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ADMINISTRATIVELY CCNFIDENTIAL

September 14, 1967

ZYES ONLY

MEMORANDUM FOR Honorable Robert C. Weaver
Secretary of Housing and Urban
Development

In my memorandum dated August 25, 1967, estatlishing the Task
Force on Heusing anu Urban Development undor your chairmanship,
1 pointad out that it would be helziuvl if your Task Force report
included a ciscussion of the costes and beneiits of the proposals
raade by the Task Force,

In addition, we would lilte your report to reflect clearly the Task :
Force's judoment about relative priorities among the proposals,

In order to obtain ths explicit judcment of your Task Force on program
priorities, the report of your Taszk Force shounld include a pricing of

the individual program prorocsals vwhich you recommend, and a summary

of the tolal cost. In addition, we would liks you to develop tvo alterna-

tive program packages, detaillng individual program proposals within

the two target figures given below,

{(In millions; ficcal years)

lgﬁsh"u-...‘-'i-'-l".-.'I‘I'.-iszlﬂnﬂ

1971 add ons:

- - Mt&mtlﬂﬁ-I‘-f-fiiiil'i'Il.il 3¢0

- Mtumtiﬁni'.llllll.ll-Il-ili'- z.ﬁnn
Thess fisures are to cover both new legislaticn and expansion of
existing prosramae above the fiscal year 1553 base as adjusted for
uncenirollable built-in increases. The two target fizures selected
do not reflect a judgment about desirable program levela in the
area being coasidered by your Task force. Rather, they havs been
cliosua primarlly to prizdde intormation abtout the Task Forca's

Judsment on relative prioritics underlylag the Task Forea proposils,
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W e would like you to use the pricing table which 1s attached for the
above purpose., Wheare posaible, it should be accompanied by a
hizhlight exrlanation giving pricing and program assumption for
each alternative package and as much explicit information as you can
on the excected beneiits from each specific program in a package,

If you nzed further information atout the programs covered in the
base, please f2el iree to contact Fred S, Eoifman at the Burean
of the Eudget. Thes Dureau of the Dudget participant on the Task
Force can aleo help in obtaining additional information.

Whare Task Force recommendations {avelve expansions of existing
programs (as oproged to new lagislative proposals) each agency
representative should be prerared to tell the Tagk Force == and
tho Tack Force report chould indicate (in precise tabular form):

1. The cxtent to which spocille recommendations about
that agoncy's program for flscal 1569 exceod the
budgst request of the ageney to BOB, By '"budget
request' is meant the set of agency recommendations
which {it within the planning figure for the 1969 budget
given to each agency by the Budget Bureau.

2e If the program recemmendation exceeds the agency
budget requeat (at the BCB planning level) the agency's
jedgment as to whetlier thia item kas higher priority
than the items included in the agency's budget request,

Joeerh A, Califano, Jr.
Speclal Assistant to the FPresgident

Attachment
cc: Secretary Trowbridge Director Schultze
Secretary Fowler Mr. Frederick Bohen

Secretary Boyd
ADMINISTRATIVELY CONFIDENTIAL
Attorney General Clark (Attachment to each individual)

Director Sariver
Chalrman Ackley
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THE WHITE HOUSE
WASHINGTON
August 25, 1967

EYES ONLY

MEMORANDUM FOR Honorable Robert €. Weaver
Secretary of Housing and Urban
Development

In accord with our earlier discussions, this memorandurmn establishes
under your chairmanship a Task Force on Housing and Urban Develop-
ment for 1968. The Task Force should include representatives from
the Departments of Commerce, Treasury, Transportation, Justice,
the Office of Economic Opportunity, the Council of Economic Advisers
and the Bureau of the Budget, and may be broadened at your discretion.
Frederick Bohen will be the White House representative on the Task
Force.

May I suggest that you discuss with the heads of these agencies
individuals to represent them on the Task Force. As you know, we
should have the finest possible talent on this Task Force.

This special Task Force effort reflects our deep concern for the
problems now facing American cities. We hope to develop, with
your help, a strong and imaginative program for consideration by
the second session of the 90th Congress.

We would like you to:

. Review the relevant portions of the report on the Cities.

-- Identify the type of action -- legislative, budgetary,
administrative -- needed to implement those proposals
considered to be desirable and feasible. (Summary
attached)

== Relate those actions to on-going programs.

== Develop a time-phased and priority listing of those
actions, with an analysis of fiscal impact.
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. Examine the following questions re: low-income housing.

-- What, if anything, can be done to utilize that portion of
federal welfare payments paid out in rent by welfare
recipients as a lever (about $1-2 billion) to:

. Set higher standards for housing for welfare
recipients, through requirements which states
and cities must meet.

. Increase the supply of low-income housing.

-- Possibility and desirability of additional federal
subsidization of local land acquisition costs for low-
income housing and other public purposes.

-- Possibility and desirability of federal assumption of
the differential between the cost of low-income housing
produced by non-profit sponsors and the price that
low-income families can pay to own their own home.

== Submit conclusions on the possibility of improving the
amenities in public and rent supplement housing,
especially through the installation of air conditioning.

We would like you to submit your report by October 10, 1967. It
should contain a detailed outline with the following information:

1. A short statement of the legislative or administrative
proposal.

2. A detailed statement of the problem giving rise to the
proposal.

3. A statement of related on-going programs, including
costs, the people whom the programs reach, and the

inadequacies of the present programs.

4. A discussion of the proposal, with emphasis upon the pros
and cons and the costs and benefits of implementation.
. (Of great importance here is a detailed statement of thn_
arguments and factual material which can be advanced
in support of the proposal. )
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5. A statement of the alternative proposals which were
considered and the reasons for rejection thereof.

In addition, it would be helpful if you would prepare a summary of
the report (not to exceed 10 pages) which contains the following
information for each major administrative or legislative proposal:
-= Salient features of the proposal.
-= Brief statement of benefits of implementation.

-- Brief statement of costs of implementation.

Ten copies of the report should be submitted to me and five copies
to the Director of the Budget.

Joseph A. Califano, Jr.
Special Assistant to the President

Ll
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SUMMARY OF IDEAS OF REPORT
ON CITIES

A. General Views

Bi

1.

2.

b.

Integration of our urban -.md urbanizing populations should
be explicitly stated as national policy.

Make "impact on integration" the first criterion by which
present and proposed programs are evaluated.

Devise and use a wide variety of powerful incentives to
accelerate integration. :

Increase sharply employment and educational prospects
for the urban poor.

BReform the federal grant-in-aid system, linking federal
support directly to disadvantaged individuals, and increasing
the participation and capability of state and local governments.

Strengthen and expand the nation's capability for research,
training, experimentation and evaluation in urban affairs.

Specific Ideas

1+

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 extending the
requirement of open occupancy to all housing which is in_
any way financed or insured by federal agencies.

Create the most powerful incentives possible for both
private and puhlic sectors to move toward integra.l:ion of
race and income: s

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

b. Use the location of public facilities (both Federal and
Federally-supported) and the placing of pubiic contracts
and expenditures as levers to secure open housing,
employment and other opportunities.
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Tie existing federal programs (e.g. housing and
relocation) to requirements and incentives for integration.

Condition any plan for the redistribution of sharing of

federal revenues (or for tax credits and block grants)

on state and local progress toward urban integration.

Experiment with new forms of incentives: .

-

"Bounties' tied to residents of the ghetto 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 mctrnpnlinn de*.relopment'prngramu

which specifically encourage integration.

low or non-interest loans to metropolitan development

corporations to encourage integrated housing,

employment and education.

expanded workable program reql:lirementﬁ, use of HEW

""state plan' requirements, and grants for state governments
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.

direct incentives in the form of subsidized interest rates
for lenders and builders of housing which is and promises
to remain integrated. ''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.
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-- 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.

Move toward 100% federal financing of we-lfi.re costs,
and eliminate local residence and other restrictions which
inhibit the mobility of low-income persons.

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.

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. :

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.

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 ratic of in-migration

among metropolitan areas; and development of record systems
which follow migrants from rural origins to urban
destinations.
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Accelerate present efforts to reorient the federal establishment
and the federal system, away from the categorical emphasis and
the closed technical and bureaucratic circuits which have
fragmented and insulated governmental programs, and toward:

a. Determination of urban policy at higher levels and at
more critical points in the federal establishment -~ in
particular, providing an urban competence within the White
House Staff, the Council of Economic Advisers, the Treasury
(especially the Internal Revenue Service), and the Federal
Reserve system.

b. 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 included in the report.

c. 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.

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

a. To seize immediately on the opportunity presented by
the Model Cities Program, select 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.

b. Strengthen the community action programs of OEQ, as
prototypes of the continuous developmental and innovative
function that is essential in urban affairs. Particularly needed
are longer-term financing for these and other experiments,
and more discretion inallocatirg funds for research,
development and evaluation.
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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. '

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

Steadily increase the funds available to HUD for
research and development, much of it to be placed as
contracts with competent institutions around the country.
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Tne Director e I October 30, 1567
Huzan Resources Programs Division (Honna)
Report of Tack Force on Housing oand Urban Developmant

Becretary Vcaver hoa submitted & repors Gf.thr_‘r Tack Force ocn Housing &nd

Urban Developasnt with the followlng rajor rocormondations:

A Hﬂ'uﬂin,_,. Cots a gozl of starts on federolly-cided kousing at 220,000
units in 1550, exd 500,000 a year by the carly 1970's by--

1. l5derate income housing (110,000 wnits storted in 1959)

(=) Interest gronts to replace 221(d)(3) I)IR progrom for rentel
housing, reduclng rate to 2%

* (9) Paymzentz in licu of taxcs of 55 of reats in these projects,
with Federsl gronts to pay pert of cities' loss

{:} Interest subsidies for modercte incomz home ownership -

(d) Fironciel azsistance to non-profit groups for (i) city wide
moderate ond low income housing activitics end l:ii:l counceling moderate
inecora homsouners .

2, Low incoms houcing - euthorizaotion of 600,000 units of pudblic
housing and 200,000 units of ront eupplezent housing over b yoars.

3. 'idor dispersal of uﬂﬂiﬂtcd units, end wider diversity of incomes
in rented projects :

-- essicted homsowmership priz=rily for new ccnstruction,
assuzad to be in suburbs. ' . i e

-= glimination of workable pregrocm for privately EPDEEG“Eﬂ. housing

-- Up to 20% of units in moderate 1u+:-:::..-'-.hm1514‘:3 available for reat
supplezents or publie housing leasing.

h, Other hw.n!.n_g Focormendations

-= {5 m:l.ll:l.nn annual progrem for truining low end moderate income
housing mnogers

. == 20 millicn additional cantrihutimn to local housing authorities
for ooclal mrﬂcal

== Hequire Statee to increase public aselstance allovances for

——
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housing o= firct stcp toward :mquirim; stovdard housing
for welfare reciplonts.

B. Neirhborhoods

1. JAuviborlze wbon renewal grante for long=rongs aciphborhood
developmont projects, with Tederal funding in one or two ycor incremonts,
for remewzl activitles throughout neighborhced as ploridng proceeds.

2. IEpcoded nelpghborhoold center prozras for 100 edditional model

e

neighborhe2d ccuters over a 3-ycer pericd with--
- .mc.ill vy grants within procent program
== initial core ond basic service grents from HUD

- lﬂ:. incentive grunts ca Iedercl-eld progrems uscd in the
centers.

3. 1del citlcs plenning fiads for 1669,

Cs Job'Omortumitics. Cosbine housing znd Jjob cpportunity programs by

1. Fequiring builders in federally-oided projeets to use federzlly-
eided maroower and troining prozrems

D, Encourage cutward mobility by

1. TIcderal prents Zor transportatica aéﬂim between centrel cliiy
poor arces end cmplojyient centers.

2. Feoderel incentives for low crd roderete-income housing in
cochinaticn with suburban industriel parks,

3: FReoulre affirrative 1:*05:,::.:.:3 ol Soen ceousaney and provision of
low end molerate Incoms housing as a conditica for locoting now major
Fodernl instzllaticns,

Commmente. Qur iniltisl roupgh comzcnts ca tho obove proposal sro es follows:

A=l. The ncderate incozs housing proarars cre bosically a cozbinoticn of
the rent ouszles=nt propram &5 originally cubnltited by thoe Precident in
1565 {before the Conprecs insisted ca changing it to 2 low incors pr:;;—:.-.;}
and the Eparician homsownershins propocol now pending befors the Scncte
Comultice. Doth have therefore becn nceco ted in rri.mi'al by the
:‘-.Er..in.ntmtim alrecdy. The prirory question will be the willinemers of
23 to mccept now the subatit sution (previcusly rejected) of a
ct u.:.hu.-:!,,r for a low :lntnrent rate loon for poderate ineoce farilies,

Sl e
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The currcnt level of direct loasns for 221(a)(3) housing 1z $500 millicn,
The prcrosed progrem of 110,000 vnits would require (1.5 billica in locons.
The intercct subcldy would be oppro:deetely 75 million a yoor,

A-2., Tae low innﬂm hux...i._, Proposale involve requesting outhority et

lecst one year before nocled for ecutractc. The current rublic housing
authority, plus the {50 millicn aclreoady ranm:tc-l by the Prezident, will .

corry tlie I—f*"rthh'.t'n progren throush 1959.. Legizlntive outhority for
rent supplemonts is adecuate through 1970.

Tue preporala would therefore not add to 1'_-_‘-59 progracs. The full yeor
coot of the sdded wmits dn terms of [/0A cnd erpmonditures would not be
recechod before 1975, and would not execzd J*.D =i1lion for public housing
and -,1‘-"':' millicn Tor rent W“Ell:-:ﬂn.ﬂ-

A-3. It 1s doubtful thot local cpprownl of moderate incozs rales housing |
could be chiained in the cuburbs. It micht be thet tying the cubsidy to |
existinz housing would cnchble tore woderate incsme foudlics 4o move out
t5 the suburbs. Othor sgtops to i:u:"case housing cupply rigat be neaded
to avold execoss housing dmﬁ

It will ba difficult to got thoe workoble progran or other local publie
sxorovel reg ment remsved by the Conpress for the vory roasoa it 1o .
sronoced.

Alloving dounhle subsidy in moderate incomas housing for low incoma families

would reluco the nusdor of neow unito prodused with Federal subsidy. ESuch :
double subslidy cht not be nzeded 1f incorme linmli= in rent susplecent i
housing were inercazed to the moderzte Incoma level,

A-%. The proposed inerease in PA housing cllovanes 1o needed 1T stondard
housing for welfcre reeipleats 1o Lo be reoudred. Drecwoat ellovoneces do
not cover ccononde reats for citond-ard houeine, A -::.rai‘“.ﬂlz,r dealmicd
follow-cn proceem of -:m.'la eaforeszoat ond housing construetica will be
needed 1 incrczned allcwvances are not roroly ooinz 1:.:: recult in biddin
up hoasing pricos. The rcp:-rl:. recoriands an HN- ‘.J_.J-E__:I task force to

vork thics ocut.

R

B-l1. Toe urbom renovel proposel is not rpelled cub in encugh detail for
a full cvalusticn. Two mspects are clear

-= It oubstitutes, co & lizitcd zecle, 8 progionm J0r a project
eppreashn; ellouwing various. rencwnl sctlvitlies to procced throupoout a
lorne arca, without reguiring a detailed, cor_'ulcte plon Before the .

sctivity starts,. ;

== e theory that wrben renewsl projects are fully funded at the i
stort would be abondoned, Thnla could cozmilt the Govesnment teo coutﬁm.in._.
crants witmut eosurcace of thelr availability. |

PR MR
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B-2. %Lz nelgkborhosd conter progran io a follow-on to the 1h city pilet
progran. ULW dld not Joln in the recozizendeticn; OI0 believes it chould
cperote the progrem. It was prerared by thoce wio have been frustrated
by the dlfficulties of the 1k city progran. In eoneent 1t is cloce to-
the =zoelnl scrvico commonent of ihs medeol cities progrom. Ve questien
the decircuility of provosing a “out rate” model eitlos progrom vwhea the
latter progrem 1a Just potting off the ground.

The cora cod basle perviee grants dunlieats 0D cuthordity within CAP
funds.. Ve questicn the desirzsbility ol ercating edditicnal duplieatory

Fedoraol progroms.

B=3. Tho Initiol round of model eitles vould not hove enterzd the
excoutica svipe, or the sceond rouvnd the plamning steze, by the tir= tha
proposal for 1560 plonaing funds would be roguecsted umder the pronocel.
¥a belicove ench action would be prooture. Teoults frox the irnitial
cltizs ore necled before a continulzs progrom con be desipcd.. :

€, Cozlining houvsing end ranpouer oDrograns egcens 1ika a pood ides. I
i Aifficult now, kowover, to rot cocarors for fodorclly-cided housing.
Gareiul gsasecmeat of tho effect of edliticnal reguirseouts on the sugoly
of bousing eponsors chould bo mds before the propossl is adopted.
Margover, troviding training Ia the Bultldins trades iz more a vnie and
apprenticachip problex then cae with ceployers. A requlremsnt may thus

be . inalfectlive.

