 

these schools or to choose for their children alternative 

schools to their neighborhood institutions. Many don't 

like their schools, but are stuck with them. These 

schools_must be improved, but in addition poor parents 

must be afforded some opportunity to choose the schools 

to which they send their children, and, further, some 

degree of control over their children's education. One 

or the other of these remedies forwarded .alone will not 

succeed, we feel; both must be pressed together. 

J O ·1 
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-- Education, as we define it, is more than . 
schooling, and includes experiences gained from the 

mass media, from jobs, from the street. Educators 

and the governments that support them -- should 

• perceive this obvious truth and plan for children 
. 

accordingly. School reform, we believe, is but a part 

of educational reform. 

4 

Employment and schooling are related; relevant 

training can ease the burden of unemployment. But not 

all jobs are best prepared for in school; other agencies 

may be better sites. And, too, not all school education 

indeed perhaps very little - relates closely to employment. 

Schools are to liberate, to make children sensitive and 

wise, as well as to train for jobs. The former role is 

difficult and intangible and hard to assess, and yet 

government must unflinchingly support it. 

-- Education needs new people within it, new 

leadership and new roles for persons from a wide variety 

of backgrounds. The public system needs shaking up. 

Increased competition among educational authorities will 

promote innovation faster, we believe, than other means. 



In light of these assumptions, we recommend the 

following: 

1. The children of the ghetto must be schooled, 

wherever possible, with youngsters from different 

backgrounds. Such "united education" will require 

careful planning, well-evaluated large-scale pilot 

projects, and first-rate public information programs. 

Most will involve arrangements across school district 

lines such as those now in effect in Hartford, 

5 

Connecticut and Boston, Massachusetts, with ESEA Title III 

funds, or in new metropolitan districts such as those at 

Dade County, Florida, or at Nashville, Tennessee. The 

initial large-scale pilot projects should involve at least 

one-half of our 15 Great Cities as well as other communities; 

the varieties among them require multiple attempts in the 

different parts of the country. Accordingly, we 

Recommend a program to promote metropolitan 
collaboration to allow for "united education" 
by class and race. We recommend a five-year 
program of $5,000,000,000, scaled upward by 
year from a first year appropriation of 
$500,000,000. Such moneys would be available 
for construction, staff costs, public 
information, innovative programs, and 
evaluation as each relates to the effort to 
achieve "united education." The program would 
be administered by the U.S. Office of Education 
through competitive application from the various 
metropolitan regions. 
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2. The racial factor in city school reform is 

of great concern and we 

Endorse the recommendations of the United 
States Commission on Civil Rights to 
"give immediate and urgent consideration 
to new legislation for the purpose of 
removing present racial imbalances from our 
public schools . . . " 

6 

(Racial Isolation in the Public Schools, p. 209ff) 

3. In many communities, the schools can be used 

to provide a wide range of educational and social services 

to all citizens. They could comprise a new form of 

"neighborhood information centers", given the trust of 

the community which, in all too many areas, is yet to be 

won. Where it is won, or is likely of being won, we 

Recommend a supplementary allocation of 
$70,000,000 per annum to Title III of the 
Elementary and Secondary Education Act to 
support school-based multi-service centers, 
as requested by the states and cities. 

In light of the promise of using the schools, year 

'round, day and evening, for a wide range of community 

activities, we further 

Recommend that the Secretary of Health, 
Education and Welfare be requested to 
coordinate building and program grants 
(in his Department and in others), for 
projects in the welfare, education, 
recreation and medical fields, as appropriate. 
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4. Even as an effort is made to test metropolitan 

cqllaboration, slum schools must be improved. Poor 

parents must be given a greater measure of control over 

their children's education than at present. Title I of 

the Elementary and Secondary Education Act is a significant 

start toward the former. We therefore 

Endorse Title I and urge its expansion by 
50% per year for the present life of the 
Act with the following provisos: 

-- that the use of Title I to encourage 
segregation be prohibited, as reflected in 
our Recommendation #2. 

-- that the minimum income factor be raised 
from $2,000 to $3,000 and that variations 
above this level be permitted to reflect 
differenti~l costs of living from region to 
region, and 

-- that allocations within states be more 
pointedly related to the median family income 
of school districts, the existing per-pupil 
expenditures of the school districts, and the 
percentage of the district's children who are 
disadvantaged. (For example, a district with 
a relatively high median family income should 
pay more of the cost of Title I programs it 
operates than a district with a relatively low 
median family income. This could be accomplished 
in part by differentiating between the matching 
funds which the two districts would be required 
to contribute.) 1 

The issue of parental control, or partial control, 

can best be handled as a supplement to the income 

maintenance plan recommended elsewhere in the report. 

In addition to, and administered coordinate with, the 

income maintenance plan, we 

185 



Recommend a plan of educational allowances 
for each school-aged child from families with 
incomes of less than $3,000 per year, or as 
regionally adjusted, enrolled in an accredited 
public or non-public school, this allowance to 
be awarded directly to the particular school 
enrolling that child, and to be treated as and 
guaranteed by local authorities as supplementary 
financial support for that school. Such 
allowances would be $1,500 per child for each 
year of the program. A fair estimate of the 
cost of this program is $16,050,000,000 per year. 

The benefits of this scheme would be several. 

The children of the poor would be sought by schools, 

indeed competed for, in that they would bring with them 

significant additional funds to provide for special and 

exciting programs. Such competition would assist the 

scattering of poor children out from the ghetto to 

middle-class schools, assuming the parents wished to 

send them there. It would encourage slum schools, public 

and non-public, to improve and to become more sensitive 

to and tolerant of their communities. The allowances 

would give some sense of power, of control, to parents 

as they would have, to put it baldly, a sum with which 

to bargain. The scheme might reduce present tensions 

surrounding the controls of schools in ghettos. It 

does, of course, in conception parallel the "G.I. Bill 

of Rights" -- a ."Poor Children's Bill of Rights". It is, 

to repeat, conceived of as a supplement to an income 

maintenance plan and not an alternative to it. 

8 
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5. Out-of-school education comprises, of course, 

an almost infinite procession of experiences. Government 

can legitimately seek to improve the quality of but a 

few of these. Concentration is necessary, and we 

propose such on the mass medium of television -­

intensively viewed by poor city youngsters, studies show 

and on-the-job vocational training for men and women of 

all ages. 

We therefore 

Endorse the Administration bill on Public 
Television and urge far more substantial 
sums than are currently contemplated be 
allocated for its support, particularly as 
the recipient educational television network 
develops significant daytime and early 
evening shows for pre-school and school-age 
children. 

On the question of vocational training we 

Endorse the continued support of the Vocational 
Education Act of 1965 and, further, recommend a 
new program of tax credits to corporations 
which provide to previously unskilled workers 
exemplary vocational instruction or re-training 
within their organizations or in association 
with schools. 

One important sector of "out-of-school" education 

is represented by Head Start. We are persuaded by 

recent evidence, such as that of Benjamin Bloom, 

Martin Deutsch, and Burton L. White, that early 

experience fundamentally affects later attitudes and 

abilities. Younger children from poor families than now 
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served by Head Start must be included, and vigorous . 
e~forts to build on the pre-school experiences in the 

early grades of regular school must be pressed. 

We therefore 

Endorse Head Start and urge its expansion 
and eventual full adoption by all communities. 
We further endorse "Operation Follow Through" 
of the Office of Education and urge initial 
special appropriations for this program. 
We further recommend a new program for day-care 
centers, perhaps associated with "community 
schools", as suggested earlier, or with city 
hospitals. 

6. Innovation and competition are handmaidens, 

10 

and .the necessary reforms in American schools will only 

come through often painful and unpopular trials. Both 

Titles I and III of the Elementary and Secondary Education 

Act, and in particular the latter, hold great promise for 

promoting worthwhile change. The present requirement that 

funds under these Titles pass exclusively through Local 

Education Authorities in some cities means that organiza­

tions outside these authorities, the state itself and 

private groups, are often excluded for political reasons 

or worse -- and these organizations in these unhappy 

cities are often the only levers of reform. A channel 

to these must be made available, and we therefore 
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Recommend that 10% of all monies undef 
Title I and Title III of the ESEA be 
available, as deemed appropriate by the 
U.S. Commissioner of Education, to non­
religious, non-profit educational groups, 
educational groups not presently designated 
as Local Education Agencies, and to special 
state-sponsored educational programs. 

7. The most serious personnel weaknesses in 

American education are found at the extremes of the 

system, among the 'leadership and among the so-called 

"non-professionals." There are not enough wise and 

tough men among the former; there are not enough of the 

latter of any quality, strong or weak. The cities 

11 

suffer in particular. American schools, urban, suburb.an, 

or rural, will never improve without imaginative 

leadership and we therefore 

Endorse the new Education Professions Development 
Act and urge that sufficient funds be appropriated 
to make its provisions ~ffective. 

This act broadens considerably the number of 

educational occupations for which Federal training support 

is available and for the first time recognizes that the 

recruitment of high-quality personnel is a special and 

difficult problem requiring support. The National Advisory 

Council on Education Professions Development can be an 

extremely effective agency to assess personnel problems 

in education and the means for dealing with them; but it 

can only be effective if adequately financed and staffed. 
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The major omission in the legislation is specific support 

for the full-time training of school administrators for 

advanced degrees. ·Nowhere is leadership more critically 

nee~ed than at the top, especially in the school superin­

tendency and in state departments of education. It is 

unfortunate that such a crucial occupation is among the 

few educational careers not now given specific training 

support by some Federal program. 

The new act, at the same time, recognizes. the need 

for increasing the numbers of adults working with children. 

by extending and improving the Teacher Corps, by enabling 

local school districts to attract and train persons to be 

teachers, and by enabling them to attract and train 

teacher-aides for the routine classroom tasks for which 

trained teachers are not necessary. 

We hope the new program to train teacher-aides and 

other "para-professionals" will be imaginative enough to 

use, for example, mothers in poor families. They would 

receive training and supervised experience in child care, 

which will be significantly relevant for their roles as 

mothers of their own children; they will receive income, 

reducing for many a dependence on welfare; their job will 

cease when school is out, thus allowing them to be home 

when their own school-aged children are home (the partially 

abandoned youngsters of working mothers on a 9 to 5 day, 
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12-month basis are a serious problem); they.will provide 

desperately needed adult help in schools; and they will 

materially assist school-community relations. Such inter­

lock_ing benefits suggest the usefulness of the plan; 

experiments in several cities bear these out. Federal 

initiative is needed to spread the practice. 

We are under no illusion that the foregoing 

recommendations are modest, but then the task is not so. 

In 1970, one-third or more of Americans wi.11 be in some 

kind of education in one of our metropolitan areas. The 

sums needed from the Federal government to. achieve the 

quality of education they deserve will be double or 

triple present allotments. Evaluation and careful use of 

these funds is necessary, it goes without saying; but a 

serious and long-term commitment on the government's part 

is also required. Schooling has never been adequately 

funded in this country and, consequently, never really 

tested. Resources, time, and a commitment to quality are 

needed. 
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HOUSING RECOMMENDATIONS 

Supplement to the Report of the Task Force on Cities 

July 7, 1967 

C O N F I D E N T I A L 
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If the integration and enrichment strategies outlined 

in this Report are to be successful, extensive provisions 

to promote open housing and to increase the supply of 

housing available to low-income families must be adopted. 

To date, little effort has been directed at the 
-

creation of residential integration in areas outside the 

central city. 

Open housing laws have not been adopted at the national 

level. Although state and local fair housing codes exist, 

they usually exclude the most common form of suburban 

housing - the single-family dwelling. 

Despite a 1962 Executive Order banning discrimination 

in Federal housing programs, neither the Federal Housing 

Administration nor the Veterans Administration has moved 

aggressively to secure maximum impact in housing financed 

by Federally guaranteed mortgages. This situation is 

especially significant since FHA- and VA-irisured housing 

is primarily in the suburbs and since suburban development 

will account for 90% of housing starts over the next 

25 years. 

Metropolitan institutions, including a few govern­

ments and many planning agencies, are not involved in 

solying the problems posed by urban segregation and 
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poverty. Present Federal plans anticipate no change in 

this situation. Federal housing programs have not been 

oriented toward solving the problems of residential 

segregation outside the central city. Housing units 

directly available to low-income families in suburban 

areas or on their periphery are few. There are no home­

ownership and rent subsidies available to low-income 

families for housing in the suburbs. 

Federal action to remedy these deficiencies should 

include the following: 

1. Continued pressure for the enactment of a 

comprehensive national fair housing act with the 

broadest possible coverage. 

2. Much stronger emphasis upon the achievement of 

compliance with desegregation guidelines in housing 

financed through Federal mortgage programs. Non­

discrimination guidelines also should apply to 

participant~ in other Federal insurance operations, 

such as banks and savings and loan institutions. 

3. Strong incentives for integration in suburbs 

through a below-market-interest-rate program for 

both rental and sales housing (including single­

family units) for use by profit-making companies 
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but restricted to projects that (1) are in areas 

which now have less than 5% non-white population 

and (2) actually attain certain specific ranges 

3 

of initial non-white occupancy (such as 10% to 25%). 

4. Homeownership incentives and assistance pro­

vided for central city ghetto families, made 

applicable wherever they purchase, and tied to 

educational subsidies where needed. Assistance 

should include below-market-interest-rate loans 

with no-downpayments, supplemental payments for 

ownership, similar to rent supplements, and special 

training· concerning the problems of homeownership 

and maintenance. Initially, this program should 

be tried on an experimental basis. 

5. Expansion of Section 204 of the Demonstration 

Cities and Metropolitan Development Act to cover 

programs in housing, urban renewal and community 

facilities. 

6. The establishment of metropolitan development 

corporations which could accumulate land, build 

integrated housing, and help find jobs for residents. 

The Federal government would promote such corpora­

tions by providing funds from a national ~evolving 
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fund for land accumulation and interest subsidies, 

as well as outright grants for administration. 

7. A shift in emphasis in the area of low-income 

housing to programs which can be used to achieve 

integration outside presently all poor and/or 

non-white areas. This implies the following specific 

actions: 

a. Much greater leasing of either existing, 

rehabilitated or newly-built units, especially 

when leases cover only part of a building or • 

development, and private tenants occupy the 

remainder. 

b. Heavy concentration on scattered-site 

developments containing relatively small number 

of units, preferably in low-rise buildings 

(except for housing for the elderly), even if 

per-unit costs are higher. 

c. Provision of special bonuses or incentives 

for construction of public housing within 

metropolitan areas but outside central cities 

by county or state housing authorities. Such 

incentives might include much higher payments­

in-lieu-of-taxes to local governments. 
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d. Altering limitations on central city 

housing authorities so they can build and 

lease units in suburban areas. 

e. Development of purchase options for 

public housing tenants whose incomes exceed 

established limits, so as to encourage more 

socially-mixed groupings. 

5 

f. Relocation policies which foster dispersion 

to the suburbs, and include payments rendering 

such movements economically feasible for those 

relocated. 

g. Refusal to approve applications which 

continue racial segregation or massive group­

ings of deprived families in communities where 

alternatives are possible. 

h. Further exploration of "turnkey" construction 

and rehabilitation as a means of offsetting the 

possibly higher costs of scattered-site 

development. 

Open housing, along, will not solve our problem; nor 

will public housing programs of all types; we must increase 

the supply of housing available to low-income families 

through a substantial amount of new private construction 

of housing of all type3. 
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The number of new households formed each year is 

rising sharply as the offspring of the postwar birth 

surge begin to form families. Unless annual housing 

.starts rise markedly above recent levels, a housing short­

age will arise and rents will increase. Such a development 

would penalize poor families and slum dwellers most and 

would diminish the effects of Federal low-cost housing 

programs. 

Therefore, we recommend: 

1. Insofar as possible, fiscal and monetary 

policies designed to encourage very large numbers 

of housing starts each year. This implies placing 

emphasis upon tax increases rather than high interest 

rates to ration capital and purchasing power when 

inflationary pressures occur. 

2. Investment incentives, such as tax credits and 

depreciation schedules being applied to housing in 

the same way as they are applied to other capital 

goods, should be thoroughly explored. Such incentives 

might include: 

a. Issuance by FNMA of longer-term certificates 

at higher interest rates to attract investment 

from pension funds and insurance companies, thus 

placing a higher "floor" on housing investment. 
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b. While we are impressed with 0 Treasury's 

arguments against use of the tax structure 

for achieveing particular programmatic goals 

we believe the following ought to be examined 

in detail: 

7 

1) To reduce the supply of sub-standard 

housing units, denial of Federal income tax 

allowances for depreciation on all multi­

family buildings unless the owner files a 

current certificate of compliance with all· 

local codes with his tax return. 

2) To encourage investment in new construction, 

a change in Internal Revenue Service regulations 

applying depreciation allowances to any building 

only once; that is, depreciation would be 

connected with each structure, not ownership. 

3) Provision of tax credits for commercial, 

industrial, or residential investment in new 

construction or major rehabilitation in 

designated urban slum areas. 

3. Another problem is the absence of technological 

breakthroughs which could reduce costs of housing for 

persons at all income levels. Breakthroughs are 
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difficult in the decentralized housing industry 

where no manufacturer can attract a large enough 

market to write-off major research and development 

costs. This requires application of research and 

development techniques to the construction of 

housing through: 

a. Creation of a market large enough to stimulate 

wide-spread research and development work by 

private industry. This might be done through a 

consortium of five or six cities which would agree 

to purchase all of their low-income public housing 

thrqugh the consortium. A market of a hundred 

million dollars would be required to attract the 

primary manufacturers of building materials. 

b. An exhaustive user-requirements study to 

determine market needs for more flexible space, 

lower maintenance costs and similar problems 

aggravated by present practices. 

c. Translation of user requirements into 

specifications which can then be tested in the 

development of new materials and sub-systems. 

While this is largely a technical job involving 

engineering and architectural skills, it is based 

on standards which have been accepted by the 
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important groups involved in the consortium, 

including low-income residents and construction 

unions. 

d. Contracting with developers of lowest-cost 

sub-systems to supply for the entire $100 million 

market. 

Financing arrangements of mortgage insurance agencies 

are not geared towar.d present housing needs and, con­

sequently, do not permit a constant flow of investment 

into housing. Despite the increased necessity for multl­

family housing starts, FHA's primary concern has remained 

with the construction of single-family, owner-occupied homes. 

Although the number of multi-family housing starts 

from 1960-1966 rose from 257,000 to 426,000 units, or from 

21% to 34.9% of all housing starts, FHA never handled more 

than 15% of these units per year and during the last two 

years accounted for only 8%. 

In addition, FHA underwriting proc~dures are oriented 

toward "prudent investment," and administrators are reluctant 

to assume even minimal risks. {See Table 1, page 11.) 

Because FHA·shows no evidence of becoming responsive 

to present housing needs, we recommend: 

Separation from the Federal Housing Administration 

of all multi-fa~ily housing mort~age operations 
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aimed primarily at specific social-welfare objectives 

(such as providing integrated housing or housing 

for low-income or ghetto;families) and creation of 

a new agency to administe!r these programs. 

In all Federal housing programs, processing of applica­

tions involves excessive red-tape and inordinate delays. 

Grant mechanisms are characterized by over-centralization, 

excessive programmatic detail and administrative rigidity. 

This is true for the programs of FHA, public housing and 

urban renewal as well as other HUD programs. If our 

strategies for housing are to be implemented now, then 

steps to change these mechanisms must be begun. 

We believe that the recommendations we make in Section I. 

of the complete Report are particularly relevant to the 

area of housing. For nowhere else in the Federal structure 

are programs characterized by as much fragmentation, delay 

and frustration as in housing. Without considerable loosen­

ing and redirecting of Federal housing ?rograms they will 

continue to play a minor role in dealing with the housing 

needs of the urban poor. 
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TABLE l 

SUMMARY OF MULTI-FAMILY PROJECT MORTGAGE INSURANCE OPERATIONS THROUGH 1966 

MORTGAGE INSURANCE TERMINATED BY MORTGAGES 
TITLE . MORTGAGES INSURED ASSIGNED TO FHA & PROJECTS ACQUIRED BY FHA 

Number Units Amount Number Percent Um.ts Percent Amount 

207 1,905 230,311 2,812,688,321 202 10.60 26,145 11.35 292,697,815 

:HJ S & M 1,951 112,625 1,439,276,778 69 3.54 7,721 6.86 122,046,651 

220 259 54,358 943,336,744 31 11.97 6,203 11.41 97,897,951 

221 MR 141 17,496 190,819,617 37 26.24 5,018 28.68 46,149,709 

221 BMR 399 52,282 651,230,200 9 2.26 1,280 2.45 14,074,100 

231 233 37,817 468,067,577 42 18.03 9,349 24.72 109,854,767 

232 420 38,965 254,835,675 18 4.29 2,373 6.09 13,649,779 

233 7 745 8,599,700 

234 10 1,099 14,642,200.1 

608 WAR, VEH 7,067 469,589 3,448,376,960, 942 13.33 64~310 13.69 459,200,848 
& 608-610 

611 25 1,984 11,990,630 

803 MH 274 84,883 683,142,510 33 12.04 6,092 7.18 46,8]9,903 

803 ASH 892 120,560 1,918,263,402 24 2.69 2,866 2.38 46,770,82:i 

810 19 2,468 26,928,994 6 31.58 548 22.20 4,788,400 

908 97 8,485 63,426,605 39 40.21 2,840 33.47 21,055,712 
N 
C) Titla X 1 88 226,000 
..r 

Total 13,700 1,194,702 _12,935,851,913 1,452 10.60 132,372 11.08 1,275,006,458 

.... 
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Prepared for the Cities Task Force 

by 

Brad C. Frederic 

Staff Consultant 

20G 



I. THE PROBLEM 

our model of population distribution uhder the 

enrichment strategy!/ assumes that new jobs will become 

available as needed for about 200 thousand job training 

graduates per year. This does not include job require­

ments that might arise from a redirected AFDC enrichment 

program. 

The evidence we have indicates the existence of 

20 million jobs in central cities as of 1968, compared 

with a total population of 57.4 million. The comparable 

numbers in 1960 were 22.3 million jobs and 57.5 million 

total population. Thus the central city job market has 

suffered a 10 percent reduction over the last eight years, 

while the population it supports has remained approximately 

constant. 

A simple linear extrapolation of this trend to the 

next 15 years implies a situation where 16 million jobs 

are supporting 55 million people. Even if we assume the 

68 ratio of jobs to population as an acceptable standard, 

1/ The Task Force has defined the enrichment strategy 
as follows: Federal resources applied to the poor 
population in central cities in sufficient quantity 
and variety to bring their standards of life and 
options for employment~ education, and recreation 
up to certain minimum levels consistent with those 
in the mainstream of American life. The application 
of such resources will be sufficient to insure attain­
ment of these standards within 15-20 years. 

2n~ 
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this means a job deficit of 3 million by 1~83, without 

enrichment. 21 Enrichment widens the gap to 6.5 million. 

Even if the present number of jobs holds constant over the 

next 15 years, under enrichment an additional 3 million 

will still be required. 

This numerical requirement for new jobs is actually 

an understatement. The trend in the mix of jobs available 

in central cities is running counter to the mix of skills 

which will likely be available. (See Table 1.) Since 1950, 

the percentage of manufacturing jobs has declined by one 

third. This has been compensated by a rise in services, 

but the jobs involved are predominantly for professional 

and white collar workers. The major opportunities for 

poor workers, even when they have been trained, are 

occuring mostly in the lo~-paid service areas. 

The conclusion seems inescapable: Pursuing a 15 year 

enrichment program as we have outlined it will require the 

development of between 3 and 7 million suitable new jobs 

for central city residents. 

y Our assumption here is conservative. Unemployment in 
cities in 1960 was about 6%, as compared with about 
5% in the remaining U.S. This indicates that a genuine 
job~deficit existed in cities, even as early as 1960. 
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II. ALTERNATIVES FOR JOB DEVELOPMENT 

There are two basic approaches to jobs in any given 

locale. Jobs can be brought to people, or people can be 

brought to jobs. 

