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Bush Submits Budget - Proposes to Eliminate CDBG Program
The Bush Administration is proposing to eliminate the Community Development Block Grant (CDBG). For the first time since its inception over 31 years ago, the program, funded at $4.7 billion last year, is “zeroed out” - no funding is proposed for the CDBG program in the FY06. Instead the budget proposes funding of $3.7 billion  to create a new economic development program within the Department of Commerce, called the Strengthening America’s Communities Grant Program (SAC) Grant Program. The Budget Proposal describes the new program as a consolidation and streamlining of duplicative federal community and economic development programs. However, the proposal does not really consolidate programs, it eliminates funding for 18 programs at 5 different federal agencies and effectively cuts federal funding for community development programs by over 33 percent, Together, the 18 programs, listed below,  received funding of over $5.8 billion in FY05, whereas the proposed funding level for the new SAC Grant program is a total of $3.71 billion.  

Housing and Urban Development  
Community Development Formula  Grants              

CDBG Set-Asides                                  

    


Brownfields Economic Development Initiative         
  
Section 108 Loan Guarantees                        

   
National Community Development Initiative           


Rural Housing and Economic Development             
  
Urban Empowerment Zones (EZ) Round II Grants         

Commerce
Economic Development Administration Grants         

Agriculture
Rural Business Enterprise Grants                    
Rural Business Opportunity Grants                    
Economic Impact Grants                              
Rural EZ/Enterprise Communities (EC)                 

Treasury
Community Development Financial Institutions (CDFI) 
Bank Enterprise Award (BEA) Program                          

CDFI Native Initiatives (included in CDFI total)     



Health and Human Services
Community Services Block Grant                     
Urban and Rural Community and Economic Development  
Rural Community Facilities                           

STRENGTHENING AMERICA’S COMMUNITIES GRANT PROGRAM

The following is a description and analysis of what is known about the President’s “Strengthening America’s Communities” Grant Program. The Budget proposal provides very little information on how this program would work, what the eligible activities would be and who the eligible grantees would be.  The program is described in Budget documents as a ”more consolidated approach that focuses resources on the creation of jobs and opportunities, encourages private sector investment, and includes rigorous accountability measures and incentives.”. According to a press release from the Office of Management and Budget (OMB)  the Administration’s new initiative would include the  SAC Grant Program and something called  the Economic Development Challenge Fund. The Challenge fund would operate as a "bonus grant program" for low-income communities "that have already taken steps to improve economic conditions and demonstrate readiness for development."

Neither the budget itself nor the OMB press release indicates what activities would be eligible for funding under the proposed program.  However, according to administration officials, the new criteria will be considerably more restrictive, it will not be the community development block grant simply shifted to another federal department and it lacks the flexibility of the CDBG program - states and local governments will not be free to use the funds to address a broad spectrum of local community development needs. It appears that the proposed SAC program would focus solely on job creation, homeownership, commercial development, reducing blight, and private sector investment. Analysis of current CDBG expenditures indicates that over half of CDBG funds are spent on activities that may not fall into these categories and thus would longer be eligible if the proposed program is enacted. Of particular concern is that housing related activities, infrastructure and public services that do not relate to job creation, long-term economic growth or stability, or homeownership would not be eligible.   The ability of states to fund activities such as housing rehabilitation or infrastructure for low income households, activities in high demand in rural areas, would be sharply curtailed or eliminated under this proposal.

Formula Distribution May Be Out- States May No Longer Receive Funds

The FY06 Budget states that the SAC grants will “target resources only to communities that need assistance, based on poverty and job loss.”  There is no mention of states or the role states would play in receiving funds or distributing funds to communities.  There are few, if any, programs administered by the Department of Commerce which give grants to states.  If states do receive allocations, most certainly individual state allocations will change dramatically, and the total amount of funding to states will change as well.  The current formula distribution of CDBG has been criticized by OMB as lacking appropriate targeting to areas with high levels of poverty. The formula includes poverty as a factor but also other community conditions such as overcrowding and the age of the housing stock. COSCDA and other national associations have long asserted that the current distribution is fair and further targeting is not needed. HUD published annual statistics that demonstrate that over 94 percent of the beneficiaries of CDBG programming are low and moderate income persons. 