Del., Trpusportaticn eid sy be nocded to pot phetts residonts to Job
gnd Sob training onportunities in coma cases. Oneroting cubsidies for
tronnit, houever, can lcad the Governcont into a morass of cost and
rote reculcotion end tronslt wome negotiatlion wmless the propron 1o vory

carefully drava. Tie repors dsas not indicate thot the. subsidy prozrom

vill awvolid these problens. ’l

D.2, iz proporal my be worth a way. Ilowever, the incentives of HNiA
land davelopzont lean inousance gnncor rather weak for the burdens the
rroprsal would irpome on the develover for working with cor—mumities to
fiet zoyings Geelslong, rumning low end podernte incolns houcieng , end

inzizting en Job truining programs,

D-3, Tuls propocal could do mich to increcase cpunlity of opportunity.
Btrict enforcemant would require a paticnal couzitizont to egual epportunity

above rany otlor goale..
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ADMINISTRATIVELY CONFIDENTIAL

SUMMARY
OF
REPORT BY TASK FORCE
ON
HOUSING AND URBAN DEVELOPMENT

October 12, 1987

The Task Force has shaped its recommended program to deal with a
review of the contemporary urban situation which finds that:

-- over 2 1/2 million city families still live in substandard
housing and another 3 million substandard rural units generate
a steady migrating stream to the cities;

-- concentration of the poor and minorities continues to augment
population growth in explosively compact areas which are
increasingly -- politically as well as geographically --

separated from the mainstream of American life.

Countering economic/racial segregation is a difficult but necessary

task which requires -- for even hope of success -- new scales of effort to
improve life and hope in the ghetto simultaneously with exploiting every
possible opportunity to increase mui:-llit;f from it.

The Task Force recognizes the Administration's early attention to
the twin themes of "equal opportunity' and "economic opportunity" which
underlie this recommended program. Prior Administration concerns have

produced, among others:

ADVINISTRATIVELY CONFIDENTIAL




-- the Civil Rights Acts of 1964 and 1965, and the proposals

for open housing considered in 1966 and 1967 but not yet
enacted;
-- the Economic Opportunity Act's .war on poverty (1964);
-- neighborhood facilities grants (1965);
-= public transportation ;Hsistmce for cities (1964);
-- water and aewF:*r facilities grants (1965), Planned metropolitan
Development incentive grants (1966), and mortgage insurance
for land development (1965) and new communities (1986);

-- Rent Supplements for housing low-income families (1965);
and

-- Model Cities Programs for full-scale attacks on neighborhood
physical and social blight (1966).

The full scope and potential of these newer Administration instruments
have not yet been achieved, but they provide a firm base -- in legislation
and in administrative machinery -- which any new legislative program
must recognize and can capitalize upon. Specifically, the Task Force
recommends action to:

-- Improve housing conditions for low- and moderate-income

families;

== Improve neighborhood environments for the disadvantaged;

. == Utilize job opportunities for the unskilled generated by assisted

housing and urban development activities; and

-- Encouragement and outward mobility of ghetto residents,
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Summary of Recommendations

Section A - Housing. The tight concentration of substandard urban housing

in older parts of the city requires more than mere replacement and upgrad-
ing in the same neighborhoods. Nevertheless, needs for decent housing in
these areas must be met while broader locational opportunities are also
opened up to low- and moderate-income families. The immediate objective
is to nearly double the annual rate of starts on Federally-aided housing in
1969 (to 220, 000 units compared with 115, 00" in 1968) and to assist, by

the early 1970's, 500, 000 units a year -- a rate which is necessary to
meet population growth and to replace existing substandard housing over

a 10-year period.

Moderate-income housing production would be increased (from less

than 40, 000 starts in 1968 to over 110, 000 in 1969) and serve a wider share
of the middle-income housing needs by:
1. Lowering the interest rate on BMIR mortgages from 3% to 2%;
2. Making Federal grants to cities for abatement of real estate
taxes. (The combined effect of these changes would be to
reduce rents on an average unit by another $20 per month);
3. Administrative changes to increase the alttractiveness of
assisted housing projects for profit-making sponsors; and
g a new m home-ownershi with:
a. Interest rate subsidy payments which are adjusted as

family incomes rise, and
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( b. Financial assistance to non-profit groups for counseling

assisted homeowners.

Low-income housing production would be expanded by increased use

of the newer private production and involvement techniques. It is recom-
mended that four-year authorizalions be proposed for a total of:
-- 600, 000 added units of low-rent public housing and

== 200, 000 added units of rent supplement housing.

Wider dispersal of assisted units and wider diversity of incomes

within rental projects would be achieved thruugﬁ:

-=- Use of the assisted home-ownership program primarily for
new construction (which would be heavily in suburbs);

( -=- Elimination of the existing requirement for local governmental
approval ("Workable Program") of privately sponsored housing
projects; and

-= Permitting up to 20% of the units in an assisted moderate-income
housing project to be rented to low-income families with the
aid of additional temporary subsidies under rent supplements

or the public housing leasing program.

Additional housing recommendations would provide for:
-- Up to $5 million a year for demonstrations and training of

management personnel for low- and moderate-income rental

( .. hﬂ;.lﬂ ing;




-= Up to $20 million a year to provide for additional tenant

services in public housing;

-- Requiring states to increase public assistance allowances as
the necessary first step in a long-range program to require

standard housing for welfare recipients.

Section B - Neighborhoods. Improvements in neighborhood physical

and social conditions are necessary to sustain and reinforce the effect of
improving housing in decayed neighborhoods. A wide range of Federal
aids already exist for this purpose. The Task Force recommends selec=
tive modification of three key programs -- urban renewal, neighborhood
facilities, and model cities.

Urban renewal has been increasingly directed away from replacing

the dilapidated homes of the poor with high-income apartments and toward
rehabilitation and improved neighborhood facilities for existing resident
groups. Existing procedures are not well-adepted, however, to effective
prosecution of such activities on the scale required for early and visible
impact on larger blighted resldentialjareaa such as those involved in

model cities programs. To increase the capacity of the program to

operate in these areas, it is proposed that a "neighborhood development
project’’ concept be added to the program.

Such projects would involve:

. -=- Establishing a general plan for the entire blighted area with

specific plans only for activities actually to be undertaken

in the first one or two years,




-= Execution of these activities concurrently with preparation

of plans for the second stage of activities.

Up to 100 such projects could be started with funding of $250 million

in fiscal 1969.

Neighborhood facilities grants were first authorized in 1965 to provide

structures suitable for neighborhood social and recreﬁﬁnnnl services.
Priority has been accorded to lower-income n-!i.ghburh;'::lods and to provid-
ing facilities from which OEO-financed Community Action Program neigh-
borhood service programs would operate. Following a Presidential directive
for greatly expanding the availability of such neighborhood centers and
services, a l14-city pilot program has been initiated by the four agencies !
most heavily involved in neighborhood life -- HUD, OEO, HEW, and Labor.
Although the pilot program is still in early stages, the experience is
considered to justify a recommendation for significant expansion of the
concept as the next step in meeting the President's goal of a neighborhood
center in every needy neighborhood. Specifically, it is recommended“t}hnt:

-= Funds be authorized for 100 additional model neighborhood

centers over a 3-year period and

_r

-- Improved provision of coordinated service programs through

the incentive of a 10% increase in the Federal share for regular

(1} The Department of Health, Education, and Welfare does not join in
this recommendaiion and the Office of Economic Opportunity would
recommend that OEO be given lead responsibility for a program of this I

. nature. . .
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-= gervice programs carried on in such centers plus a single appro=-

priation for financing needed services not otherwise available,

Model Cities proposals also are at an early stage of development under

the 1966 legislation. However, it is already clear that there are substantial
benefits in the process of asking cities to plan comprehensive public and
private attacks on deteriorated neighborhoods and to coordinate the local
administration of Federally-assisted activities which deal with physical
and social blight. While early experience is being gained in the actual
execution of such comprehensive programs in the first groups of selected
cities, additional cities should be able to begin this process in order to
take prompt advantage of the experiences of the first 70-140.

It is recommended that additional model cities-type planning funds

in the amount of $25 million be authorized for 1968.

Section C - Job Opportunities. Productive jobs and the skills needed to

perform them are widely recognized as the basic formula for achieving
genuine and sustainable economic mobility, The expanded programs
recommended previously will generate many productive jobs both within and
outisde the ghetto. At the same time, the Federal government will continue
to support a broad range of training and work experience programs for the
unskilled people who live in these neighborhoods.

The Task Force believes that a greater effort should be made to

( . combine these two opportunities for the dlnadvﬁntaged. Accordingly,

it recommends:



-~ that Federally-funded participation by employers in the appro-

priate manpower and training programs be required of successful
bidders or builder-sponsors on construction supported by
Federal financial contributions:

-= that bona fide semi-skilled job classifications be recognized in
setting wage rates for such construction so that use of semi-skilled
workers is feasible.

Section D - Encouragement of Outward Mobility. Improvement of living

conditions and jobs within existing neighborhood concentrations of poor
must be supplemented by providing greater access for these people to
the full oppeortunities afforded by the metropolitan complex. The Task
(  Force sees this as being accomplished by:
-= improving access to jobs through transportation assistance
tied to employment;
-= incentives for open occupancy low- and moderate-income
housing in combination with new job locations in industrial
parks; and
== using the leverage of locating new major Federal installations
to achieve affirmative programs of open occupancy and provision
of low- and moderate-income housing.
We also endorse the utilization of Federally-assisted new communities
as an instrument for providing greater residential mobility and job oppor-
( tunities for the poor and the non-white. This proposal is set forth in detail

in the report of the New Towns Task Force,

T
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h THE SECRETARY OF HOUSING AND URBAN DEVELOPMENT
"’; WASHINGTON, D. C. 20470

October 12, 1967

F..

MEMORANDUM FOR: Honorable Joseph A. Califano, Jr.
Special Assistant to the President

I am pleased to forward 10 copies of the report of the Task Force on
Housing and Urban Deveclopment pursuant to your request. In transmitting
this report, there are three items that I would particularly like to call to

your attention:

1. The Task Force met on several occasions to review the indivi-
dual legislative or administrative proposals under consideration
and to develop a basic approach to policy issues confronting the
nation in the area of housing and urban development. The Task
Force meetings were well attended and interest was high. The
reactions of the members to the last draft were called into my
office and, to the extent possible, have been worked into this

final report, although time and space considerations prevented

- the inclusion of each individual comment.

2. In general, I believe the ideas expressed in the attached report
represent an overall consensus of the views of the Task Force,
However, it was difficult for each Task Force member to comment
personally on every issue under review, and certain members ob-
viously may not agree with every approach or idea in this study.

3. Apgain, becausc of the press of time, the ideas contained in
this report have not been formally cleared by any of the Depart-
ments or agencies which had members serving on the Task Force,
nor has this department formally reviewed these ideas for final
use in legislative proposals. Our aim was to develop proposals
for the President's consideration which, to the extent possible,
took advantage of the diverse viewpoints of the individual mem-
bers serving on the Task Force,

. In conclusion, let me state that this was a most worthwhile and productive
exercise, Clearly, my colleagues on the Task Force from the various
Departments and agencies contributed a great amount of energy in a short
period of time and their interest demonstrates their deep concern for the

! problems of urban America,

L]

bert C. Weaver

Enclosures
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REPORT BY
TASK FORCE ON HOUSING AND UREAN DEVELOFMENT

October 12, 1967
As requested, the Task Force has reviewed the "Report on the Cities"

as well as considering many other ideas developed by its own members. In part
because of the early deadline for this report and in part because of recognition
of the existence of several other closely related study groups, the Task Force
on Housing and Urban Development has concentrated its attentiom on eritical
areas most closely associated with housing and neighboriocod conditions of the
d.'.aa.dvantageﬂ._ We recognize that our report, nevertheless, will overlap as well
as complement other reports in some respects--especially the reports of the
Douglas Commission on Urban Problems and the Kalser Committee on Urban l-I_au.ting.

Statement of the basic urban problem: This Task Force concurs with the

Cities Report im its identification of economic/racial segregation as the core
of the contemporary American u:énn problem. We concur in the ocbservation that
economic/racial isolation has reached critical proportions and that the natural
forces at work are producing acceleration rather than amelioration of the wurban
condition. The iﬁpartmce of this theme and the note of urgency in the Cities
Report are thoroughly Justified. And we fully concur with the concept that
unless and until such segregation is eradicated, equality of opportunity cannot
be achieved.

The basic economic, political, and social forces at work to produce and
intensify economic/racial segregation are powerful. Early reversal of the trend
is literally too much to expect with realism. And the closing of the gap between
the "haves" and the "have-nots" cannot wait for eradication of segregation.

Hhill-n progress toward economic/racial intergration remains as the principal
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goal consistent with American ideals, the critical immediate need for reduction im
the discrepancies in life style and outlock between the two urban Americas.can
be--and must be--attached effectively in the ghetto as well as outside it.

The closing of the dangerous gap between the two rates of participaticm
in prosperity serves some of the same public needs as the breaking up of concentra-
tions of poverty though it cannot substitute for that ultimate pbjectlwt. Indeed,
wvhile some benefits would be gained by mere "equitable" geographic redistribution
of the impoverished, the eradication of poverty on a significant scale is a
necessary concomitant to removing the barriers to full mobility for all elements
in tﬁe population.

The Task Force is well aware that these concerns have been high on this
Administration's priorities from the beginning. The Earlr and continulng
attention given to achieving "ecual opportunity" and "economic opportunity”
have brought forth a large number of legislative and administrative innovations
over the past four years:

==The civil rights proposal of 1967 for housing continued a line of

development that began with The Executive Order of November 1962
with substantial strengthening through The Civil Rights Acts of
196k . and 1965;
==The Mass Transportation Act of 196k provided an action program to
preserve and extend public transit services following two years of
small-scale demonstrations under provisions of the Housing Act of 1961;

--The Economic Opportunity Act of 1964, with emendments, launched an
innovative and broadly based attack on the root causes of urban and
rural poverty;

==Neighborhodd facilitles grants and water and sewer grants vere added
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by the Housing and Urban Development Act of 1965;

—-Land development insurance was suthorized by the Housing and Urban
Development Act of 1965 and extended to whole new communities by the
Demonstration Cities and Metropolitan Development Act of 1966;

--Rent supplements (authorized by the Housing and Urban Development Act
of 1965) and the Turnkey approaches to low-rent public housing (developed
administratively in 1966 ‘and 1967 with existing authority) extended
further the use of private enterprise to serve low-income housing needs
that was initially used for moderate-income families under the below=-
market-interest rate housing program enacted in 1961; and

--Medel neighborhoods programs with incentives for local use and coordination
of the full range of Fede-ral urban aid programs in low-ilncome target
areas were eatn‘blglsheﬂ in 1966 legislation.

The chance to build further upon the experience gained through these
pricr innovations has been helpful. But the number, flexibility, and compre-
hensiveness of recent inventions has made it difficult to propose genuine
"breakthroughs" that are soundly based and promise to be effective.

The Task Force has attempted to compile a program of related recommends-
tions that capitalizes heavily on the tools already available to:

~-improve living conditions and opportunities within the ghetto and

==increase mobility opportunities for ghetto residents.

We believe that these two goals can, and must, be pursued simultanecusly.

Organization of the Report: While we believe we have recommended a

. program designed to achieve improved opportunity both inside and outside of

’- present economic/racial concentration, it is not possible to maintain this
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distinction clearly in.the repnrt Mot recommendations either have immediate
relevance both in and out of the ghetto or lead to improved readiness and
capacity to move outward in response to future opportunities.

With the dual objectives clearly in mind, we have organized our recommended

program around the topics of:

A. Improved housing conditions for low-and moderate-income families;
B. Improved neighborhood conditions for the disadvantaged;

C. Improved Job opportunities; and

D. Encouragement of cutward mobility of ghetto residents.

Two highly relevant areas are conspicuously a‘hs!.nt from the program
recommendations:

==gqual opportunity and

--public safety.

In the first area, the Task Force recognized fully the fundamental importance
of removing to the fullest possible extent all artificial restraints on personal
choice of residence and job. The intended effect of everything we recommend is
premised on the achievement of equal opportunity. Although having no differences
of opinion expressed on this issue, the Task Force does not make specific
recommendations other than to reiterate support for the provisions of the
Administration's proposed Civil Rights Act of 1967. For further recommendations,
we defer to the Task Force on Civil Rights.

The many facets of the urban public safety problem--from street crime to
mass civil disturbance--are of deep concern to the Task Force. However, the

shortness of time and the continuing concentration of available specialized .

e —— - ———r—r — —
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staff on support work for the Koerner Commission did not permit the Task

Force to study these problems to the extent needed for even general recom-

mendations.
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Section A - Housing Recommendations

Introduction

The primary factors leading to tight geographic concentration of low-
income minorities arise from the operation of public and private forces in
the private housing market. For housing within its economie reach, the
American low-income family is forced to rely on depreciated existing housing
originally built long ago for the more affluent. Inescapably, this means
location in older parts of the city and overcrow’ing.