The first approach emphasizes new investment in the 

desired area and operates within the framework of public 

works, loan and tax incentives, technical assistance, and 

skill improvements of the existing labor force. 

Federal investment in public works probably cannot 

furnish permanent jobs in the numbers required here. But, 

a properly constrained public works program in cities can 

provide a point of entry for Negroes and other discriminated 

minorities into the various construction trade unions. 

From this standpoint, emphasis on public works in cities 

even beyond normal proportions seems warranted. 

Programs to attract the manufacturing sectors into 

cities seem to hold little promise. Lindley~/ has listed 

four factors which discourage both new and continued 

investment in central city by such industries: 

1. Changing Location Factors - With the advent of new 

kinds of goods produced, and improved transportation, 

the traditional criteria of market proximity and raw 

~/ J. Lindley, "The Economic Environment and Urban Development,"­
presented at the 8th Annual Conference Center for Economic 
Projections, April 28, 1967. 
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materials availability have been de-emphasized. 

Equally important now is the availability of 

amenities, such as recreational facilities, good 

school systems, etc. 

4 

2. Changing Industrial Technology - As industries 

using unskilled and semi-skilled labor become 

increasingly mechanized, the tendency is away from 

production techniques which can be accomplished in 

space-limited city structures. The evolving require­

ment is for extensive plants and land sites. 

3. Transportation - As the circumferential highway 

networks around major cities are being completed, 

with radials into the city, many urban industries 

are moving to the suburbs. It is now easier to 

• serve a large urban area from its rim than from its 

congested center. 

4. Costs of Services - The growing poverty and social 

instability in cities means rapidly increasing costs 

for public services. In turn, either taxes must 

increase or the quality of service must decrease. 

The effect of either on investment decision is 

obvious . 
. 

Of these four, only the last factor could possibly be 

neutralized. Even then, the other three probably still 

continue to militate against city manufacturing investment. 
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. 
The most attractive alternative for bringing jobs to 

people lies in t.he service sector. Job growth in this 

sector, even without Federal encouragement, has been 

impressive; the number of service positions in cities has 

increased by over 25% since 1960. More important, this 

job market is precisely the one where the "new careers" 

approach has its greatest potential. Experiments are now 

underway with non-professional aides in teaching, police 

work, corrections, recreation, mental health and similar 

t . . . 4/ ac 1.v1.t1.es.-

We are in favor of developing these approaches to jobs 

in central cities. But, although we have done no detailed 

analysis, it seems intuitively clear that some time must 

pass before such measures will supply jobs in the full 

amount required. For more immediate results, we must look 

to the strategy of bringing people to jobs. 

It is a well documented fact that job opportunities 

in suburbs are growing more rapidly than population. The 

rate of surplus appears to be about 100 thousand new jobs 

per year. 5/ By and large, these new jobs match the evolving 

job requirements of the central city under enrichment. 

G. L. Mangum, Government as Employer of Last Resort, 
(draft copy), Ford Foundation, no date given. 
Memorandum for the President, "Recommended FY 68-72 
Economic Development Assistance Programs," pp 23-26, 
Dept. of Commerce, March 8, 1967. 
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The obstacles.to this match are urban ~iscrimination 

on.the one hand and deficient transportation on the other. 

Although we believe in dispersal as an ultimate goal, we 

have· already admitted the impossibility of achieving it 

immediately at a level sufficient to alleviate the envi­

sioned job gap. The alternative is a massive increase in 

central city-to-suburb transportation capacity, at least 
I 

sufficient to absorb the suburbian job surplus. 

A program of this sort, in consonance with expanded 

job training in central cities, would be attractive from 

several standpoints: 

1. The technology is already available - Given demand 

and city characteristics, the design of a transporta­

tion system to fit them would be a relatively straight­

forward matter. Such a system could have both public 

and private components, with the particular mix 

depending on the particulars of trainee demand. 

2. The time lag between inception and results would 

be short - Because technology is in hand, and sub­

urban jobs are already available, the time-to-pay 

off would just be the relatively short time necessary 

to bring such systems into operation. 

3 .. A full range of job types would be provided -

Most job development programs aim at particular types 
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of jobs. Transportation to the suburbs would uncover 

a much broader spectrum. In turn, this could motivate 

less narrowed job training programs in central cities. 

4. The costs per job should be low - Transportation 

particularly is a type of enterprise that lends itself 

to private development under Federal incentive. The 

existence of a "guaranteed" market of itself would 

act as such an incentive. Some additional financing 

might be required, but total cost to the government 

could still be as low as $500 per job "created." 

. This is well below current EDA estimates for other 

job development activities. 6/ 

5. The requirement for jobs would be translated to 

areas where other job creation programs could work 

more effectively - The EDA is confident of its ability 

to produce new jobs in less restricted suburban 

areas. Bringing central city people to these areas 

would motivate more extensive use of these tools to 

the extent that the entire job gap might eventually 

be eradicated. 

Beyond these tangible factors, there is the political 

picture that might emerge. It can be argued that improv~d 

transportation of the kind recommended would tend to 

~/ Ibid, pp 31-38 
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further "lock-in" the central city ghettos. ·we do not 

deny that possibility, but we think it more likely that 

this approach would aid integration rather than hinder it. 

The same principles of personal contact that motivate pro­

grams to place minority children in affluent schools should 

operate here as well. The day to day job contact between 

discriminator and discriminated would do more in breaking 

down racial and economic barriers than anything else we 

can conceive~ 

III. SUMMARY OF RECOMMENDATIONS 

In summary, our job development recommendations under 

an enrichment program are these: 

1. That all public works investment be designed to 

promote minority group membership in the various 

construction trade unions. 

2. That new investment by the service industry be 

actively promoted and that labor substitution programs 

such as the Scheuer Sub-Professional Career Act be 

given fullest support as a means for developing new 

jobs in cities. 

3. That a massive program be organized for transporting 

central city slum dwellers to the suburbs on a day 

to day basis. This program can have both public and 
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private transportation components, and.should be 

designed for maximum private participation. 

9 

4. That, in consonance with 3., current job develop­

ment efforts in suburbs should be expanded to maximum 

extent. 
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TABLE 1 

EMPLOYMENT IN.CENTRAL CITIES 

Job Category Percentage Distributions~/ 

1950 1960 1965 

Manufacturing 45 35 30 

Wholesale/Retail 20 25 25 

Servicesb/ 25 35 45 

Otherc/ 10 5 0 

Total Employed (mill) .23.8 22.3 21.0 

y The values shown for 1950 and l960 are based on 8 cities 
representing a 17% sample. Va°lues for 1965 are based on 
2 cities representing a 2% sample. 

b/ "Services" in 1960 were about 25% blue collar (hotel, auto 
repair, recreational, and personal) and 75% professional 
and white collar (public administration, medical and health, 
legal, educational, cultural, etc.). 

c/ "Other" is primarily construction. The zero percent in 
1965 is due to rounding. 

d/ Sources: 1) County and City Data Book 1962, U.S. Dept. 
of Commerce, Bureau of the Census, June 1962. 

2) County and City Data Book 1959, U.S. Dept. 
of Commerce, Bureau of the Census, June 1957. 

3) Characteristics of the South and East Los 
Angeles Areas November 1965, U.S. Dept. of 
Commerce, Bureau of the Census, Series P-23, 
No. 18, June 1966. 

4) Characteristics of Selected Neighborhoods in 
Cleveland, Ohio: April 1965, U.S. Dept. of 
Commerce, Bureau of the Census, Series P-23, 
No. 21, January 1967. 
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THE GRANT-IN-AID SYSTEM 

In the absence of a conscious break in national 

policy, the massive federal effort needed to overcome 

the problems of central cities will be financed largely 

by programiaatic grants-in-aid. In theory, the 

categorical grant is an ingenious method of nationally 

financing state and local·activities. Through grant 

programs, Congress can set priorities, isolate problems 

of national concern, focus national resources, and 

secure compliance with national administrative and 

program standards. Matching requirements insure state 

and local financial participation; while redistributing 

national resources by relating federal aid to fiscal 

need and capacity. 

In practice, however, the categorical grant-in-aid 

has become an increasingly ineffective means of focusing 

federal resources on urban problems. Over the years, new 

grant, loan, and loan guarantee programs have proliferated 

at an ever-increasing rate; each developed as a specific 

response to a particular problem of urban growth and 

change. Both Congress and the federal executive contribute 

to the piecemeal development of urban grant programs yet 

none of Congress' standing committees concerns itself 

210 
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primarily with urban problems. Nor has the score of 

fe~eral department and.agencies with major urban 

responsibilities developed a comprehensive national 

policy for the cities. 

2 

Once established, each program area tends to create 

its own set of specific program goals and controls, a 

close relationship with a specialized clientele and 

congressional committee, and a narrow perspective on the 

problems of cities and suburbs. 

The inevitable result of this process has been an 

extremely categorical, fragmented, and complicated 

approach to urban programming. Because they seek to 

achieve general policy objectives through detailed program 

controls, most ft~deral programs are characterized by 

overcentralization of detail, administrative rigidity, 

long delays in pr~cessing applications, multiplication 

of required consents, failure to innovate, and lack of 

responsiveness to specialized local needs. Over time, 

the number and complexity of controls over grant-in-aid 

programs has increased. As the conditions and allocation 

formulas of each program have become more complex, 

administrative costs have mounted. 
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Neither the record nor the potential of existing 
. . 

in~truments for securing inter-agency coordjnation of 

grant programs is impressive. Bureau of the Budget 

intervention, inter-agency committees, the metropolitan 

expediter, HUD's convenor order, the CEO experience and 

the neighborhood centers program indicate that 

substantial coordination cannot be achieved at the 

federal level given the constraints of the present system. 

A further shortcoming is the failure of the Federal 

government to build sufficient flexibility and opportunities 

for state and local initiative and innovatlon into the 

aid structure. Many of the problems of large city ghettos 

are quantitatively and qualitatively different from those 

of the poorer neighborhoods of smaller cities. Solutions 

to many of our mast vexing urban problems are neither 

obvious nor universally applicable. Yet relatively few 

Federal programs permit the development of locally­

determined strategies for cities and metropolitan areas. 

They often stifle local initiative and experimentation 

because of their preemptive impact on local budgets. 

When Federal programs are not relevant to the judgments 

of local officials concerning local priorities, the 

availability of "free" Federal money inevitably distorts 

local programming. 



It ha.s become increasingly difficult to focus 

federal money on urban problems and policy goals which 

crosscut numerous categories of federal assistance. 

From the local perspective, perhaps the most 

frustrating characteristic of the grant system is the 

long period of time that elapses between application 

for federal assistance for a local project and actual 

receipt of the money. The processing time problem is 

especially severe in a number of HUD programs, 

particularly in FHA financing of multi-family housing 

and URA funding of renewal projects. Further delays 

4 

often are caused by the fact that requirements change 

while the application is pending requiring the submission 

of a new application based on new data. 

These problems are compounded by the fact that a 

single local program may require several different 

federal grants, each with its own set of requirements 

and regulations. Cities, as a consequence, confront 

delay and confunion in the funding of their programs; 

they suffer from the inability of federal agencies to 

work together in co~bining ~elevant federal programs for 

urban areas. 
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The burdens of an already overloaded system of 
. . 

intergovernmental relations have been multiplied by 

the rapid expansion of Federal domestic responsibilities 

during the past seven year. Between 1960 and 1965, new 

and enlarged assistance programs produced a 56 per cent 

increase in Federal aid to state and local governm~nts. 

As a result of this expansion, $14.7 billion in assistance 

in 250 programs will be funneled through the Federal 

system in the current fiscal year. Most of the new 

programs are categorical and involve detailed Federal 

program controls. In an effort to advance laudable 

national policy goals, such as metropolitan coordination 

and highway safety, additional detailed requirements 

have been imposed on existing programs. The net effect 

has been to complicate.further the bureaucratic maze that 

stands between Federal resources and urban problems. 

New approaches which stress innovation, flexibility, 

and a multifaceted attack on urban problems also are 

caught in the suffocating embrace of the existing system. 

In its stress on local innovation and flexibility, the 

Model Cities Program represents a welcome departure from 

the rigid programmatic approach. By emphasizing systematic 

planning and coordination of Federal operations Model 

Cities·promises to reduce overlap and duplication of 
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effort. The program also provides a potent~al source 

of.flexible funds which may be used imaginatively to 

discover new approaches and ideas for solving urban 

problems. 

The greatest threat to the promise embodied in the 

Model Cities concept is funding and coordinating the 

6 

many separate Federal programs that comprise a Model 

Cities package, each with its own restrictive regulations, 

specialized administrative practices, and narrowly 

defined goals. Mayors must conduct a substantial number 

of separate negotiations with many. Federal agencies in 

order to implement a comprehensive model neighborhood 

program. They also must finance the different components 

of their program with funds from agencies which operate 

on different timetables, a problem compounded by the delays 

in funding in some Federal aid programs. Model Cities 

standards are added to those required by the component 

programs without any compensating simplification of the 

approval process. Innovation, flexibility, and 

coordination are easil~{ stymied by a process whose 

practical effect is to pyramid requirements, multiply 

consents, and increase the time lag in bringing resources 

to bear against problems. 
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The growing capability of state and local government 

to take advantage of Federal programs is intensifying the 

grant-in-aid problem. The rapid rise in the demand for 

public services and the depletion of state and local tax 

resources have increased the attractiveness of Federal 

grant programs. A host of national groups, as well as 

new state agencies such as New Jersey's Department of 

Community Affairs, have increased awareness of Federal 

programs in many cities. And across the Nation, local 

capabilities in the "grantsmanship game" have been 

enhanced by focusing responsibilities for securing .grant 

programs in the office of the mayor. or with a development 

coordinator or administrator. 

A projection of a continued rapid increase in the 

number and size of grant programs coupled with the 

anticipated massive surge in demand points to a situation 

in.the not-too-distant future which easily could overwhelm 

the Federal system. Despite the substantial accomplishments 

of some grant programs, and the strong agency, t::lientele, 

and congressional pressures for a continued reliance on 

the programmatic grant approach, it is doubtful whether 

this overburdened system can manage the new efforts needed 

to move the ghetto resident into the mainstream of American 

society. 

225 



Alternative Approaches 

The resources needed to come to grips with the 

problems of central cities must come from Federal 

revenues. If the present grant-in-aid structure is 

inadequate, the problem becomes one of determining the 

best _new institutional framework for distributing 

Federal tax resources while permitting the national 

government to insure that national priorities and 

standards are met in an effective attack on urban 

poverty and segregation. Two broad alternatives are 

worth examining in some detail: a more centralized 

system involving substantial direct Federal involvement 

in the administration of these programs, and a system 

of revenue sharing. 

A More Centralized System 

In many areas of national concern, the Federal 

government directly administers programs. These areas, 

however, share certain attributes which make it both 

feasible and desirable for the Federal government to 

play this role. When a substantial research and 

development program precedes actual operation of a 

facili~y, the Federal government enjoys a comparative 

advantage over the states and localities - in part, 

because of its comm~nd over resources an<l technically 

8 
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sophisticated personnel. The same reasoning applies 

when an expensive infrastructure must be built. Also, 

if a program requires substantial innovation and 

experimentation, Washington is financially and politically. 

better equipped to absorb the inevitable risks involved 

than are its state and local counterparts. Thus, the 

Federal government has become the developer of the high­

speed rail system between Boston and Washington. And, 

the technical expertise of the Army Corps of Engineers is 

required to construct flood control projects and rivers 

and harbors improvements. 

In areas where the actual administration of an 

ictivity has wide-ranging and direct national importance, 

Federal control or cl6se supervision is also necessary. 

FAA operates the air traffic control system because of 

the importance of close coordination across the entire 

Nation to air safety. Other areas such as the control 

of air and water pollution m~y require direct Federal 

administration and controls. This is true in large 

part because of the inability of state and local 

governments to muster the political resources necessary 

to require industry to conform to costly regulations. 
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In sum, where a great deal of technological . 
innovation, expansive infrastructure, and/or national 

coordination is required, there is a strong case for 

a hi_gh degree of direct Federal involvement in the 

operation of programs. This is not the case with most 

of the measures needed to cope with urban poverty and 

segregation. 

No single "national" strategy for ghetto enrichment 

or integration could possibly deal adequately with 

problems as diverse as those encountered in the slums of 

Harlem, Hough, Watts, and Englewood, N.J. The very size 

of the United States, the diversity of its people, and 

the variety of its state and local political systems, 

all argue against a highly centralized administrative 

regime. 

Political considerations also reduce the feasibility 

of direct Federal administration of urban programs. 

The roots of political power in the United States are 

deeply embedded in the states and localities. Both 

political parties are highly decentralized; they usually 

respond to pressures from the bottom rather than those 

from the top. The party system and the local orientation 

of the members of Congress have been in large p~rt 

responsible for the significant role of state and local 

governments in national programs today. Congressmen and 

,.. 
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senators have insisted that states and localities share 

responsibility in national programs; and this strong 

tradition of localism is a political reality which one 

ignores at considerable peril. As the late Morton 

Grodzins noted, "States and localities, working through 

the parties, can assume that they will have an important 

role in many national programs; that is to say, there 

will be few domestic all Federal programs." Any attempt 

to reduce the importance of state and local units of 

government in programs of traditional local concern, 

such as housing, urban renewal, education, manpowe~, 

welfare, and police protection will be strongly resisted. 

Revenue Sharing 

Another alternative is revenue sharing. Under the 

Heller-Pechman proposal, the Federal government would 

distribute 1 to 2 per cent of the Federal individual tax 

base to the states on the basis of population with "next 

to no string~ attached." Although Heller and others 

envisage revenue sharing as a supplement to the existing 

Federal grant-in-aid structure, most of the legislation 

submitted in the 90th Congress anticipates that revenue 

sharing would at least partially replace programmatic 

_grants-in-aid. 
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The primary attraction of revenue sharing is that 
' . 

it.provides a direct means of using the Federal income 

tax to finance state and local expenditures. These 
< 

expenditures are increasingly difficult to maintain out 

of state and local revenues. Revenue sharing, in effect, 

would substitute the revenues derived from an efficient 

and progressive tax source for increases in relatively 

regressive and inefficient state and local taxes. 

Revenue sharing promises to reduce pressure on the state 

and local tax base. This benefit might be particularly 

important to poorer areas if an equalization formula 

were applied, and a substantial amount of the Federal 

revenues "passed through" the states and reached hard­

pressed local governments. 

As an alternative to other forms of intergovernmental 

transfers, however, the advantages of revenue sharing are 

less impressive. If Federal grants-in-aid were cut back 

simultaneously with the adoption of such a plan, little 

of the fiscal pressure on the states and localities would 

be relieved. Unless a stated percentage of these funds 

were required to be at the disposal of local governments, 

they might find themselves with reduced resources for 

combating urban problems. Such appreh€nsion is reflected 

in the 1965 AFL-CIO resolution which stated that the 

AFL-CIO "opposes any aid via uncon<litional Federal grants 
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with no strings attached. Under this proposal, 

p~oportionately too much aid would go to the wealthier 

states and none to the hard-pressed cities . II 

In addition, ~evenue sharing would sacrifice one 

of the great advantages of grants-in-aid, the use of 

intergovernmental transfers to advance nationally 

determined priorities and programs. If national 

resources are to be focused on the ghettos, some sort 

of grant-in-aid system is needed to earmark funds for 

this purpose. Through block grants such focusing can 

be achieved while leaving almost as much ~corn for local 

initiative as would exist if untied funds were made 

·available. With such grants the Congress and the 

Administration could be relatively sure that the funds 

were being used for a purpose designated by them as one 

of crucial importance. 

Finally, grants-in-aid are needed if national 

standards are to be enforced. If states and localities 

could claim a stated percentage of Federal resources as 

a right and if this source of revenue largely replaced 

that from Federal grants-in-aid, national standards 

13 

would be extremely difficult to enforce. Given the 

potential for influencing the general direction of state 

and local government policy, with grants tied to national 
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priorities and standards, revenue sharing appears to be . 
an.inferior alternative to a flexible an~ less 

programmatically oreinted grant-in-aid system. 

Overhauling The Grant-In-Aid System 

Despite the weaknesses of the present system, the 
I 

grant-in-aid continues to provide the most attractive 

means of increasing Federal involvement in the problems 

of the ghetto. Of the various alternatives, only the 

grant-in-aid can secure the desired combination of: 

(a) maximizing the use of the national tax system; 

14 

(b) focusing resources according to national priorities; 

(c) insuring that minimal national standards will be met 

throughout the Nation; and (d) providing as much 

flexibility and innovation as possible at the level of 

implementation. 

The problem, then, is not to replace the grant-in-aid, 

but to rescue it from the deficiencies of the programmatic 

approach. Within existing grant programs, it is absolutely 

essential to streamline and simplify the distributive 

mechanisms. Instead of extending and expanding categorical 

aids, new approaches should stress consolidation, 

decentralization, and flexibility. 
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Reform of the programmatic grant-in-aid structure 

is a necessary first step if Federal resources are to 

be effectively focused on our most pressing urban 

problems. But these necessary changes will not be 

sufficient to permit the Federal system to function at 

maximum capacity in the critical years ahead. To make 

Federal aid an effective and flexible instrument of 

national policy requires a substantial reori~ntation 

of roles and responsibilities in the Federal system. 

15 

The Administration began this task with the development 

of the poverty and Model Cities programs. The time has 

come to expand the application of these concepts through 

the development of highly flexible, locally-based systems 

of grants-in-aid which substitutes general purpose 

assistance for programmatic grants and national performance 

standards for detailed ,program controls. 

The following proposals have been designed to permit 

the partial application of these concepts. The implementa­

tion of them may be staged over time,. with the most 

promising program areas selected for initial treatment. 

It also will be possible to retain Federal program standards 

in those areas where such controls are deemed in the 

national interest. 
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Internal Program Reform 

The first step in overhauling the grant-in-aid 

system is to simplify application, processing, and 

review procedures in all grant programs. In general, 

internal program reform should seek to: (a) simplify 

application procedures through the development of 

standardized methods; (b) reduce sharply the time between 

application and approval or rejection of a grant request; 

(c) reduce multiple consents; (d) check the trend toward 

pyramiding requirements; and (e) employ standardized 

review and audit procedures. General responsibility for 

the streamlining of grant program procedures should be 

lodged in the Bureau of the Budget. 

Grant Consolidation 

Program proliferation is one of the major weaknesses 

of the existing grant system. Whenever possible, new 

grant programs should be merged with existing programs. 

Consolidation of related grant programs, along the lines 

of the Partnership in Health Act of 1966, should also be 

given high priority. Grant consolidation promises to 

ease the problems of inter-program and inter-agency 

coordination. Equally important, it promises to reduce 

the number of separate negotiations which state and local 

governments would have to carry on in order to design 

relatively comprehensive local programs. 
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Intra-Agency Grants 

Closely related to the idea of grant consolidation 

is the intra-agency grant, which involves consolidated 

applications for two or more related grants administered 

within a single department. Such intra-agency grants 

would permit a state or local agency to deal with a 

single representative of the appropriate department when 

applying for related grants. Implementation of this 

proposal requires the establishment of an intra-agency 

grant office within each department, preferably in the 

office of the secretary. The intra-agency grant office 

would process applications for intra-agency grants, 

coordinate the review of applications with the appropriate 

agencies within the department to insure that program 

standards were being met, and act as the final granting 

authority, subject to appropriate review at the departmental 

level. 

Statutory provisions of individual grant programs, 

dealing with such matters as eligibility for grants, 

matching ratios, and program duration, would not be 

altered by the intra-agency grant procedure. In most 

program areas, the establishment of an intra-agency grant 
' 

. mechanism would .not require statutory changes. Respons{-

bility.for the development of intra-agency grant procedures 
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should be lodged in the appropriate departments, with 

the Bureau of Budget coordinating the development of 

standardized application and processing procedures. 