The distribution of SAC funds will almost certainly be different from the current CDBG formula distribution. The Budget and OMB press releases cite statistics that 38 percent of CDBG funds go to communities with poverty rates that are lower than the national average, indicating that the Administration believes that these communities should not receive funding. 

Accountability and Results Will Be Key

The FY06 Budget contains references to a sprawling bureaucracy and indicates that the Federal level has duplicated bureaucracies at the state and local level with funding provided to over 3,000 grantees a year. As a result, the Administration believes that  funding is spread too thinly across the country with very little to demonstrate relative to total investment. With respect  to leveraging private sector investment, the Administration believes that there has been too little focus on whether economic and community development projects lead to sustained economic growth and opportunity.

With the SAC initiative, the focus will be on short-term outputs rather than long-term outcomes, outcomes that demonstrate improvement toward community self-sufficiency. Grantees will be held accountable for achieving results and continued funding will be contingent upon demonstrating progress. It is unclear at this time whether the outcome measures agreed to by OMB for the CDBG program will be used for the SAC grant program. 

LEGISLATIVE PROCESS REQUIRED

In order to create the SAC grant program at the Department of Commerce, legislation must be passed by the Congress. That process usually takes at least one full Congressional session, and usually requires both the House and Senate Authorization Committees to pass and conference a bill that is sent to the President for his signature and enactment. After that, regulations must be promulgated before the program can issue grants. In recent years, several authorizing provisions have been attached to appropriations bills in order to send them to the President, and that could happen with this initiative as well. However, at this point it seems unlikely that this proposal will move forward without an authorizing bill, because this proposal would create changes in four Congressional Committees, as it removes programs from the jurisdiction of the Senate Banking and House Financial Services Committees, and creates a new program under the Senate and House Commerce Committees. In addition, it also impacts four appropriations subcommittees.  Changes of this nature are usually well considered before moving forwarded. In the case of this proposal, a bill must be drafted and be sent to the Hill by the Department of Commerce, which they suggest will be done by June.  

To further complicate the matter, Congress is considering a substantial reorganization of the appropriations committees, which will be reduced from 13 to 10 along with a shift in jurisdictional responsibility for HUD. It is currently proposed that HUD will be move to Transportation-Treasury.  As a consequence committee assignments have not been made and COSCDA must wait until they are finalized before we can implement a full scale advocacy effort on the Hill.  

After the reorganization, is complete, and the newly formed Appropriations Committees considers funding for FY06, because CDBG is not included in the President’s Budget, COSCDA must work to ensure that it will have to added back in by appropriators.  It is unclear at this time whether that will happen or if so, what level of funding will be included for the program. That is where the fight will begin!

COSCDA will address our opposition to the proposal in both the House and Senate, although our focus will be on the Senate, where the leaders of both the Authorizing and Appropriating Committees have long been strong supporters of the CDBG program.  We are calling for $4.350 billion for CDBG.

Action Needed ! 

COSCDA members must get ready to help fight the elimination of the CDBG program! Stopping this proposal and restoring funding for CDBG is dependant on how well you can mobilize your elected officials. COSCDA is ready to help you in a number of ways.

 MEMBER ACTION ALERT

COSCDA is launching a multi-faceted strategy to stop the elimination of the CDBG program. We are undertaking several activities on your behalf here in Washington which are described below.  BUT we will only prevail and restore the CDBG program if all of you do everything you can to convince your Governors and Congressional Representatives to restore funding for CDBG in the FY06 Budget.  

Here is what you should do to help:

First, analyze the impact of the loss of CDBG in your state 

(See sample analysis guide below) 

Second, communicate the potential impact of the loss of CDBG funds to your grantees, the towns, counties, or other entities that represent your state’s need for community development. 

Collect information, pictures, and testimonials from your grantees about the need for CDBG. Ask for town resolutions and public statements of support for the program. Ask them to write to their elected officials (the Governor, their Members of Congress in the House of Representatives and Senate)  to inform  them of the benefits they have experienced from CDBG, and to ASK THEM TO RESTORE FULL FUNDING FOR THE CDBG PROGRAM. COSCDA will post sample letters on our website to help you get this done. 