Unless there is a substantial over supply of housing, the "trickle-down"
system does not fully meet the housing needs of the poor. Further, that
portion of the housing stock which they occupy is especially wvulnerable to
ﬂﬂ!;rﬂﬂtl?ﬂ forces. Fire, decay, and new public improvements (highways,
publie buildings, and urban renewal) all take their téll. leaving the poor
to compete among themselves for the remainder. |

Construction of new housing units of acceptable quality within the means
of low and moderate income families requires public intervention which only
the Federe;l Government has been willing to undertake on a significant scale.
Even with Federal aids, local units of government avold the difficult respon-
sibility for housing people until the low-income housing problem is so severe
that it can no longer be evaded. Agaln, inevitably, this means that publie
housing activity is most heavily concentrated in the clder citles and, among
these, in their older neighborhoods.

Thus ,, even where ameliorative local public action is present, it tends

. by selective effect to reinforce economic/racial segregation. Breaking out

|
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of this downward spiral requires fuller utilization of possible private
mechaniesms which can operate more independently of municipal boundaries and
production of mnew assisted housing unite on a scale far lerger than has been
accomplished to date.
The Task Force has recommended:
~-doubling the annual wvolume of Federally assisted housing for low-
and moderate-income families (Pages A-3 to A-26).
--gncouragement to wider dispersal of assisted units and wider
diversity of famlly incomes within assisted housing projects
(Pages A-T, A-12, A-13 and A-1k).
--fostering the management capability needed to administer the larger
volume of assisted housing (Pages A-2T to A-31).
--more ;;ena.nt._ social services in low-rent public housing
(Pages A-32 to A-3T).
--first steps toward the use of the Public Assistance prngrnl: to
achieve improved housing for welfare recipients. (Pages A-38

to A-b1).
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INCREASING THE LOW- AND
MODERATE INCOME-HOUSING SUFFLY

In 1966, seventeen years after the declaration of the national goal of
a decent home for every American family, over 5-1/2 million occupied dwelling
units were still substandard, over 2-1/2 million of them in urban areas,
Replacing these units over even & l0-year pericd--while building to accommodate
normal population growth and losses from the stock of housing--will require
huiiding over 2 million units a year; about a fourth of these will require
some degree of public aild.

Reaching these levels of publicly assisted housing involves building
new public-private instituticns as well as overcoming existing institutional
restraints. A start has been made toward removal of present restraints
through private involvement in public housing; accelerated FHA processing,
and use of surplus Federal lands for sites. These new approaches will permit
the doubling in 1969 of low- and moderate-income housing starts.

But any meaningful housing and urban development program for 1969 and
subsequently must be capable of continuing expansion. Indeed, we must initiate
action now which can result in the production of some 500,000 units of
moderate- and low-income housing a year by the early 1970's. The program
should be concerned not only with quantitative growth but equally with quali-
tative upgrading.

Our immediate goals should include the following:

1, More than double the volume of moderate- and low-income
housing during 1969.

2. Effective inducements mowve such construction outside the central

cities and ghetto areas.
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Machinery for providing sound home ownership for the less
affluent.

Maximization of economiec diversification in occupancy.
Widespread utilization of private financing and private
enterprise.

Upgrading of management.

= R ek - + — - -u.-._n___..__-_._—..._._._,___l
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Bas:ic A
A. Moderate-Income Housling

It was not until 1961 that there was an effective national program for
moderate-income housing, Section 221(d)(3) BMIR. Last year, an experi-
mental program for home ownership was enacted in SBection 221(h). Currently
the Senate Banking and Currency Committee is considering still another home
ownership plan in the proposed Section 101 of the Committee's bill. All of
these approaches involve int-erestl subsidies; they should be consolidated,

perfected, and greatly expanded.
It is proposed that a new title be enacted. It would provide the

authorization of a more consistent financing principle for the three programs
putlined above and for cther approaches set forth below. This new title
would also authorize all the major activities for moderate-income housing
(except the direct loan Section 202 elderly housing program).

The new title would comsist of a rental housing compconent and a sales
housing component. The rental housing component would replace the present
221(a)(3) BMIR program. The sales housing component would consolidate and
replace the present Section 221(h) program and the proposed program for
below-market interest rate home-ownership which the Senate Banking and
Currency Committee has formulated and which presumably will be enacted. The
latter proposal contains the basic financing formulas ingredients to be
included in the consolidated program being proposed here. While envisioning
& large scale moderate-income homebuilding program, it would still provide
for careful selection and counseling, based on what has been learned from

| . some of the low-income housing demonstrations and from Section 221(h).
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Experience to date indicates that while a 3% interest rate for
221(d)(3) EMIR reduces housing l'."ﬂ:ﬁth, the resulting shelter serves primarily
the upper ranges of the moderate-income group. In order to widen the base
of this approach--and increase also its potential for expansion--it is
recommended that the new title authorize rental and cooperative housing
(npun.nured by non-profit and limited dividend corporations and by cooperatives)
through:

--U0 year mortgages at 2% interest rate,

==grants to localities to cover a part of real estate taxes not
covered by proposed payments in lieu of taxes equal to 5% of
rents.

These two changes in the law would reduce the remnt for a two-bedroom
dwelling unit costing $12,500 from $110.23 a month to $90.91 a month. While
a comparable reduction in rent might be accomplished by reducing further the
interest rate but not contributing to real estate tax abatement, such an
approach would be less effective. Either method has basically the same
effect upon the occupant, but a subsidy in the form of a contribution to
local real estate tax abatement would facilitate construction of such units
in higher-cost areas while supporting the local tpx base. It may be possible,
nlau_tu arrange for some State sharing of the tax abatement above an amount
covered by the basic Federal grant. In these instances, the basic Federal
grant would cover a part of the tax abatement and the balance would be
covered by a matching Federal and State contribution. In high cost areas
vwhere there are no State constitutional barriers to such action, the con-

sequence would be further reduction of housing costs to occupants.
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Rent reducticns can also be achieved by combining shopping facilitles
with moderate-income projects. The subsidized interest financing can then
cover the cost of shopping facilities that serve the tenants and surrounding
neighborhood. The cost of the shopping facilities would be- restricted to a
certain percentage of the project mortgage proceeds. FHA has lllrtnd;r done
this under some of the present 221(d)(3) BMIR program projects. In such
instances it is stipulated that any return from the leasing of the commercial
facilities that would increase the return for a sponsor above the permissible
rate of return would bé applied to a reduction of residential remts. This
procedure could also be adopted under the revised moderate-income rental
program, although there would not be a subsidy for commerciel activities
under & market-interest-rate mortgage.

In order to permit greater economiec diversification in the moderate-
income rental housing, it should be possible that at least 20 percent of the
units in any project should be occupied by low-income families. For this
purpose, the new program would permit up to 20 percent of the units in a
moderate-income rental housing project to be occupied either by families
receiving rent supplements or by families occupying units that are leased
under the public housing low-rant program.

In order to allow more rent supplement funds to be used for families
in moderate-income projects, the present limitation that only 5 percent of
rent supplement contract authority can be utilized in 221(d)(3) EMIR program
units would have to be increassed to 15 percent. The higher share of funds

would be applicable under the revised program.
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ﬂlth respect to the leasing of public housing units in EMIR moderate-
income projects, the leasing would be permitted only for large families.
These steps would make it possible to serve large families in moderate-
income projects and provide a beneficial soclial and economic mix of families
in the same projects.

Home Du'nErnh:l_E

Oreat interest has been expressed in expanding home cwnership smong the
poorer elements in our scciety. It is this report's position that, while
home ownership is desirable, it cannot, and should not, be a universal goal.
Rather, care gshould be taken to identify those who have a good chance to succeed
in the undertaking. For them there needs to be financial assistance and new
types of protection against equity loss. Many will require counseling, and
any sound program should provide for it.
The principal home ownership program for the less affluent, therefore,
would be authorized in the mew title. It would provide:
--mortgages up to 35 years duration at interest rates from 1%
to the market rate of interest.
--financial assistance to non-profit corporatioms which would, i
as currently under Section 221(h), counsel those families who I

need such sssistance.

Both new construction and rehabilitation could be financed by this

approach. The main emphasis of the avtivity would be upon the utilization

of private enterprise. Originally, and perhaps for scme time, the home
builders would be the most active participanta. The attraction to them would
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be an assured market of real depth. At the same time, non-profit sponsors
could participate, too. It is believed that the latter would concentrate
upon the higher risk purchaser. -

From the outset it should be clear that this is a high-
risk program. The credit requirements for those who purchased from private
builders would be somewhat higher than those who looked to non-profit
cooperatives. But in no instance would they be as stringent as in other FHA

home cwnership programs.
Because of the higher risk and the lower income groups involved, the

law should provide for:

==annual appropriations to cover losses.

-=provide for HUD purchase of outstanding mortgage loans
on which payments are 60 days delinguent and to forebear from
foreclosure for a period up to one year, and provide authority
to extend mortgage maturity to allow for repayment of amounts
deferred during the forebearance period. This authority could
be used where lenders are unwilling to receive interest payments
only for up to a year, while being protected against loss of
principal under present FHA forebearance authority.

For the entire title it is recommended that the legislative history

et forth clearly that because of the higher risks invelwved, the usual FHA

‘insurance premium would not be sufficient to underwrite mortgege insurance.

Rather, no premium should be charged, but the Federal Government should commit

itself to appropriate funds required to redeem losses on defaulted mortgages.
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In brief, the proposed title would continue the existing 221(d)(3)

EMIR program with more favorable financial terms and the current 221(h)
program liberalized t.u permit new construction u.uull as rehabilitation.
The latter would be part of & new program for home ownership, with variable
interest rates, and designed to attract widespread participation by private
enterprise. :

All the programs under this title would be financed through an interest
rate subsidy. This would avoid the necessity for large FNMA Special Assistance
expenditures and permit great expansion with minimal NOA impact during the
early years. (There might be the need for a small amount of Special
Assistance expenditure at the outset until the mortgages were seasoned.)

Basieally the mortgages would be FHA-insured at the market rate. It
would be necessary, however, to remove the statutory limit of 6% on these
mortgages and authorize the Secretary to make adjustments in the maximm
interest rate so as to limit the national level of discounts to no more than
b points. (The latter could be absorbed by the seller.)®

It is recognized that there is a potential for upward pressure on all
mortgage interest rates in this proposal. In order to minimize this, we pro-
pose that any upward adjustments in the statutory 6% rate be limited to pro-
grams for low- and moderate-income families. Unless such action is taken, it
will be impossible to attract private capital and FNMA Special Assistance funds

will be required. Im light of the budgetary impact of a drastic increase

®*Ir, as presently it seems possible, other sources of credit evidence a

willingness to emulate the insurance industry it may be possible to attract

private financing without resorting to a change in the statutory limit omn
. interest rates for FHA insured mortgages.
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in the allocation of such funds, it is apparent that the expanded program
proposed here would not be possible at this time if it must depend on FHMA
Special Assistance.

In the rental and cooperative program, the maximum supplement would
be a 4-1/2% interest subsidy plus the grant for local taxes. The actual
amount would vary between the maximum and an amount necessary to maintain
a 20% rent-to-income ratio.

In the sales housing program, the maximum subsidy would be s 5-1/2%
interest subsidy. The actual amount would be no larger than the difference
between 20% of family income and the monthly payment required to cover
principal, interest; hazard insurance, and local property taxes. The maximum
cost of dwelling units would range from $15,000 to $17,500 in r:nn‘l;.inentn.:.l
U.5. Where lower income groups were involved the actual maximum would be
lower, falling to $12,000 in some instances, due to the 20% limitation.

Incomes would be reported every two years and the amount of interest
subsidy would be adjusted every two years.

The Department of Housing and Urban Development believes that this
title could produce the following results in its first year of operation:

==110,000 units of rental, cooperative, and sales housing to
be started. .

We are of the opinion that the volume production of moderate-income

housing must be produced by:
==home builders addressing themselves to home buyers.
~=limited-dividend investors, attracted by low initial

investments (10% of the cost of the dﬂelupnentn] and rapid

depreciation,
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At the same time, we feel that there is a significant and valid role
for non-profit sponsors. While they will not, in the foreseeable future,
create a large wolume of such housing, they can be vital in producing the

following resulta:
--broaden the base for sound home ownership for low-income

families.

--become instruments for the indigencus populatiom in'tha pockets
of poverty to help themselves provide housing.

--perfect more tenant-oriented approaches to management.

Recognizing the pecullar capacities of private bullders; limited-
dividend corporations, and non-profit groups, this proposal would involve
all three of them.

The new home ownership program, operating through home builders should
result in an increase of moderate-income housing outside the central ci'll:.ies.
Because there would be an assured (subsidized) market, the home builders
would find this an attractive and relatively more profitable field. They
would have, therefore, an inducement to extend it into the nutl:.ll'in.g areas
where they prefer to operate and where they can secure land much more readily
than non-profit sponsors.

Spen:i:a.l provision would be made to house homeowner families who are
displaced by public improvement actions and vho are within the eligible income
limits for the moderate-income sales housing program. Such families would

be eligible to purchase a home under the sales component of the program.
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In the case of displaced homeowners, they would be permitted to buy
an existing house, the only exception from the restriction of the program to
new and rehabilitated housing. Also, in the case of the ﬂilf:plnr.-ed homeowner
families, to the =:|':t.unt.- that the permissible interest rate subsidy subject
to the 20% limitation was insufficient to reduce the monthly housing expenses
to the level of n;:m;m.ra'hlu paymente in the previously occupled home, a
capital grant would be provided toward bringing the huuning expenses down
to the level in the previocusly occupied home. The maximum grant amount would
be $2,500, however, even if the reduction of the housing expenses to the
desired level could mot be fully achieved. These provisions for displaced
moderate-income homeowners should be made available in the context of uniform
benefits for all displacees under Federally-supported public improvement
programs, including the highway program as well as HUD programs.

It is also recommended thu.t.the requirements for a workable program be
eliminated for this title. The impediments to rental and cooperative housing
would thus be reduced and a larger volume, especially of sales housing, could
be expected outside the central cities.

Since the program would be available only for the purchase of moderate-
priced housing of up to $15,000, except $17,500 in high-cost areas and
$22,500 in Alaska, Guam and Hawaii, administrative actions would be mdopted
to prevent all available authority from being pre-empted by those regions of
the country where moderate-priced housing can be produced most readily.
Geographic allocations of the available financing authority would be

established, similar to regulations that have been adopted in the allocation

'. of rent supplement payment contract authority.

=3
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Greater economic diversification would be facilitated by this title

in several ways:
--lower interest charges would provide for lower income families

in the rentel and cooperative program.
--adjustment of rents (and subsidies) to income would assure

diversification, too.

“w- permitting rent supplement or Section 23 public housing
tenants to occupy up to 20% of the rental units in a project,
econcmic diversification would be encouraged in those instances
when the sponsors elected to avall themselves of this proposed
change in the law.

--by involving the same limited-dividend sponsor im contiguous
BEMIR rental, rent supplement, and Turnkey public housing
developments, varying income groups would be housed in the same
aresa, B

--variable interest rates in the home owmership approach would

permit variable income occupants from the inceptionm throughout

the life of the development.
The success of this proposal involves two elements. The first is

adequate financial support. That has been the concern of the pm cutlined

above. The second is a drastic revision in FHA policies and processing.

Recently FHA has taken steps to respond to these needs. As significant as

they are historically, they are not adequate to meet current requirements.

The comments which follow are egqually applicable to interest supplement and

. rent supplement activities.
Already FHA has initiated, on a pllot basis, two major innovations.

—— e e . L e
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The first is its home counseling service which invites low- and moderate=
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income, veteran, and minority group families to come to FHA offices in order
to recelve direction, assistance, and referrals designed to expose them to
housing opportunities. This program needs to be extended throughout the
nation. It can and must accelerate the participation of these groups in
the moderate- and low-income programs of FHA.

Even more ilmportant is the streamlining of the processing of moderate-
and low-income housing in FHA. At the same time, FHA, in cooperaticn with
the urban renewal program, is conducting pilot projects for utilizing the
write-down of slum and blighted properties as a means of providing a con-
tingency against the cost uncertainties in rehebilitation. In addition,
the proposal, mow before the Housing Subcommittee of the Banking and Currency
Committee, to increase urban rehablilitation grants to owner occupants from
$1,500 to $2,500, should be enacted.