Inter-Agency Grants 

From grant consolidation and intra-agency grants, 

the next logical step is the consolidated funding of 

urban programs that crosscut departmental boundaries. 

To accomplish this, provision should be made for 

consolidated applications for two or more related grants 

administered by agencies in two or more departments. 

Such inter-agency grants would pennit a state or local 

agency to deal with a single Federal agency when the 

Federal grants needed to finance a comprehensive project 

18 

are administered by two or more departments. Implementation 

of this .recommendation requires the designation of an 

agency to receive applications for inter-agency grants, 

to coordinate the review of the application with the 

appropriate agencies to insure that program standards are 

being met, and to act as the final granting authority, 

subject to appeal by the appropriate departmental heads .1 

Legislation to implement this recommendation would not 

authorize the waiver of statutory provisions such as 

eligibility for grants, matching ratios, or progra~ 

duration. 
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Although the inter-agency grant represents a . 
substantial departure from present grant-in-aid practices, 

it is basically an extension of the Model Cities concept. 

The fundamental weakness of Model Cities and other inter­

agency approaches is their failure to simplify the process 

of obtaining Federal consents. The inter-agency grant 

overcomes this weakness by authorizing one Federal agency 

to "spend" the appropriations of other agencies, piovided 

that the consolidated local application meets the require­

ments of the component grant programs. In the light of 

the Model Cities and OEO experience, it is clear that the 

inter-agency gr~nt approach is a minimum condition for 

success in the Model Cities and other inter-agency programs. 

Inter-agency grants would permit cities to reduce the 

number of separate transactions necessary at the Federal 

level and enable them to develop more realistic timetables 

for implementing different components of their programs. 

Performance Standards 

Another key step towards greater flexibility in the 

Federal system is the substitution of performance standards 

for detailed program controls. Washington's almost 

obsessive concern with detail has vitiated one of the 

great virtues of the grant-in-aid approach -- the setting 

of national standards. Because performance standards 

move away from the complex mechanism of programmatic 

grants, they offer a means of reviewing the national 
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standards objective of the grant-in-aid. Equally 

important, performance standards, especially if coupled 
. 

with some form of block grant, promise to stimulate 

local initiative. 

20 

• Performance standards should be simple, general, 

quantifiable where possible, and applicable to a wide 

variety of contexts. They should relate to general 

societal goals rather than to specific program objectives. 

Given the compelling need ~or ghetto enrichment and 

integration, national performance standards should focus 

on these goals whenever possible. Thus, a housing 

performance standard might be the proportion of sub­

.standard dwelling units within a jurisdiction, not the 

number of public housing units. Other performance 

standards suggest themselves readily: proportion of 

families with incomes below the poverty level: unemployment 

rate; proportion of children reading below grade level; 

and proportion of Federally-assisted housing within a 

municipality or metropolitan area located in integrated 

neighborhoods. 

The transition from program to performance standards 

requires a great deal of research, experimentation, and 

evaluation. The translation of general policy goals into 

viable-performance standards raises vexing problems 

concerning both what is being sought and what is being 
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measured. High priority should be given to the 
. 

development of a complete set of meaningful national 

performance standards, perhaps by an inter-departmental 

committee headed by the Director of the Bureau of the 
. . 

Budget. In addition, funds should be made available to 

selected cities and states to experiment with the 

development and application of performance standards in 

a wide range of program areas. 

21 

Despite the problems inherent in developing viable 

national performance standards, particularly in areas 

wh~re output is difficult to measure, the advantages of 

performance standards clearly outweigh their shortcomings. 

They can be developed and applied selectively, beginning 

in those program areas where standards are most apparent 

and most appropriate. More important, performance 

standards are the key which opens the door to a variety 

of _block grant approaches which permit the flexible use 

of Federal funds at the state and local level for purposes 

consistent with national priorities. 

Functional Pooling 

The substitution of performance standards for program 

controls should be accompanied by the pooling of funds in 

existing grant programs. An essential first step in 

pooling is the establishment of functional pooling 

arrangements which permit the unrestricted use of funds 
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in a general functional area, such as housing, manpower 

training, health, or transportation. In the case of 

housing, public housing, urban renewal, and rent 

22 

supplement funds would be pooled, creating a functional 

block grant which the appropriate local or state agency 

could employ to implement a comprehensive housing program 

designed to overcome housing deficiencies expressed in 

terms of the national housing performance standards, such 

as proportion of substandard dwelling units and proportion 

of publicly assisted housing units in integrated neighbor­

hoods. All programmatic restrictions would be removed 

from the use of pooled funds. Thus, funds derived from 

the public housing program might be. used to finance rent 

supplements, rehabilitation, code enforcement, or some 

other locally devised strategy designed to overcome 

housing deficiencies. In effect, this proposal envisages 

an _expansion of the conditioned block grant concept that 

has proved to be extremely successful in the Elementary 

and Secondary Education Act of 1965. 

Where Federal funds are functionally pooled, the 

basic requirement for eligibility should be a comprehensive 

program in the functional a~ea which relates local 

deficiencies and needs to the appropriate national 

performance standards. Comprehensive housing, manpower, 
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health, or transportation programs should b~ developed 

by the appropriate state or local agency. Comprehensive 

programs would specify local deficiencies in terms of 

'national standards, set forth program goals to meet the 

national standards, and indicate in a general way the 

projects to be undertaken to reach the program goals 

during the life of the comprehensive program. When all 
\ . 
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funds functionally pooled are from programs within a 

single agency or department, that agency or department 

should approve the comprehensive program and monitor its 

implementation. When functionally pooled funds are drawn 

from two or more departments, a single Federal agency 

should approve the comprehensive program and monitor its 

implementation, using ~rocedures similar t~ those which 

would be employed in intra-agency grant administration. 

General Pooling 

The concept of pooling, or block grants conditioned 

on national performance standards, should not be 

restricted to functional areas such as housing, 

transportation, or health. As recognized in the Model 

Cities Program, urban problems, particularly those in the 

ghetto, do not fall into neat fuctional categories. As a 

conseq~ence, provision should also be made for the pooling 



of Federal funds across functional lines. Under this 

type of arrangement, some or all of the Federal aid 

flowing into a neighborhood, community, .municipality, 

county, metropolitan area, or state would be pooled, 

with all programmatic restrictions removed from the use 

of the pooled funds. 

Eligibility for general pooling should be based on 

the preparation by the appropriate local or state unit 

of a general development program based on national 

performdnce standards. General development programs 

would be similar to the comprehensive functional programs 

discussed above, except that their scope would be 

broadened to include all the relevant program areas from 

which funds were derived. In its most inclusive form, 

the general development program would be a local master 

plan for human and physical resource development. Its 

priorities would be substantially determined by national 

standards; while its means of implementation would be 

determined by the appropriate local or state officials. 

As in the case of inter-agency grants and functional 

pooling across departmental lines, the general pooling 

proposal necessitates the designation or creation of a 

primary Federal urban agency to approve general develop­

ment programs and fund and monitor their implementation. 

The alternative means for securing this essential 

capability are discussed in detail below. 
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General Purpose Grants 

From general pooling, it is a short step to the 

development of a program of general purpose assistance 

to local and state governments. General purpose grants 

have a number of advantages. They provide an effective 

means of enhancing local implementation and flexibility. 

Through general purpose grants_, the Federal government 

can promote the use of national performance standards. 

They also can be used to relate the flow of Federal aid 

to the level of local deficiencies. Finally, by employing 

general purpose grants as incentives, they can be used to 

secure local and state commitment to comprehensive 

·functional programs and general development programs 

focused on ghetto enrichment and integration. 

General purpose grants are probably best related to 

local deficiencies through formula grants related to need 

and capability. An equalization formula to accomplish 

this purpose could be based on population~ per capita 

income, tax base, tax effort, and perhaps other measures 

of social, economic, and infrastructure deficiencies. 

Deficiency grants could be made available on a conditional 

or unconditional basis. Given the high priority attached 

to reaching national minimum standards and attacking the 

problems of the ghetto, there is a strong argument for 
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conditioning deficiency grants on the preparation and 

implementation of a general development program. Such 

grants could then be used for any public purpose 

consistent with a_general development program. Under 

this approach, eligibility for deficiency grants would 

be determined by the principal Federal urban agency 

through its approval of a general development program. 
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When used primarily as incentives, general purpose 

block grants should be distributed on a non-formula basis 

by the principal Federal urban agency. The availability 
. 

of such grants should enhance the ability of the principal 

Federal urban agency to promote inter-agency grants, 

-pooling arrangements, and comp:i;:-ehensive functional and 

general development programs. High priority should be 

given to the use of these funds as a significant proportion 

of agency incentive grants des~gned to stimulate the 

preparation and implementation of general development 

programs which give high priority to the goals of ghetto 

enrichment and integration, especially the latter. When 

used in this fashion, the magnitude of the incentive grant 

should be related to the level of compliance with national 

standards specified in the general development program. 



The Implications of a Reoriented Federal.System 

The goal of national policy should be a Federal 

system in which block grants provide the money and 

incentives to secure locally-designed programs consistent 

with national priorities and standards and focused on 

ghetto deficiencies. If the Federal system is to be 

moved in this direction, three requisites must be met. 

First, the capabilities of local and state governments 

must be enhanced. Second, Federal responsibilities for 

urban policy and the administration of grant programs 

must be focused. And third, the magnitude of the Federal 

commitment to overcoming ghettc, problems must be 

significantly increased. 

Strengthening Cities and States 

The effectiveness of the Federal system ultimately 

depends on the actions of the local and state governments 

that.implement grant programs. The basic thrust of the 

proposals outlined. above is to enhance the opportunities 

for local and state initiative, innovation, and program 

development, while simultaneously streamling inter­

governmental relations in the administration and 

implementation of grants-in-aid. To make such~ system 

work, the Federal government must pay far more attention 

than it has in the past to increasing the leadership, 

planning, programming, administrative, and technical 
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capabilities of state and local governments: 

Of critical importance is the strengthening of the 

role of governors and especially mayors in the Federal 

aid_process. The state and local executives are the 

only public officials with the potential to mana~e 

effectively a large-scale attack on ghetto problems. 

Elected officials are under heavy pressure to deliver, 
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but their ability to take effective action is seriously 

hindered by administrative weaknesses, fiscal incapacities, 

and functional and jurisdictional autonomy. State and 

local governments are in an unattractive competitive 

position vis a vis the Federal government with respect to 
. . 

recruiting talented staffs. The fragmentation of program 

responsibility among semi-autonomous ·agencies organized 

along narrow functional lines saps the ability of mayors 

and governors to perform the essential executive roles of 

making general policy, setting priori ties, .allocating 

resources, and coordinating implementation. All too often, 

functional -fragmentation and autonomy has been encouraged 

by Federal programs and functionally-oriented Federal 

officials. 
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In implementing changes in the Federal.iystem, the 

Federal government should follow the example of the Model 

Cities Program and seek to maximize the role of the 

~ol~tical executive. Applications for intra- and inter­

agency grants should be funneled through the office of 

the mayor or governor. Responsibility for the development, 

funding, and implementation of comprehensive functional 

programs and general development programs should be lodged 

with the executive. General purpose grants should be 

distributed to state and local governments through the 

political executive; and a proportion of these funds should 

be made available for the purposes of increasing executive 

staff capabilities. 

The experience of the urban renewal, poverty, Model 

Cities, urban planning and other programs indicates that 

increased Federal spending provides the most ef.fective 

method of enhancing the administrative and technical 

capabilities of local and state governments. More Federal 

money increases salaries and opportunities for rewarding 

work. The use of block grant arrangements such as 

functional and general pooling and general purpose grants 

can accelerate this process by widening the scope of state 

and local activities affected by Federal aid, as well as 

heightening the opportunities for challenging positions. 
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At the same time, decentralizing the decisi9nal and 

administrative foci will increase the opportunities 

for talented administrators, professionals and young 

peo~le to find challenging and attractive positions at 

the state and local levels. The Federal government can 

speed this process by increasing technical assistance 
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for training and by fostering intergovernmental exchanges 

of personnel. 

More technical assistance and planning aid to state 

and local governments will be especially important if 

there is to be a rapid implementation of block grants 

tied to the preparation of comprehensive functional and 

general development programs. As a first step, the 

Federal government should finance the preparation of a 

number of comprehensive functional programs and general 

development programs by a variety of local and state units. 

Through such a pilot program, information and experience 

would be accumulated to use in the preparation of national 

guidelines for the comprehensive functional proqrams and 

general development programs. Such assistance should flow 

to mayors and governors; and the program should be 

monitored by the principal Federal urban agency discussed 

in the next section. 
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Focusing Federal Urban Responsibilities 

A reorientation of the urban grant-in-aid system 

along the lines suggested above requires that a number 

of key functions be. brought together in ·a single Federal 

agency which ideally would become the focus of national 

efforts to meet the crisis of poverty and segregation in 

urban areas. This agency's basic tasks would be to 

oversee and coordinate urban assistance programs, and to 

implement and administer the new grant arrangements 
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outlined above. Specifically, it would be responsible for 

~eviewing general development plans and applications for 

jointly-funded urban projects to determine eligibility. 

Once programs were initiated with Federal funds, this 

agency would evaluate and determine whether these projects 

complied with the performance standards which it developed. 

The agency would administer inter-agency grants. It would 

also distribute deficiency and incentive grants. Through 

these and other means it would seek to encourage and enable 

state and local governments to follow national priorities 

and achieve acceptable levels of performance. The primary 

Federal urban agency also would provide technical 

assistance-to the state and local units submitting 

consolidated applications and drafting comprehensive 

function and general development plans. It also would be 

heavily involved in urban experimental and demonstration 

programs. 
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The requisite focusing of Federal responsibilities 

can be achieved in at least three different ways: 

first, these grant and coordinating functions can be 

assigned to an existing department; second, the major 

urban functions can be brought together in a new super­

department; and third, a new agency can be created in 

the Executive Office of the President to perform these 

functions. 

Congress and the President have made HUD the 

principal Federal agency with urban responsibilities. 

Both the Model Cities Program and the regional review 

provisions of the Demonstration Cities and Metropolitan 

Development Act of 1965 assign tasks to HUD which cut 

across departmental lines. If an existing operating 
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line agency were given the responsibilities outlined above, 

HUD would be the most logical choice. An agency within 

HUD could be created to administer the various inter-

agency and block grant arrangements. It would have to 

be given the authority to commit the funds of other 

agencies for approved projects or programs. Un<ler this 

arrangement, HUD also would have to increase greatly its 

capacity to provide technical assistance to state and 

local governments. 
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A number of problems are raised by having an . 
e~isting department, especially HUD, perform this role. 

HUD would have to be given a mandate to enforce its 

decisions over the objections of peer agencies. The 

capacity to commit another department's funds against 

its wishes would obscure the accountability of the 

33 

affected agencies to the appropriations committees and 

undoubtedly would meet with strong opposition in Congress. 

Other potential opponents of such a scheme would be the 

various clientele groups clustered around the existing 

programs and their respective agencies who benefit from 

the system as it is presently constituted. Also, as 

presently staffed, HUD raises serious problems as the 

prospective principal Federal urban agency. Its leadership 

and administrative weaknesses are obvious to the most 

casual observer of its operations. On balance, the 

shortcomings seem to outweigh the advantages of this 

alternative. 

A more optimal institutional framework to accomplish 

the necessary focusing of Federal resources on urban 

problems would combine the agencies and bureaus with 

primary urban responsibilities into a single department. 

Encompassing all Federal activities concerning health, 

education, welfare, housing, manpower training, and 
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poverty, such a department would have a rol~ in urban 

affairs comparable to that of the Department of Defense 

in defense-oriented activities. Within the jurisdictio~ 

of this department, all the Federal programs designed to 

assist state and local governments to confront urban 

problems could be coorodinated. More meaningful national 

standards and performance criteria could be developed and 

employed within the scope of one depar_tmen t than in any 

other context. States and localities would conduct 

negotiations with only one organization in the Federal 

bureaucracy in order to obtain funds for programs consistent 

with an approved general development plan. 

The single department approach has impressive 

advantages. It eliminates the problem created by one 

"equal" exercising authority over other "equals". It 

would combine 80 to 90% of all urban related activities 

and virtually all Federal programs aimed at the ghettos 

in one location where coordination and consolidation 

could be most effectively carried out. The plan also has 

some drawbacks. First, a restructuring of the Congress 

and even, perhaps, a reduction in the number of standing 

committees. Secondly, such a consolidation, with the 

inevit~ble shifts in authority and responsibility which 

would accompany it, would engender a great deal of 

opposition from the constituencies of the existing agencies, 
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as the attempt to include the Federal Maritime Board 

in. the Department of Transportation last summer amply 

demonstrated. 

Assuming that the politicai difficulties inherent 

in creating a new department may be too great to permit 

such a solution, the remaining alternative is the 

establishment of another staff agency within the Executive 

Office of the President. This agency could form~late 

national performance standards and review applications 

for projects combining grants under several programs. 

It could then direct the other agencies to fund the 

approved programs. With the authority of the President 

behind it, the agency could effect the necessary inter­

departmental coordination. The transition from the 

present Federal system to a reoriented one could probably 

be made most smoothly with the capacities of the office 

being expanded as its responsibilities grew over time. 

Nevertheless, the Executive Office alternative has its 

disadvantages. First, it requires creating a new agency 

which, if it is to have the capacity to curry out its 

functions adequately, must have a large headquarters staff 

and regional and metropolitan field offices. Secondly, 

this approach imposes another layer of bureaucracy between 

the President and his Cabinet. Finally, placing such major 

urban responsibilities in another agency would require a 
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reorientation of HUD, perhaps by refocusing its activities 

on.housing and physical development. Yet, on balance, the· 

• Executive Office approach appears to be the most promising 

line of attack at this time. 

254 



't 

37 

A Final Note Concerning Magnitudes. 

Overhauling the grant-in-aid system, strengthening 

local and state government, and focusing Federal urban 

resp'onsibilities are essential if an effective attack is 

to be launched on the spreading cancer of the ghetto. 

But these needed reforms will be insufficient unless there 

is a striking increase in the amount of resources devoted 

to the elimination of the problems of the ghetto. In 

another paper prepared for the Task Force, the annual cost 

of a 15-year ghetto enrichment program is estimated at 

$27 billion. Spending at this level would require a 

three-fold increase over the FY 68 budget's allocation of 

$9 billion. 

The $18 billion "gap" between needs and current 

spending has critical implications for the Federal system. 

Scarcity tends to increase the competition for Federal 

funds. Coritpeti tion breeds complicated procedures, delay, 

the multiplication of consent~, and the other shortcomings 

of the existing grant-in-aid system. Unless adequate 

scale is readhed in an attack·on ghetto problems, the most 

imaginative proposals for change in the Federal system are 

likely to fall far short of their promise. Scarcity and 

competition will quickly complicate the procedural framework. 

Incentives will be insufficient to produce compliance with 

Federai standards. 
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In war, be it a war on poverty, blight, ignorance, 

or.the ghetto, no system can overcome inadequate resources, 

~lthough an effective system can maximize their utiliza­

tion. The goals of equal opportunity and a decent set of 

national minimal standards cannot be attained through a 

competition such as that involved in the Model Cities 

Program or the poverty program. Unless the Federal 

government comes to scale, urban expectations will continue 

to exceed Federal payoffs. Serious problems will intensify; 

and long hot summers will become longer and hotter. 

Without a great deal more money, no amount of tinkering 

with the Federal system will have much impact. 
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The long-Run.Cost of Effective ~rban Programs 

There is no bargain basement that sells social progress at a discount. 

The nation's urban problem. is enormous in its proportions and critical in 

its implications for the public welfare. Re_volutionary_ changes in the 

cities' economics are advocated on every side, but such a rev.olution is. 

never cheap: It has long been recognized that a successful attack on the 

problems of the cities will ultimately require very substantial outlays. 

It will be shown now that the full magnitude of the requisite cost has 

hitherto not been recognized. 

Specifically, it will be demonstrated that the technology of municipal 

services inescapably imposes cumulatively rising costs on local governments 

so that, even if it were decided to keep the.quantity and quality of these 

services to their present levels, costs would rise steadily and persistently 

at a rate significantly more rapid than the rate of increase of costs in the 

remainder of our economy. As a result, even if inflationary forces were 

kept at bay, and though there were no improvement in the services offered 

by our cities and by our suburbs, the budget which is sufficient for them 

today will unavoidably prove inadequate tomorrow, ~nd the budget which is 

required for tomorrow will be insufficient thereafter. 

A second fundamental problem of the urban economy is again not generally 

appreciated, though it has been recognized and is well documented in some 

of the specialized literature. For our cities, there· is no standing still. 

They are enmeshed in a process of cumulative deterioration which one can 

hardly expect to reverse with the aid of current levels of expenditure. 

Such a process of deterioration means that, left to itself, the urban 

economy is likely to run into ever more pressing problems and to attract 
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to itself more apd more of the sources of discontent which pose so serious 

a threat to society. From the viewpoint of urban planning, the process 

of cumulative deterioration has a more immediate consequence: it suggests 

that piecemeal measures are likely to produce effects which are transitory 

at best, and that the improvements they produce are soon likely to be 

swallowed up in the remorseless process of decline. The cumulative process 

is like a giant machine which grinds away at the prosperity and habitability 

of the city. A partial program that tears down a few blocks of slums or 

builds a few schools serves to stop the course of the machine for a brief 

period or, even momentarily, to reverse its engines, but in the long run, 

it is likely to leave little permanent trace. 

Two major consequences follow from these observations. First, it may 

be necessary to undertake a substantial reorientation in our planning 

process. It will no longer suffice to ask whether a proposed program is a 

move in the right direction, or whether it is likely to produce effects 

which are in themselves desirable. If these effects are largely transitory, 

they can only serve to disappoint the people whcse hopes they have stimu­

lated. In the future, one must judge an urban program in terms of its 

ad~quacy, ·determining whether it is indeed sufficient to reverse the 

engines of decay. Only proposals that pass this test can hope to satisfy 

the aspirations of those who design the program and those whom it is in­

tended to serve. The true model city must be The Self-Sustaining City --

• the metropolis that has been served by a program sufficient in magnitude 

and adequate in conception to reverse the process of cumulative deteriora­

tion, a progra~ sufficient to permit the econOIIr'J of the city to enter a 

period of prosperity that will feed upon itself. 
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A second consequence of the preceding discussLon is that a.major 

program of reeducation of the public will be necessary if long-run aspira­

tions for the cities are to be realized. The normal~y and inevitability 

of the rising costs of central city and suburban se"5:'Vices must be recognized 

generally, for otherwise the public_will be unwillL~3 to bear the necessary 

burdens. This process of education may prove no less taxing than that which 

was involved in getting people to accept the necessity of deficits and 

surpluses in the federal budget as essential instnmrents of economic 

stability. Unless the process of explanation is undertaken and carried 

through, the public will continue to ascribe rising local budgets to inef­

ficiency and malfeasance on the part of the publi~ servant, rather than 

recognizing them to be an inescapable consequence cf the technology of 

municipal services. 

Analysis of Rising Municipal Costs. 

To see why municipal costs behave in this way. we must undertake some 

economic analysis, discussing briefly the characterLstics of the production 

of central city and suburban public services. Costs per unit of output of 

th~se services have, as far as can be determined, risen consistently with 

greater rapidity than those in the remainder of the economy. It will be 

seen presently that these rising costs are themselves one of the prices of 

progr~ss in the remainder of the economy. This observation is important, 

for lt means that, while municipal costs will inevitably rise, concomitant 

with that rise there must be an increase in the nation's prosperity, so 

that the publi~ will necessarily be able to afford these costs -- if it 

chooses to do so. 
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The explanation of the behavior of municipal costs is to ~e found in 

the importance of personal services in so great a variety of city and 

suburban activities. In education, which accounts for the bulk of local 

government outlays, no one has found a satisfactory substitute for the 

presence of the teacher directly in communication with the student. Police 

protection ~s most effectively provided by the presence of patrolmen. 