Third, communicate a state-wide picture of the impact of the loss of CDBG to your Governor and Members of Congress. The sample analysis outlined below will help you to develop that picture. 

It is important to communicate that, contrary to press releases sent to Governors, the program proposed by President Bush is not a transfer of the CDBG program to the Department of Commerce, the CDBG program is completely eliminated by the FY06 Budget.  Make sure you make it clear that the annual amount awarded to your Governor from CDBG will be completely eliminated.  What is being proposed by the Administration in the FY06 Federal Budget does not specifically provide annual funding to states. All that we know at this time is that the funding from the new program at the Department of Commerce will be targeted to places the Administration defines as the distressed communities. 

Ask your Governor and members of Congress to support full funding for the CDBG program in FY06. This would mean $4.350 billion for the CDBG program in the FY06 HUD budget. 

Fourth, arrange tours of CDBG funded projects for your Members of Commerce during National Community Development Week, March 29 – April 3, 2005. 

Consider holding a rally in the state during that week, work with the entitlement communities in a concerted effort to call attention to impact of the loss of CDBG during that week. 

Fifth, send all analysis, along with supporting materials on the impact of the loss of CDBG and all correspondence on this issue to COSCDA. Forward all expressions of support you receive to us as well. We can often use this information here in the meetings we hold in your behalf. 

Sample Analysis Guide 

· Assume that 100 percent of your CDBG money is now gone and answer the following questions: 

· Loss of internal jobs (to your state agency) ?

· Loss of external jobs (including construction) in your state, annually ?

· Loss of internal programs (within your state, what do you combine CDBG funds with” ) ?

· Loss of external programs (ability to partner with other agencies, including federal agencies such as USDA) ?

· Number of applications for assistance received annually over the past three years versus actually funded ?

· Actual projects funded annually for the past three years ; Number of LM persons to served in these; total number of persons served ?

· Number of LM persons served with funded projects NOW 

· Number of places/ subgrantees over the past three years, localities currently served ( what unit of local government were they: town, county, regional area, other)

· It is likely that some type of economic development activities that are usually funded by CDBG would be funded under the program proposed by the Administration (even if the funds were not directly awarded to the state.) But what kinds of activities that are not related to economic development would you no longer be able to fund if there was no more CDBG ? Think about this in terms of the past three to five years. What types of activities do you fund with CDBG that you can’t fund with any other federal or state funds available to you? ?  For example, what about infrastructure, public services, disaster relief? What others?

COSCDA Advocacy

In Washington, COSCDA has helped to found a broad coalition of national public interest groups who are committed to stopping the CDBG funding cuts and restoring the program. This coalition is meeting with Congressional Leaders and staff to educate them on the deficiencies of the Administration’s proposal. In addition, we will meet individually with your Governors’ staffs here in Washington and with your Senators, armed with data on how this proposal will hurt your state. YOU MUST SEND IN the requested CDBG Data and state Data Profiles information ASAP ! This data will help us demonstrate how CDBG cuts will impact your state and that state programs cannot take the place of this crucial federal program. COSCDA is also working with the staff of NGA to strategically engage the governors in this effort. 

The coalition is working together with a directed, unified message and will be working aggressively to prevent any proposal to eliminate CDBG, reduce its funding or move it to the Department of Commerce.

In addition, the theme of National Community Development Week, March 29 – April 3 will be “Stop the Cuts, Restore the Program”. Your Congressional Delegation will be at home during that week for the Congressional Recess. We are asking all COSCDA members to meet with their elected officials during that week, tell them about your successful projects, and arrange tours to show them first hand the benefits of the CDBG program.  If you need our assistance in arranging or preparing for these meetings, please feel free to contact us. 

As noted above, COSCDA is meeting with the National Governors Association to gain their support for continued funding for CDBG. COSCDA Staff will contact your agency if your Governor is a member of the relevant committee within NGA, so we can co-ordinate that effort with your work within your state. Likewise, when the Congressional Committees are reorganized and Member assignments completed (see Issue Brief for more info on that), we will meet with each member of the authorizing and appropriation committees to gain their support for $4.350 billion for CDBG in the FY06 HUD budget. You will be contacted if any of your Members of Congress are assigned to pertinent Congressional Committees and we will coordinate with our members as we meet with their elected representatives here on Capitol Hill.