If we are to achieve the volume of production which is required, these
programs will have to be sold to the private sponsors and provide technical
assistance to the non-profit groups involved. This means that the profit
potentials inherent for home builders and limited-dividend sponsors need to
be spelled out and pn.rtentinl participants need to be informed of them. Here,
again, the Regional Offices of HUD must take leadership. And HUD has scmething
to sell. In a limited-dividend subsidized rental development, the amount of
investment is 10% of the total cost. If the sponsor is in the 50% tax
bracket, his average annual rate of return over a l0O-year period is approximately

16.3%. This rate of return takes into account the tax advantages of accelerated

I'HI.
-
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depreciation, the cash return of equity and the profit on the capital gaim
upon sale of the property after ten years., (For this attractive rate of
return to be possible, the mandatory 20 year holding pericd applicable for
221(d)(3) limited-dividend sponsors would have to be reduced.) Further, if
the development is attractive, well located, and effectively managed, there

is an almost assured effective market.

e TR D s e
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B. LOW-INCOME HOUSING

There is no more vital or difficult problem in urban development than
the provision of housing for low-income households. Over the long-run
the objective must be to increase the earnings of as many families as possible
g0 as to facilitate their more effective competition for shelter. Even then,
there will be the aged, the physically handicapped, and those temporarily
without well-paying (or any) jobs who will need financial assistance. In
addition, in the decades ahead, when there will be a drastic increase in
population, rent allowances alone will do litt.l_e to improve the situation.
Unleas they are directed to increasing the supply of housing, higher rent
allowances will serve primarily to inflate the cost of the existing supply
and create greater pressure for increasing the amount of the allowances.

* The immediate problem, therefore, is to increase appreciably the volume
of housing available to low-income groups. Because of past activities in
this ar.a, there iz a disproportionate need for large units to house large
families. BSince the Federal Government does not build housing itself, the
role of the Federal Government is to devise approaches which will encourage
and assist local governments and private enterprises to meet as much of the
need as possible. No matter how potentially effective the Federal tools,
results will depend upon local public agencies and private investors and
dwﬁlopers. This framework dictates that an expanded activity must start
from current levels and grow at a pace which reflects involvement, cooperation,
and the efficiency of the ultimate producer.

Even more than in the case of moderate-income housing, there is an

{-. important role for the non-profit corporation inm low-income housing. Such
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groups can and should be utilized to sponsor and manage rent supplement
developments and to manage existing and newly constructed public housing.
Again, as in moderate-income housing, the best instrument for rapidly
augmenting the supply of low-income housing is private enterprise.

Already our experience indicates that the Turnkey method of construction
(Turnkey I) can cut the time between conception and execution im public
housing drastically. Also there appear to be significant economies in cost
as well. Based upon thie experience, HUD plans to accelerate the processing
of public housing through greater use of the Turnkey construction method.
Similarly, the improvements in FHA processing of moderate-income housing would
be ;pplicnbla to the rent supplement program.

While we recognize and endorse the sdventages of non-profit sponsorship
and management for rent supplement developments, we advocate a new approach
to the comstruction of such housing. Except in rare instances, non-profit
sponsors are n=ither knowledgeable nor experienéed in construction. Thus,
they often flounder with the details of thiﬂ‘intricata process or end up
ag a front for & builder whose interests are rarely identical with theirs.
Two things are necessary. First; there needs to be an effective program of
technical mssistance to non-profit housing sponscrs. ©Such a program would
be de?nt;d to two main concerns. It would deal with problems of sponsor-
builder relationships, principles of planning, financial respomsibility,
and the like. Also, emphasis would be placed upon the human aspects: = how to
involve meaningfully and effectively the community to be served, and how to

develop management that is responsive to, and involves, the tenants.
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While it is believed that the main increase in the volume of production
of low- and moderate-income rental housing will come about through increased
participation by limited-dividend sponsors, private non-profit organizations
5till have a vital role to play in the production of such housing. Many of
them are wvell-intentioned and with adequate technical assistance and financial
support they could successfully sponsor additional moderate- and low-income
housing.

It is proposed, therefore, to provide loans and/or grants to stimulate
and assist the establishment of citywide, well-staffed non-profit organizations
designed to sponsor lov- and moderate-income housing and provide techniecal
assistance to individual non-profit sponsors. This would greatly strengthen
the technical and financial capacity of non-profit sponsors to develop
successful low- and moderate-income housing. The program cost of this pro-
posal as it relates to grants to non-profit organizations may be estimated
at $7-1/2 million for the first full year of operations and at $15 million for
the second year. The cost beyond the second 3!!-]:" would depend largely upon
the number of additional central non-profit organizations which were formed.
The individual non-profit organizations would be eligible to receive grant
funds through the citywide organizations for only two years. The program
cost of the proposal as it relates to front money loan funds may be estimated
at $7-1/2 million for the first full year of operation. Non-profit organizations

vhose project applications were not completed would not be required to repay
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front money advances. It is estimated that 20% of the loan-fund advances
would be waived under this provision. An estimate of administrative expenses
is not 1n¢1uded.;f

HUD has just announced Turnkey II and Turnkey IIIE-"‘t in the public housing
program. The former envisions management by private enterprise. It has
several advantages and possibilities. In the first place, it may result in
new techniques and new problem-solving. Obviously, it is not implied that
the conventional real estate management practices will suffice, and it is
recognized that HUD will be reguired to establish performance standards
relative to social services, tenant involvement, and the like. But HUD is

doing exactly the same for public manegement. A more immediate advantage is

1/ Non-profit sponsors are usually not the most efficient instruments for
the production of housing. Nor are they the most economical. But they
are necessary and desirable as instruments for maximum community involve-
ment in the process. There is little tradition or experience in this
Nation with them. If they are to be developed, as we believe they should,
there will have to be a degree of public underwriting. It is wvital that
this fact be recognized and that the need be funded.

2/ SHORT EXPLANATION OF TURNKEY I, II, & III:

Turnkey I is construction or rehabilitation of housing for sale to the
Housing Authority upon completion.

Turnkey II is the management by a private-profit or non-profit organization
of housing owned by the Housing Authority, whether or not it is produced

by Turnkey I.

Turnkey III involves a project in which the occupants cbtain homeownership
whether or not produced under Turnkey I or managed under Turnkey II. In
urban areas, the equity is earned out of self-maintenance of the units

and through increased rents as the family's income increases which help
to poy off the debt. On Indian reservations and possibly in other

rural or seml-rural areas, the occupants can earn an additional equity
out of helping to construct thec housing.

- o oo
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that Turnkey II will enable a uinﬂe limited-profit sponsor to build and
manage both moderate- and low-income (public) housing on the same site. The
result will be greater economic diversification and a better image for the
public housing -development.

Turnkey II can become the instrument for involving non-profit groups in
the management of publie housing projects. Here there can be maximum tenant
involvement and experiments in the utilization of tenant labor in maintenance.

In the first Turnkey III project, in Gulfport, Mississippi, two unique
results are contemplated. First by utilizing tenant labor for maintenance,
low-income families can and will be accommodated. A non-profit group will
take over management. It will also select tenants who have potential for
ownership. These will have a real sense of identity with the project
from the start. They will begin to accumulate funds to be utilized for home
purchase. When they have reached a level of earning which precludes their
receiving subsidies, these escrowed funds will be applied to the purchase
of the units. The price to the tenants will be determined by the pro-rata
ghare of the outstanding bonds. Thus, non-profit management becomes an
instrument for tenant participation and identification in mansgement, ms
well as an effective instrument for facilitating home ownership.

For the last decade, one of the major impediments to the provision of
low-income housing has been the metter of sites. This is both racial and
economic, reflecting opposition to non-vhites and low-income families as
neighbors. Rent supplements, because of the non-public housing image has

helped a 1little, but the total program is still limited by the site problem.
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The requirements of Title VI of the Civil Rights Act of 1964 have complicated
the matter, especially in the South. This report recognizes this latter
circumstance but recommends that the solution is net to recede from the
advances on the civil rights front but to pursue them and utilize other means
to meet the site problem. It is our opinion that the current policy of
questioning low-income housing programs which provide such housing only im
the ghetto areas is sound. We agree that low-income housing must be augmented
in the ghettos, but it should also be provided elsewhere.

Several circumstances will serve to ease the site problem. The first
is the pressure exerted upon communities by Federal requirements for higher

relocation standards. Most of the relocation load is incident to Central

Business District redevelopment or urban highway systems-——improvements that
have a widespread appeal. If and when there are uniform relocation require-
ments, this leverage will become greater. At the present, it is effective
in urban renewal because of the program requirements. We strongly recommend
that there be uniform relocation standards for all Federal programs. This
will require new 1egisla$inn.

A second significant factor is the development of housing and mssociated

facilities on Surplus Froperty Lands that are now being identified by the
Federal Government. It is established that these areas must accommodate
diversified income groups. That means that they will afford sites for some
low-income housing.

Concurrently; the recently adopted pricrities for the urban renewal program

emphasize provision of housing for the less affluent. And the Model Cities
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Frogram will require a significant amount of rehabilitation and new
construction to rehouse those mow living in the target areas. Because many
of these areas have high densities, additional low- and moderate-income

housing will have to be provided as relocation resources.

In the discussion of moderate-income housing, it was recommended that up

to 20 percent of the units in such developments be eligible for rent

supplements or leased units under the public housing program. This would

not only ease the gite problem for low=income housing but it would also
accelerate economic diversification in government-assisted housing. We
recommend legislation to authorize thias. Of course, it would not be mandatory
nor would it be universal, but a large number of sponsors would avail them-
gelves of such tenants because their availability would contribute greatly

to the economic soundness of projects.

On the basis of current administrative changes in the HAA and the
utilization of speedier processing in FHA, it is believed that the following
results could be achieved in 1969:

(a) 85,000 dwelling units of public housing could be brought
into the program and placed under contract or completed.
(b) 25,000 dwelling units of rent supplement housing could be in
similar stages of production.
In 1970 and subsequently, the easement in the site problem and the

improvements in processing should permit a significant growth in the pro-

duction of low=income housing. We therefore propose that legislation be
propoced to authorize annual contribution contracts for 600,000 units of
public housing. In eddition, we recommend that there be suthorization of

rent supplementes for 200,000 dwelling units. Both authorizations would apply

to a four year period.
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The Housing Assistance Administration has recently proposed significant
administrative changes. These changes, together with the new approaches,
make possible the acceleration in the program proposed above. HUD is
committed to these new directions; thus, the size of the program can grow
appreciably.

The principal changes inm public housing are faclilitated by the following
new policies and procedures:

A program of rehabilitation of existing projects.
Many of the older public housing developments suffer
from delayed maintenance. OSome are in varying stages
of substandard conditions. The upgrading of these
i projects will accomplish several things: i
o a) improve the image of public housing
b) attract and hold desirsble tenants
¢) improve the quality of management

A policy of placing emphasis upon tenants, tenant participation

in mansgement, and real cconcern for people. This will be

facilitated by a requirement for such a management program
as a condition for participation in the rehabilitation program.

Emphasis upon the needs of low-income families.

This will require some de-emphasis of housing for the elderly,
an emphasis upon large families, and a greater degree of con-
centration upon larger communities than in the immediate past.

Establishment of priorities to meet the needs delineated above.
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Provision of commercial facilities within developments

vhere there are not adequate facilities avullable Lln

the areas affected.

Reorganize HAA so as to concentrate processing of applications in

the Regionel ofiices. This will require a new organizational
structure in Washington and in the Regilons. It will also reduce
the steps in processing and be responsive to the priorities
already m:nt.iunuﬁ.

Recapture of allocations and contrects which are not moving.

This will lessen the time of processing and utilize more

effectively the funds available for the program.

Encourage local housing authorities to become more integrated

into the structure of local government.

This will serve to coordinate more effectively public housing
with related local programs and should accelerate local action
to move the program.

The public housing program has the most effective financial formuls for
the production of low-income housing yet devised. It needs a better image,
much more rapid processing, greater access to sites; and better design and
management. The changes outlined sbove are addressed to these needs.

Rent supplements have unique advantages. They avoid the image of
public instituticns and they provide a machinery for greater community and
tenant involvement in planning and management. Together they can be e-ffactivl

tools in this most difficult area of shelter.
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It is imperative that both programs become more effective. Utilization

of Burplus Property, Model Cities, relocation requirements, and the new
priorities adopted for urban reneval require that both approaches be
accelerated in the years immediately ahead. The program presented here will,

we believe, achieve such results.
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TRAINING FOR MANAGERS OF LOW- AND MODERATE-INCOME HOUSING PROJECTS

Legislative proposal

HUD should be authorized to provide grants and other forms of assistance
to public or private bodies up to $5,000,000 for fiscal year 1969 to:

a. support the development of a curriculum for training persons
in the skills of managing housing for low- and moderate-
income families and related human development;

b. hold short crientation work-shops on the relationship nr-
housing and poverty; I

¢. provide for intensive short-term; residential nnmamnt
training programs; AL

d. provide fellowships to train staff to conduct these programs;

e. establish work-experience training centers;

f. establish an advisory committee of: experts available for
consultation;

g- support demonstration projects which have potential for
showing how imprn*ed management practices create viable
housing projects, reduce maintenance costs, and encourage

economic mobility among low-income tenants. ' . L

The objective of this program is to create a pool of gqualified individuals
who can competently manage public and private housing projects for low- and
moderate-income families and assist tenants in overcoming poverty and be-
coming participating members of their community. To the extent feasible, a
positive recruitment program for opening this career channel to tenant groups

and poverty area residents would be required.
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It is anticipated that this program would provide short-term instruction
for 2,000 managers, fellowships to tralm 200 staff persons to conduct these
training programs, and 6 regional work experience training centers. Initially
the training centers would serve as on-site demonstration projects to
test innovative and experimental approaches to achieving the purposes of

this program.
The Froblem to be Solved

There exists:
&. an inadequate supply of individuals both skilled in the management

uf_reaidentia.l property and in dealing effectively with low- and
moderate-income families.
: b. no formal training programs for the development of such skills.
‘ ¢. no method by which individuals possessing such training can be
identified and accorded priority in empll;;jmnt.
d. & rapidly increasing expansion of the supply of housing for
low- and moderate-income families is imminent. Without competent

management, these dwellings at best will not fulfill their purpose

and at worst may exacerbate the problems of iodividual residents.
Existing methods of choosing property managers for low- and moderate-
income housing rely mainly upon the selection of individuals who may have
had some formal education and work experience im such diseiplines as the
humanities, business administration, social work, public administration, law,
engineering, real-estate management. This is then supplemented by on-the-job
tralning in the adiministration of & housing project and in dealing with low-
. income families. The usual employer is a Local Housing Authority. The quality

of on-the-Job supervision varies and at best is haphazard,
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In addition to the inadequate supply of skilled and experienced personnesl
there is an inadequacy of training facilities in existence. Very few colleges
and universities provide courses in property management. The Institute of
Property Management (NAREB) provides short courses in property management
for practitioners and by successful completion of such courses the "student”
may qualify for a certificate as a "certified Property Manager"--but these
courses deal almost completely with the commercial aspects of building
management and do not address the economic, social, or welfare aspects
of property management.

Moreover, academic courses in the social sciences have not incorporated
the lessons learned from the very recent experience in local community action
activities, Juvenile dE1inqu¢nmr-¢untrnl, consumer education,-and neigﬁﬁar—
hood legal services. There is a need to "systematize" this new knowledge
that is being developed and translate it into new courses in soclal sciences,
and thus create processes by which walid principles and techniques for
helping the poor can be transmitted to those concerned with the development
and improvement of the urban environment.

HUD is in a unique position because of its familisrity with the problems

of the poor in the urban enviromment to work with universities, to collect

and disseminate such new knowledge.

Helated Activities
The Administration of Aging under the authority of the 0Older Americans

Act provides grants for the training of managers for retirement housing [ |

L ———
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farilities. Under this program, grants have been given to the University of

Michigan and Wayne State Universlty, who are collaborating in a two-year

graduate course of study leading to an M.P.A. degree with a certificate as

specialists in management of retirement housing. In addition, the Institute

of Gerontology at the University of Michigan is providing several 1lh-veek

residential courses in retirement housing management.

NAHRO is also anticipating an AOA grant to conduct short-term workshops

for local housing author.ty mensgement staffs to help such practiticners to

increase their skills in communicating with their tenants and developing

more harmonious tenant-management relationships.

Cost of Program

Curriculum development
Orientation workshops intensive

Residential management training

d. Staff training fellowships

e. Work-experience centers and
demonstration projects

f. Advisory committee/consultants

Alternatives

$500,000
1,000,000
2,500,000

ToO,000

1,000,000

100,000
$5,000,000

The Federal-State training program for Community Development could be

utilized to carry out the objectives of this proposal. An amendment

to the law would be necessary so that training could be provided to private

individuals and organizations who are to be increasingly involved in

constructing and managing the anticipated expansion of low- and
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moderate-income housing. The disadvantage of this approach 1s that
the program must be administered through the States and the Federal
priorities of training needs may not be observed in the State plan.

b. The second alternative is to make such management training a requirement
for receiving Federally assisted multifamily housing for low- and
~moderate-income families. The sponsors, public or private, could use
administrative funds to conduct the necessary training. The Depart-
ment could work out a curriculum with the cooperation of universities
and consultants and conduct workshops and other training in a manner

gimilar to that which the FBI uses to help local police departments.

Advantages and Disadvantages of Legislative Proposal

Advantages:
8. The Department could work directly with the sponscrs and managers of

the housing.
b. HNational attention would be focused on this crucial aspect of the housing

problem.

Disadvantages:

&. It would probably be more difficult to get a separate new plece of .
legislation enacted than to amend an existing program.

b. The need for this program is Justifiable mainly in terms of projecting
a great expansion of housing supply for low- and moderate-income

families. It is probably not saleable as an independent need.