Medical services require direct examination and treatment by trained 

personnel. Examples can obviously be multiplied indefinitely. 

In each of these cases, a decrease in the time devoted by the personnel 

who provide the service poses a direct threat to the quality of the project. 

After some point, larger classes (fewer teachers per student) must mean 

poorer education. A smaller police force reduces the quality of police 

protection, etc. That is, it is in the nature of the technology of local 

government services that they provide very little room for labor-saving 

innovations. In much of the remainder of the economy, notably in manufactur­

ing, the labor component is not directly correlated with the nature of the 

end product. When he purchases an automobile, a television set, or a stove, 

the consumer neither knows nor cares how much labor went into its produc­

tion. 

As a result, it has been possible to provide a stream of innovations 

in manufacturing, which, year after year, have effected a remarkable and 

highly consistent increase in per-man-hour productivity. As far back as 

• we have statistics, output per manhour in manufacturing (the saving of 

labor) has risen at approximately 2 1/2 per cent a year compounded. In 

services, there have been some rises in productivity, but because of their 

t~chnology, these rises have unavoidably been very small in comparison. Of 

course, even in these areas some further rises in productivity are possible, 
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and are clearly most desirable, but it will not be easy to find.ways to 

increase the productivity in the supply of services> year after year, as 

bas been the case in manufacturing. 

Rising productivity in manufacturing inevitably leads to demands for 

higher wages, and soon workers in the service sector will demarid some 

increases to keep from falling hopelessly behind. However, there is a 

difference in the consequence of wage increases in the two sectors. In 

manufacturing, if productivity rises at an annual rate of 2 1/2 percent 

and wages rise at an annual rate of 2 1/2 percent, the two effects will 

just cancel out. The net effect will be an unchanged labor cost per unit 

of manufacturing output. In contrast, in services, even if wages go up 

less rapidly, say at only 2 percent a year, the absence or low rate of 

increase in productivity means that labor costs per unit of output must 

go up at a rate of nearly 2 percent per year. 

Note that the more rapidly prosperity grows in the manufacturing 

sector, the greater will be the pressure for wage increases for civil 

servants and others engaged in the supply of services,.and hence, the more 

rapid must be the cost problem associated with the supply of municipal 

services. 

It is little wonder that many a reform mayor has come into office 

intending to effect significant economies, and has found that this was be­

yond his powers. As we have just seen, cumulatively ~ising municipal costs 

are an inescapable consequence of their technology, and of the comparative 

_growth in efficiency which characterizes manufacturing. Unless the public 

learns to recognize the nature of this cost structure, it will continue to 

resist the financial needs of the local governments; and in particular, 
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the cities will as a consequence continue to go from crisis to crisis_, 

with the quality of urban services inevitably sacrificed in the process. 

The Cumulative Problems of the Urban Economy 

While the preceding discussion applies in general to central city and 

suburban communities alike, the nature of the cost side. of the central 

city problem is shaped by yet another economic force, the cumulative 

process which dictates the dynamics of the central city economy. This 

process has been recognized by many persons who have studied urban problems. 

Its influence can be illustrated by the decline of public transportation 

whose facilities and schedules have been permitted to deteriorate when the· 

oumber of persons using it has been reduced. As the standards of service 

go down, still fewer people are willing to travel by public transport. 

Thus -- each of these in turn aggravates the other -- fewer passengers mean 

poorer service, and poorer service tends to attract still fewer passengers . . 

and so on, ad infinitum, with the long-run consequence the reduction of the 

public transport system to a vestigial relic which is incapable of con­

tributing materially to the cities' mounting transport problems. 

The basic economy of the city is enmeshed in an analogous and equally 

serious cumulative process. As cities have deteriorated, they have tended 

to drive out their middle class residents and some of their industry. This 

itself has hastened the process of deterioration, which has in turn stimulated 

a·continued exodus of those who are capable of providing the resources needed 

to stem the tide. Already some cities are threatened to be peopled almost 

exclusively by •those who can afford no better -- to become havens of 

squalor offering little promise for the future. 
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There is no ground for the assumption that such a dynamic process can 

be halted by piecemeal programs designed primarily to ameliorate its 

symptoms. If one is to have any basis for confidence in SC?1Jle attack on 

such a problem, it must be designed to get at the mechanism of the 

process, and must be adequate in scope and magnitude. There is no 

reason why ~uch an approach should not be undertaken, but it will require 

a major reorientation in policy planning. Such a reorientation will 

surely be essential if our urban programs are not to prove a bitter dis­

appointment. 

The Financing of Urban Public Services 

In view of rising costs and cumulative deterioration, why have not our 

cities simply increased their revenues and taken the steps necessary to 

reverse the process of decay? We do not have to look very far for the 

answer to this question. The first half of the answer is the magnitude of 

the cost problem. Our cities, as discussed earlier, must continually spend 

more and more just to keep the quantity and quality of their public services 

at the existing level; any moves to expand the scope of the services pro­

vided or to improve their quality means an even more rapid expansion in 

the public budget. Further, the cost per capita of providing a certain 

level of public services is in general much higher in our large cities than 

elsewhere in the nation. During the fiscal year 1964-65, municipal expendi­

tures per capita were almost three times as large for cities with populations 

exceeding one million persons as for communities under 50,000. Expenditures 

per person on police and fire protection, for example, were substantially 

higher in our largest cities than in our smaller municipalities. And yet 

264 



the threat of robbery and assault, in spite of thf.s differential in spending, 

remains much higher in the big cities. Thus, the oost per unit of output 

(e.g., to provide an equivalent level of safety) is simply.much greater 

in our major cities. 

The second half of the answer to our question ~nvolves the limitations 

on local tax policies. We must stress that the re~enue problem for a 

municipality is of quite a different character fr0tm that of the federal 

government. Localities (and also the states) must be concerned with the 

impact of their budgetary policies on the movements of individuals and 

industry. A city which adopts a progressive income tax may well contribute 

directly to the exodus of its more wealthy residents to communities where 

more favorable tax treatment is available. Thus, Local public officials 

are reluctant to institute new taxes or to raise rates on existing taxes. 

The risk of damage to the local economy is, they oeJI.ieve, a very real one. 

Thus, there ~y well be a built-in tendency for underproduction of public 

services at the local-government level. However, fm spite of this reluctance 

to raise taxes, the tremendous pressure from rising; costs and demands for 

an increased scope and quality of public services t't.:Eve compelled officials 

to seek out new sources of revenues. But, at the S:.?.me time, there is reason 

to believe that increases in taxes have to some extent hastened the movement 

of individuals and business out of the cities. 

Thus, a number of observers of our urban econormic scene have reached 

the conclusion that our cities face a real and grave dilemma. City public 

• services are costly, in general more costly than the equivalent services 

outside our urban areas, and the costs rise inexoramly every year. But the 

cities are ~onstrained from generating the revenues .necessary to cope with 
\ 

these rising costs. Aggressive attempts to raise tre.xes chase people and 
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industry out of the city. As a result, the g~owth of the tax base is re­

blrded, and the anticipated increase in revenues may not be realized. In 

fact, the city may well be worse off: the individuals who.leave are 

generally the middle and upper income families, and the exodus of 

industry means a loss of jobs for many of those remaining in the city. 

Thus, our cities are caught in a vicious squeeze: on the one side, are 

rising costs and demands for improved services, and,_ 'on the other, severe 

limitations on their abilities to generate funds. Our cities simply do 

not have access to the resources necessary to meet the pressing demands 

which confront them. The obvious conclusion is that, if these demands are 

t~be met, if the process of cumulative decay is to be reversed, assistance 

on a massive scale must be forthcoming from other sources. 

Concluding Comment 

We have seen that the long-run cost of a really effective urban policy 

is necessarily high, higher than is generally recognized. Yet, there is 

nothing to be gained by deluding ourselves into believing that somehow it 

can all be done with relatively little cost and effort. The problem is a 

serious one, and society must face the magnitude of its cost. The expendi­

ture of amounts which are inadequate for the task may, in the long run,_. 

prove to have been largely wasteful. 

All this may at first glance appear discouragiag, yet it must be 

recognized that the problem has its roots in the growing abundance of our 

economy and the astonishing growth in efficiency in our manufacturing 

process. It is this ve·ry progress which inevitably renders the supply of 
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municipal services comparatively costly. While the economy's progress im­

poses this problem upon us, it also provides the wherewithal which can 

enable us to deal with it. Once it under~tands the nature of the cost, an 

informed public can decide, on a rational basis, whether to undertake the 

sort of program which can hope to deal effectively with the economic and 

social problems of our cities. 
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1. Increasing Relative Cost of Municipal Services: 

Some Evidence 

In the first section of the report, we argue that there exists a 

built-in escalator for costs in the provisionof local public services. 

Municipal governments, we contend, are in general unable to offset rising 

wages and salaries through increases in productivity. Thus, costs per 

unit of output tend to rise continuously and cumulatively over time 

relative to costs elsewhere in the economy. Simply to maintain the~ 

quantity and quality of services, local governments must be prepared to 

expand their expenditures each year, even if the price level in the economy 

as a whole remains stable. 

The purpose of this section of the appendix is to examine this problem 

in somewhat more detail in the light, where possible, of the factual 

evidence. Specifically, we shall look at the actual trends in the cos_ts 

of providing certain municipal public services in the United States. The 

data suggest that in fact the costs of supplying these services have risen 

extremely rapidly in this century, especially in the post-World War II 

period. The source of the bulk of the increases in costs has been rises 

in wages and salaries, rises which urban governments hav.e not been able to 

offset with inc=eases in productivity. 

It is·useful at the outset to look at the allocation of mu~icipal 

public expenditures in the United States. In 1962, general expenditures in 

SMSA's {Standard Metropolitan Statistical Areas) were divided as follows: 
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Table I 

The Division of Local-Government General Public _Expenditures in 

U.S. Standard Metropolitan Statistical Areas (196t) 

Education 421. Interest ou debt 

Highways 8'1. Administration 

Public Welfare 71 Housing and Urban Renewal 

Sanitation 6t Fire Protection 

Bealt:h and Hospitals 61. ·Parks and Recreation 

Poli.ce 51. Miscellaneous 

4'1. 

4t 

41. 

31 

31. 

9'1. 

Source: George F. Break, Intergovernmental Fiscal Relations in the United 
States, Washington, D.C.: The Brookings Institution, 1967, p. 170. 

It 1.s apparent from Table I that by far the most important single item.in the 

/": budg,ets of U .s. local governments is education. Some 42'7. of local public 

expenditures in our metropolitan areas goes for local schools. Thus, any 

. study of the costs of providing urban public services must begin with 

education. 

Education 

In contrast to many manufacturing industries, the educational process 

is not one where men are easily replaced by more effi'cient machines. Direct 

·supervision and personal interaction are generally recognized as indispensable 

parts of our educational programs. While there has no doubt been real im­

provement in the quality of instruction provided by our teachers, it has 

not been of a cost-saving variety. Schools have not, for example, found it 
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feasible to increase pupil-teacher ratios without undesirable effects on 

the quality of the education provided. Thus, educat_ion· appears to fit· our 

argument quite well. We would expect education to be an inoustry in which 

increases "in wages and salaries would reflect themselves in rises in costs 

per unit of output, rather than being offset by productivity increases. 

The data appear to confirm this hypothesis. In Table II, we see that 

the salaries of city public-school teachers have_increased with the general 

rise iri per-capita incomes in the U.S. Economy. The increase has in fact 

been quite rapid, almost 5%,per annum, in the post-war period. 

Table II 

Index of Average Annual Salaries of City Public 

School Teachers (1957-59=100) 

1925 37 1947 55 
1927 38 1949 67 Annual Rate of Increase: 
1929 40 1951 71 (Compounded) 
1931 41 1953 81 
1933 38 1955 87 1925 - 1965 3.2% 1935 37 1957 96 
1937 39 1959 104 1947 - 1965 4.8% 1939 41 1961 113 
1941 42 1963 121 
1943 44 1965 128 
1945 48 

Source: City Public School Teachers, 1925-65, Bulletin #1504, u. s. Depart-
ment of Labor, Bureau of Labor Statistics, May, 1966, p. 24. 

Our hypothesis would lead us to expect that the bulk of these in­

c~eases in teachers' salaries would res~lt in increased unit costs of 

educational se~vices, since the scope for productivity increases in this 

area does not appear great. And indeed this is just what we find. Table 

III indicates that current costs per pupil-day in public elementary and 

secondary schoot"s have risen continuously and dramatically in the present 

270 



century. In the post-war period (1947-67), these costs have risen at a 

remarkable (and rather frightening) rete of 6.7% per year, even_~ 

rapidly than the rise in teachers' salaries. This ao doubt reflects to some 

· extent an.improvement in the quality of our educational services. 

Table III 

Current Costs per Pupil-Day in U.S. Public Schools 

1900 $ .12 1952 $1.38 
1953 1.35 

1910 .18 1954 1.48 Annual Rate of Increase 
1955 1.51 (Compounded) : 

1920 .33 1956 1.71 
1957 1.69 1900 - 1967 5.0% 1930 .50 1958 1.85 
1959 1.94 

1947 - 1967 6.n 1940 .50 1960 2.13 
1946 .77 1961 2.20 
1947 .86 1962 2.37 
1948 1.02 1963 2.42 
1949 1.09 1964 2.57 
1950 1.18 1965 2.70 
1951 1.26 1966 2.93 

1967 3.15 

Source: These figures were calculated by multiplying average daily school 
attendance for each year times the average number of days in the 
school year to give a number of pupil days figure. This last number 
was then divided into the annual current expenditure on public 
elementary and secondary education to give the current cost per 
pupil day. The sources of the data for these calculations ar·e 
Status and Trends: Vital Statistics, Education, and Public Finance, 
Research Division, National Education Association, Report Rl3, 
August 1959, p. 22; and Estimates of School Statistics, 1966-67, 
Research Division, National Education Association, Report R20, 1966, 
pp. 11, 20. Data interpolations were used for some years. 

It is interesting to note that over the period 1947-66, the wholesale 

price index, a measure of the cost of producing farm and industrial output, 

rose by 1.4% per year. Thus, increases in costs per pupil were almost five 

times as great as increases in unit costs in the farm and industrial sectors 

of the economy~ It is therefore clear that, even in the absence of a baby 
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boom and the desire for improved educational facilities, our local govern­

ments would have been subject to real and severe financial pressures simply 

as a result of rapidly rising per-pupil costs. 

It is true that some of the increase in costs per pupil-day have re­

sulted from specific improvements in the quality of education. As indicated 

in Table IVr for example, there has been a trend throughout this century 

toward lower pupil-teacher ratios. This in itself would cause some rise in 

per-pupil costs. However, the reduction in pupil-teacher ratios has not 

1900 

1910 

1920 

1930 

1940 
1944 
1946 
1948 
1950 
1951 
1952 

Source: 

Table IV 

Pupil-Teacher Ratios in U.S. Public Elementary 

and Secondary Schools 

36.6 1953 

34.0 1954 
1955 

31.8 1956 

30.1 1957 
1958 

29.1 1959 
28.1 1960 
28.0 .1961 
27.8 1962 
27.5 1963 
27.8 1964 
27.6 1965 

1966 

Same sources as Table I. See Rl3, pp. 11, 22, and 

28.1 
·21 .9 
27.8 
27.5 
21.2 
27.1 
27.0 
26.6 
26.6 
26.2 
26.3 
26.0 
25.8 
25.4 

R20, P· 20. 

been rapid enough to explain very much of the rise in per-pupil costs. 

During the period since 1950, for example, this factor cannot have resulted 

in Lncreases in per-pupil costs of more than 1/2 of one per cent per year. 

It is clear that the primary source of increases in costs per pupil has been 

rises in the salaries of teachers and administrative personnel, rises which 

have not been offset by cost-saving increases in productivity. 

Education,.while being quantitatively the most importi'nt, is by no mean::; 

the only urban public service for which rising unit costs have plagued public 
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officials. In tqe areas of public health and hospitals and for police and 

fire protection, the same sort of economic forces appear to have been at ~ork. 

Costs per unit of output seem to have risen rapidly for these services. We 

should stress that measuring precisely the increases in unit costs for such 

services is a most difficult task. To determine unit cost, we must divide 

total cost by the number of units of output. Costs are generally relatively 

easy to determine, but, for many public services, defining units of output is 

a very tricky business. It is clear, for example, that there have been sig­

nificant advances in the field of medical treatment; a doctor today is in 

general capable of providing a superior service to that of his counterpart 

thirty years ago. Thus, it would be misleading to equate an hour's ·worth of 

a surgeon's services today with a similar effort by a surgeon several decades 

ago. Today's surgeon will, in most cases at least, be "more productive" in 

the sense that he provides a service of higher _quality. Making allowance 

for these sorts of increases in productivity is extremely difficult; economists 

have in fact made very little progress in the measurement of output in tbe 

public sector. 

In view of this problem, we shall not attempt here to measure the output 

of the various local public services. Instead, we will present some data 

and observations which, we believe, are highly suggestive as to the path of 

unit costs over time. This information, while by no means conclusive, does 

point strongly to rapid increases in unit costs for a number of.municipal 

p~blic services other than education. 

Health and Hospitals 

For the reasons just described, it is difficult to determine with 

. ce·rtainty the trends in unit costs of health services provided by local 

governments. Advances in medical science have resulted in more effective 
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and, in some cases, less costly cures for a wide range of diseases. However, 

offsetting many of these advances fron the point of view of urban health 

budgets has been a general increase in health standards. We do know that 

over the period 1955-1964 total public expenditures for health and medical 

services more than doubled, rising from $4.4 billion in 1955 to $9.0 billion 

1 in 1964; this represents an annual rate of increase of over 8%. But it is 

difficult to determine accurately just how much of this increase resulted 

from (1) A larger quantity of health and medical services, (2) A higher 

quality of services, and (3) higher unit costs. Nevertheless, we do have 

some information which suggests that for a major component of health services, 

namely hospital care, increases in.unit costs have been quite important. 

Hospital care provides a clear example of rising costs resulting, at 

least in part, from lagging productivity. The basic task here is to pro­

vide a bed in a sterile environment and the services of skilled attendants, 

along with medication of a routine nature. While it may be possible to 

achieve some productivity advances in supporting services (e.g., through the 

dev,lopment of improved disinfectants, more extensive delegation of special­

ized tasks to semi-skilled workers, etc.), one would expect these advances 

to be quantitatively unimportant. This problem has been recognized in several 

quarters. Herbert Klarman, for example, points out that: 

In most industries increases in wages are not fully trans­
lated into higher prices, since part of the higher cost of input 
can be absorbed through increased productivity. Hospitals, by 
contrast, have but limited potentialities for a~hieving gains in 
productivity. The New York State Board of Charities (now Social 

.. Welfare) recognized this fact more than 30 years ago, as have 
many economists who have reflected on hospital costs. 2 

1. ·U.S. Department of Health, Education, and Welfare, 'Health Education, and 
Welfare Trends, 1964 Edition, Part I, p. 25. 

·2~ Herbert E. Klarman, "The Increased Cost of Hospital Care, u in The 
Economics of Health and Medical Care, Ann Arbor, Michigan: The University 
of Michigan, 1964, p. 237. 
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Turning to the available cost information, we find that the data pro­

vide strong support for the argument. Table V shows the trends in Hospital 

Daily Service Charges from 1935 to 1963. This index, which covers the charge 
. 

to full-pay adult inpatients for room and board, routine nursing care, and 

minor medical and surgical supplies, isolates clearly the basic elements of 

hospital care. Over the entire period covered, the index rises from 23.8 

1935 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 

Table V 

Index of Hospital Daily Service Charge 

(1957-59 = 100) 

23.8 
25.3 
25.4 
25.9 
28.0 
30.2 
31.5 
32.5 
37.0 
44.1 
51.5 
55.7 
57.8 

1951 
1952 
1953 
1954 
1955 
1956 

.1957 
1958 
1959 
1960 
1961 
1962 
1963 

64.1 
70.4 
14.8 
79.2 
83.0 
87.5 
94.5 
99.9 

105.5 
112. 7 
121.3 
129.8 
138.0 

Annual Rate of Increase: 

( compounded) 

1935-1963 6.57. 

1947-1963 7.41 

Source: U.S. Departnent of Health, Education and Welfare, Health, Education, 
and Welfare Trends, 1964 edition, Part I, page 22. 

to 138.0, which represents an annual compound growth rate of 6.57.; meanwhile, 

the wholesale price index advanced from 43.8 to 100.3 for .:.n annual growth 

rate of 3.07.. In the post-war period, the rise has been even more dramatic: 

from 44.1 in 1947 to 138.0 in 1963 for an annual rate of growth 7.4% (com­

pared to a 1.37. annual rise in wholesale prices). Thus, as we expected, the 

charge to patients for hospital care has risen much more rapidly than the 

general level of costs thx:oughout the economy. 

Further, there is strong evidence that these increases in the daily 

service charge to patients reflect a general rise in the cosfs of hospital 

275 



care, a rise which is also present in public expenditures for hospital 

services. In a recent study of general hospitals in New York City, Herbert 

Klarman found a very rapid rise in expenditures for hospital care. Of . 
interest here is Klarman's discovery that between 1934 and 1957 cost per 

patient-day rose from $5.26 to $26.40, an annual compound rate of increase 

3 of 7.31. This increase in patient-day cost accounts for 941 of the rise 

in expenditures for inpatients over this period. After in~estigating the 

sources of these cost increases, Klarman concludes that "Medical advances, 

insofar as they are reflected in the ancillary services of the hospital, 

account for less than one-fourth of the dollar increase in patient-day cost 

in the 1950'.s" (p. 247). The most im/ortant cause, Klarman suggests, is 

the "lag in productivity gains" (p. 248). 

There does, however, appear to be one source of increased productivity 

in hospital care: a reduction in the average length of stay in the hospital. 

The average duration per visit for inpatient care in general and specific 

4 hospitals has declined from 15.3 days in 1931 to 9.3 days in 1962. The 

cost-saving implications of this trend should not, however, be exaggerated. 

In the first place, this reduction in average stay iri the hospital cannot 

offset the rise in patient-day costs. While the average length of stay 

declined by about 40% over 1936-1962, the index of hospital daily service 

charges for this period.increased over five times in money terms and more 

than doubled in real terms. Second, the whole of the reduction in the 

d~ration of patient stay cannot be attributed to rising productivity in 

.medical care. Some of it, no doubt, is a direct result of the dramatic 

3. Klarman, op. cit., pp. 227-254. 

4. U.S. Department of Health, Education, and Welfare, op. cit., p. 28. 
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increase in the c9st of hospital care; patients now stay a shorter time in 

the hospital because of the increased cost -- they economize on the use of 

hospital services to offset the higher price. Thus, to this extent, the 

reduction in length of stay represents a deterioration in •the care received 

by patients. And third, we should stress that the scope for further re­

ductions in the length of hospital stay appears limited; in contrast, the 

trend toward increases in cost per patient-day would appear to be with us 

for the foreseeable future. Thus, in the area of hospital care, local 

governments find themselves providing another service for which unit costs 

have risen (and probably will continue to rise) at a very rapid rate. 

Police and Fire Protection 
( 

While increasing use is made of sophisticated capital equipment in the 

provision of police and fire protection (e.g., advanced communications 

systems, more effective fire trucks, etc.), the fact is that the main input 

to these services is manpower. Allen Manvel has found that "Salaries and 

wages make up the bulk of local government expenditure for these protective 

services -- about seven-eighths of all policing costs and four-fifths of 

5 fire protection expenditure." 'While significant economies of scale might 

nevertheless be possible, that is, the required input of manpower might 

expand less rapidly than the population of urban areas, such economies have 

not in fact materialized. For as Manvel points out, "Large cities engage 

more police in relation to their population than do smaller ones," while 

required fire-fighting forces appear to expand roughly in proportion to the 
• 6 

population. Manvel concludes that "No striking new developments seem i-n 

5. Allen D. Manvel, "Changing Patterns of Local Urban Expenditure," in 
B.-S. Schaller, ed., Public Expenditure Decisions in the Urban Community, 
Washington, D.C.: Resources for the Future, p. 3. 

