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The economic impact of CDBG spending can be measured in three ways: its contribution to 
gross domestic output or addition to total output; the increased personal earnings from the direct 
and indirect employment generated by this spending; and the full-time equivalent jobs that 
CDBG spending supports either directly or indirectly. How the CDBG funds are allocated by 
program and by state also affect the magnitude of the resultant economic impacts. The scale and 
complexity of a state's economy determines the size of the income and employment multipliers 
associated with any expenditures within the respective state by determining how much of these 
expenditures are retained in the state economy to be recirculated within the economy creating 
additional economic activity and additional employment. Big states with fully integrated 
economies have larger multipliers than smaller states. The mix of spending between payroll and 
materials, overhead, and operations also affects the scale of economic impact.  
 
To calculate the economic impacts of the CDBG program involves developing output, income 
and employment multipliers for each state and for each broad CDBG program category. The 
basis for developing these multipliers is provided by the U. S. Department of Commerce, Bureau 
of Economic Analysis publication Regional Multiplier, A Use Handbook for the Regional Input-
Output Modeling System (RIMS II), May 1992. From the RIMS model either single or composite 
multipliers can be formulated that closely describe the nature of the CDBG program spending 
categories for each state. These multipliers can then be applied to the CDBG spending totals to 
calculate their income and job effects. As part of these calculations, the CDBG spend ing data are 
adjusted for inflation and for other requirements of the model. 
 
To illustrate aggregate economic benefits that have been realized over the twenty-five year 
history of the CDBG Program, the CDBG Program allocations by state have been analyzed and 
their economic impacts calculated, as shown in the attached table. The total 25-year Program 
allocations of $86.8 billion represent the accumulated funding in current year dollars; that is, not 
adjusted for inflation. Expressed in 1975 dollar value, this total would equal $45.8 billion. For 
purposes of this economic impact analysis, the twenty-five year spending stream was adjusted 
for inflation and its economic impacts are reported in current year (1999) values.  
 
CDBG spending (allocations) vary widely by state with New York and California receiving total 
allocations exceeding $9 billion while smaller and/or less populous states received considerably 
smaller allocations (e.g., Alaska, Wyoming, Vermont, Delaware, North Dakota). Combining all 
states and the District of Columbia, the impact of this spending in terms of its added value to the 
national economy over this twenty-five year period is estimated at $117.1 billion. On average, 
for each dollar of CDBG spending (for all programs), an additional $.87 was generated in the 
national economy (the total multiplier is $1.87). Additional calculations based on expenditures 
show that CDBG’s total contribution to GDP is shown to be $129.1 bi1lion over the 25-year 
period.  
 
This spending for facilities and services and the payroll generated by the CDBG activities 
supported the creation of slightly more than 2 million new jobs over the 25-year period, or 
almost 82,000 jobs annually. These are full-time equivalent jobs and may be combinations of full 
and part-time positions effecting a much greater number of actual job holders. These jobs 



represent jobs directly funded by or resulting from CDBG construction funding and the jobs that 
are supported in the economy by this new CDBG spending, both payroll and procurements 
spending. The magnitude of these indirect job beneficiaries is a function of the local economy 
and the type of work or services created under the CDBG programs. The new jobs supported by 
CDBG program spending generated new personal earnings totaling at least $51.4 billion over 
twenty-five years.  
 
How important are these economic impacts? In absolute values, these are big numbers. 
Compared to the national economy or national budget, these are small numbers. In a six trillion 
dollar economy, $3 or $4 billion in annual CDBG spending is not significant or are 83,000 
annual jobs when compared to an employment based of 130 million workers.  
 
While economic impacts are traditionally measured in the same manner as calculated here, 
CDBG funds are targeted to specific places to correct specific problems. Most of the CDBG 
funds are injected into communities and neighborhoods with weak and under performing 
economies. If measured against the economies of the recipient communities, the economic 
impacts measured here are big numbers. In the context of creating new jobs where there are no 
jobs and building the capacity for economic growth, the economic impacts flowing from CDBG 
spending will have importance and significance far exceeding their actual dollar values.  
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Source: NAHRO    *allocations totaled over 1975-1999 in current year dollars;    ** values are expressed in 1999 dollars 
       *** accumulated annual jobs over 1975-1999 period;              ****based on  unrounded data. 
 
 