FURDS FOR SOCIAL SERVICES IN PURLIC BOUSING
1. The Proposal

A new and separate suthorization and appropriation of $20,000,000 per

year should be provided to assist in financing expanded social services for

public housing residents.

The objective of this proposal is to help public housing tenants, many

of whom fall into the category of multi-problem families, to adjust to urbanm

living and achieve greater economic and social mobility and self-sufficlency.

These funds woull be used to fill in gaps vhere needed services are not

available to public housing residente, not to duplicate services provided by

other agencies. They would be available for three basic purposes:

< (1)

(2)

Tenant Relations. To provide the necessary m!:nin:lntru.tin-
expenses to encourage and help tenants with the establishment
of resident organizations; to involve residents in those
aspects of management which affect thelr daily life; to plan
with residents a program of community activities and services;
and, by working with community organizations and agencies, to
bring those activities and services to public housing
neighborhoods. :
Information and Referral. To provide administrative expenses
to advise families and individuals as to resources for job
training, education, welfare, and other services in the

community; to refer them to sgencies with the appropriate
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expertise when necessary; and also to counsel families om such
matters as balanced diet, child care, housekeeping practices,
and money management.

(3) Filling Gaps. To provide services which are not available
through regular community programs and which are related to
successful publie housing operations, such as organization
of youth group activities, senlor eltizen clubs and credit
unions. Before these or similar activities could be organized,
however, it would have to be ascertained whether the services
are available under OEC- or HEW-supported programs. No services
that could be provided under such sponsorship could receive

support under the proposed program.

£

2. BStatement of Problem

Prior to 1965, LHA's provided limited soclal services to thelr tenants;
these services proved inadequate to meet the real needs of the tenants in
improving their economic status and adjusting to urban life. This became
especially true after the war, when the composition of public housing changed
with the replacement of higher income families by incresasing mumbers of lower
income, multi-problem families.

In 1965, Congress recognized that additional services were needed and
endorsed the fact that the Department had authority to provide such services
as part of the general cost of project management. While this gave a boost
to efforts that were being made, it did not provide relief for the biggest and
most difficult problem situations. The LHA'®s in the largest cities vhers

.eedu are the greatest have in many cases been caught in a f:lnanciul. BQueste,

D with steadily increasing operating costs and steady or declining income and
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therefore rental levels. Because all expenses have to be met out of project

revenues, little if any funds are left for social services.

A major problem glving rise to this proposal 1s the growing camplexity
of the social service system in a local community. Low income families .
find it doubly difficult to find necessary services on thelir own, and thus
have need for an extensive information and referral service. Another problem
is that existing service agencies in the community often suffer from inadequate
funds, disinterest in the problems of public housing, or other priorities.
Therefore, seed money is needed to fill gaps in services and to act.as an incentive.
Furthermore, none of the established programs will furnish funds to.provide LHA
social service staff to carry out the program of services outlined sbove.

3. Related On-going Programs

To & limited extent, some of the services proposed have been provided by
local housing authorities within the limits of their operating budgeta. But
as noted earlier, the cost squeeze is making it increasingly difficult to
provide funds for these services, usp?cially in the larger communities where
the needs are greatest.

Other federal, state and locally supported soclal service and welfare
agencies have programs which are potentially awvailable to public housing
residents, and in some cases have been directly provided within the publie
housing projects. However, socmetimes there is a tendency on the part of such
community-wide agencies to neglect the needs of public housing tenants, on the
assumption eituer that their needs are already being met by the public housing

program, or that it is somecne else's problem.
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But even where the spirit is willing, the funds of most community service

agencies are both inadequate and subject to man array of competing demands. There
is thus an urgent need for staff resources within local housing authorities to
make the needs of public housing tenants known, and more importantly, to work
with the community agencies to insure that well-rounded and coocrdinated services
u-e provided. No single community agency can be expected to assume responsibility
for insuring that the broad range of available services are coordinated and meshed
to meet the needs of public M1m tenantas.

This coordinating function is necessary not only to Insure that encugh
gervice programs are provided, but alsc to Insure that they are the right kind --
i.e. focused on the objective of increasing the earning potential and self-
sufficiency of public housing residents.

Discussion

A clearly directed and adequately funded program of expanded social
gervices would encourage and enable LHA's to meet the pressing needs for soclal
and economic integration of tenants into the mainstream of American 11:15.

It would contribute to the relief of local tensions and would direct tenant
energles to constructive self-help activities.

It would facilitate the efficlent and effective use of Federal, State, and
local community services and resources.

It would further help to develop local LHA staff skill and persconel in
den.ling with soclutions to sccial problems.

It is also in the financial interest of the Federal government to build

pride and concern on the part of public housing residents for their homes and

.eigh‘bnrhmd:. especially vhen a major modernization progrem is anticipated.
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It might be argued that LHA perscnnel are already avallable to perform
these services or that it is the job of other agencies. However, the point has
already been made that the services needed require additional and qualified

gtaff and are not avallable through other agencies.
The proposal calls for $20,000,000 per year. It is estimated that this

amount would permit HUD to make an adequate start 1nldeve1np1ng the type of
nanu.gem'ent. gocial-service program which would achieve HUD's social objectives.

In 1964, the National Federation of Settlements and Nelghborhood Centers
estimated that an adequate staffing budget for a service center on a public
housing project would be approximately $20,000 and that such an expenditure

could secure a flow of from $40,000 to $100,000 of sdditicnal services to such
projects under existing programs and community resources. Based on these figures,
the $20,000,000 would enable funds to be made available to 1,000 projects where
it is estimated expanded social services are needed out of the more than 6,000
projects existing across the country.

Statement of Alternative Proposals

As an alternative to separate authorization and appropriation of funds,
consideration might be given to the poseibility of making residual receipts
available for social services and for transfer to those LHA's requiring such
services, but lacking any residual receipts. In fiscal year 1966, residual
receipts totalled $19 million. The problem is that many of the communities
which have the greatest need for expanded social services, especially larger

cities, have little if any residual receipts. For example, 30 of the largest
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programe in the big cities estimate that there will be no current residual

receipts at all. Included in the group are: Baltimore, Boston, Buffalo, Camden,

Chicago, Cleveland, Detroit, New York, Jersey City, Pittsburgh, San Francisco,

and S5t. Louis.

S S S ———



USE OF THE PUBLIC ASSISTANCE FROGRAM TO ACHIEVE
IMPROVED HOUSING FOR WELFARE RECIFIENTS

The Proposal
l. The Administration should again su the Public Assistance reforms

that the Etates be required to meet the minimum pneed of families receiving
public assistance payments as determined by the living cost standards set

forth in the State Plan. This would be the necessary first step toward making

it feasible to use welfare payments for rent to set higher standards of ﬁmig

for welfare recipients.

Until families can pay the full cost of standard housing from their
welfare allowances, it 1s unrealistic to expect the States to achieve even
minimum standards for housing welfare c¢lients. Present public assistance pay-
ments are so low in some communities that families cannot afford the minimal
rents charged by public housing pro)ects to cover operating costs.

2. The supply of standard housing avajlable to low=income households and

individuals must be increased substentislly. The implementation of this recom-

mentation is discussed earlier in this section.

3. A Joint task force of representatives from HUD, HEW, end OEO should be

established to work out the necessary details for administering a minimum
housing standards program for welfare reciplents cnce the benefit levels and
low-income housing supply are brought close enough together to make such a
program workable including such complementary actlions as use of the concentrated
code enforcement program and the rehabilitation grants and loan program of HUD 4

to assist and enforce minimum standards of housing.

@ :
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A mumber of other supportive services could alsc be developed jointly,

including:

1. Landlord-Tenant Clinics -- to educate both in the responsibilities of
housing management and maintenance.

2. Homemaking-Housekeeping Instruction -=- to teach femilies methods of
improving housekeeplng standards.

3. Housing Information and Referral Services —- directed primarily toward

low-inceme families (including welfare
clients).

The Problem To Be Solved

Approximately T.l4 million persons are receiving public assistance payments
of one form or another. MAbout 800,000 of them live in public housing. A large
majority of the remaining 6.6 million persons live in substandard housing. The
housing plight of welfare recipilents is only part of the overall housing shortage
for low-income households. Only sbout one-fourth of the 34 million persons with
incomes below the poverty level are on public assistance. What distinguishes
them from the rest of the poor is the fact that their housing costs are paid
indirectly from government funds 1;Ea.1ring the govermment open to the charge that
taxpayers' money is subsidizing the slums. .

This dilemma rises from the fact that inadequate State welfare sllowances
do not permit full needs to be met either for housing or other living costs. The
allowances actually paid do not meet the minimum stendards of subsistence
egtablished by the States themselves., The result 1s that 1n many communities, -
welfare reciplienta not only are forced to live in substandard housing but also
have to sacrifice food and clothing allowances to supplement thelr rent allowance

.livu even there.
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';'.‘I:IE cbvious answer to this problem is a substantial increase in shelter
allovances for public assistance clients. However in vlew of the overall short-
age of housing for low-income families, an increase in shelter allowances would
not alone secure standard housing for welfare clients. It must be coupled with
a substantial increase in the supply of low-rent dwelling unite.

The danger exists that in tight housing markets, a substantial rise :I.nl
gshelter allowances alone would only drive up the cost of housing and thus work
8 erious hardships on those low-income households which are not on public assistance.

Similarly, wvigorous code enforcement which simply reduced population densities
and eliminated substandard housing units from the supply would have a negative
impact unless it were conducted concurrently with rehabilitation and new construc-
tion of standard dwelling units.

Related On-going Programs

1. Low-rent Public Housing

2. Rent Supplements

3. Concentrated Code Enforcement Grants

4. Rehabilitation Grants and Loans

All these programs are serving to improve the housing conditioms of low-
income families .anludig welfare recipients.

Advantages end Disadvantages of the sal
Advantages:

l. This proposal takes into consideration the need of welfare reciplents
to receive payments to cover all living expenses, including housing.

. 2. In the long run, this proposal would achieve a more permanent solution

5 to the problems of all low-income families in cbtaining adequate housing.




g R g S

. Meadvantages:

l. In the short-run, this proposal does not eliminate the charge that the
Federal government is subsidizing slums with welfare payments for rents.

Alt atives

As a prerequisite for Federal welfare grants, States could be required to
assure that all public assistance recipients live in standard dwellings. For
those relocated, the difference in rent would have to be assumed by the Pederal
government. Although this alternative would be cheaper and more direct in the
short run, it does not face up to the basle issue of the total adequacy of
minimum welfare payments and would be still dependent upon substantial increases

in the supply of low=cost housing for rental.




Section B - Neighborhood Improvement Recommendations
Introduction

The housing unit itself is only a small part of the living environment.
Building new or rehabilitating old housing units is ineffective--and even
impossible—-without accompanying attention to the surrounding neighborhood.
Events and conditions in the neighborhood can either reinforce or defeat
attempts to upgrade housing.

Many Federally assisted neighborhood action and improvement programs-—--
most of them initiated by this administration--are already available including, -
among others:

==lurban renewal grants for removal of blighting influences and for a
S vide range of physical improvements;
[' --gpen space, urban parks, and urban beautification grants to add
recreation opportunities; .
-=nefighborhood facilities grants to provide space for needed social
and recreational programs;
-—community action grants, training aids and related programs to pro-
vide social services at the neighborhood level; and
==model cities grants to stimulate concentrated and coordinated use
of relevant Federal aids in selected target neighborhoods with a
high concentration of physical and social prpblems.

Mindful of this array of existing programs, the task force recommends
primarily:

-=-increasing the effectiveness of the urban renewal program by adding
. a "Neighborhood Development” approach to improve effectiveness in

large-scale residential areas (Pages B~3 to B-5);

e e T




-- & model neighborhood centers program built on the experience nt. |
the li-city pilot neighborhsod facilities program inaugurated to
carry out the President's promise of an effective neighborhood
center in ﬂaﬁr needy area (Pages B-6 to B-18); and

== extension of the model cities program approach to allow additional

cities to begin planning (Pages B-19 to B=20).

ol B -
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ADD A "NEIGHBORHOOD DEVELOPMENT" SYSTEM TO THE URBAN RENEWAL PROGRAM
TO ACCELERATE IMPROVEMENT IN DETERIORATED RESIDENTIAL NEIGHBORHOODS

The al
The Urban ReneuullPrugrln would be amended to provide for "Neighborhood
Development Projects" in larger blighted residential neighborhoods which are
to be renewed primarily for the tenefit of the existing reaiduntl.nr the area.
The NDP's would proceed guickly to actual rehabilitation and redevelopment
on the basis of a broad plan specifying:
==major land uses
--densities of development, and
==public facilities proposed for the area.
Consistent with this broad plan, a time-phased program of specific renewal
activities would be proposed for an initial two-year period by the local
renewal authority. Approval of this work program would permit actual redevel-
opment to proceed within the area simultanecusly with further detailed planning

and scheduling of subsequent activities.

The Problem

;I'he basic urban renewal program is premised upon the development and
approval of a detailed final plan for re-use of the project area before any
actual activity is started. This approach is necessary in order that the
feasibility of the parts may be evaluated in the light of the full plan for
redevelopment of an u-;\-.-u.

For larger residential neighborhoods being improved for existing resident

groups, this approach is cumbersome, slow, and ineffectual. The change

. of & large area takes several years--especlally if adequate resident in-

involvement is achieved--and much of the detail planning must be redone or

e —— e e = P
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b modified to reflect subsequent facts and changes affecting specific
properties. Further,; even fulfilling the requirement for completion of
a detail re-use plan means the uncaﬂni;zly paralyzes the neighborhood

during the planning process and contributes to needless further negleet

and decay of propertiea.
Even after the planning requirement is met, the resulting multiple-

year total program of activities is unmanageably camplex as well as un-
realistic. Measurement of progress against the total plan is difficult
and necessary adjustments in schedules require repeated, wasteful revision
of the total plan.

As & result of these difficulties, cities are forced to undertake
residential urban renewal on too small a scale and to waste time and
funds in planning in too detailed a manner for future activities ‘Ili'll.].'.!

[' delaying actual renewal action that can be undertaken early.

Discussion

This proposal would be applicable only where a city wvanted to remew
large residential neighborhoods without Biﬁnifican‘h land-use changes for
the existing resident groups. It would require only that degree of
planning necessary to 1ndica_te the city's concept and standards for
renewval and to specify the actual work program which could be planned
with confidence. Initial planning would have to include the city's pro-
posals for handling relocation and for involvement of area residents.
Federal-local sharing of the costs of that work program would be on the
usual basis (normally 66 2/3 Federal, 33 1/3 local). As each phase of

. the work program was completed, the city sgency would submit its subsequeht

|
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b vork program for approval and funding.
In summary, it is believed that this modified neighborhood renewal
"process” approach will:
=-Permit renewal activities to be undertaken on an effective scale

in the large deteriorated and impoverished areas of the city.

--Accelerate development by permitting concurrent planning and

rehabilitation/rebuilding activities, particularly the rapid pro-

vision of low-and moderate-income housing.
-=Avoid the long térn inactivity after clearance of the entire pro-
Ject area by encouraging redevelopment of part of the site.
==FPermit more effective local and Federal menagement of programs
and activities.

The approach will be particularly relevant for application to the urban

i renewal component of model cities target areas.

s |
Funding for the first phase of approximately 100 major neighborhood .
development projects would require approximately $250 million in
additional renewal authority for the fiscal year 1969. Continuing activity
in these pro)ects and starte on 50 additional projects a year would require ;
authorizations rising by about $100 million each year until renewal of the -
original group of neighborhoods is completed.
These funds would be partially offset by reductions in the level of

funding required for regular renewal projects over the same periocd of

Years,

, @
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MODEL NREIGHBORHOOD CENTERS
[Note: The Department of Health, Education, and Welfare
gpecifically has indicated it does not concur im
this recommendation. Also, the Office of Economie
Opportunity believes the lead agency respénsibility
should be vested in OEO.]
PART I. - A short statement of the proposal
This is a proposal for a large-scale effort to develop model neighborhood
service programs in approximately 100 neighborhoods. The proposal is based on
an interim evaluation of the Pilot Program conducted by the Departments of Labor,
HEW nndIHUD, and the Office of Economic Opportunity im 1k nitiua.éf This new
proposal would:
== extend the coordinated interagency approach utilized
in the Pilot Program to an additional group of urban and
rural Areas;
== provide for a variety of administrative mechanisms to
carry out the program at the Federal, state, and local
level;
-- appropriate runds for filling gaps in services provided
under existing leglslation; and
-- create incentive grants to state and local agencies to
develop %xemplnry neighborhood service programs.
The overall purpose of the program is (a) to prove the wvalidity of the
multi-purpose center as a vehicle for the systematic and comprehensive delivery
of human service programs at the loecal level in a variety of different settings

and (b) to combine the impact of scclal and physical programs of fﬁur Federal

agencies in a large-scale coordinated effort.

l/ Boston, Chattanooga, Chicago, Cincinnati, Dallas, Detroit, Jacksonville,
Louisville, Minneapolis, New York City, Oakland, Philadelphia, St. Louis,
Waghlinghon
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Specifically, it is proposed that —

At The Local Level:
an agency be despignated by the city, with the concurrence of the coomunity

action agency, to serve as sponsor in developing the model neighborhood center
program. This agency may be created explicitly for the purpose of implementlng
this program or an existing agency, most likely the Community Action Agency, or the
Model Cities agency, a neighborbood corporation, or other existing entit;r.. may
be designated. The designated agency shall have authority to recelve Federal and
gtate funds directly, and be authurir._erl to receive direct Federal planning grants
on & non-matching basis. These planning grants may be used for planning the
neighborhood service program (NSP) and the physicel facilities, obtaining neighbor-
hood involvement, and for administration costs such as rent for temporary facilities,
galaries, eXpenses, ete..