6. Ibid. 
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As the general standard of living rises, so does the poverty line. Thus, 

to the extent that we wish those on welfare to share in the growing abundance 

of the economy, we must be prepared to increase welfare assistance. If, for 

example, we want welfare payments to grow annually so as to provide the same 

relative increase in income for welfare recipients as for others in the 

nation, this implies that these payments must rise at the same rate as the 

general increase in wages and salaries throughout the economy. Thus, it is 

interesting to find that the net result in this case is exactly the same as 

our conclusion for public service industries with negligible increases in 

productivity: unit costs rise at the general rate of increase of wages and 

salaries. 

It should also be pointed out, looking beyond the conclusions of the 

model, that the demographic trends in urban areas suggest a still stronger 

conclusion. The continuing movement of the middle classes to suburban areas 

significantly increases the burden of providing welfare services in the 

central cities, for a growing fraction of those remaining in the cities is 

among the poor. 

Urban Roads and Highways 

The technology of the production of urban highway services illustrates 

a problem somewhat different in character from that examined in the pre­

ceding cases. In education, for example, we showed that one might expect a 

continuing rise in unit costs because of limitations on increases in pro­

ductivity. In the case of highway construction, the problem is not that the 

cost of physical output tends to increase, but rather that increasing urban­

ization, and more particularly the increasing automobile population, may 

lead to a requirenent for ever more physical output in order to maintain a 

given level of service. That is, predictable developnents in the urban 
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environment may well reduce the "output" of services provided ~ya given 

physical unit of highways. An analogy may be drawn at the level of a 

private good: it is possible to describe the physical output of a home 

dehumidifying device by the volume of water removed from the air per hour. 

However, the number of such physical units of output needed to provide a 

unit of the ultimately desired service, namely an hour of dry air, will 

obviously depend on the humidity. Thus, even though dehumidifiers may be 

becoming more efficient, the provision of dry air may not be becoming cheaper 

if there is a secular trend in the environment towards greater humidity. 

Highway construction, involving as it does the application of heavy 

doses of sophisticated machinery via a technology which has evidently been 

evolving rapidly, is one line of urban expenditure in which we would expect . 

to see the fruits of significant productivity advances. Indeed~ the evidence 

in Table VI suggests that the labor input required to produce a standard road 

Table VI 

Output per Man-Hour in Highway Construction 

(1948 = 100) 

1944 
1945 
1946 
1947 
1948 
1949 

86.3 
91.6 
95.8 
97.6 

100.0 
104.9 

1950 
1951 
1952 
1953 
1954 
1955 

113.3 
123.4 

'130.0 
136.6 
144.8 
152.2 

• Source: 3ohn W. Kendrick, Productivity Trends in the United States, 
_Princeton, New Jersey: Princeton University Press, 1961, p. 493. 

mile has exhibited a satisfying downward trend in the past; output per man­

hour has increased at an annual rate of 5.3% over the period 1944-1955. 8 

8. The data in.Table VI refer to increases in productivity in the production 
of a standard mile of federal-aid and state highway construction; they do not 
apply directly to urban highway construction. One would expect, however, that 
costs of urban highway construction would parallel closely the trend indicated 
in Table VI. 
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However, as others have argued elsewhere, 9 and as is evident to the driver 

at rush hour on even the most elaborate urban freeway systems, an urban road 

mile does not in general provide the same level of service~ in terms of safe 

and rapid-transportation from one point to another as does an uncongested 

mile of road. In other· words, the "output" of an urban road mile per user 

has become ~ontinually less as the urban congestion problem has intensified. 

On the other hand, it is true that an urban road mile has come to serve more 

drivers; this is clearly the source of the congestio~. Thus, we have two 

forces at work. An urban road mile accommodates more·users, but it provides 

a reduced level of services or "less output" for each driver. As urban con­

gestion becomes continually worse, the congestion costs imposed on road users 

are likely to more than offset the fact that the road services a larger numb~r 

of drivers. This would imply that more than one standard road mile becomes 

necessary to provide the same output as a single standard road mile in 

previous years. Thus, it may well be that in terms of final output, n_anely 

the service to the traveller, growing congestion costs have more than offset 

the greater efficiency with which standard road miles can be constructed. 

Furthermore, this source of cost increase is likely to become continually more 

serious as our urban areas grow and become more congested. There is then a 

real sense in which one can argue that the cost of providing a unit of urban 

road services may well have increased, not decreased, over time. 

Summary and Conclusions 

In summary, the evidence suggests that rising costs per unit of output 

have put serious financial pressures on our municipal governments. For the 

large~t item in i6cal publi~ budgets, namely education, costs per pupil~daj 

9. William J. B.aumol, "U~ban Services: Interactions of Public and Private 
Decisions," in H. S. Schaller, ed., op. cit., pp. 7-S. 
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have risen dramatically in recent years, at a rate of 6.71. per year in the 

post-war period. Further, the available information suggests that the pricary 

source of these cost increases has been rising teacher salari~s, rises which 

local governments have been unable to offset with increases in productivity. 

In addition, economic pressures of the same kind appear to have caused rapid 

increases in unit costs for a variety of other urban public services including 

police and fire protection and hospital care •. Finally, other sorts of economic 

and social forces provide reason to expect increasing unit costs for public 

welfare assistance and possibly for urban highway services. 

What all this suggests is that our city governments can expect in future 

years a continuation of the cost-spiral which has persisted in the past. We 

stress that this means that costs will continue to rise cumulatively and at 

a more rapid rate than those in the rest of the economy, even if there is no 

increase either in the quantity or quality of the services provided. In­

creasing costs is the price of just standing still. Any programs to expand 

the quantity of existing services to meet the ~eeds of an expanding popula­

tion or any attempts to improve the quality of these public services mean 

additional expenditures over and above those resulting from the seemingly 

inexorable rise in costs per unit of output. 
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2. Policy Implications of A Cumulative Process 

Among students of the subject it has for some time been recognized 

that a cumulative process serves to compound the problems of the city; per­

haps this dynamic relationship constitutes the critical component of these 

difficulties. What bas not generally been understood, however, is the policy 

implication of such a dynamic process. In fields such as engineering which 

have long dealt with relationships of this variety, it is well known that a 

malfunction in the system must often be treated by means which have no simple 

intuitive explanation, and that measures which seem appropriate in terms of 

common sense sometimes are shown by rigorous analysis to aggravate the problem, 

or at best to treat only its symptoms. 

Precisely these complications arise out of the cumulative process which· 

affects the cities. The intricacy of the relationships mean that policy 

approaches which seem on the basis of informed judgment to promise to come 

to grips with the problem may or may not in fact turn out to do so. One 

simply cannot be sure without a far more careful analysis whether the measures 

that have been tried or proposed will in fact help the community toward a 

long-run improvement in its circumstances. It may even turn out that most 

of these policies are incapable of producing any significant long-run 

effects or that some of them can be absolutely harmful. 

As already indicated, the reasons for this difficulty are not readily 

translated into intuitive terms. As a result, the following discussion 

will have to make use of some simple mathematical relationships. However, 

before turning to these we will attempt to offer some general idea of the 

nature of the difficulty. 
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Consider the problem of public transportation ·schedules described in 

the main text of the report -- fewer passengers lead to a reduction in the 

frequency of departure which in turn drives away still more passengers 

and so leads to a still poorer level of train servi~e etc., etc. The 

most obvious policy measure in such a situation is a subsidy to the 

.transportation authority to permit it to run more trains than it would 

otherwise find feasible financially. Suppose it is permitted to run ten 

trains a day more than it would otherwise have operated, and that in the 

absence of the subsidy the average number of trains run per day would 

have exhibited the following time pattern: 

year 

no. of trains 

1967 

30 

1968 

25 

1969 

22 

1970 

20 

1971 

19 etc. 

the addition of the ten trains, say, in 1970 can be shown, in the absence 

of a change in the underlying dynamics, to lead to the following time path: 

year 

no. of trains 

1967 

30 

1968 

25 

1969 

22 

1970 

30 

1971 

25 

1972 

22 

1973 

20 

1974 

19 etc. 

That is, the additional trains have served to postpone by three years 

the process of deterioration in train service, but they have not come to 

grips with underlying problem nor have they improved the ultimate state of 

extremely poor set"vice toward which the system is he'l.ded. 

A physical analogy should suggest the nature of the problem. Consider 

a ball rolling doun a child's slide in a playground. in which the bottom 

of the slide has been blocked off so that the ball gill not fall to the 
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ground. If one wishes to raise the height of the point at which the ball 

will ultimately come to rest it does no good to stop the ball in mid­

passage and push it a few feet back up the slide. For white that will 

temporariiy raise the position of the ball it does not affect the under­

lying dynamics of the arrangements. To achieve the true objective of this 

game -- the·raising of the final location of the ball -- one must find 

ways to·increase the level of the slide itself, and no amount of adjust­

ment of the position of the ball can have that effect. The analogy to 

the train case should be clear the addition of a few trains to a 

deteriorating schedule is like an upward push on the ball which moves it 

temporarily back up the slide. What is. not so clear is the analogue of 

the low point on the slide and the means that can be used to raise it, in 

the case of the train schedule, or in the case of progressive urban 

deterioration. 

To get at these parameters we must have recourse to a bit of 

mathematics, characterizing the deterioration process in terms of an 

elementary mathematical model. Before turning to this model it should be 

emphasized that it is so oversimplified that its conclusions cannot pretend 

• to.offer any direct guidance to policy. Rather its policy implication is 

purely negative -- it is intended to show that even in so simple a 

dynamic situation the formulation of appropriate policy measures is extremely 

difficult, and plausibility considerations constitute an extremely unreliable 

guide. 

Turning now to our model, let us this time deal for variety of illustra­

tion with the dynamic process characterizing the interrelationship between 

per capita income of urban residents, Yt, and the state of deterioration 

of the city Dt, however measured. Here we have a double relationship. 
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First, there is the fact that increased deterioration drives ou~ 

wealthier residents and so lowers per capita incolllC!~ so that if the 

relationship is linear we have 

(1) - s D t s > 0 

i.e., the greater the level of deterioration in period !. the lower will 

be the per capita income of the persons willing to remain in the city. 

Second, we have the relationship in the reverse direction: a reduc­

tion in current income leads to further deterioration soon after the current 

emigration of wealthier inhabitants, so that. in a simple linear case 

(2) 

i.e., a reduction in yesterday's per capita income (income in period 

!. - 1) leads to a higher level of deterioration today (period!,). 

Substituting from the second equation into the first we eliminate the 

variable Dt from the relationships and obtain the following equation in 

the variable Yt alone: 

(3) 

As we will see next, this equation determines completely the characteristics 

of the dynamic process the future history of per capita income in our 

city. To show this we represent this equation graphi~ally. Since it is a 

linear equation its graph will be a straight line,
1 

call it the time 

relationship line RR' in Figure 1. This shows the relationship between 

Y!. _ 
1

, income in the previous year (t-1) (horizontal axis) and, Yt' 

1. The slope of the line is~ (which in the diagram is assumed to he less 
than unity) and its y intercept is, of cou~se, X - .fil:!. 
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L 

~R 
' 

I 
Y, I 

R 
I 
I 

0 Y, 

income in the next succeeding year (vertical axis). This graph enables 

us to see readily the time path of urban per capita income implied by 

our equation. Suppose in our initial year(!= 1) per capita income 

.is given by !i as shotm on the horizontal axis. Then· our time re-

lationship line RR' shows that next year's per capita income will be 

12 (point A). 

To find the level of income the year after that we need one addi-

o tional graphic device, the 45 line Qb. Since, by definition, at any 

part on that line the two coordinates are equal to one another., that 

line can be used to transfer any magnitude from the vertical to the 

horizontal axis. Thus ! 2, the income in our second period as shown 

on the vertical axis at point! can be moved to the horizontal axis as 

follows. Draw a horizontal line frora point K until it intersects the 

0 45 line at B. Since both coordinates of B are equal to Y , by 
-e 
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dropping to the point on the horizontal axis directly below B we have plotted 

x
2 

on_ that axis. We can now return to our time relationship line RR' to 

determine :x,
3

, income in the third year. We do this by finding £., the 

point directly above :x,
2 

on RR'. This gives us Y:3 on the vertica 1 axis 

which by going back to the 45° line is brought down to the horizontal axis 

and so on ad infinitum. 

The time path of income is then found by following the path ABCDF ... 

which, it will be noted, moves steadily toward the equilibrium point, ~, 

which happens to be the point where the time relationship_ line RR' crosses 

0 2 
the 45 line . 

Now it will be noted that a supplement to per capita income (or· for that 

matter some slum clearance which serves to offset to some extent the process 

of deterioration is, in effect, a backward move along the time path, say, 

from F back to ! . It is like the uphill push on the ball on the slide 

in our earlier example, and it need have no long run effect on the time path 

because it has not changed the posfrion of the tine relationship line RR' or 

that of the equilibrium point E. 

To see what is necessary to change the equilibrium point we must return 

to _our basic equation (3). We note that at the equilibrium point, since it 

0 
is on the 45 line we must have !t =It_ 1 so that we may call this 

equilibrium income, 

equation (3) 

Y and write simply -e' 

Y =r--·su+svY 

Y = Y = Y 1. _Thus ·from our 
-e --t: --t: -

e e 

2. It is the equilibrium point because, since E is on the 45° line, 
we must have Y = Y 

1 
for any successive pair of perlods and hence 

-t -t -
there per:capita income will no longer change. 
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or solving for y 
-e 

Thus the coordinates of the equilibrium point depend entirely on the 

magnitudes of the four parameters,!., y; !., and .!:!.rand their interpretation 

can be inferred from the two initial equations (l) and (2) from which we 

see that they may ·be described as follows: 

s • The change in per capita income resulting from 

a unit increase in deterioration, i.e.~ it is 

the rate of response of income to a cllo:ange in 

urban living conditions, 

v • The rate of increase in deterioration resulting 

from a one dollar decline in per capita income. 

r • The level of per capita income that would be 

obtained if the city were totally unblighted. 

• u c· The maximal rate of deterioration (with zero 

per capita income). 

Of course since this oversimple model is not realistic> its policy im­

plications should be treated with strong reservations. Yet 1:f even this 

model is sufficient to bring out the basic point that the magnitudes of the 

prec~ding parameters are not directly related to ~ and Y themselves. 
-t 

That is, if one does something to decrease blight or raise per capita income, . 
. \. 

by itself., this may have no effect on the long-run (low level) equilibrium 

point toward which the~city is headed. In addition, and perhaps more im­

portant, it should be observed that!., y, ~,and• E. are parameters whose 

magnitudes may not easily be subject to change. Certainly the haphazard 

pouring of money into a metropolitan area may have little effect on their 

values. Thus, while this simple model cannot pretend to offer any specific 

basis for policy proposals, it does show that improvement of the long-run 

prospects of an urban cor.ununity may require a set of 1pproaches far more 
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3. The Literature and Urban Ec0nomic 

Problems as a Dynamic Process 

The text of the report emphasizes the dynamic character of urban 

·economic problems. This conclusion is by no ~eans new. Though·some­

times util~zing the term dynamics in a less rigorous manner than is 

intended here, this aspect of the matter has been well recognized and 

documented by a number of studies, of which three will be described 

here. Leo Grebler's landmark empirical analysis of the Lower East Side 

of New York City, Housing Market Behavior in a Declining Area (Colurabia U. 

Press, 1952), addresses itself to this point directly in its summary of 

findings: 

It has often been observed that a basic problec in urban 
land use in the slowness with which the quantity and quality 
of housing and other urban improvements respond to changes 
in living standards, technology, location of urban activities, 
transportation facilities, and the host of other dvnamic factors 
that influence land~ .... This problem is back of many if not 
all maladjustments in urban form and structure•••• Slum or 
blighted areas show the problem of fixed real estate inventories 
versus moving people and establishments in extre.i::e form. (p. 14, 
emphasis supplied) 

The view that the central city is beset by ecor.omic changes of a 

dynamic and cumulative character is also a major the~e in the impor~ant 

work of Raymond Vernon. He amply advances and docurr:.ents this concept in 

The Changing Econor.iic Function of the Central City (Committee for Economic 

Development, 1959), the nine-voluoe New York ~!etropol~tan Region Study 

(Harvard U. Press, 1959-60), and The Hyth and Realitv of Our Urban Problems 

·(}UT-Harvard Joint Center for Urban Studies, 1962). 

In the last of.those studies, he traces the dynz.mic and reinforcing 

outward movement of residences and jobs of the ~iddl~ class. Both shifts 
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are heavily influenced by transportation improvements which have tended to 

flatten the urban rent gradient. In addition, they are conditioned, by 

the "search for space." The latter stems from the effect o{ increasing real • 

income on ~he demand for single-family homes on relatively large lots. 

Similarly, industries want larger sites to permit modern one-s_tory layouts 

with ample parking for employees. Vernon concludes: 

There is nothing to suggest that the outward drift of the 
middle class will not continue. There is no rubber band 
being stretched to the breaking point, no growing pressure 
which cannot be contained. (p. 21) 

Nor did Vernon, writing in 1961, feel that the public policies attempt­

ing to achieve urban renewal which were then current would significantly 

alter this dynamic process. He saw little possibility of significant private 

profit in redevelopment -- even with land ''writedowns" contending that 

small developments would be beset by the externalities of their surroundings, 

and large projects, given the large financial commitments, would be too risky. 

Vernon acknowledged that there were some special situations where successful 
·--

redevelopment might be "_pulled off," particularly on sites near· the central 

business district,. for land uses which demand face-to-face communication and 

comparison ~hopping. He also acknowledged a limited demand for luxury housing 

in a central location. But he saw: 

Beyond the immediate limits of the central business district, 
extending deep in every direction, are many miles of structures 
which will not be recaptured within our lifetimes. In these areas, 
in the normal course, one can expect the structures to continue 
to decay, the populations gradually to decline and thin out, the 
_jobs slowly to fall off in number. (p. 46) • 

Scott Greer, examining the urban renewal program at a somewhat later date, 

came to the same basic conclusions. (Urban Renewal and American Cities, Bobbs­

Merrill, 1965) In his terms, a changing space-time ratio made possible by 
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transportation improvements -- particularly the auta;3obile -- has sharply 

increased the locational freedom in metropolitan araas. This has meant 

that centrality has lost the former value which it meld under a different 

technology and that the central city will cease to gJrow. 

For it could have grown only through a more intrensive use 
of land .••. Such structures, however, do not fit enther the 
residential requirements of the population or theineeds of 
the horizontal, continuous-flow factories. (p. 13Jl) 

Greer, like Vernon, feels that central city howsing, at a comparative 

disadvantage with suburbia, will continue to filter d!own to lower-income 

groups. He recognizes explicitly that such a populat'.:ion will require ex­

pensive public services. Further, he notes the outward shift of industrial 

activity and commercial establishments will aggravate the problem on.the 

revenue side. 

We can expect the discrepancy between costs andl '.tax-yield 
to increase continuously .... The basic need is for:-,a ·tax in­
come that distributes cost of the central city ta, ithose who 
use it. The desired result, an increase in public: moneys for 
the central city, seems easier to achieve through, 1programs 
that address it directly than through programs se:clking to 
reverse the entire development of urban complexes:_ (p. 180) 

These studies of urban problems thus reinforce ~he view that the dynamic 

growth process which accompanies improvement in the ~rivate lives of most 

residents of metropolitan areas has the effect of worsening the cost-revenue 

problem of central city governments. 
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4. Problems in the Financing of Urban Services 

A further dimension of the urban economic problem is the inability 

of urban governments to generate revenues of sufficient size to meet 

their rapidly expanding expenditure requirements. Pressures 9n urban 

public budgets stem from the need for an expanded scope and improved 

quality of public services, rising costs over time, and the fact that 

for most public services the cost of providing a givien level of final 

output is much higher for our large cities than for smaller communities. 

This last point may seem a bit surprising in view of. the considerable 

emphasis often placed on economies of scale in production. However, 

recent studies of the costs of supplying urban public services suggest 

that economies of scale for such services as ·education, police protection, 

1 and others, are exhausted at a relatively small city si~e. Thus, our 

, big cities gain little in terms of cost-savings from. large-scale opera­

tions. On the other hand, the high level of congestion costs in terms· 

of such things as increased crime, magnified sanitation problems, etc., 

in our large cities mean that more physical inputs are required to generate 

the same level of final output to residents (e.g., safety, cleanliness, 

etc.) than is needed in smaller communities. It simply costs more per 

person to meet the needs for public services of the residents of our 

urban areas. 

The constraints on the cities' capabilities to generate revenues have 

made it practically impossible for urban public officials to meet the needs 

1. • ·For a summary of cost studies of scale economi.-es for urban pub lie 
services, see Werner z. Hirsch, "About the Supply of Urban Public Services," 
Paper for the Conference on Urban EconoQics, Washington, D.C., Jan. 26-28, 
1967, p. 46. 
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of their constituencies. Local governments in the United State~ have 

the 
relied heavily on~property tax as a source of funds; in 1964, for ex-

ample, property taxes accounted for almost 90% of local-government tax 

receipts. However, the base of the property tax, namely the market 

value of taxable property, has not risen rapidly enough to meet the 

budgetary needs of local governments. The base of the property tax 

2 
appears to have grown at about the same rate as GNP, but, as we have 

seen, city-government spending and needs have risen at a rate far in 

excess of this. As a result, city fiscal officials have desperately 

sought further sources of revenues. Tax rates for the property tax 

have risen steadily in our large cities, and officials have adopted 

new taxes. To an increasing extent, urban governments in the United 

States are employing sales and income taxes and additional user charges 

r· for public services to supplement the property tax. As a result, we 

find that in 1962 metropolitan governments were collecting $11.14 per 

.capita in general and selective sales taxes as compared to an average of 

3 only $1.90 for communities outside our metropolitan areas. Both the 

range of taxes and the levels of tax rates tend to be significantly 

greater in o~r large cities than in smaller municipalities. 

To. the extent that a community provides a superior package of 

public services, residents will be willing to pay more in taxes; benefits 

from better public services (like private goods) are something for which 

people will pay a prendum. However, in the case of our urban areas, the 

2. For a SUJ!IIllary of studies of the elasticity of the property tax, see 
Dick :t7etzel', Economics of the Property Tax, Washington, D.C.: The Brookings 
Institution, 1966, pp. 184-190. 

J. "Break, op. cit.,p. 171. 
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evidence suggests that city-dwellers are compelled ~o pay more for what 

is often an inferior set of final outputs. The res~dent of one of our 

large cities pays for a bigger police force, but crime rate: remain 

higher i~_our urban areas than elsewhere; he pays more for sewerage 

and sanitation, but he suffers from intense air pollution. All this 

provides a powerful incentive for an individual to leave the city, to 

settle in a smaller suburban community where his tax bill will be less 

and where the public services he receives will prob~bly provide him with 

a higher level of satisfaction. Attempts by city·officials to increase 

taxes may well serve to encourage this exodus, an e:!'JOdus. of individuals 

and industry which leaves the cities with a contracted tax base and a 

larger proportion of low-income and unemployed resi<t.:nts. And the proce~s 

of cumulative decay of our cities continues. 

The plight of our cities is a source of growing attention and concern. 

