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SETTING THE HoOUSING AND CoMMUNITY DEVELOPMENT
AGENDA FOR 2009 aND BEYOND




State CDBG Administrative Fees Must Be Increased

Strong communities are the backbone of America.  By providing basic human needs such as decent homeownership and rental housing, job opportunities, necessary goods and services, adequate schools, transportation, health care and the opportunities for positive social interaction, thriving communities, in both urban and rural areas, offer a safe, healthy and sustainable environment for all Americans. 

The CDBG program is the cornerstone of states’ efforts to address the community development needs of small towns and rural areas. CDBG is often the catalyst for leveraging funding and investment in rural areas. Without this assistance, many low and moderate income rural communities and small towns will go without potable water and sanitary sewer systems, and will suffer from inadequate infrastructure. These communities are unable to support economic development and a suitable quality of life for their residents. 
States have administered the CDBG program for more than 25 years, yet the state program administrative fees, which are supposed to cover the costs of running the program, have never been adjusted. During this time, there has been a significant increase in the number of federally required program monitoring requirements, as well as sharply increased costs for staffing, particularly due to the increased expenses associated with employee benefits. Now, with ever increasing costs of transportation, a particularly important component for service delivery in rural areas, many states are facing severe shortages in funding available for projects and project administration and delivery.

Simply put, the current administrative fee structure in the State CDBG program does not cover the cost of running the program. To administer the program properly, states need an enhanced administrative fee structure sufficient to meet the current requirements and costs of State CDBG program administration. Indeed, in a recent report on the State CDBG program, the HUD Inspector General acknowledged that many states have limited resources to complete the program monitoring required by federal laws and regulations. 

Under current law, the total amount of funding available annually for state CDBG administrative costs is $100,000, plus two percent of their annual allocation.  In addition, except for the $100,000, states are required to match that two percent administrative fee from state funds. These resources are clearly inadequate to effectively administer the CDBG program at the state level. 
COSCDA proposes the following statutory change to address this urgent problem. The amount of administrative funding not subject to state match should be increased from $100,000 to $500,000. Also, the proportion of the annual allocation allowed for

State administrative expenses should be increased from two percent up to five percent, at the state’s discretion, based on individual states’ needs and ability to meet the match requirements. 
This change would not require additional appropriations, it would be implemented within the current funding allocation structure and existing program and administrative requirements, this would simply allow States to receive an increase in administrative fees if needed. COSCDA urges that administrative fee increases be given the highest priority by the next Administration and Congress. 
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State CDBG Program Enhancements Needed
Strong communities are the backbone of America.  By providing basic human needs such as decent homeownership and rental housing, job opportunities, necessary goods and services, adequate schools, transportation, health care and the opportunities for positive social interaction, thriving communities, in both urban and rural areas, offer a safe, healthy and sustainable environment for all Americans.

· Enhance the CDBG program to Support Economic Development and Community Development Programming in Rural and Small Town  Communities
The CDBG program has created and retained more than 2 million jobs since its inception over 25 years ago. States use these funds to help make rural areas and small towns more attractive to economic investment.  Incentives and assistance to businesses to locate in rural areas and small towns must be made more readily available if it is to be an effective tool for States to utilize for economic development. There are certain statutory provisions in the program that are currently outdated and need revision in order to enhance the State CDBG program’s ability to continue to create successful economic development programs. 

“Broadband” or other technology infrastructure is essential to the long term viability of rural areas and small towns across America - this kind of infrastructure can be crucial to economic development efforts in rural areas and is increasingly necessary for educational and health services as well. Current statutory restrictions regarding “area benefit” to low- and moderate- income households do not fit well with this new kind of development in rural areas. This provision was originally intended to ensure that urban low- and moderate income residential neighborhoods are served by the program.  Technology infrastructure in rural areas is being hampered by the “area benefit” restriction, as this type of infrastructure often spans geographic areas much larger than city neighborhoods, and too often these broadband projects are disqualified from receiving CDBG funds because of the “area benefit” restrictions. 
Action Needed

COSCDA recommends waiving the “area benefit” restriction in technology infrastructure projects to better suit this type of infrastructure in rural areas. Similarly, heritage tourism, a key rural economic development tool, is restricted due to the  “area benefit” statutory provisions and these requirements should be waived in those situations as well.
Action Needed

Reporting of the job generation created by CDBG investment must also be updated. Job creation and retention is consistently underreported due to a very limited statutory definition that is also quite outdated and is inconsistent with the way other federal programs document job generation. COSCDA recommends that HUD use multipliers similar to those used by the Department of Labor to better report the jobs created and maintained by CDBG investment.