At The State Level:

an existing sgency be designated by the Governor for the purposes of develop-
ing a comprehensive state human service approach, coordinating state human service
programs and providing technical assistance to local communities as needed.

At The Federal Level: (Alternate No. 1)

an Office for Model Neighborhood Centers (OMNC) shall be established, with a
Staff Director responsible to the President. The functions of the OMNC will be
to work with the sponscrs of the NSP at the city level, with representatives of
the appropriate state agencies and the governor's office, and with the participating
federal agencies. The OMHC shall establish criteria for the awarding of planning
grants and for the acceptance of planning proposals from the cities for funding of
n‘hborhuod gervice programs. An Advisory Board, consisting of the Secretaries

of Labor, HEW and HUD and the Ddrector of 0EQ, or their representatives, shall be

il - L B e L S .
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conetituted to provide overall guldance im the direction and administration of
the program and to assure close coordination and linkages with their respective
agencies and the OMNC.

At The Federal Level: (Alternate No. 2)

The Department of Housing and Urban Development shall have responsibility,
as lead agency, for initiating the program and sghall work with the other participat-
ing agencies to develop guidelines and criteria against which to evaluate and
approve proposals submitted by the sponsors. Funds shall be appropriated to HUD
for the physical facility (new or rehabilitated), for core services: oﬁhreu:h, in-
take, follow-up, referral, diagnosis, data collection, central administrationm,
ete., and for a mumber of basiec service programs to become an initial part of the
NSP. Assuming an average facility grant of $500,000, an additional sum, twice the
amount of the facility grant, or $1,000,000 shall be appropriated for each center to
cover core services and basic service programs for one year. (Note that expenditures
for the first year would be limited to a part of the cost of the facility and
some core services only, since funds for program components and the entire
facility would probably not be expended in the same year.) Upon approval of the
plan subtmitted by the sponsor (epproval granted by HUD in consultation with other
participating agencies), the Secretary of HUD would transfer $1,000,000 (in the
case of the example), which constitutes the basic service program portion of the
appropriation and core services, to the appropriate depertments or agencies, which
would then fund the center through their normal program mechanisms. Additional
services rounding out the RSP will be provided by reguler program funds allocated

by the states or the federal agencies or existing services in the target neighbor-

l.ud that will be dravn into the NSP.
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Grants To Be Provided:
. BState planning grants to the designated agency up to $100,000 per
year — on a 90% matching basis. '
s+ Local planning grants to the sponsor —- on a non-matching basis.
« BSpecial funds as "free" money to be used in the NSP to provide for
such planning, administration, central or special services as cannot
reascnably be obtained from other federal and non-federal programs -——
on & non-matching basis.
» Incentive grants to existing federally-aided programs equal to an
inerease of the federal share by 10% of the total shared cost of the
facility or service provided (e.g. increasing the federal share from
50% to 60% in a 50-50 project or activity).
{ « R & D grants for reporting, evaluation and special demonstrations.
PART II - Detailed Statement of the Problems Giving Rise to the Proposal
Improvement is needed in the existing system of delivering federal urban aids
to meet the needs of the poor in this nation's urban and rural areas. The 200 or
80 programg administered by the Departments of Labor, HEW and HUD, and the Office
of Economic Opportunity — which in one form or another find their way to the
neighborhood lewvel, from the Federal government directly, through .the states
directly, through county mnd city agencies or through non-governmental agencies -=-
are often uncoordinated and fragmented. The intended beneficiaries must make thelir
way through a maze of service agencies, most of which operate independently and
in an unrelated ru.shinn.l For example, an individual seeking assistance in finding
a Job may go to the employment service. If he lacks the needed skills, he may or
not be directed to a manpower training program. Other factors related to his

I non-employment may be family problems, ill health, responsibilities for child care,

eto.
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c Rarely is there a means for treating these problems in any coordinated fashion;
rarely are the services arranged 1n any kind of nntmtriu way. No single govern-
mental body at the federal, state, or local level has sufficient legal authority
to coordinate all human services.

PART III - Related On-Going Programa

The Department of Housing and Urban Development, under its regular T03
program, provides funds for the construction of physical facllities for multi-purpose
centers. So far funds have been allocated for the construction of 10T centers at
a cost of $2k.1 million. The OED has funded over TOO single-purpose or multi-
purpcse centers in some 200 or more cities throughout the nation, and the
Departments of Labor and HEW support various single-purpose neighborhood facilities
in over 1,000 communities.

{ In order to maximize the impact of these variocus independent activities,
the 14-City Pilot Program was conceived as a special interagency effort designed
to:

l. Create innovative, exemplery centers which can be replicated in

other cities,

2. Achieve Interagency cooperation on the federal level in coordinating

an operational program utilizing HUD's Convenor authority,

3. Demcnstrate the validity of Integrated core services in a center's

delivery system.

4. Provide a system for the delivery of services in the entire neigh-

borhood by linking the center with existing, on-going service pro-
grams, and

5. Test neighborhood involvement in the planning and implementation

of an NEP.
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is, of course, entirely toc soon to evaluate the Pilot Program in any

definitive way. Yet, even dat this early stage scme aspects of the

The Pilot Program mekes infinitely more sense -- as an approach

to the delivery of services to people == than the individual funding

of programs in an unrelated fashion by four federal agencies. It

is doubtful that the old pattern should be allowed to continue.

The participating federal agencies are, in fact, working well together
at all levels, with relatively few exceptions, at this stage of the
program.

The administrative structure created for the program is barely
adequate to operate the Pilot Program and could not be utilized

for a major national program of real substance. However, the
working relationships of Washington to Federal Regional Teams

to sponsors at the city level are essentlially sound.

The medasat pms:resn of the Pllot Program thus far suggests the

need for an expanded effort, but with most of the legislative and
administrative impediments removed or reduced,

the major problem areas that the pllot effort has uncovered are

The lack of ear-marked or reserved funds for the program to

provide project directors and citizens' groups with outside limits
for program planning.
The slow response of local communities -- in part because of

delays in receiving planning funds -- but more important because
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the "federal carrot" or incentive, is rulltLiTul;r small for the Pilot
Program. (The 10% override on the Federal share in this proposal

is designed to provide an adequate incentive.)

The lack of full time staff assigned to the project at Regional and
Washington level.

The complex funding patterns of HEW and Labor as far as directing
formula grant dollars, allocated to the states, to the target neigh-
borhood.

Overlapping Jurisdictions in the field.

The folly of a crash program when such a program is highly complex.
Related to this is the fact that achieving m high degree of citizen
participation must be subordinated to the exigencles of time. Also
related is the rather ocbvious cbeervation that a crash program re-
guires strong leadership. Given the wery limited powers of the
Convenor order, the lead agency has all of the responsiblility but

none of the authority to ensure that results are produced quickly.

The lack of leverage to alter imstitutional procedures at the local
level (e.g. health elinices that close at 5 P.M., just at the time
when the working force returns to the community.)

The absence of comprehensive human service planning and the lack

of mechanisms to do such planning at both State and local levels.

The legislative proposal embodied in this proposal —= through a varlety of

new local and federal mechanisms and various incentive grants -- is designed

to remedy the inadequacies in present programs and the 1k Cities Pilot Program

,.frurt .
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PART IV - Discussion of the Proposal

This proposal would fill many of the gaps that now exist in our various
neighborhood centers programs at the federal level. In particular:

Funding Problems -- this new proposal would make two provisions for :
overcoming the problems of assuring adequate financing of a sound, compre=
hensive neighborhood service program, first by providing "free" money or
"glue" money which permits gaps to be filled in existing categorical programs,
and second by offering incentive grants to induce local and state programs to

participate in the development of NSP's.
[If alternate No. 2 is adopted, a method will be provided to resolve vhat

has clearly been a major problem in the Pilot Program. The appropriation to HUD
of funds for basic services would assure the cities that there will be "a pot of
gold at the end of the rainbow." In other words, if the sponsors will develop a
truly integrated and comprehensive neighborhood service program with meaningful
invelvement of residents at all levels of planning and implementation —— and guide-
lines for both can now be written -- the sponsors would be rewarded by being able
to tap a reserved package of federal and state funds. The relatively small amount
of fund reservations in the Pilot Program haes meant that the cities have never
really believed that the federal govermment would adequately fund the pilot effort.
Moreover, this proposal would give purpose to community organization by providing
boundaries on fund availabilities so that local pecple have a context and frame-
work in which to plan. WNeothing is more frustrating to locel people than being
organized, planning a program, and then being advised that only a fracticm of

the funds are available. It is far better to have the "outer-limits" in mind

(.. at the start.

i —————
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Planning and Coordinating Mechanisms -- The identification of an
agency at state level, charged with responsibility for coordinating buman

service programs, will provide a wvitally needed point of contact for locel
communities and the federal government in developing neighborhood service
Programs.

Program Administration -- the proposal (both alternatives No. 1 and
No. 2) provides for full-time staffing and a precise mechanism to cocrdinate
and carry out the program. In the regular programs, no such mechanism exists.

In the 1k Cities Pilot Program, the Washington Interagency Review Committee which

develops policy, a secretariat which handles the staff work on a day-to-day basis,

and the Federal Regional Teams which carry on the direct negotiations with the
Eponsors, are moving the Pilot Program forward, but these gerry-built mechanisms
are clumsy and inadequte to operate a natiocnal program of size.

Existing Programs

When a model neighborhood center is developed in a nelghborhood where
there are existing 0OEO, HEW, or Labor-assisted centers, these activities will
form important links in the service system for the target area. New services
coming into the neighborhood -- through on-going OED, HEW or Labor programs ——
will likewise be linked to the NSP, but there will be no duplication of services
already provided or available from other sources.

The Pro's of this proposal are:

== It furthers the President's commitment to provide neighborhood
centers in poverty areas

== It improves upon the separate existing programs of four federal
agencies

-= It builds on the knowledge gained from the 1k Cities Pilot Program

==~ It strengthens local and state-level capacity to participate in human
services programs

T —— i
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== It raticnalizes the delivery of human services in a comprehensive

and systematic way

== It improves the effectiveness of federal, state and local programs
in terms of their impact on people

== Tt will be popular with Mayors, Governors, and local residents
of the target areas.

The Con's of this proposal are:
== It is expensive
== It is complex and difficult to administer
-= It provides for "free" money which Congress may not approve
== It will require collaboration of several Congressional committees
== It will be difficult to select the cities to participate

== It may take three years or more for a proper evaluation of the
demonstration

-- It may not be popular with program pecple in many federal agencies
and certain state-level county and local agencies.
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The Costs of the Proposal are: (Assuming 100 centers)
A. Planning Grants:
1. To sponsor to plan NSP: 100 @ $50,000 =  $5.0 million
2. To state agencies: 30 @ $100,000= 3.0 million
$ 8 million
B. Progran Implementation Grants: :
1. For physical facility: 100 8 $§ 500,000 = $50.0 million
2. For basic service program: 100 @ $1,000,000 =$100.0 million
3. For "free" money to fill
gaps in service: 100 € $§ 100,000 = $10.0 million
$160 million
C. Incentive Grants (10% override on federal share of all Labor,
HEW, HUD and OEQ administered programs)
Assume total NSP (excluding B-2 and 3 above) of $10.0 million
per center at 10% = 100 @ $1,000,000 = $100 million
D. R & D Grants:
1. National evaluation: $ .2 million
2 f:it;,r level evaluation:
s0 @ $20,000 ; 1.0 million
3. BSpecial demonstrations: 2.3 million
$ 3.5 millionm
E. Administrative Costs and Expenses: 8.5 million

(over 3 years)

TOTAL COST $280.0 million®

®THE EXPENDITURE OF THESE FUNDS WILL TAKE PLACE OVER A TWO OR

EE YEAR PERIOD. (A separate appropriation for planning
ing the first year might be considered.)
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PART V - Alternatives Considered and Rejected:

The most obvious alternative considered was for each department or agency
to continue to operate the various service center programs individually with
no coordination. HUD's TO3 facilities would be built and services would or
would not be brought in. Previous experience suggests that certain recrea-
ticnal and educational programs would operate out of the center, but little
in the way of human service programs would be encompassed. OEQ would continue
to provide "instant" centers in store fronts and Labor and HEW would support
other loacal efforts.

This alternative was rejected for two reasons: (a) the Pilot Program is
proving that coordination is possible, and (b) the ability u!l' our existing pro=-
grams to reach people in any sort u_:'.l" meaningful or effective way is less than
our expectations. Clearly, a well coordinated NEP can bring together existing
and new regources in a target neighborhood in & way to derive maximm im-—
pact for ti:e federal dollar.

A seccnd alternative considered was to expand the Pilot Program, as is, or
with minor changes, to 100 or more cities. The reascons for rt.luéting this al=-
ternative were: (a) the Pilot Program mechanism is tco cumbersome to accommodate
a national program, and (b) the statutory and administrative impediments are too
great to ensure a truly successful program. E

Another possibility that has been considered is tying the model nelighborhood
centers proposal in this report to the on-going Model Cities program. Certalnly
there will be a need to link new and existing services in some kind of systematic

.y in model cities neighborhoods. In fact in the Pilot Program, 9 of the 1k
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cities have designated the model cities nelighborhood as the Pllot Program target
area. However, in other cities -- for often compelling reasons -- the cities chose
not to put everything into cne neighborhood. The two programs are compatible

and can be administered side-by-side without duplication or overlap, and there

do not appear to be overly decigive reasons for ingisting that thie neighborhood
centers proposal be limited to model cities areas.

In the event that full funding of this proposal —- at the $280.0 million
figure -- is infeasible, it would be possible to scale down the proposal to 50
cities. However, the implications of a 50-citiy program, in following a 111: city
demcnstration; need to be weighed carefully in light of the President's Syracuse
gspeech. In fact, an argument could be advanced that it would be wiser to continue
the existing programs without change rather than risk the criticism of an in-

adequate response to the problems as they have been defined.




EXTEND THE MODEL CITIES PLANNING APPROACH

Proposal

Authorize a permanent program of 80 percent grants to cities to plan
for the local coordination and concentration of Federal programs which help
deal with concentrations of lov-income people and deteriorated neighborhoods.
Give priority in allocations of various Federal program grants to cities
which achieve more effective program combinations with such planning aid.

The Problem to be Solved:

In the 1966 and 1967 legislative sessions, the model cities program was
a key element in the Administration's program for mounting a progressively
more massive and more effective attack on the total causes of blight in older
neighborhoods. Under planning funds suthorized and appropriated in those two
years, approximately 140 cities will be planning or beginning to earry out
comprehensive programs for social and physical renewval of major residential
neighborhoods using the full range of Federal aid programs supplemented with
special grants to permit innovation and to permit the eity to utilize all
available programs on an adequate scale.

Such model neighborhood projects will, for those cities, be the focus
of public attention for the next seversl years as they form the testing
ground for the concept of highly coordinated and concentrated attacks on
urban poverty and decay. These neighborhood projects will, in the partici-

pating cities, call forth the greater local effort and support which is

.‘eq-_uirerl for success rather than mere superficial alleviation of the dis-

d

advantaged neighborhood problem.
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While these first groups of demonstrations 'H:|.11 still be in the early
stages, additional cities not selected in the first two groups will be anxicus
to utilize this approach also in order to get the focus and impetus into their
own activities. While the full range of Federal aids will continue to be avail-
able, there would be no way for additional cities to finance the difficult and
time-consuming job of improving the effectiveness of the Federal programs through
a planning process comparsable to that utilized in the model cities program.

Continuation of the planning assistance part of the model cities program
would fill this gap, without necessarily requiring that model cities supplemental
grants provisions be extended in exactly the present form.

As an sdditional incentive for undertaking the assisted planning process for
urban program coordination, a priority could be offered in project-type grant
programs for project applications submitted pursuant to an approved urban program
coordination plan.

Cost
Urban program coordinaticn plans in about 100 cities per year could be

provided with an appropriation of $25 million per year.

—_—
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dection C - Job Opportunities Recommendations
Introduction

Job skills and employment are widely recognized as the keys to economie

mobility and the necessary condition to make equal opportunity a reality
for minorities. Federal * assistance has been extended fnr a wide range of Jjob
training and placement aids.

At the gpame time, there are very visible employment impacts t‘rm the
physical programs of Federal assistance to families and neighborhoods whose
problems stem so largely from unemployment and unemployability.