In this connection, it is encouraging to find in this year's Annual Econonic 

Report of the President an explicit recognition of the gravity of the urban 

problem. The President devoted a section of his report to "Cities and 

Housing" in which he acknowledged the great magnitude of the problem and 

the inability of the cities "to afford the massive expenditures necessary. 

to solve these problems" (p. 19). The President's remarks were amplified 

in the report of the Council of Economic Advisors. The Council's con­

clusions are similar to those advanced in the present report: 

( . 

In short, too many cities realize the worst ·of all 
possible worlds, with strained budgets, inadequate 
expenditures for public services ranging from educa­
tion to law enforcement, burdensome property taxes 
which spur the.exodus of wealthier tax payers and 
discourage job-creating business, and partial, ex­
cessively costly solutions to problems that extend 
far beyond the city's jurisdiction and control (p. 157). 
. , . 
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From some other sources, however, have come what appear to be somewhat 

more optimistic reports. Several analyst~ have undertaken projections of 

state-local spending and revenues over the coming decade, a~d in~ in-

stances their projections suggest that the growth in the tax base will 

probably be sufficient to provide the revenues.necessary to meet.future 

expenditure ~equirements without the need for further increases in tax 

rates or ·the adoption of new forms of levies. In June, 1967, for example, 

the Committee for Economic Development published A Fiscal Program for a 

Balanced Federalism in which they reach essentially these kinds of conclu­

sions in terms of projections for 1975. The CED finds that, to maintain 

the same scope and quality of state-local public programs, expenditures 

will need to increase from $74.5 billion in 1965 to $98.5 billion in 1975. 

On the revenue side, projected receipts for 1975 come to $119 billion. 

Thus, it would appear that the states and localities can expect not only 

enough revenues to maintain existing programs, but also additional funds 

for purposes of expanding both the scope and quality of public services~ 

A primary source of these optimistic projections is the changing age 

composition of the U.S. population. By the 1970's the products of the 

post-World War II baby boom will have passed through the schools. As a 

result, the increase in the 5-17 age group ''will fall from 35 per cent 

in 1955-65 to 7 per cent in 1965-75'' (p. 25). Also, 'There will be a 

decline, from 25 per cent in 1955-65 to 17 per cent in 1965-75, _in the 

gr.owth rate of older citizens, who are relatively heavy beneficiaries 

of health and welfare services" (p. 25). Finally, the CED projections 

do make some alJowance for rising relative costs in the production of 

state-local public services; the projections assume that the relative 

cost of these services will rise by 15% over the period 1965-75. 
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These studies"must, however, be interpreted wi.C:h care. First, the 

CED analysis is primarily an aggregative study of tine state-local fiscal 

situation. The study does not, in quantitative tenms, dist'inguish be-
......________ 

tween state, central city, and suburban spending arrcf revenues. And, as 

we have argued in the present report, this is the h:.e.art of the problem. 

In many cases,· the taxpaying capacity is the greate.s,t in the suburbs, 

while the needs are the greatest in the large cities. Thus, .even if the 

aggregate projections of the CED are correct, there ·.may well exist a 

serious imbalance between revenues and expenditure rrreeds among different 

levels and jurisdictions of government. 

Second, one cannot feel overly confident about ~he accuracy of the 

projections. The projections are ba.sed on assumptions, many of a relative­

ly uncertain character and with respect to which the results are quite 

-~ _sensitive. Projected revenues, for example, depend Qn continued high 

employment and output; a sagging economy would resul~ in a significant 

loss in revenues. The rise in relative costs, the importance of which we 

have stressed in this report, may well exceed the 1% assumed by the CED. 

In fact, the data we have found suggest that this is quite a conservative 

estimate of prospective rise"$ in relative costs. In addition, the CED 

1975 revenue projection of $119 billion includes an estimated $26 billion 

in federal grants-in-aid to states and localities (up from about $15 

billion in 1965). Thus the CED results are heavily dependent on the CED's 

• vision of the future course of events. Indeed, the sensitivity of these 

sorts of projections to the assumptions adopted explzins why there exist 

wide-differences among projections emerging from diffarent studies. 
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Finally, we should stress (as does the CED) that expenditure figures 

are projections of what spending would have to be to maintain the present 

scope and quality of existing public programs. The need to upgrade educa­

tion, health, and other public services means a further growth in spending. 

But even more critical, if the arguments advanced in this report are correct-, 
. I . 

the urban problem will require for its solution massive new programs, many 

of which are perhaps not even yet envisioned. If this be the case, the 

solution to the urban problem is clearly beyond the means of the cities 

themselves. 
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S. Partial Character of the Literature 

Although there have been a number of useful studies of urban economic 

problems, they have generally either been piecemeal in character, have_ not 

studied policy in terms of the requirements for the reversing of a dynamic 

mechanism, or have been largely descriptive analyses of the private sector 

with _insufficient attention to the cumulative cost-revenue pressure on 

central city governments. None of them takes the integrated dynamic ap-

·proach to urban policy planning that is recommended in this report. 

Many of the early postwar studies were primarily monographic in 

structure, involving a series of partial examinations of problems which 

failed to explore sufficiently interrelationships and dynamic factors. 

Among the most notable of these were Coleman Woodbury (ed.), The Future 

of Cities and Urban Redevelopment and Urban Redevelopment: Problems and 

Practices (U. Chicago Press, 1953); ·Miles Colean, Renewing Our Cities 

(Twentie.th Century Fund, 1953); and Hartin Meyerson, Barbara Terrett, and 

Villiam Wheaton, Housing, People I and Cities (McGraw-Hill, 1962). The 

last was a single-volume summary and partial integration of a seven-volume 

series in Housing and Community Development sponsored by ACTION, a non­

profit organization founded in 1954 to help improve the quality of life 

in urban areas. 

Two detailed empirical studies of specific metropolitan areas, New 

York and Pittsburgh, provided a more dynamic framework, but were intended 

largely as descriptive analyses and took the form of partial studies of 

separate areas which were then synthesized. The nine-volume study of the 

22-county New York Metropolitan Region was directed by Raymond Vernon. 
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The summary and synthesis is contained in his Metropolis 1985 (Harvard 

University Press, 1960)~ The Pittsburgh study, directed by Edgar M. 

Hoover, in Region in Transition, Portrait of a Region and Region with a 

Future (University of Pittsburgh Press, 1963, employed more sophisticated 

analytical techniques but was slmilar in emphasis. Neither study 

addressed itself to policy implications in any significant way, particularly 

to the alleviation of cumulative cost pressures on central city governments, 

a problem which their analysis implied was likely. 

Studies of a more programmatic_nature which have addressed themselves 

to central city problems have emerged out of the Federally-assisted Community 
-

Renewal Program (hereafter CRP), begun: in 1959. This program authorized 

federal grants to localities for comprehensive studies of the renewal problem. 

As later defined through administrative action, these studies must deal 

explicitly with: a) the need for renewal, b) its economic basis, c) 

community renewal ioals, d) the resources needed and their likely avail­

ability, and e) a time-phased program for action. See David A. Grossman, 

. ''The Community Renewal Program: Policy Development, Progress and Problems," 

Jour. American Institute of Planners (November 1963), 259-69. 

The federal government has encouraged use of CRP's to develop new and 

more powerful methods of analysis and policy developments. Two cities, 

Pittsburgh and San Francisco, attempted to develop mathematical simulation 

models of their economies to enable systematic testing of implications of 

alternative renewal policy decisions. For an early description of the San 

Francisco effort, see Robinson, Wolfe and Barringer, "A Simulation Model 

for Renewal Pro.gramming," Jour. Am. Inst. Planners (Nay, 1965), 126-34; on 

the Pittsburgh model, see Wilbur A. Steger, "The Pittsburgh Urban Renewal 

Simulation :Hodel," idem, 144-50. 
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Unfortunately, the ambitious Pittsburgh model never became operational. 

The San Francisco model, while operational, is extremely cumbersome and has 

only been employed to test two alternatives a projection °of existing 

policies and an alternative se~ of recommendations developed independently 

as part of the CRP. (Information contained in a lecture by Mr. Harry B. 

Wolfe on the San Francisco CRP at the New York Acaderay of Sciences, May 18, 

1967.) A complete report on the San Francisco CRP is provided in Arthur D. 

Little, Inc., Community Renewal Progrannning 

(Praeger, 1966). 

a San Francisco Case Study 

.. 
Although the various Community Renewal Programs represent"more 

sophisticated analysls of urban problems than heretofore attempted, they 

continue to share significant shortcomings. }fost important, although they 

are reasonably comprehensive and integrated within city boundaries, they 

fail to examine policy within the total metropolitan context. They therefore 

tend to ~eglect vital dynamic and strategic elements of the problem. Second, 

CRP's are supposed to focus on renewal as a process, but they have been 

funded and carried out on a project basis. This has meant that they do not 

provide for sufficient feedback and modification of analysis and policy 

through time. Finally, although CRP's are implicitly geared to optimization 

notions, the "objective function" has not generally been specified precisely. 

Excellent comments on this point are provided in Frederick O'R. Hayes, 

''Operations Research: A Statement of Requirements," Planning 1964, Proceedings 

of Am. Society of Planning Officials Conference, 68-77. More information 

on CRP's in general is given in "The CRP: A Critical Evaluation," Planning 

1966, 20-29. The Philadelphia CRP, while not developing a sophisticated 

model, has reportedly done an excellent job in goal specification and attempt­

ing to build in systematic evaluation of alternatives into the city decision 

process. But it also is partial in not explicitly considering the metro; 

politan context. See James Bailey, "Philadelphia Renews Renewal," 307 
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Scott Greer summarized his recent study of urban renewal (Urban Renewal 

and American Cities, Bobbs-Merrill, 1965) by stating that: 
. 

[the] most important limits are the limits of our knowledge. 
We have never before faced a wealthy, rapidly charging urban 
complex, with a determination to mold it into a form suitable 
to our desires. We do not know enough about the forces pro­
ducing the metropolis and we know less of the strategems that 
would allow us to control its growth.-

If the federal government really _means to solve serious urban problems, 

basic research on these questions deserves a priority it has not heretofore 

enjoyed. 
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6. Implications for Further Researcll 

In the text of the report a pessimistic prognosls was erected on a 

foundation of fairly simple factual assertions: (l) that the cost of 

•~rvices now provided by urban governments has risem, and can be expected 

to continue rising, more rapidly than costs in other sectors of the economy; 

(2) that the development of our cities, in certain k~y aspects, takes the 

form of cumulative processes of deterioration, again.st which most current 

efforts can serve as no more than stop-gaps; and (3) that efforts by the 

cities ·to raise the increasing revenues needed even it:o "stand still" may 

have the perverse effect of hastening the processes of deterioration, 

driving out industry and the middle classes and ther.eby exacerbating the 

cities' financial plight. Each of these assertions nas been illustrated 

by plausible examples. The first, regarding the relative productivity 

lag in providing urban public services, has been documented briefly in an 

appendix. However, formulation of effective national policy to deal with 

urban problems will require a careful refinement and verification of all 

three statements. 

The examination of cost trends and elucidation of the technology of 

producing urban public services is in one respect th~ easiest and in an­

other the most difficult of the three empirical research tasks. A 

considerable bvdy of statistical data is available which can give highly 

suggestive evidence concerning productivity trends. But, coming to close 

grips with the problem is made extreoely difficult hy problems in develop­

ing satisfactory measures of output of most governnental services. However, 

intensive analysis will provide a more secure basis for identifying those 
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areas of services where most rapid rises in costs can be anticipated, and 

may isolate areas in which investment in innovation is promising. Thus, 
I • 

it is important that we direct more effort to the measurement of output 

of public services and to productivity trends for these services. 

Verification of the second factual assertion will involve the most 

substantial'empirical research effort. What we need is a basic understand­

ing of how cities grow and change over time~ Here the problem will be to 

identify and define carefully processes of urban development to test their 

cumulative nature and to measure rates of response. For example~ in the 

case cited in a previous appendix of the relationship between per capita 

income and a measure of deterioration, an empirical problem would be to 

quantify the critical parameters. Finally, and crucially, the links 

between available policy options and parameters of these cumulative processes 

r 
l must be discovered and measured._ This will help identify actions capable 

of yielding fundamental -- rather than symptomatic -- improvement and assist 

in assessing the costs of such programs. Success will depend upon discover­

ing useful, simple approximations to the very complicated present evolution 

of cities. 

Finding appropriate simplifications will be the primary problem in 

empirical work on the third assertion -- that dealing with the peculiar public 

finance problem of central cities -- which lies in the overlapping of economics 

and ~olitical science. There is a great variety of f9rms of government in 

metropolitan areas, and the objective of the research will be useful 

quantitative generalizations about the relationship between governmental 
. . . . 

structures, especially the area pattern of jurisdictions, and possible perverse 

effects of efforts to finance governmental services. For example, we need 
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to know what the ~£feet of local tax policies on the location of industry 

will be. How great a deterrent, for instance, is a 1% increase in local 

property taxes to the entry of new business enterprise? Considerable re­

search has. already been directed to this sort of problem,but. further 

efforts are needed to quantify the relationships presently only qualita­

tively observed or predicted, and to relate them to the cumulative 

processes discussed above. 

In addition to the research into the factual nature of urban problems, 

further effort is needed to exploit the facts.· The basic task here is the 

laying out of alternative "attainable cities" with the associated costs of 

attainment. Under the assumption that available policy options do enable 

us to alter the equilibria of some or all of the crucial cumulative processes, 

what are the patterns that can be obtained in this way, and what are the 

actions required to achieve each of them? The actions need not, and probably 

will not, be confined to new expenditure programs. They may include shifts 

in the source·of finance, from central city to metropolitan area, county, 

state or Federal levels, changes in zoning policies, variation of the 

transportation pattern, or changes in pricing policies for urban services. 

These lines of research are designed to assemble a knowledge of the facts, 

or, more accurately, a useful simplified picture of the world of urban 

economic problems, and on that basis to marshall the alternatives benefits and 

cost patterns for political choice. However, systeraatic research should also • 

be able to offer guidance in this last problem. This ls the problem of defin­

ing objectives. Cities arise, at least in great measure, in response to 

economic forces and provide economic benefits both to their residents and 

in varying degrees to others throughout the economy. Economic theory, 

however, suggests that where there are high concentrations of independently 
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acting individuat"s 'and businesses, the "external effects" of on": person's 

actions -- the effects on others which he does not take into account in 

his decisions -- may become very significant. A careful accounting of 

these effe·cts often provides a compelling case for remedial governmental 

policies. Second, the particular services now provided by urban govern­

ments have been determined in part by historical circumstances no longer 

relevant. Careful analysis may reveal strong grounds for shifting the 

burden of such services, or at least the financing of them, to other 

governmental levels. For example, some of our cities have served as a 

kind of "school" for successive immigrant groups from abroad, and serve 

currently for "immigrants" from rural areas. They teach economic skills 

needed in a complex industrial structure.and political skills needed in a 

complex national society. These groups have required the provision of 

welfare servfces by the cities. When the cities' boundaries contained high 

concentrations of wealth, such services could be locally financed. In the 

light of the factual assertions with which th.is section opened, considera­

tion should be given to shifting of the financing of this service, which 

offers benefits to·. society as a whole,· away from the cities. If cities, 

however, continue to have a special advantage in performing this schooling 

function, perhaps their capability of performing it should be enhanced. 

This section has outlined three general levels of research that are 

called for by the reasoning in the text of the report. First, yerification 

of certain facts which preliminary analysis suggests are of critical import­

ance to the understanding of urban economic problems; second, on the basis 

of the facts, assembling the feasible consequences of policy decisions; and, 

third, application of economic analysis to assist in the choice of objectivesh 

All thre~ levels demand attention and offer promise of useful results. 
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I. INTRODUCTION 

This paper documents the various demographic projections 

and social deficit calculations completed by the Task Force 

• on Cities. Its aim is to describe the data and assumptions 

behind the numbers that appear in the main body of the 

report.* 

our organization of topics roughly follows the sequence 

of analysis as it actually occurred. Early in its delibera­

tions, the Task Force decided to focus on the problems of 

race and poverty. Thus our initial concern was with the 

cities in aggregate; we wanted first to understand the 

dimensions and trends of the total problem population. 

This exercise indicated that the costs to provide 

minimal standards of living in cities might be lower than 

we had originally expected. We were led to postulate a 

group of programs for city improvement, and make a crude 

estimate of their cost. 

our aggregated analysis also shed some quantitative 

light on the frequently-noted trend towards Negro majorities 

in cities. In particular, we noted that some cities were 

more advanced in this trend than others, and had higher 

rates of Negro growth. By applying our general projection 

models to the individual city parameters, we were able to 

* Here the term "city" refers to the central city. 
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estimate approximately when such cities would reach a 

Negro majority. In this same context, we also attempted 

various measurements of the disparities between cities 

and their suburbs. 

II. RESULTS 

A. CITIES IN THE LARGE: ALTERNATIVE MODES 

Tables 1 through 9 show our alternative 15 year 

projections for cities in the aggregate. (Figures 1 and 

2 summarize the tables.) The 9 cases are combinations 

taken from 3 alternative levels of city action and 

3 alternative models of white and Negro growth. The 

alternative levels of action are: 

Austere-Uninterrupted - Federal city programs 

continue at their present level. No attemp~s 

to integrate the city or its suburbs. 

Enriched-Uninterrupted - Federal city programs 

expanded sufficiently to bring living standards 

of the poor up to national minimums. No 

attempts to integrate the city or its suburbs. 

Enriched-Constant - Enrichment as above, in 

consonance with a Federal program to move non­

city Negroes into the suburbs. The extent 

of this Negro out-migration is sufficient to 

maintain the Negro city population at its present 

level. 



The alternative growth assumptions are: 

Conservative Model - City size remains constant. 

Negro natural growth rate is .017; in-migration 

rate is .021 (.042 under enrichment). 

3 

Moderate Model - City whites out-migrate at a 

constant rate of .028 (.010 under enriched-constant). 

Negro natural growth rate is .020; in-migration is 

.018 (.036 under enrichment). 
I 

Extreme Model - City white out-migration is "driven" 

by the ratio of Negroes to whites in the uninter­

rupted cases, reaching an asymptotic maximum of .04. 

White out-migration is the same as in the moderate 

model under enriched-constant. Negro rates are .025 

and .012 (.024) respectively. 

The Negro percentages used are based on the. various time 

periods for which data .are available: 

Conservative - agrees with the period 1950 - 1960. 

Moderate - agrees with the period 1950 - 1966. 

Extreme - agrees with the period 1960 - 1966. 

The assumption for white out-migration in model 1 is a 

conservative lower bound. Model 2 assumes a rate slightly 

above the rate for 60-66. Model 3 matches the history of 

city whites over the entire period 50-66; this shows a 

continually increasing rate of white out-migration. 
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Tables 1 to 9 also give the distributions between 

non-poor and poor, and within the poor group, the distri­

butions among aged and infirm, depenne~t children, and 

other poor. These subpopulations constitute the various 

-universes of need to which our enrichment programs are 

applied. Reductions in the "other" poor group under 

enrichment reflect our basic assumption that the postulated 

job training program will move significant numbers out 

of the "poor" category. 

B. COST ESTIMATES 

Table 10 shows out cost estimates for the austere­

uninterrupted city mode. The costs are based on Bureau 

of the Budget estimates of FY 68 expenditures to the total 

poor. The city portion of these expenditures has been 

allocated on a per capita basis. 

Table 11 summarizes the estimated costs for all 

central cities under the enriched-uninterrupted and enriched­

constant assumptions. Increased federal expenditures have 

been calculated in seven assistance sectors: 

(1) Employment 

Our employment program for city poor involves 

two kinds of activity -- job training and job 

development. The assumed cost factor for job train­

ing if $2100 per participant, based on current MOTA 
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experience. The costs for developing the required 

job market divide 1:2 between "new careers" positions 

in the city ($5000 per job) and more conventional 

jobs in the suburbs ($300 per job). The latter 

factor is for an improved city-to-suburb transporta­

tion network. 

(2) Education 

• The costs for education assume a $1,500 annual 

"scholarship" for all poor white children, and all 

Negro children in cities. 

(3) Income 

Our estimates for an expanded welfare expenditure 

derive from the Orshansky definition of poor. An 

adequate welfare expenditure involves an average 

$830 per capita. 

(4) Housing 

Improved housing costs are based on our judgment 

about the quality of housing a poor family should be 

able to acquire. The dollar differential between 

this quality and 20 percent of family income is taken 

as the required amount of federal supplement. Average 

expenditure is about $370 per capita poor. 

(5) Health 

A factor of $150 per capita is applied to the 

total poor population. This is a weighted average 

of the current aged and non-aged private expenditures. 
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(6) Physical Security 

Our cost estimate for improved city security 

services assumes a significant salary increase for 

security personnel {police, etc.). The federal share 

of this cost is about $30 per city resident (including 

poor and non-poor). 

(7) Negro Dispersion to Suburbs 

The cost estimate for dispersal assumes the 

expense of both a housing and an education subsidy: 

- $2,000 per out-migrating family in the first 

year for a housing down payment. $600 annually 

for the first 5 years .. 

- $1,500 per out-migrating school-age child 

annually for the first 5 years. 

Tables 12 through 17 detail the costs of Table 11 

by assistance sector and race. Three qualifications are 

appropriate: 

(1) The costs are shown in present (1967) dollars. 

We have not attempted to account for either normal 

inflation or the compounded inflation which seems to 

accompany the cost of services. 

(2) Only direct expenditures by the federal govern­

ment are accounted. Costs for government administra­

tion and local government costs are not included. 
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(3) our enrichment costs assume that the implied 
. 

demands on other non-monetary resources will be met. 

There is reason to believe that this would not be 

the case (the limited number of doctors is an example), 

but we have not attempted to estimate the shortage 

costs involved. 

C. CITIES IN THE SMALL 

1. Racial Trends 

On the basis of the.average 50-60 behavior 

described by our aggregated models, 16 cities were 

selected for further individual analysis. The 

3 models of the austere-uninterrupted city mode were 

applied to each, with these results: 

Cities which will likely reach 50% Negro by 

(a} 1973 

Baltimore 
New Orleans 
Newark 
Richmond 
Jacksonville 
Gary 

(b} 1978 

Detroit 
Cleveland 

• St. Louis 

(C} 1983 

Chicago 
Philadelphia 
Oakland 

(d) 1985 

Berkeley 
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By 1985 both Los Angeles and New York are likely to 

be about 35% Negro. 

8 

These 16 cities in 1960 represented aLout 40% of 

the total city population. The uncertainty in our 

50% Negro estimates for each is shown in Table 18. 

Figure 3 plots projected racial trends for the 

4 largest cities. 

2. Investment Patterns 

We have also attempted to measure economic growth 

in these cities. The data available for analysis 

extend no further than 1960, but the results are ·still 

significant. In the decade from 1950 to 1960, the 

12 most.changing cities exhibited the following average 

patterns: 

(a) The ratio of non-whites to total increased 

by a factor of 1.6. This same ratio decreased by 

1 percent in the remaining U.S. 

(b) The total number of housing units increased 

by 8 percent. Total housing outside the cities 

increased by 28 percent. 

(c) The total number of retail establishments 

decreased by 9 percent. In the remainder of the 

U.S., this number increased by 7 percent. 
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(d) The dollar manufacturing value added increased 
• 

by 41 percent. The same dollar volume increased 

by 96 percent in the remaining U.S. 

(e) The total number of service establishments 

increased by 12 percent. outside the cities, 

the corresponding increase was 25 percent. 

Table 19 details this analysis by ~ity. 
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III. METHODOLOGY 

In this section, we describe the data and assumptions 

on which the preceding results are based. The discussion 

falls under two main headings -- Population Models and 

Cost Models. 

A. POPULATION MODELS 

1. Cities in the Large 

The first task was to find a procedure for 

predicting the average composition of U.S. cities 

15 to 20 years hence. To do this, we separated the 
. 

white and Negro components of city population and 

postulated individual growth models for each. Con­

servative, moderate, and extreme models were developed 

in terms of Negro growth and white reductions so that 

a range of estimates could be provided. 