Action Needed 
COSCDA recommends that the new Administration review and modify the State CDBG program requirements in order to make the program more easily with rural communities. Many of the current program requirements were originally intended for urban areas and are not easy to implement in the rural areas States are charged with serving with this program. In addition, many States have or are embarking on regional strategies within their states and find that the CDBG program is not easy to use to support those efforts. CDBG is the cornerstone of States’ community development so that the program can best be used to serve the rural areas. 
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Provide Consistent Funding for CDBG Training and Technical Assistance 
Strong communities are the backbone of America.  By providing basic human needs such as decent homeownership and rental housing, job opportunities, necessary goods and services, adequate schools, transportation, health care and the opportunities for positive social interaction, thriving communities, in both urban and rural areas, offer a safe, healthy and sustainable environment for all Americans. The Community Development Block Grant (CDBG) program is a proven and successful block grant program, providing a flexible source of funding to develop programs and projects specifically designed to address local community development needs. 
In general, every successful program, be it a government funded endeavor or that of a private company, has staff training and development automatically built into each annual budget. There are over 1200 State and local CDBG grantees which, in effect, comprise the state and local staffs of a $ 4 billion national program.  
But the CDBG program currently has no dedicated source of funding or a national plan in place for staff development and training. 

It isn’t that state and local governments don’t have skilled employees, but they still need the information and training from HUD about these highly technical and highly federally regulated program. Such funds are also needed to help grantees better assist their sub-grantees and sub-recipients. In the case of state and county grantees, many of their sub-grantees are small towns in rural areas in need of technical assistance and capacity building in community and economic development.  Similarly, these funds would also pay for assistance to entitlement communities to help their sub-recipients, many of which are non-profit and faith-based organizations.  

Training improves performance. In 2000, HUD provided training and technical assistance workshops on timely expenditure of funds for states and entitlement jurisdictions, resulting in a significant improvement in timely expenditures. In 2005, HUD provided training on new initiatives, such as the new Performance Measurement System, which will require changes in every part of the CDBG program, from planning to implementation to reporting. It will also impact every level at which the CDBG program is operated, from HUD headquarters to its Field Offices to grantees to local non-profits and small towns. But funding for training and technical assistance is spotty and inconsistent. 

A good model for training and technical assistance is the HOME program, another block grant program administered by HUD. The HOME program also distributes block grants by formula allocation to State and local government grantees on an annual basis. The HOME program has funding for training and technical assistance “built in” to its annual program authorization and appropriations. That program has consistently offered a full roster of training programs since it was created over 15 years ago, and it has also been consistently rated as a highly successful program.  

Action Needed

COSCDA asks that the program authorization and appropriations statutes for the CDBG program be modified to automatically dedicate five percent of the annual appropriation to be dedicated for training and technical assistance. 
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Funding  and Support for Community Development Planning and MIS Improvements Is Imperative! 

Strong communities are the backbone of America.  By providing basic human needs such as decent homeownership and rental housing, job opportunities, necessary goods and services, adequate schools, transportation, health care and the opportunities for positive social interaction, thriving communities, in both urban and rural areas, offer a safe, healthy and sustainable environment for all Americans. 

The HUD IDIS System

HUD is currently modernizing the MIS system (IDIS) for its four formula community development programs, the CDBG, HOME, ESG and HOPWA programs.  In addition to statutory reporting requirements, States also must adhere to statutorily required program planning requirements, called the Consolidated Plan. The Consolidated Plan is meant to be a State and local planning tool that is also used by HUD for program monitoring purposes.   COSCDA’s position on the best way to plan, implement and report on the CDBG, HOME, HOPWA and ESG programs, both on a grantee and national (aggregated) basis, is to get the information from grantees about what they plan to do, enter the proposed goals and outcome measures at the beginning of the cycle IDIS , as part of their Consolidated Plan, and then at the end of the year, report on  progress made on those outcomes in the funded projects  in IDIS . This will enable the states and HUD to compare the results to what was proposed and ensure that an accurate assessment of the program’s performance can be made by policymakers. The Consolidated Plan will only be useful as a national tool for capturing aggregated information about whether State and local governments successfully implement their planning if the IDIS system, the Consolidated Plan and the programs’ outcome measures reporting are properly coordinated. However, the IDIS system does not yet connect the planning and outcome measure reporting and more funding and support is needed for modernizing and automating this entire process and system.

A Streamlined Consolidated Plan

The current State Consolidated Plan and end of the year report, called the Consolidated Annual Performance and Evaluation Report (CAPER), submissions to HUD are required by statute and regulation. These two requirements must be modernized and made more useful for States and HUD alike. Currently the requirements create an unnecessary administrative burden on states that administer the CDBG, HOME and ESG programs. After 10 years of experience with the Consolidated Plan process, both state and local governments have found that several sections of the regulation and statute require redundant data and information not relevant to planning or to citizens interested in the aforementioned programs. These plans are the major opportunity for citizen participation and comment, yet are often too voluminous or unwieldy for citizens to understand.

In particular, the State Consolidated Plan is burdened with requirements that are not well suited to the State role and responsibility in administering these programs. The States provide these funds to local governments, who in turn develop and implement projects.

Many of the information requirements and analyses are better suited to the local governments, which do neighborhood- based planning. 

Action Needed

Adequately fund MIS and coordinate planning and reporting improvements for the State CDBG, HOME, HOPWA and ESG programs. Revise the Consolidated Plan and statutory planning requirements to make them less burdensome and more useful for citizens, States as well as HUD for national reporting purposes.