The Task Force does not necessarily imply that these activities should
be directly the sole or even major source of Jjob opportunities for poor neighbor-
hood residents. It is convinced, however, that a greater effort to broaden the
effective impact of physical assistance programs is warranted and desirable.

In view of the existence of the Task Force. on Manpower, we limit our

recommendations to improving the use of Job opportunities arising from housing

and urban development sids.
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[:' IMPROVING JOB OPPORTUNITIES FOR THE UNSKILLED

1. Participation in relevant and avallable job training programs
should be required for all successful contractors or builder-
sponsors in housing and urban development projects with Federal
financial contributicns.

2. Job training costs to be Iﬁnded through training programs
rather than as added construction costs, and training programs
ghould be supported at levels needed to take advantage of thease
cpportunities.

3. Davis-Bacon wage determinations should recognize that scome
lower-skilled workers will be used for routine craft tasks to

L encourage employers to utilize trainees without inwvolving

excessive costa.

The Problem
Federally assisted housing construction and local facilities provided

for low-income families frequently involve significant amounts of work

which could be used as training experience to provide temporary inccme

and to permanently increase the work skills of the residents. BSuch employ-
ment is impeded from taking place in part because of the desire to minimize
coste by using only skilled, productive labor and in part by the failure

to .provide Davis-Bacon wage determinations for semi-sghilled worker categories.
Consequently, the sub-employed neighborhood residents get little benefit

from desirable employment opportunities incidental to neighborhood improve-

t ments.
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Despite this situation, federally supported training programs often

have unused funds because employers do not take adventage of their avail-

ability.

Discussion

The Task Force recognizes the anomaly of failing (1) to use the
training opportunities which would be so beneficial to ;zuinteﬂ workers
and their families and (2) to use the potential leverage of federally

assisted contracts to ret employers to undertake training programs. This will

be intensified by the expanded rate of assisted housing recommended in Section

A.
However, the Task Force did not believe it appropriate to recommend

"set asides" for training or similar devices which would use housing program
funds to initiate new training programs in competition with well-conceived
general Job programs already available. The varicus manpower development
and training programs could be used as appropriate if employers are required
to undertake the mansgement burden of incorporating affirmative training
programs in their federally assisted construction projects.

While Federal training aids generally cover the out-of-pocket costs
of the unskilled worker, the employer would still have to pay full Davis-
Bacon Act wages as determined by the Department of Labor. In recognition
of the lower productivity of trainees, it ls suggested that appropriate pemi-
gkilled categories can, and should, be included to cover bhopa fide trainees
actually used on the jJob. Such determinations would not result in under-
paying fully skilled workers and would permit the use of & mix of gkilled

and semi-gkilled workers thereby improving genuine job opportunities for

the disadvantaged groups.
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The recommended program could be largely accomplished through adminis-
trative action under existing programs. Considerable attention will need to be
given to prior explanation of the purposes and effect to the construction trade
unions in order to gain their cooperation.

Costa

No ndded costs except for adequate funding of manpower programs to
use added potential training slots provided.
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Section D - Encouragement of Outward Mobility of Ghetto Residents
Introduction

If large numbers of disadvantaged minority group members are to enter
the mainstream of American economic society, employment and housing must be
made more accessible to them. This ob)ective is being pursued through programs
designed t::: locate new job opportunities in the areas of unemployed concentration.
But the greater growth of nev employment opportunities outside of the central
city requires also that outward mobility be enhanced. Measures have to be
adopted to employ present ghetto residents ocutside the central city, as well
as to create jJobs within the ghette.
To help bring about ocutward mobility for employment; three proposals are
nﬂered:
-- First (directly related to mobility for access to jobs) &
proposal for subsidized mass transportation to help central
city residents in gaining access to suburban employment ;
== Becond, a proposal to facilitate employment of ghetto residents
in industrial parks and the creation of nearby low- and moderate-
income housing available to them; and
== Third, a proposal for reguiring housing on a nondiscriminatory basis im
communities where Federa.'I: or Federally supported instellations would
be located.
The second and third proposals would, in addition to the low- and moderate-
income housing and public facility programs of HUD, alsc be able to draw upon

the proposed program for subsidized mass transportation.
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URBAN MASS TRANSPORTATION PROPOSAL

1. The Proposal

It is proposed that HUD be authorized to provide grants vhereby the cost
of specidl mass transportation service to and from places of employment, for
low=income persons living in core city areas, can be shared egquitably between
the persons involved, the employers of such persons, and the local public body,
with the Federal Government assuming the minimum possible role. Authority
for an operating subsidy program does not now exist, and would require new

legislation.

2. Statement of the Problem

A means must be found to release in helpful channels the manpover energy
contained in the ghettoes. Many employers could use and desire to use this
energy. One of the most vital problems of our time is to bring these two
together. One can move the employer to the source or move the 1nhur.tn the

employer. The user of this labor will reap & gain, so it follows that he

should become economically imvolved. GSince different circumstances will require
different transportation and subsidy systems, flexibility has to be permitted

by the legislative authority.

3. Statement of Related On-going Programs, Costs, etc.

The problem of providing an efficient and economical means of public trans-
portation to and from places of employment for persons who reside in core-city
areas of low income and chronic unemployment or under-employment--who generally

qualify only for unskilled or semi-skilled jobs, and who are not able to afford

the costs involved in owning a private car--is of concern to a number of Federal
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agencies and programs. The Department of Labor and the Econcmic Development
Administration of 'the Department of Commerce, for example, are particularly
interested therein, not to mention the Treasury Department and the Bureau of

the Budget who have a particular interest in converting welfare recipients into

productive workers and taxpayers.

h. Discussion of the al

To assist low-income persons living in slum areas in the central portions
of cities to reach job opportunities located in suburban areas,; it is proposed
that a special program of subsidized urban mass transportation be authorized.
It is contemplated that the subsidy would be provided only to slum dwellers with
low incomes or who are unemployed, who become geinfully employed partially as a
result of better transportation. Grants would be made to local publie bodies
that would manage the local special programs.

The transit service to be performed would be undertaken either by contract
or by using existing routes and existing carriers wherever possible. HUD
would contribute a per-capita subsidy for eligible riders and also could provide
funds to rent or purchase any additional wehicles needed, through the local
public body. The latter should be a public body within the political boundaries
vhere the service is being extended or the public body extending the service.
The public agency would be respﬁnnible for the administration of the program,
and could delegate to other local public agencies or nonprofit organizations,
guch as & community service center or a cooperative of the eligible riders.

Under flexible authority waricus alternative means of providing transportation
and subsidy could be used:

(1) One example of a means of providing the subsidized urban transportation

from city slum areas to suburban factory and back is to establish a "jJitney"

——— e m B s SS— 4_'
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bus service such as a small bus with a capacity of 20 passengers that would
pick up the workers sach morning, bring them directly to the fl;.ctur;r and return
them each evening .tn the slum area. For this alternative, ,it is assumed
that a capital grant could be made for a 20 passenger bus which then could be
operated on weekly revenues of about $140. Since there would be no intermediate
stops, the bus might be run by the local public bedy Hhi&h would receive a weekly
government subsidy of $3 per person or $60, with the employer(s) contributing
$40 and the employees paying $40 (i.e. $2 each, weekly).
(2) I. the bus line is to serve the public as well as the slum area
workers, it would have to make stops along the way, so that a larger bus (perhaps
of U5 passenger capacity) would be needed. To pinpoint the gavernméut subaidy
so that it directly aids only the slum dweller tramnsit riders, several options
are available.
For example:
(a) The slum area transit rider could purchase a weekly transit pass
(with a value of $5) at a cost of $2 from (1) the bus driver or (2) a city
welfare department official with an office in the neighborhood center, or
(3) the personnel office at the factory, who would turn over the receipts to
the bus company. A governmental subsidy of $2 per week per rider would be
paid direectly to the bus company, and the employer would contribute $1.
(b) The employer could instead "buy" the weekly bus passes from the
bus company at $60 for 20 panaai and sell them to the workers for $40

(i.e. $2 each). Government subsidies would be paid directly to the bus

company to cover the remaining $40 of cost for the 20 weekly passes.

Distribution of the burden of the government subsidy between the Federal
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and local governments would depend upon a statutory matching formula specified
in the Federal legislation authorizing Federal mass transportation subsidies,
e.g., the Federal Government would pay 50 percent, or 67 percent, or B0 percent,
or 100 percent of the difference between the normal transit fare and the fare
actually paid by the low-income rider plus an amount paid by the employer.
Where necessary capital outlays were contributed by the Government, the amor-

tization of the cost or the rental of the eguipment would be credited toward

the Federal share of the subsidy.

5. Btatement of Alternative als

This proposal, which 1s based on the theory of cn:mt-rlbutin:; by the industrial
or commercial firms who employ the individuals involved, is offered as an
alternative to a proposal which was crganized on the thecry of a Federal-local

division of the net cost of the special services involwved.




The sal

The Federal Government could offer a package of varied aids to the developer
of an industrial park in locations uutsiﬁ& of central cities to induce him to
provide housing for low- and moderate-income workers from the central city who
would be hired by employers who would locate within the industrial park. The
package, when put together, would be advantageous to the developer because the
Federal aids would supply a competitive marketing advantage to the industrial
and commercial space which he develops. The corcllary production of low- and
moderate-rental housing near the industrisl park would enable central city workers
to obtain housing at prices which they can afford, close to th; Job, and in so
doing, would advance the objective of dispersing ethnic ghetto population con-
centrations.

The package of incentives would consist of the following:

1. A priority for FHA rent supplement and moderate-income housing (rental
and sales) at the locations which would be selected for corollary
residential development under this program. These locations would have
to be situated in established communities within a readily accessible
radiue of the industrisl park and which are also Bd.equ&tely- served by
commercial and public facilities.

2. Tc obtain the more sdvantagecus space provided in the industrial park,
user-firms that will utilize the space will be cbligated to participate
in programs of Job training for workers to be recruited from the central
cities. The Federal Government would bear the costs of Job t-ri.lni.ng and

also such additional costs as might be required to supply adequate tran-
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sportation to and from the job, until the housing to be provided
becomes available. The latter need not necessarily involve creatiom
of new transit systems; in many cases; it might be accommodated on the
basis of assisting individual workers to purchase a vehicle large

enough to be utilized for car-pool purposes.

3. For the communities in which the housing would be built, there would
be priorities of Federal assistance under various public improvement
programs such as sewer and water grants and neighborhood facilities.

Lk, Amend Title X land development mortgage insurance to cover land devel-
opment loans for industrial parks where the industrial park developer
will also undertake or arrange for the deve;ﬂpment of. low- and moderate-

income housing in nearby communities to accommodate a reasonable pro-

portion of prospective employees at the appropriate time.,

The Problem

Industrial parks located in outlying suburban locations have been built and
will continue to be built in substantial numbers. Available data indicate that
in 1959 there were about 1,000 industrial parks or districts in the United States
and Canada, and in 1967 there were over 1,700 parks in operation in the Lllnit.e-d
States. Most of them were over 100 acres in size. Forty percent were located
in metropolitan areas of one million or more, and another 30 percemt in areas
of 100,000 to one million populationm.

Most of them are located in suburban areas, usually within 10 miles of the
central city. HNeerly all are adjacent to, or are near to, major highvays or
beltways. Buch outlying locations make it difficult for low-income central city

residents to reach jobs located in the industrial parks. Those who do commute

——————n,
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generally have to use automcbiles, which are relatively expensive and con-
tribute to congestion on the ma)or metropolitan throughways and beltways.
. The use of industrial park space is not especially intensive in nature.
The parks include a good deal of light manufacturing and assembly np¥rltiﬂnl
and also distribution facilities. Most of the firms in industrial parks employ
fewer than 50 workers each, and the densities of employees are less than 20
persons per site acre. Nevertheless, even if half of the acreage in 1,500
industrial parks, averaging 100 acres each, is developed on the basis of a density

of 20 employees per scre, this would reflect an employment of about 1.5 million.
The 1959-1967 record suggests that the number of industrial parks may

double over a decade. .Therefnre, the proposal offers an opportunity to help
locate presently unemployed and underemployed central city residents in areas
where the jobs would be accessible at reasonable daily commuting expenditure,
and where training would be tied in with a job that EI...’mt!.

In response to undiminished need for additional and for improved space to
accommodate business and industrial growth, development of industrial parks
should continue unabated even if there should be concurrent significant develop=-
ment of nev communities in the country. New communities generally will be
located further away from the central city than the 10 miles or less that is
typical for an industrial park. Also, the number of workers employed in each
industrial park generally will be insufficient, in itself, towarrant development
of a new community, with all the attendant services and utilities that are
rﬁquired;

Generally, the industriel parks are located in arecas wherc there already
exist nearby developed suburban communities that have the core of public services

and facilities and which could also absorb additional housing. These communities
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could be given.priorities with respect to urban aid programs such as sewer and
vater grants and neighborhood facilities if they agreed to have the housing
built for the prospective industrial park employees. There would be problems
in working out a coordinated program between the industrial park developer, the

community and, possibly, & housing developer.

Belated On-going Programs
The proposal could draw upon related on-going programs. Moderate- and

low-income rental housing could be provided under 221(d)(3) below-market interest
rate and rent supplement housing programs. In some of the older suburban
communities near industrial parks there might be rehabilitable sales housing that
could be utilized under Section 221(h). The legislation for & subsidized interest
rate sales housing program nov pending before the Senate Banking and Currency
Committee would also be a useful tool. :

The mass transit program, with amendments proposed in unother paper prepared
by this Task Force could help provide the necessary mass transit subsidies.
Sewver and water grants, neighborhood facility grants and open-space grants could
all be provided under on-going programs on & pricrity basis to cooperating
communities.

Thus, the program would not require new appropriations authority. Furthermore,
the volume of participation by developers and communities in early years of the
program probably would be low enough to permit abscrption of the Federal costs

from authorized program appropriations.

Proa and Cons

There are presently no programs which are designed to or successfully aiding

in migration to the suburbs of low- and moderate-income families und the central

city concentration of nonwhites continues to increase.
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The proposed program would be a tool for increased outward mobility of
lov-income minority and other central city residents. Companies located in
industrial parks are consciocus of the need to have workers nearby or tn.nhtnin
less costly transportation for them. In a few instances they subsidize daily
commutation costs or pay moving expensea for workers who move closer to the
plant. :

It must be recognized that the proposed program would not have a universal
impact and it would be slow in starting. There would be difficulties in getting
suburban communities to accept low- and moderate-income housing, especially
programs for which a local government workable program or other local government
approval is required.

Central city interests would be cpposed on the ground that economic activity
and population would be drawn out of the eity to the suburbs. The shift of
industry to the suburbs is taking place, however, and more ratiomal-huusins
location and commuting patterns could be achieved under the program. Furthermore,

with the growing trend toward industrial park development, the "market™ for the

program would grow.

Alternative Proposals
An slternative proposal for entire mini-towns was considered. The full-size

nev community alternative to that proposal, being developed by another Task Force,

is favored, however, since it lends itself to development that permits economies
of scale to be realized. The present proposal, relying on housing to be located
in existing suburban communities near industrial parks avoids the need for new

capital outlays for less-than-optimum size public facilities and services.
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ENCOURAGING OUTWARD MOBILITY FOR EMPLOYMENT AT FEDERAL INSTALLATIONS

The Proposal: It is proposed that a commnity which is to qﬁﬂitr for
consideration as the site of a major Federal installation such as a defense
installation, an internal revenue tax return processing center, or a HASA
laboratory, would have to meet certain prerequisites. The same prerequisites
should also be established with respect to selection of the community site of
a contract-operated facility supported by Federal funds, as may be the case with
facilities supported by the AEC or.other Federal agencies. These prerequisites
would include evidence that housing is available or will be nﬂiill.hlt in the
community on & nnn—diﬂrrinlﬂ_nntnry tasis for the income group t:nl be employed in
the Federal or Federally supported facility. There would also be requirements

U that adequate services and facilities, such as schools and sewer systems, would
be available to serve the residents. These requirements can be incorporated in
Federal legislation, which would be most effective, cr they can be adopted
administratively.

In addition, it should be a matter of Federal policy to recruit those
who are unemployed or under-employed,; drawing upon the available manpower in
ghetto areas of nearby central cities, for positions that they can fill or for
which they can be trained. If positions have to be filled before the necessary
housing can be completed, to facllitate the accessibility of employment to those
who reside in the central cities, the subsidized mass transit program that has
bteen proposed could be made avallable for transportation to the Federal facilities,
until the required housing can be completed. In addition, during the time that

.hu facility is being constructed, applicants can be trained for the jobs that will

L K
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have to be filled. In this comnnection, the training programs of the Department
of Labor and HEW should be utilized.