The Negro component for all 3 levels was represented 

by the same generic form. This expresses the Negro city 

population at any time as the sum of the initial city 

population, plus natural city growth to that time, 

plus net in-migration to that time. Natural growth 

is calculated as a constant percentage of the existing 

city population; in-migration derives as a constant 

percentage of the population remaining outside of cities. 
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The formal equation is 

Pn(t) = Pn(o)egt + [Pn - Pn(o)~e(g-m)t, (1) 

where; 

Pn(t) 

Pn 

g 

m 

xt e 

th • = Negro city population in the t- year, 
in millions 

= total U.S. Negro population in the initial 
year, in millions 

= Negro natural annual growth rate, in percent 

= Negro annual out-migration rate, in percent 

= an approximation for the expression (1 + x)t 

There is a different white population model (or 

each level of reduction. The most conservative assumes 

that total city population will always remain constant, 

no matter what the change in Negro-white proportions. 

This presumes that the only force driving white out­

migration is the city's lack of additional living space. 

The equation is 

Pw(t) = Pw(o) + Pn(o) - Pn(t), (2) 

where; 

Pw(t) = white city population in the t th year, 
in millions 

The moderate model of white out-migration assumes 

that whites will leave the city at a rate equal to a 

constant annual percentage of the remaining city 

population: 
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Pw(t) = Pw(o)e(g-rn)t (3) 

where; 

g = white natural annual growth rate, in percent 

m =whiteout-migration rate, in percent 

The extreme white model describes a cumulative 

process; the percentage of whites out-migrating in a 

given year is influenced by the ratio of Negroes to 

whites at the beginning of that year. The equations 

in this case are: 

Pw(t) = Pw(t - 1) [g - M(R(t - 1))], (4) 

where; 

R(t-1) = Pn(t - 1)/Pw(t - 1) 

M(R(t-1))= an increasing function of R 

. 
The data available to test and "fit" these models 

were as follows: 

Population Size, millions 
Population Group 1950 1960 1966 

* 1. Total Central City 48 58 58 
2. Central City White 42 48 46 
3. Central City Negro 6.3 9.7 12 
4. Total Negro U.S. 16 19 22 
5. Total White U.S. 135 159 171 

Sources: Refs 1, 2, 4 and 5 

For the Negro models, we noted that the 50 to 60 

period showed the lowest rate of city increase, and 

* Whites plus Negroes. Other city non-white not included. 
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that the period from 60 to 66 showed the highest 

(line 3). These two periods were used as bases for 

the conservative and extreme cases. The total period 

from 50 to 66 was taken as the moderate case. 

Using line 4, we first derived values for g. We 

then substituted these and the appropriate values from 

lines 3 and 4 into equation 1 to get corresponding 

values of m. The resultant parameter estimates were 

conservative; g = .017, m = .021 

moderate; 

extreme; 

g = .020, m = .018 

g = .025, m = .012 

We arbitrarily assumed that, under enrichment, Negroes 

would migrate to cities at twice the rate otherwise. 

The conservative white model follows directly from 

the Negro. To find a value form in the moderate model, 

we first calculated g over the 60 to 66 period: g = .013. 

The sum of i:his value and the net annual percentage 

reduction from 60 t'o 66 (line 2) gave a value of .022 

form as of 1965. We arbitrarily increased this to 

.028 to reflect probable continued growth to 1968. A 

value of .010 was selected to describe the reduced 

white out-migration that w,:>uld surely accompany a 

constant ghetto program. 
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To derive values for our extreme model of white 

growth, it was necessary to solve the equation for 

M(R(t - 1)) in terms of 5 year interval~ ra~her than 

one year. The city population data we required were 

not available for successive years. 

The primary data available were for 1950, 1960, 

and 1966. Ke estimated a white city population of 

47 million in 1955 by graphical interpolation. Using 

the conservative Negro model, we also found a 1955 

Negro value of 7.9 million. By ignoring the possible 

inaccuracies arising from using the 60 to 66 data to 

represent a 5 year period, 'we were thus able to 

synthesiz~ 3 data "points": 

Year 

1950 
1955 
1960 

Ratio of Negroes 
to White 

.15 

.17 

.20 

Percentage of White 
Out-migration over the 
Immediate 5-year Period 

-.05 
.05 
.12 

We expected this function of percentage vs. ratio 

to behave asymptotically; that is, to grow at a 

diminishing rate towards some upper bound on M. We. 

reasoned that reductions in total city population 

could not continue indefinitely because, as occupancy 

dropped, occupancy costs would also drop. Once prices 
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were so low that city occupancy again became desirable, 

whites would begin to re-in-migrate. 

On this basis, we chose the following f~nctional 

form to represent M: 

M(R(t)) = a - b , (5) 

[R(t)]N 

where t = t/
5 

and a, b, N are constants (Nan integer). 

Fitting the above data to this curve gave the values 

a= .246, b = .001, and N = 3. The value of a is the 

upper limit on Mover a 5 year period -- a maximum of 

about 4% annually. 

Having derived equation 5, it was a straight­

forward matter to set up a calculating routine 

that would interpolate between 5 year periods. This 

completed the third and final model for predicting 

white and Negro city populations. 

2. The Poor 

The next task was to find a means for estimating 

the poor parts of these two populations. We wanted 

also to further subdivide the poor into categories 

that would represent a minimum overlap for our enrich­

ment programs. 
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To derive an expression for poor populations, we 

first compiled the data shown in Table 20. These 

data are in markedly good agreement; the ratios of 

poor to total in all cases remain essentially constant 

over the 5 year period. In the absence of any body 

of theory as to how the poor group changes, we were 

willing to assume that the same behavior would prevail 

in the upcoming 15 years. The constants we elected 

to use were the most recent averages: 

white city poor= .12 x white city total 

Negro city poor= .37 x Negro city total 

As to sub-grouping the poor in cities, we finally 

selected 3 categories. These are the aged and infirm 

(OASD), AFDC mothers and their dependents, and other 

poor. The basic differences among these groups are 

that (a) the first two receive no job training assist­

ance, and (b) the first receives no educational assist­

ance. The census categories adopted to represent these 

groups were: 

OASD - total poor aged 65 and over 

AFDC total poor in a family headed by a female 

Other - all other poor. 
6 Data given by Orshansky showed the following for 

• cities as of 1964: 
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Ratio Ratio 
of . Female of 

Total Aged Aged Family Female 
Poor, Poor, to Poor, to 

millions millions Total r,illiors Total - ------ ---
white 5.6 1.6 .29 1.3 .23 
non-white 4.4 .3 . 07 1.7 .39 

No similar aggregated data were available for earlier 

years, but the special census 1 of Los Angeles and 

Cleveland 6 '~ indicated that these ratios too had 

remained relatively constant over the last 5 years 

(see Table 21). In the same way as before, we assumed 

the following relationships: 

White OASD poor = .29 X White city poor 
White AFDC poor = .23 X White city poor 
White·other poor = .48 X White city poor 
Negro OASD poor = .07 x Negro city poor 
Negro AFDC poor = .39 x Negro city poor 
Negro other poor = .54 X Negro city poor 

3. Non-Poor Poeulati.ons 

The two non-poor populations were simply 

computed as the difference between total city and 

total city poor. 

4. Annual Program Volumes 

There were 3 remaining population groups to be· 

calculated in this aggregated city exercise. These 

were (a) the numbers of job trainees to be proc~ssed, 

(b) the numbers of new jobs to be developed, and 
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(c) the numbers of mainstream Negroes to be redistributed . 
to the suburbs. The first 2 were determined by the 

postulated objectives of our ew.ployment pro~rams; 

the third by our population objectives under the 

enriched-constant city mode. 

Job training requirements were set by 3 assumptions: 

(a) The job training .:>bjective is to reduce the 

other poor group to 25% of its original size by 

1983. 

(b) This will be achieved if the corresponding 

percentage of potential wage-earners in the other 

group undergo successful job-training. Their 

dependents will be elevated to mainstream status 

along with them. 

(c) The postulated program will have a constant 

annual participation rate over the 15 year period. 

(d) The postulated program will provide a year's 

training for each individual, with the following 

success rates: 

- in the first 5 years, 10% of the trainees 

processed. 

- in the second 5 years, 30% of the trainees 

processed. 

in the last 5 years, 50% of the trainees 

processed. 
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First, to derive the potential wage-earners in 

the other group, we assumed the following census 

groups as representations: 

(a) Total "other" includes 

- poor in families with male head, and 

unrelated males, plus 

19 

- poor 18 and over in female head families, 

and unrelated females, less 

- poor aged 65 and over. 

(b) "Other potential wage-earners" includes 

- poor male heads and unrelated males under 

65, plus 

- unrelated females under 65, plus 

- other family members aged 25 to 55. 

Data given in Ref 6 indicated that a set of reasonable 

ratios for these groups were 

( 
potential earners)~ {·6, for white poor 1 {G) 

total other .5, for Negro poor J 
We then expressed the total number of participants 

successfully trained over the 15 year period, TO, as 

a function of the constant training rate, R: 

TO = .1 ( SR) + . 3 { SR) + . 5 { SR) , 

= 4.SR 

• Letting TO equal an amount appropriate to our 

assumed training objective gave 
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(8) 

where; 

0
83 

= 1983 "other" if no ti:ain~n~ were to oc"=ur, 

0 68 = 1968 other, 

K = ratio of potential earners to total other. 

From equation 8, it was a simple matter to resolve 

for Rand derive an annual participation in each case. 

Job development requirements were computed by 

assuming that each potential wage-earner successfully 

· trained would require the development of one new job.* 

Thus our equation could be written . . 
JD - .lR, in the first 5 years, 

= . 3R, in the second 5 years, and 

= .SR, in the third 5 years, 

where 
• 

JD = annual job development requirement. 

Negro dispersion rates were even more simply 

calculated: 

This was based on another Task Force supporting paper, 
The Job Market in Central Cities. The data presented 
therein show that (a) there is already a job deficit in 
cities, and (b) the size of the deficit is growing. 
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D = .2 (P73 - P68 ), for 1968 and 1973, 

P73 ), for 1978, and 

(10) 

where 
• 
D = annual dispersion requirement 

p68 = Negro city population in 1968 

pa = Negro city population in year a, if no 

dispersion occurs 

5. Cities in the Small 

To estimate Negro-white ratios for individual cities, 

it was necessary to make some minor modifications in 

the Negro growth models. The aggregated models assumed 

the entire non-city Negro population as a "reservoir" 

for city in-migration, but this reservoir had to be 

distributed before individual calculations could be made. 

We simply allocated a percentage share of the total 

reservoir to each city on the basis of its percentage 

contribution to the total city population. 

Table 22 is a sample output from the computer 

program which was written to make these individual 

calculations. 

B. COST MODELS 

The assumptions underlying our unit cost factors were 

summarized in section II.B. Here we discuss some of the 

additional details involved. 
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1. Employment 

The $2,100 cost per job trainee 'Was taken directly 

from current experience in the MOTA Institutional 

Training Program. A rough breakout of actual cost 

in.1967 was: 

Training cost $ 840 
Subsistence allowance 1,260 

.. 
Total $2,465 

minus assumed 
welfare supplement - 365 

Total program cost $2,100 

Source: w. Jacobson, Office of Economic Opportunity 

Cost per unit for new careers-type jobs in the 

service sector was based on an estimate made by 

Riessman 10 . This was that $5 billion could provide 

1 million jobs. 

There were no data available to indicate how fast 

such jobs could be opened up. Starting with a 1965 

service job market in cities of about 7 million, we 

were able to estimate that 2 million of these might 

generate additional lower skilled jobs.* Given the 

complexities involved in this approach to jobs, a 

yield of 1% per year in the first few years did not 

seem unreasonable. We assumed: 20 thousand jobs 

available annually in the first 5 years, 60 thousand 

This ratio was estimated for the total service job 
market in Ref 11. 
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annually in the second 5 years, and 200 thousand 

annually in the last 5 years. 

23 

The cost factor for the remaining job requirement 

was based on our city-suburb transportation recommenda­

tion. We assumed the equivalent of a $1 per working 

day subsidy to each training graduate. 

2. Education 

Our education factor was taken directly from 

T. Sizer's recommendations in the report proper. We 

used the following ratios, taken from data in Refs 6 
. 

and 15 to calculate the size of the universes of need: 

Poor Group 

Mainstream 
AFDC poor 
Other poor 

3. Income 

Ratio of Children to Total 
White Negro 

NA 
.67 
.29 

.32 

.75 

.32 

Here we used the income deficit data developed by 

12 13 Orshansky ' . These showed the difference between 

actual income and minimum poverty income for various 

poor populations. The actual incomes shown included 

Federal, state and local welfare transfers, and an 

additional calculation was necessary to separate these. 

(Here we used data presented in Ref 14.) In 2 of the 

• 3 populations (OASD, AFDC), the result was that personal 

income supp~ements were negligible. Personal supplements 
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for the "other" group were about $300 per capita 

(slightly less for Negroes). In all 3 groups, the 

differences between the respective white and Negro 

cost factors were negligible. 

The final cost factors by group were: 

OASD 
AFDC 
Other -

4. Housing 

$1,200 per capita per year 
$770 per capita per year 
$680 per capita per year 

24 

To estimate an "adequate" expenditure in this 

assistance sector, we calculated the additional income 

the poor would need to attain decent housing. Our· 

assumptions of "decent" housing levels translated 

themselves into the following annual housing costs: 

Poor Group 

OASD 
AFDC 
Other white 
Other Negro 

Household 
Size (avg) 

1.5 
3.8 
2.6 
3.7 

Assumed Decent Annual Housing 

1,200 
1,800 
1,600 
1,900 

Ex 1enditure 
d Per Capita 

800 
470 
610 
510 

The difference these per-capita expenditures and 

20% of the respective per-capita incomes was taken as 

the final housing subsidy: 

Poor Group Housing suEsicl:t 
White Negro 

OASD 500 500 
AFDC 300 300 
Other 400 300 
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5. Health 

The $150 per capita standard was· taken from Ref 16. 

6. Legal Services 

In terms of the dollar magnit~des being considered, 

the costs for a program of legal assistance to the city 

poor were found to be negligible. We assumed $30 thousand 

per year as the annual cost of a single lawyer and 

supporting staff work. We further assumed that one 

lawyer could dispose of 500 poor cases in a year (about 

2 per working day). This gave a factor of $60 per case. 

Even if 1/10 of the poor adult population annually· 

had legal needs, it would mean only about 500 thousand 

cases each year -- less than $50 million in annual 

expenditures. 

7. Physical Security 

our estimate of an adequate security expenditure 

was based on a recommendation given in Ref 17. This 

suggested raising average police salary from its pr~sent 

$5,300 per year to a level commensu~ate with that of 

the FBI; about $12,000 per year. Assuming a ratio of 

2.5 policemen per 1,000 city residents gave the 

appropriate per capita expenditure. 

8. Dispersal 

No additional details. 
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9. Summary 

Table 23 summarizes all of these estimated cost 

factors in a matrix form. A more detailed breakdown 

of our estimate for programmed FY 68 expenditures to 

city poor is also shown in Table 24. 
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Subgrol,lp 

1. Total Central City 

2. Mainstream 

3. Poor 

a. OASD(A) 

b. AFDC (B) 

c. Other 

TABLE 1 

POPULATION ESTIMATES: 
AUSTERE-UNINTERRUPTED GHETTO 
(conservative growth model) 

Population, 
1968 1973 

White Negro White Negro 

45.1 12.9 42.9 15.1 

39.2. 8.3 37.3 9.7 

5.9 4.6 5.6 5.4 

1.8 . 3 1.7 .4 

1.2 1.8 1.1 2. 2 

2.9 2.5 2.8 2.8 

(A) Old age, survivors and disabled 

(B) Aid to families with dependent children 

28 

in M1ll1ons 
1978 1983 

White Negro White t-;cgro 

40.6 

35.3 

5.3 

1.6 

1.1 

2.6 

17.4 

11.1 

6.3 

.4 

2. 5 

3.4 

3 l (': h .. 

38.l 19.1 

33.1 12. 7 

5.0 7.2 

1.5 . 5 

1.0 2. 9 

2. 5 3.8 
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TABLE 2 

POPULATION ESTIMATES: 
AUSTERE-UNINTERRUPTED GHETTO 

(moderate growth model) 

Population, 1n M1ll1ons 

Subgro~p 1908 1973 1978 1983 

White Negro h1hitc Negro White Nepro White Negro 

1. Total Central City 44.5 12.9 40.8 15.2 37.4 17.8 34.3 20.8 

2. Mainstream 38.7 8.3 35.5 9.7 32.5 11.4 29.8 13.3 

3. Poor 5.8 4.6 5.3 5.5 4.9 6.4 4.5 7.5 

a. OASD(A) 1.7 .3 1. 6 .4 1.5 .4 1. 4 . 5 

b. AFDC(B) 1. 2 1.8 1.1 2.2 1.0 2.6 . 9 3.0 . 
c. Other 2.9 2.5 2.6 2.9 2.4 3.4 2.2 4.0 

(A) Old age, 5urvivors and disabled 

Aid to families with dependent children 



r 

1. 

2. 

3. 

(A) 

(B) 

Subgroup 

Total Central City 

Mainstream 

Poor 

a. OASD(A) 

b. AFDC(B) 

c. Other 

TABLE 3 

POPULATION ESTIMATES: 
AUSTERE UNINTERRUPTED GHETTO 

(extreme growth model) 

Population, 
1968 1973 

White Negro White Negro 

44.1 13.0 38.9 15.4 

38.4 8.3 33.8 9.9 

5.7 4.7 5.1 5.5 

1. 7 .3 1.5 .4 

1.1 1.9 1.0 2.2 

2.9 2.5 2.6 2.9 

Old age, survivors and disabled 
Aid to families with dependent childTen 

30 

1n Millions 
1978 1983 

-

White Negro White Negro 

33.1 18.0 27.7 21. 2 

28.8 11.5 24.1 13.6 

4.3 6.5 3.6 7.6 

1.3 . 5 1.1 . 5 

.9 2.6 . 7 3.0 

2.1 3.4 1.8 4 .1 
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TABLE 4 

POPULATION ESTIMATES: 
ENRICHED UNINTERRUPTED GHETTO. 

(low growth model) 

Population, in f.1iIIions 
Subgroup 1968 1973 1978 

Mute Negro h'hitc Negro White Neiro 

1. Total Central City 45.1 12.9 41. 9 16.1 38.7 19.3 

') Mainstream 39.2 8.3 36.6 10.9 34.4 14.0 ... 
3. Poor 5.9 4.6 5.3 5.2 4.3 5.3 

a. OASD(A) 1.8 . 3 1. 7 .4 1. 5 . 5 

b. AFDC (B) 1. 2 1.8 1.1 2. 2 1.0 2.7 

c. Other 2.9 2. 5 2.5 2.6 1.8 2.1 

4. Annual Job Training 
Rate .21 .42 .21 .42 .21 .42 

5 . Annual Job Develop-
mcnt Rate .02 .04 .02 .04 .06 . 12 

6. Annual Dispersal Rate 0 

(A) Old age, survivors and <lisable<l 
(B) Aid to families with dependent children 

31 

1983 

\•,1dte Negro 

35.4 22.6 

32.4 18.1 

·3.0 4. 5 

1. 4 .6 

,9 3.2 

. 7 . 7 

.21 . 4: 

. 11 . 2: 

--



1. 

2 . 
I 

3. 

4. 

s. 

6. 

TABLE 5 

POPULATION ESTIMATES: 
ENRICHED UNINTERRUPTED GHETTO 

(moderate growth model) 

Population, 
Subgroup 1968 1973 

M1ite Negro White Nep.ro 

Total Central City 44.5 12.9 40.8 16.0 

Mainstream 38.7 8.3 35.6 10.8 

Poor 5.8 4.6 5.2 5.2 

a. OASD(A) 1. 7 .3 1.6 . 4 

b. AFDC (B) 1. 2 1.8 1.1 2.2 

c. Other 2.9 2.5 2.5 2.6 

Annual Job Training 
Rate .20 .42 .20 .42 

Annual Job Develop-
ment Rate .02 .04 .02 .04 

Annual Dispersal Rate 0 

(A) Old age, survivors and disabled 
r-- (B) Aid to families with dependent children 
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1n M1ll1ons 
1978 1983 

White Negro \lfui te Negro 

37.4 19.2 34.3 22.6 

33.2 13.9 31. 3 18.1 

4.2 5.3 3.0 4.5 

1.5 . 5 1. 4 . 6 

1..0 2.7 .9 3.2 

1.7 2.1 . 7 . 7 

.20 .42 .20 .42 

.06 .12 .10 . 21 
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1. 

2. 

3. 

4. 

5. 

6. 

TABLE 6 

POPULATION ESTIMATES: 
ENRICHED UNINTERRUPTED GIIETTO 

(extreme growth model) 

Population, 

Subgroup 1968 1973 

White Negro White Negro 

Total Central City 44.1 13.0 38.9 16.0 

Mainstream 38.4 8.3 33.9 10.8 

Poor 5.7 4.7 5.0 5.2 

a. OASD(A) 1.7 . 3 1. 6 .4 

b. AFDC (B) 1.1 1. 9 1.0 2.2 

c. Other 2.9 2.5 2.4 2.6 

Annual Job Training 
Rate .16 .42 .16 .42 

Annual Job Develop-
ment Rate .02 .04 .02 .04 

Annual Dispersal Rate 0 

(A) Old age, survivors and disabled 

r (B) Aid to families with dependent children 

33 

1n M111 ion_s __ 
1978 1983 

~1/hite Negro White Negro 

32.9 19.5 27.2 23.3 

29.2 14.2 24.8 18. 7 

3.7 5.3 2.4 4.6 

1. 3 . 5 1.1 . 6 

.9 2.7 . 7 3.3 

1.5 2 .1 .6 . 7 

.16 .42 .16 . 4: 

.OS . 12 .08 . 2 

~ -
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1. 

l. 

3. 

4 . 

5. 

6. 

Subgroup 

Total Central City 

Mainstream 

Poor 

a. OASD(A) 

b. AFDC (B) 

c. Other 

Annual Job Training 
Rate 

Annual Job Develop-
ment Rate 

TABLE 7 
POPULATION ESTIMATES: 

ENRICHED CONSTANT GHETTO 
(low growth model) 

Population, 
1968 1973 

White Negro White Ne1!ro 

45.1 12.9 45.1 12.9 

39.2 8.3 39.5 7. 7 

5.9 4.6 5.6 5.2 

1.8 . 3 1.8 .4 

1.2 1.8 1. 2 2.2 

2.9 2.5 2.6 2.6 

.29 . 4 2 .29 .42 

.03 .04 .03 .04 

Annual Dispersal Rate 0 .64 0 .64 

(A) Old age, survivors and disabled 

(B) Aid to families with dependent children 

34 

in lHIIion~ 
1978 1983 

White Negro hhite Ner,ro 

45.1 12.~ 45.1 12.9 

40.2 7.6 41.4 8.4 

4.9 5.3 3.7 4. 5 

1.8 . s 1. 8 . 6 

1. 2 2. 7 1. 2 3.2 

1.9 2. 1 . 7 . 7 

.29 .42 .29 . 4 2 

.09 .12 .15 . 21 

0 .64 0 .66 



1. 

2 . 

3. 

4 . 

5. 

6. 