The Problem: Many Federal mntﬁhtimu are located outside of the central
city in areas where there is no nearby housing for lw—:incme and minority group
employees. There also may be a lack of adequate transportation from the central
city area to the location. At times these difficulties may exist within the
boundaries of a central city but between two parts of that city, that are far
apart without adequate connecting mass transit. The Federal Government has
to seek means of advancing the equal opportunity employment and housing goals

vhich it has adopted by encouraging the provision of adeguate housing and

transportation.
( Related On-going Programs: Except for the new subsidized mass transit program

that has been proposed, this proposal could draw upon related programs. The
communities could evidence their willingness and ability to provide appropriate
housing by planning for and arranging for sites and financing of housing under
the moderate- and low-income housing programs of HUD. They could also obtain
Federal assistance for various types of public facilities such as sewer and water
under cn-going programs. The present labor tr.n.in:l_ng programs would have to be
called upon by the Federal agency responsible for the facility, lmd provision
would have to be made to see that adequate funds for the training will be avail-
able.
Pros and Cons: The sbility to provide equal opportunity in housing and
employment where a Federal or Federally Buppnrted installation is involved is
.ﬁmd&mmtﬂ to national policy in attalnment of equal cpportunity goals. If the

(' Federal Government camnnot implement procedures to help reach this objective vheare



D=13

it is providing the funds for a facility offering employment, it would set an
example of failure of equal opportunity policies instead of providing required
leadership. '

There will be opposition to the proposed policies, as witnessed by the
recent Congressional debate about the location of the atom accelerator to be
financed by the AEC in Weston, Illinois. Such opposition is a reflection of
continuing opposition to low-income, minority housing in the suburbs. There is
a great deal of leverage that the Federal Goverrment can exert, however, when it
is considering the location of a major addition to the economic base of a
community. It is in such instances that the issue can be Joined with a good
chance of success.

Alternative Proposal: An alternative would be a stated policy that there
shall be open cccupancy for housing in the community where the facility would

be located. The provision of the housing and coomunity facilities to serve low=-
and modemte-inc;:me employees might lag a great deal behind the :mpletidn of the
Federal installation, however, or might never be fulfilled after the Federal
installation became operative. It is only through a prerequisite, such as is
proposed here, that there can be assurance that equal opportunity in housing will

hg available.






Tioverber 14, 1967

MEMORANDUM FOR
llonorable Rebart C. Weaver
Secrotary of I[Tousing and
Urban Development

L1

To follow=-up the discucsions in ray office at tho second mecting
on the recommendations of the Tashk Force on Urban Development,
it 18 cur underctanding that you will talie the following actions re:

l. A Demonstrotion Program to subnidize part of the
operating couin of transporintion fox rhetto residents
to jolia outsido the eentral 1::.1.-;.

==« Consult with the Secrectary of Labor and your own
ctaff to detormine whnt can be done in this area
within e:xisting authority in the Labor Department's
CEP program and within existing authority in HUD's
Mass Transit E:xporimeont, Research and Demons-
stratlon programa.

o

== JAdviso this office on or before Monday, November 27th:
."- Vihethor now legislation le required
+  The FY '9 and '70 funding scalo you propose

. Somo spocific examples of geographic aroas
whore this would be applied

«  Detalled recommendationo concerning the way
HUD would administer the program,

2. ﬂdminirtra{.h‘ﬂ Hetions to rr"l'l";rr- Lidders on and bulllers !

of Fed lorally- "r.'.ci',im. hounlinre tor '"l:u:'.'mtq in mannowear

. develonreont and wnri'--w-:"nf‘ 1CC PTOTTOIMNS., Y
- i
L
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Please submit ten coplas of follow-up staturmoents or roports to
mo and {ive r:np'la:: I,n the Director of the Pureau of the Budget.

bee: Charles Schultze

JAC:FMB:icaw :

== Includo thia provicion Ia all new HUD contracts
vwith buildors.

-« Inoure tie avallability of OJT slotls to local
buildars, through consaltation and follaw-up
with the Saeretary of Labor and hi~ clafl,

== TReport prog=acs on thooe o0 o-L.istrative actioas
on or bofore Docexlor 15, 19067,

Convart lon-tarm Urhan Nenawy .nl nrojocts that are
privarily roin! "li"“' T "'l"l."u:l:mu

i S . S S B 3 B o e e B

houcin: fnto aoallor profects, r *;’. 2 H and funded

.

— e

nnt'-"r-lly.. Zxplore furihcr -ith [Jiroctor of DOD and
his staff and il muteal 2ge2 20 ent on declirabllity (s
reaciacd, work cut all furtiicr detizils, Including the
poosible need for amendinents to cristing lagislation.

Coasldar naw tactical nrr‘ar_r;"r‘*ﬂ ' to win sunport for the

Ront Supplaraent | e eerom in 1570 3 i -:I..ii...ng tho [canibility

P == -.--_a_-.-.-.-

of a matching ¥ ed L.,rnl-L tate er I :deral-local formela
grant, and roport conclusicus o the beat 1968 legislative
approach to Rent Supplermants on or balore Novamber 25,
1967. : -

Jozepi A. Callfano, Jr.
Special Asciotant to the President




i M :‘ THE SECRETARY OF HOUSING AND URBAN DEVELOPMENT
\.._ ,.!: WASHINGTON, D. C. 20410
NOV 2 8 1967

MEMORANDUM FOR: Honorable Joseph A. Califano, Jr.
Special Assistant to the President
The White House

In response to your memorandum of November 14 in connection with
the recommendations of the Task Force on Housing and Urban
Development, 1 am pleased to submit 10 copies of a paper which
deals with item one in your memo. This item relates to a proposed
program "to subsidize part of the operating cost of transportation of
ghetto residents to jobs outside the central city".

I am forwarding 5 copies of the attached proposal to Mr. Charles

Schultze,
Robert C. WM
Attachments

ce: Mr. Charles Schultze, BOB




TRANSPORTATION - EMPLOYMENT PROGRAM

1. PROPOSAL. The Secretary of Housing and Urban Devebpment
would make grants to States and local public bodies and ayencies
thereof to assist in financing the costs of providing mass
transportation services for low-income persons who otherwise
will not have adequate access at reasonable costs to employment
opportunities in an urban areas.

Under the present Urban Mass Transportation Demonstration
Program, grants would be made for 80 per cent of the direct costs
incurred by an employer in providing special identification tickets
to low-income employees which would permit them to use transit
service over routes involving multiple fares or zones upon payment
in cash of the established base fare. This would be an experimental
program, design to develop data concerning needs, costs, benefits,
and alternative methods of program administration.

Under proposed new legislation, grants would be made for
two-thirds of the net costs to a carrier of p:aviding new
service between points where transit service is not available.
Grant funds would not be avallable for the supplementation of
existing service.

It is proposed administratively to limit such grant
assistance to areas actively participating in the concentrated
employment program (CEP) administered by the Department of
Labor in cooperation with OEO, HEW, Commerce, and HUD.

Costs are estimated at $5 million in fiscal year 19695
and $15 million in fiscal year 1970.

2. PROBLEM. Means must be found to release in useful
channels the energy contained in the ghettos or it will find
other and harmful ways to be expended. Many employers
could use and desire®to use this energy. One of the most
vital problems of our time is to bring the employer and the
unemployed or under-employed together--by moving the
employer to the source of labor, or by moving the labor to
the employer.

The problem is made more acute by the trend of urban
development which has led to concentrations of commercial and
industrial enterprises (i.e. job opportunities) along
circumferential highways and in other suburban locations
at a substantial distance from the core city, where so many
non-skilled and semi-skilled people, most of whom cannot
afford to own and use automobiles, live.
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Existing mass transportation systems are for the most
part designed to bring suburban commuters and shoppers into
the core city in the morning and to take them home again in
the afternoon, and are therefore poorly designed to serve
the needs of ghetto residents in reaching scattered job
locations in suburban areas.

In some cases, the use of established transit service
from central city residential areas to suburban employment
areas involves travel across a number of zone boundaries,
each involving the payment of additional fare, or the use of
several carriers, each of which may charge a full base fare
for its portion of the trip.

In other cases, because of the relatively low volume
of prospective riders, no transit service at all is available
from the cenftral area to nEwly-develupEd suburban employment
complexes.

-

The experience of HUD in administering the wvarious
programs authorized by the Urban Mass Transportation Act of
1964, as amended, shows two things of particular significance
with respect to this problem:

(1) Most urban mass transportation systems serving the
general public operate at or near the break-even point and,
therefore, cannot provide new services that do not pay for
themselves without some governmental assistance, Federal, Stat&

or local.

(2) specifically designed transit routes, such as those

‘serving the job commutation needs of the urban poor between

central city residential areas and suburban employment centers
are not--at least in their initial stage of development--self-
supporting if fares are set at a level which the persons to
be served can reasonably afford to pay.

If urban mass transit systems are to fulfill their
responsibilities of serving the public interest, a means of
satisfying the long-term financial needs of such systems must
be found, especially insofar as the special transportation
services required by the urban poor are concerned. At the
present time HUD has no authority to make grants to cover
operating deficits, although it is conducting short-time
experiments in the area of the relationships between transporta-
tion and employment opportunities through its demonstration
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program and can continue to use this program to try out
innovative approaches to public transportation problems.

One of the principal findings from these experiments
is that transit service intended to enhance the job
opportunities of low-income persons is most effective when
it is fully and closely related to such activities as
vocational training, job placement, and counseling.

3. OTHER PROGRAMS. There are a number of other Federal

programs which have direct impact on the employment problems

of the urban poor, and which can be rendered more effective

by the provision of adequate mass transportation service for
ghetto residents from their homes to and from places of employ-
ment, as well as te and from places where they can obtain academic,
vocational, and on-the-job training to render them more employable.

Among these Federal programs aret

(a) Those under the Manpower Develnpment and Trainlng
Act of 1962 as amended; and

(b) Those under the Economic Opportunity Act of 1964
as amended; and

(c¢) Those under the Vocational Education Act of 1963;
and :

(d) The programs administered by the Bureau of
Apprenticeship and Training of the Department of
Labor, and others; and

(e) The Neighbdrhood Centers Pilot Program administered
by HUD under Executive Order No. 11297,

all of which are presently focused and combined together in
the Concentrated Employment Program (CEP) , administered by
the Department of Labor in cooperation with OEO, HEW, Commerce

and HUD,
The occupational training program administered by the
Department of Labor under Title II of the Manpower Development

and Training Act of 1962 as amended, authorizes the payment
of allowances to trainees for transportation costs, within

®
t



e ——

. @
S

their commuting area, between their homes and places of
training under the program. HNone of the other programs
makes specific provision for transportation.

CEP operates as a combination of manpower programs
brought to bear on the employment problems of a specific area
under a single contract with a program (CAP) agency, operating
in close coordination with the State employment service. CEP
places emphasis on:

(a) Selection of areas and individuals in greatest
need of assistance.

(b) Provision of necessary academic, vocational and
on-the-job training.

(c) Personal and individual counseling for each
participant, including provision of necessary
supporting social services such as medical and
dental care, legal aid, day care facilities for
children, etc.

(d) Heavy private sector involvement.

Target areas for CEP are selected on the basis of:

(a) The degree of concentration of unemployment
and subemployment as measured by Department of
Labor survey and census data.

(b) The potential for success in substantially improv-
ing the economic circumstances of a large number of
target area residents, considering, among other
factors, the extent of cooperation and participation
by local public and private agencies, organizations
and groups.

Persons served by the CEP must be residents of the designated
target area, and must meet OEQO poverty criteria.

The following urban target areas have been selected for
CEP grant assistance by the Department of Labor:

Oakland, Cal, (M) (W)
District of Columbia (M) (N)
Atlanta, Ga., . (M)
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Chicago, Ill. (M) * (N)
Baltimore, Md. M)
Boston, Mass. (M) (W)
San Antonio, Tex. (M)

Birmingham, Ala.

. Cleveland, O.
Houston, Tex.
Los Angeles, Cal.
New Orleans, La.
Phoenix, Ariz.
San Francisco, Cal.

Detroit, Mich. (M)} (W)
St. Louis, Mo. - (M) (W)
Newark, N.J. (M)
South Bronx, N.Y.C. (M}
Philadelphia, Pa. (M)
Pittsburgh, Pa. (M)

Those marked (M) have also been selected by HUD for
Model Cities planning assistance under the Demonstration
Cities and Metropeclitan Development Act of 1966, and those
marked (N) have been selected by HUD as sites for Neighborhood
Center Pilot Projects involving mass transportation under
Executive Order No. 11297. . :

4. ADMINISTRATION OF THE PROPOSED PROGRAM. Grants would be
made available, upon application, to an appropriate publiec
agency (that is, one having authority under State or local law
to carry out the project) which proposed to provide transporta-
tion services that are not otherwise available, or which are
not available at reasonable costs to the user, to assist low-
income persons in seeking and holding jobs.

Eligibility for grants would be limited to areas actively
participating in a CEP. Adegquate working relationships would
be required between the transportation project and other ele~
ments of the CEP.

a. Grants to Employers (under existing Demonstration
project authority--Sec. 6, Urban Mass Transportation
Act of 1964) ;

The public body would make grants to employers for
B0 percent of the direct costs of providing special identifica~
tion tickets to low-income employees whose transportation costs
by public carrier are excessive because of the number of zones
which must be traversed or the number of separate carrier fares
which must be paid.



Under contractual arrangements between the public body
and the local carriers, such tickets would be honored, upon
payment in cash of the initial carrier's base fare, for the inter-
zonal and interline travel necessary to cnmplete the trip from
home-to-work or work-to-home.

The form of ticket and method of fare accounting would
be developed on an experimental basis as a part of the demonstra-
tion program, so as to devise and test a system that would
(1) maximize user convenience, (2) fit into the fare collection pro-
cedure of the carriers without undue administrative costs,
(3) avoid vehicle delays in the fare collection process,and

(4) minimize fradulent use.

In any case, it is anticipated that the employer would buy
or redeem the tickets from the carrier at the full transportation
value and issue the tickets without charce to duly-qualified
low-income employees upon a showing that public transportation
from home to work was not available at reasonable cost. Grant
payments could be arranged on a monthly basis -- or, if necessary,
at more freguent intervals -- in order to avoid hardship to the

employer or the carrier.

The employer would have a financial interest in the proper
administration of the system as a result of limiting the grant
to 80 per cent of costs.

b. Grants to Carriers for New Service (requires
new legislative authority).

In many instances, the problem is not one of excessive
costs in using existing services, but the complete absence of-
transit service between central city residential areas and
suburban employment centers.

New service in such cases would be provided by the fran-
chised local carrier under a contractual arrangement with the
public agency sponsoring the project. Payment would be made
monthly on the basis of net costs of providing the new service:

--Costs of providing service to the carrier, as ascertained
through the carrier's accounting system and reports to
regulatory agencies, less Revenues derived from the ser-
vice based on the carrier's usual fare structure.
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The grant in any instance would be limited to two-thirds
of the net costs of providing new service between points where
transit service is not available. The remaining one-third
of net costs would provided from local sources, including such
sources as local tax funds, contributions by employers who may
benefit, and the transit operator.

® ‘& &

Under either program, it would be expected that the adminis-
trative costs of the public agency would be absorbed.

The contract between HUD and the public agency would be
renewable annually upon a showing of continued need and partici-
pation in a CEP. Statistical data would be provided by the
public agency showing the costs and benefits related to the
serive provided.

5. FUNDS. Funds should be made .available within the total grant
authorization for urban mass transportation programs -- currently
$675 million through fiscal year 1969.

It is impracticable to estimate closely the funds re-
quired. This would require an analysis of the specific transporta-
tion needs in each of the 20 cities now participating in CEP.

A rough estimate, based on experience with similar
demonstration programs, is $1 million per participating city per
year.

On this basis, allowing for (1) the time regquired to
inaugurate service in the first year, (2) the fact that in some
cases adequate services may already be available at reasonable
costs, (3) the non-participation of a limited number of cities,
and (4)demonstration projects already funded in Los Angeles and
Et. Louis, we estimate:

==That 10 cities will participate in fiscal year 1969,
for an average of 6 months.

10 x $1 million = $5,000,000
2

-=That 15 cities will participate in fiscal year 1970,
for a full year.

15 x $1 million = $15,000,000

———



6. ALTERNATES CONSIDERED. The alternatives considered were

{1) direct subsidies to low-incoine persons needing transportation
to improve job opportunities and (2) direct subsidies to employers
who would provide new transportation sexvices for low-income
workers between their homes and places of work.

These were rejected because:

(a) In the casc of direct subsidy to the
empleoyees, the program would reqguire
a special administrative staff and
would be susceptible of wide abuse
unless excessive policing were provided.
Involvement of the employer, who is
already participating in CEP and who has
a financial stake in the program, appears to
minimize these objections.

(b) In the case of direct subsidies to
employers for the provision of new service:

-=The multiplicity of employers requires g
complicated and costly administralive
organization.

--There is no public agency involvement,
hence no local governmental responsibility
or active coordination with other elements
of the CEP.

-=There appears to be no ready solution

to the industrial park or complex problem,
where only a portion of the employers might
be willing to participate in the transporta-
tion program.

It should be observed that, whenever possible, transporta-
tion services should be open to all who wish to use them.

Service which attracts more than low-income workers has a2 better

chance of becoming self-sustaining and -- in the case of new
routes -- additional ridership will decrease the amount of

operating subsidy required.
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