Subgroup 

Total Central City 

Mainstream 

Poor 

a. OASD(A) 

b. AFDC (B) 

c. Other 

Annual Job Training 
Rate 

Annual Job Develop-
ment Rate 

TABLE 8 

POPULATION ESTI.t-".IATES: 
ENRICHED CONSTANT GHETTO 
(moderate growth model} 

Population, 
1968 1973 

White Negro White Negro 

44.5 12.9 42.7 12.9 

38.7 8.3 37.3 7. 7 

5.8 4.6 5.4 5.2 

1. 7 . 3 1. 7 .4 

1. 2 1.8 1.1 2. 2 

2.9 2.5 2.6 2.6 

.25 . 4 2 .25 .42 

.03 .04 .03 .04 

Annual Dispersal Rate 0 .62 0 .62 

- lA) Old age, survivors and disabled 
B) Aid to families with dependent children 

35 

. Millior.~ 1n 
1978 1)83 

~,•ihite Negro White Negro 

41. 0 12.9 39.4 12.9 

36.4 7.6 36.1 8.4 

4.6 5.3 3.3 4. 5 

1.6 . 5 1. 6 .6 

1.1 2.7 1.0 3.2 
. 

1. 9 2. 1 . 7 . 7 

.25 .42 .25 . 4 2 

.08 . 12 .13 . 2 1 

0 .64 0 .68 
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1. 

2. 

3. 

4. 

s. 

6. 

(A) 

Suhgroup 

Total Central City 

Mainstream 

Poor 

a. OASD(A) 

b. AFDC (B) 

c. Other 

Annual Job Training 
Rate 

Annual Job Develop-
rnent Rate 

TABLE 9 

POPULATION ESTIMATES: 
ENRICHED CONSTANT GHETTO 

(extreme growth model) 

Population, 
1968 1973 

\\'hite Negro Hldte Negro 

44.5 13.0 40.8 13.0 

38.7 8.3 35.6 7.8 

5.8 4.7 5.2 5.2 

1. 7 .3 1.6 .4 

1. 2 1. 9 1.1 2. 2 

2.9 2. 5 2.5 2.6 

.20 .42 .20 .42 

.02 .04 .02 .04 

Annual Dispersal Rate 0 .60 0 .60 

Old age, survivors and disabled 
(B) Aid to families with dependent children 

36 

in Mi 11-i ons ___ 
.. 

1978 ]983 

White Negro White Negro 

37.4 13.0 34.3 13.0 

33.2 7.7 31. 3 8.4 

4.2 5.3 3.0 4.6 

1.5 . 5 1.4 . 6 

1.0 2.7 -~ 3.3 

1. 7 2 . 1 . 7 . 7 

.20 .42 .20 .42 

.06 . 12 .10 .21 

0 .70 0 .76 
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Growth 
Assumptions 

Conservative 

Moderate 

Extreme 

TABLE .10 

AUSTERE UNINTERRUPTED COSTS 

Annual Costs, $B 
1968 1973 1978 1983 

8.8 

8.7 

8.7 

9 ') .... 
9.0 

8.9 

9.7 

9.5 

9.0 

10.2 

10.0 

9.4 

See Tables 1 - 3 

Total Costs, 
$B 

140 

140 

130 

.-· 349 
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TABLE 11 . 
SUMMARY COST ESTIMATES 

ENRICHED-UNINTERRUPTED CITY MODE 

Growth Annual Costs, $B Total Costs, 
Assumptions 1968 1973 1978 1983 $B 

Low Growth 27 29 29 29 430 

Moderate Growth 27 28 29 29 • 425 

High Growth 27 28 28 28 420 

See Tables 12 - 14 for details 

ENRICHED-CONSTANT CITY MODE 

Growth Annual Costs, $B Total Costs, 
AssumEtions 1968 1973 1978 1983 $B 

Low Growth 28 30 30 28 440 
•. 

Moderate Growth 28 29 29 27 430 

High Growth 28 29 28 27 425 

See Tables 15 - 17 for details 



Assistance 
Sectors . 

Income 

Job Training 

Job Development 

Education 

Fousing 

Health 

Legal Service 

Security 

Dispersal 

Total 

TABLE 12 

COST ESTIMATES: 
ENRICHED UNINTERRUPTED GHETTO 

(low growth model) 

Annual Costs, 1n $ B 
1968 1973 1978 

White Negro White Negro White 

5.2 3.6 4.7 4.1 3.9 

.4 .9 .4 .9 .4 

<.OS .1 <.OS .1 .1 

2.4 7.4 2.1 9.2 1.-7 

2.4 1.4 2.2 1. 6 1.8 

.9 .a .8 .8 .6 

neg 

1.4 .4 1.3 . s 1.2 

- 0 - 0 -

12.7 14.6 11.5 17.2 9.7 

39 

J !J8 3 

Negro White Negr C 

4.2 2.9 3.8 

.9 .4 .9 

.. 2 • 3 . 7 

11.0 1.2 12.9 

1. 7 1. 3 1.5 . 
.8 .5 .8 

~ 

~ 

.6 1.1 . 7 

0 - 0 

19.4 7.7 21. 3 

Approximate 15 year total, $430 B 
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Assistance 
Sectors 

Income 

Job Training 

Job Development 

Education 

Housing 

Health 

Legal Service 

Security 

Dispersal 

Total 

TABLE 13 

COST ESTIMATES: 
ENRICHED UNINTERRUPTED GHETTO 

{moderate growth model) 

Annual Costs, in $ 
1968 1973 1978 

White Negro White Negro White 

5.0 3.6 4.6 4.1 3.8 

.4 .9 .4 .9 .4 

<. 05 .1 <.OS .1 . 1 

2.4 7.4 2.1 9.1 1.7 

2.4 1.4 2.1 1.6 1. 7 

.9 .8 .8 .8 .6 

neg 

1. 3 . 4 1.2 . 5 1.1 

- 0 - 0 -

12.4 14.6 11.2 17.1 9.4 

40 

n 
19P3 

Negro White Negr C 

4.2 2.9 3.8 

.9 .4 .9 

. 2 . 3 . 7 

11.0 1. 2 12.9 

1. 7 1.3 1.5 
. 

.8 .5 .8 

-

.6 1.0 .7 

0 - 0 

19.2 7.6 21.3 

Approximate 15 year total, $425 B 
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Assistance 
Sectors 

Income 

Job Training 

Job Development 

Education 

Housing 

Health 

Legal Service 

Security 

Dispersal 

Total 

TABLE 14 
COST ESTIMATES: 

ENRICHED UNINTER~UPTED GHETTO 
(extreme growth model) 

Annual Costs, I 

In $ 
1968 1973 1973 

White Negro White Negro White 

5.0 3.6 4.4 4.1 3.3 

.3 .9 . 3 . 9 .3 

< • () 5 . 1 <.OS . 1 . 1 

2.3 7.5 2.0 9.1 1.5 

2·. 3 1.5 2.1 1. 6 1.5 

.8 .8 .8 .8 .6 

neg 

1.3 .4 1. 2 . 5 1.0 

- 0 - 0 -

12.0 14.8 10.8 17.1 8.3 

41 

B 
1983 

Negro White Negro 

4.2 2.3 3.9 

. 9 .3 .9 

. 2 .3 . 7 

11..1 . 9 13.7 

1. 7 1.0 1. 5 

.8 . 3 .8 

► 

.6 • 8 . 7 

0 - 0 

19.s S.9 22.2 

Approximate 15 year total, $420 B 
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Assistance 
Sectors 

Income 

Job Training 

Job Development 

Education 

Housing 

Health 

Legal Service 

Se~urity 

Dispersal 

Total 

TABLE 15 

COST ESTIMATES: 
ENRICHED CONSTANT GHETTO 

(low growth model) 

Annual Costs, in$ 
1968 1973 1978 

White Negro White Negro White 

5.2 3.6 4.9 4.1 4.5 

.6 .9 . 6 . 9 .6 

<.05 . 1 <.05 . 1 . 2 

2.4 7.4 2.2 7.6 2.0 

2.4 1.4 2.3 1.6 2.0 

.9 .8 . 9 .8 .8 

neg 

1.4 .4 1.4 .4 1.4 

- .8 - 2.3 -

12.9 15.4 12.3 17.8 11. 5 

42 

B 
.i983 

Negro White Negrc 

4.2 3.6 3.8 

.9 .6 • !) 

. 2 . 5 . 5 

7.8 1.5 8.1 

1. 7 1.5 1.5 

.8 .6 . .8 

.4 1.4 .4 

2.3 - 2.3 

18.3 9.7 18.3 

Approximate 15 year total, $440 B 



Assistance 
Sectors 

Income 

J.ob Training 

Job Development 

Education 

Housing 

Health 

Legal Service 

Security 

Dispersal 

Total 

TABLE 16 

COST ESTIMATES: 
ENRICHED CONSTANT GHETTO 

(moderate growth model) 

Annual Costs, In $ 
- 1908 1973 1978 

White Negro White Negro White 

5.0 3.6 4.7 4.1 4.1 

. 5 .9 .. 5 .9 . s 
<.OS .1 <.OS .1 . 2 

2.4 7.4 2.1 7.6 1.9 

2.4 1.4 2.2 1.6 1.9 

.9 .8 .8 .8 .8 

neg 

1.3 .4 1.3 .4 1.2 

- . 7 - 2.3 -

12.5 15.3 11.6 17.8 10.6 

43 

B 
Elti3 

Negro White Negro 

4.2 3.2 3.8 

.9 . s .9 

. 2 . s . 5 

7.8 1.3 8.1 

1. 7 1.4 1.5 
. 

.8 .5 .8 

-. 

.4 1.2 .4 

2.3 - 2.4 

18.3 8.6 18.4 

Approximate 15 year total, $430 B 
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Assistance 
Sectors 

Income 

Job Training 

Job Development 

Education 

Housing 

Health 

Legal Service 

Security 

Dispersal 

Total 

TABLE 17 

COST ESTIMATES: 
ENRICHED CONSTANT GHETTO 

(extreme growth model) 

Annual Costs, ' $ 1n 

1968 1973 1978 

White Negro White Negro White 

5.0 3.6 4.6 4.1 3.8 

.4 .9 . 4 .9 .4 

<.OS .1 <.OS .1 .1 

2.4 7.5 2'. l 7.6 1.7 

2.4 1.5 2.1 1.6 1.7 

.9 .8 .8 .8 .6 

neg 

1. 3 .4 1.2 .4 1.1 

- .7 - 2.2 -

12.4 15.5 11.2 17.7 9.4 

44 

B 
1983 

Negro White Negro 

4.2 2.9 3.9 

.9 .4 .9 

. 2 .3 .7 

7.9 1.2 8.5 

1.7 1. 3 1.5 

.8 .s .8 

--
.4 1.0 .4 

2.3 - 2.6 

18.4 7.6 19.3 

Approximate 15 year total, $425 B 
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City_ 

New York 

Chicago 

Los Angeles 

Philadelphia 

Detroit 

Baltimore 

Cleveland 

Washington, 

St. Louis 

New Orleans 

Newark 

Oakland 

Richmond 

Jacksonville 

Gary 

Berkeley 

TABLE 18 

RANGE OF TIME OVER WHICH SELECTED CITIES 
WILL REACH 50% NEGRO POPULATION 

Total 
Population Time Span 
1960, mill. 1965 1970 1975 

' ' ' 
7.78 (after 1985) 

3.55 • 
2.48 (after 1985) 

2.00 ' 
1.67 

.94 I I 

.78 I I 

1980 

' 

• 

D.C. . 76 (55% as of 1960) 

. 75 I ' 

.63 I I 

.41 I ' 

.37 

.22 I I 

.20 I I 

.18 I ' I 

.11 I-

357 
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1985 
t 

I 
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TABLE 19 

COMPARISON OF INVESTMENT TRENDS 

POPUI.J\TIONS INVESTMENT INDICATORS 

Total City Non-White Change in 
Housin~ Units Retail Establishments ratio of CITY 1950 1960 1950 1960 non-white 1950 1960 ?. change 1945 1958 7. change 

(mils.) (mils.) (mils.) (mils.) to total (thous.) (thous.) (50 to 60) (thous.) (thous.) (48 to 58) 

NORTHEAST 
1. Newark .44 .41 .OB .14 2.0 124 135 +9 6.7 6.1 -9 
2. Philadelphia 2.07 2.00 .37 .54 LS 600 .649 +8 26 24 -8 

NORTH CENTRAL 
1. Chicago 3,62 3.55 . 56 .85 1.7 1,106 1,215 + 10 42 36 -14 
2. Gary .13 .18 .04 .07 1.3 38 52 +37 1.5 1.5 0 
'). D~troit l.85 l.67 .')0 .49 1.8 522 553 +6 18 17 -5 
4. St. Louis .86 .75 .16 .22 1.6 263 263 0 11 9.9 -10 
5. Cleveland .91 .88 .15 .26 1.8 271 283 +4 11 11 0 

SOOTH 
-l-. Washington, D.C. .80 . 76 .28 .42 1.6 230 263 +14 6.9 6.3 -9 

2. Baltimore .95 .94 .23 .33· 1.5 278 290 +4 12 12 0 
3. Richmond .23 .22 .07 .09 l. 3 66 69 +4 2.5 2.9 +16-

WEST 
-r:- Berkdey .11 .11 .02 .03 1.7 37 42 +13 1.1 1.0 -9 

2. Oakland .38 . 37 .06 .10 1.7 133 142 +7 5.1 4.2 -18 

TOTALS 12.35 11.84 2.32 3.54 3,668 3,956 145 132 

A\'ER. C!-tANGE 1.6 8.0 -9.0 

TOTAL U.S. 150.7 178.5 16. 5 20.4 1.08 46,000 58,100 ·A.26 1,668 1,789 +7.0 

w TOTAL U.S. LESS 138.3 166.7 14.2 16.9 ,99 42,300 54,100 +28 1,523 1,657 +9.0 
<.n THE ABOVE CITIES 
c:, .. 

0\ 

Sources: Refs 1, 2, and 3 
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TABLE 19 (continued) 

INVES'IMENT INDICATORS 

Manufacturing Value 

CI'IY Added Service Establishments 
1947 1958 '7. change 1954 1958 % change 
(Smils.) ($mils.) (47 to 58) (thous.) (thous.) (54 to 58) 

NORTHEAST 
l. Newark 523 715 +37 2.9 3,4 +18 
2. Philadelphia 1,730 2,556 +48 12 14 +17 

NORTH CENTRAL 
1. Chicago 3,823 5,315 +39 21 · 22 +S 
2. Gary 210(E) 449 +114 .6 .7 +17 
3. Detroit: 1,834 2,087 +14 9.4 11 +17 
4. St. Louis 909 1,340 +48 5.4 6.0 +11 
s. Cleveland 1,219 1,676 +38 6.1 6.8 +ll 

SOOTH 
---r:-Washington 9 o.c. 99 198 +100 4.8 5.6 +17 

2. Baltimore 669 1,063 +59 5.3 6.2 +17 
3. Richmond 204 377 +85 l.4 1.7 +21 

.• 

WEST ,, ----r.-Berkeley 54 86 +59 .7 .9 +29 
2. Oakland 208 377 +81 3.0 3.2 +7 

TOTAIS 11,482 16,239 73 82 

AVER. CHG. +41 +12 

TOTAL U.S. w 
75,SOO(E) 141,400 +87 • 789 979 +24 

U1 TOTAL U.S. LESS 64,000 125,200 +96 716 897. +25 w THE ABCNE CITIES .. ...., 
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Area 

TABLE 20 

WHITE AN.D NEGRO POOR FOR VARIOUS 
CITY POPULATIONS 

·oata (A) 

1960 1965 

Total Poor Ratio Total Poor Ratio 

South Los Angeles 

White 

Negro 

Cleveland 

White 

Negro 

Total u. 
Cities 

White 

Negro 

s. 
(B) 

355 

108 

248 

876 

625 

251 

58 

NA 

NA 

98 

23 

76 

152 

78 

75 

9.8 

NA 

NA 

.28 

.21 

.31 

.17 

.12 

.30 

.17 

321 

61 

260 

811 

535 

276 

58 

46 

12 

95 

15 

80 

139 

58 

80 

10 

5.6 

4.4 

.(A) Populations in thousands for individual cities, 
in millions for total U.S. cities. 

.30 

.25 

.31 

.17 

.11 

.29 

.17 

.12 

.37 

(B) Total U.S. poor estimates for 1965 assume 1964 data. 

48 

Source 

Ref 6 

Ref 7 

Ref 8 and 
Ref 9, and 
unpublished 
working 
notes from 
the respec-
tive authors 

.. 3GQ 



r 

City 

South Los Angeles 

White OASD 

Negro OASD 

White AFDC 

Negro AFDC 

Cleveland 

White OASD 

Negro OASD 

White AFDC 

Negro AFDC 

TABLE 21 

POOR SUBGROUPS IN LOS ANGELES 
AND CLEVELAND 

Total 
Poor 

w N 

23 76 

78 75 

1960 

Poor 
Subgroup 

6.0 

4.8 

3.6 

27 

21 

5.1 

10 

23 

Data, in 

Ratio 

.26 

.06 

.16 

.36 

.27 

.07 

.13 

.31 

thousands 

Total 
Poor 

w N 

15 80 

58 80 

Sources: Ref 6 and Ref 7 

1965 

Poor 
Subgroup 

4.7 

4.0 

3.0 

37 

17 

5.8 

9.9 

34 

351 

49 

Ratio 

.31 

.05 

.20 

.46 

.46 

.29 

.07 

.17 

.42 



TABLE 22 
SAMPLE COMPUTER OUTPUT FROM INDIVIDUAL CITIES PROGRAM 50 

-
. ---· . ··-- _t"l :,. C.J C: CI E Q_J-i L: ~ !W_f, __ ~JU_T_L~CPiJ U'.IJ L·i ___ 

_ CA.SE i'!O :}l N i:\-J ',~.11 :< • . . -------- -- ------- •. ·-· --·---· ·--
l~fflf:l __ 1 - _RI) fl :: J. 2 __: j ;;; [I_ __ ?__ • -

N F.G;{:7 _·J_!J TE --~~i:GR•J 1-·:rnr:: 1-J c :-;_~: r: _ ·: ::' l TE • 
.• 

---------
l96C· 1.11 9! ~It 1-l~ ~ • f,r, 1~14 ~- ~,'t 

·------
1951 1. 1 C) 6.f7 1. l 'J '.>. 5,. l.10 __ 6.~9 : 

-------
19~2 1.23 6.70 1.23 6. 4 1t 1.23 6.55 

--------
1q[-,3 1.28 6.73 1. 2,1 . 6. 3 ::> l. ~7 6.51 

1964 1.32 6.75 1.32 f>.25 1.:-;2 6.46 

1965 1.37 6. 79 1.3'7 6.16 1.37 6.41 

12~~ I l.!t2 2.56 ·1. 42 2!~H ls4l 6.31 
··----· 

1967 1.47 6.~4 1. 4 ., 5. 9:: 1.46 6.32 
~ . 

1968 1.52 6.13 1.52 -5.39 l.:. l .6. 27 

19~9 1-57 5.93 1.57 5.8.') 1.55 6.23 

197') 1!!6~ 5. 73 1.62 s.12 l.6C 6.18 ,,--
1971 1.69 5. ':<) 1.67 5.63 ·1.65 6.13 

1212 l • 1!;t 5. ~5 1.1'.} 5 ■ 51t l. 1': ~.Qa 

197;3 1~eo 2-31 · 1. 78 5.46 1.75 6.03 
- - ... ~ ... .. . 

1974 1~06 5. 1 S 1.a4 5.39 1.31 5.97 

l~F2 1123 2!! ~2 l-90 °'•Jl 1, • . v, 2•q2 

1976 1.99 ~-9G 1.95 5.23' 1.91 5.87 

' - . -··- 1211 Z1Q6 1-1~ ~ I :1 l 5 I 12 l-97 5.81 
' 

... - - ·-· 1216 2.1~ ~.61 , • •:J ~ s.Q1 2. 22 2!16-

1212 2.20 ~.~1 -~.14 ~.99 2-:JS 2!1Q 

198() 2.21 ~.3!t 2. ~::i ~.22. 2.1~ 5 • .h..!L 
- .. 

1231 2.35 1t. 20 ?.21 !:t.8~ 21112 S.5~ 
... .. 

1282 2.!t:3 -~-r.1 2.3~ ~-1"1, 2.25 5.~3 

r- 1983 2.sc 3.S~ 2. ~-J ~.1Q 2.31 2,,'tL 

- -· 125't 2.59 3. ~l 2 ■ 't1 't• 6 3 21121 S.~l 

0> M •• 12~2 2!161 3-62 2154 ~-~!i 2,4~ 5~') 
00.L 



TABLE 

UNIT COST MATRIX 

Population Subgroups{AJ 

Assistance 
Sectors 

Income 

Job Training 

Total 
Central Main-
City stream 

Total 
Poor OASD AFDC 

1. 2 . 8 

Job Development 

Education .S(N) 
~ 1.1 (N) 

Housing 

Health 

Legal Service 

Security 

Dispersal. 

.03 

. 5 . 3 

.2 (E) 

(C) 

(A) "(W)" means factor is applied to white only. 
"(N)" means factor applies to Negro only. 
Where no distinction is made factor applies to both. 

(B) Total job development cost, in $Bis given by year 
! l 

w 
m 
w 

as follows: 
1908 cost= .1 + .3 (JD -.02) 
1973 cost= .1 + .3 (JD -.02) 
1978 cost= .3 + .3 (fD -.06) 
19 8 3 cos t = 1 . 0 + • 3 ( JD - . 2 0 ) , \\"here ; 

Jo= total annual job requirement in millions. 

Job .Job 
Train- Develop-

Other ing ment Dispersal 

. 7 

2.1 

(B) 

-~ 
. 5 (N) 

~ .3(N) 

(D) 

(C) Less than $5 per poor resident. 
(D) Dispersal cost, in SB, is given by 

year as follows: . 
1968 cost= 1.~[Q(19oS)], 
1973-1983 cost= 1.2[D(Y)]+~.4[b(Y-5)]; 
where fi(Y) = annual dispersal rate in 
year Y, in millions. 

(E) Due to the size ot the population 
included, a cost per unit of .15 was 
used in the actual calculations. 



TABLE 24 

ESTIMATED FY 1968 FUNDING TO CENTRAL CITIES POOR 
(BOTH WHITE AND NON-WHITE) 

FEDERAL FUNDS ONLY 

Total Fed. 
Public Anti-Poverty- Assumed Allocations to Central 

Assistance. Funding, City Poor in $ Billions 
Sector FY 68, in(A) 

$ Billions 

1. Employment 1.06 

2. Education 2.57 

3. Health 4.19 

4. Housing 1.02 

5. Security 0 (?) 

6. Legal 0 (?) 

7. Income 14.58 

. 8. Other Misc. 2.21 

Totals 25.63 

OASD AFDC 

.80 

.69 .69 

.61 

3.86 .40 

Other 

.33 

► 

'> 

,,. 

.56 

Total 

.33 

.80 

1.38 

.61 

4.82 

• 7 3 

8.67 

(A) Taken from unpublished Bureau of the Budget working notes. 

354 
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FIGURE I 
ALTERNATIVE CITY MODES: 

AUSTERE-UNINTERRUPTED AND ENRICHED CONSTANT 

53 

(A) 
AUSTERE UNINTERRUPTED 
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.40--
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ACOO::XXXX'..' . .''>' 
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.30-- r 
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" 

• X ~ 

.,;, ~ p 

...-
~ 

:::"' Jl. 

V 

A 

A 

)< 

)( 

X 

"' 

MODERATE GROWTH 

LOW GROWTH. 

(B,C) 
ENRICHED-CONSTANT 

,... HIGH GROWTH 

xY»..Y MODERATE GROWTH 

LOW GROWTH 

.20 ________ , ______ , _____ _...1 

1%8 IW3 1W8 1~3 
YEAR 

(A) See Tables 1 - 3 
(B) See Tables 7 - 9 
(C) The constant mode shows an increase in the ratio of Negroes 

to whites because of white out-migration. 
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FIGURE 2 

ALTERNATIVE CITY MODES: ENRICHED - UNINTERRUPTED 

YEAR 

See Tables 4 - 6 
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FIGURE 3 

RACIAL TRENDS FOR SELECTED CITIES 

NEW YORK CHICAGO 
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