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PREFACE

In March 1972, the Evaluation Division, Office of Cammnity
Development, Department of Housing and Urban Development (HUD)
published report No. 6 in its Evaluation Series, Annual Arrangements:

Phase I. This report described Annual Arrangements as an innovative
mechanism for delivering Federal funds to units of general purpose
local govermment in a way that emphasizes comprehensive planning
and program coordination under the direction of the local chief
executive. The findings of the report were considered preliminary
because none of the Annual Arrangements had been in effect long
enough to assess fully the effect of the arrangement process on

the communities. Furthermore, only 19 cities were available for
study, and few local government officials were interviewed.

This more extensive report is based on data from 84 cities with
completed Annual Arrangement agreements. In 20 of the cities,
extensive interviews have been conducted with local government
officials. The focus of the report is on the impact the arrangement
process has had on local govermmental processes and the extent to
which it has assisted cities in preparing for special revenue sharing
in lieu of categorical grant programs for community development.




SUMMARY

INTRODUCTION

' The Annual Arrangements process, initiated by former HUD Secretary Romney
on May 18, 1971, was designed to apply and test the special revenue
sharing concept of comunity development assistance. Its main ob-
jectives are to enable cities to improve their coordination of Federally-
funded and local programs, to increase their ability to set. local
priorities, and to improve the management capabilities of the local
chief executive and local general purpose govermment. Since the
demonstration has operated within the limitations of existing legisla-
tion, it has not been a perfect simulation of special revenue sharing.

It has, nonetheless, provided indications of its potential effectiveness.

The first arrangement was signed with Gary, Indiana on December 22, 1970 ——
five months prior to the formal initiation of the demonstration by
Secretary Romney. Currently, there are more than 200 cities, counties
and States involved in arrangement agreements or negotiations. As of
March 31, 1973, arrangements had been signed with 82 cities, and one
county and one State.
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DATA SOURCES
The findings of this report are based on:

A. Analyses of 84 Memoranda of Understanding campleted
between December 22, 1970 and March 31, 1973;

B. Short profiles of the arrangement process in 52
cities, and

C. In—depth studies, based on interviews with city
officials in 20 cities.

FINDINGS
The findings are as follows:

1. The arrangement demonstration has encouraged cities
to establish a process for developing the kind of city-wide
strategies that would be needed under a program of special
revenue sharing assistance.

a. Almost all cities prepared strategy statements in
preparation for arrangement negotiations. The
statements varied slightly in content, but generally
included the sorts of items a city might include in
a strategy for allocating its special revenue sharing
funds. (See Appendix D)

b. The key actors in most cities have assisted in the
preparation of the strategy statements. The local
chief executive, Planning Department, and major users
of HUD funds were involved in almost all cases.
Agencies which have a coordinating function, e.g.,
the Model Cities Agency and the Budget Office, also
were usually involved.

2. One out of every two Annual Arrangement cities will be
better able to manage and coordinate HUD programs as a
result of formal mechanisms set up through Annual
Arrangements.



Three types of coordinating mechanisms are referred to in
the arrangement agreements:

a. a Coordinating Committee, camposed of the chief
executive and directors of HUD client agencies or
departments;

b. a city Department or Office of Cammnity Development,
merging such programs as urban renewal and public
housing with staff functions such as city-wide
planning, and

c. a Cammunity Development Coordinator's office, serving
as a staff arm of the chief executive to increase
coordination of all development programs in the city.

The arrangement process has been an effective means of
encouraging local chief executive involvement in cammunity
development affairs and has made city departments and
independent agencies more responsive to the broader needs
of the cammnity.

a. In seventy (70) percent of the cities the local chief
executive acted as the chief negotiator in the arrange-
ment negotiations, and in an additional fifteen (15)
percent the chief negotiator was an aide directly
responsible to him.

b. ILocal agencies have become more responsive to the
local chief executive in fifty-five (55) percent of
the cities studied.

A major tool for increasing the local chief executive's
ability to coordinate local programs in about one quarter
of the Annual Arrangement cities has been the Chief
Executive Review and Comment (CERC) procedure. It works
in basically the same way as in the Planned Variations
demonstration by giving the local chief

executive, representing the local general purpose govern—
ment, the right to review and cament on all applications
for HUD assistance affecting the cammnity.




HUD's tentative assurance that funds will be provided

for projects specified in arrangement agreaments has
substantially improved the ability of local governments

to plan and manage effectively. Seventy-five percent

of the cities studied in-depth reported improvements

in their decision-making in the areas of budgeting

and financing due to the increased ability to predetermine
local Federal resources.

Because of the categorical funding structure, HUD's

field offices have had difficulty in negotiating arrange-
ment agreements that are fully in accord with local
priorities. Seventy-five percent of the cities indicated
that their locally-developed funding requests were ne-—
gated, in part, by the limited availability of HUD funds
within specific program categories.

Considerable progress was made toward meeting the Annual
Arrangement objective of pramoting local responsibility
for national interests identified in such legislation as
the Civil Rights Acts of 1964 and 1968. Two—~thirds of
the arrangement agreements make reference to activities to
be undertaken in the localities to further objectives
related to equal opportunity in housing and equal opportu-
nity in employment. A number of agreements also refer

to activities related to relocation and envirommental
preservation and improvement.

An analysis of 84 Memoranda of Understanding indicates
that sixty (60) percent of the arrangement cities are
taking action to involve c¢itizen groups in the arrangement
process. Although the nature of this action varies
greatly fram city to city, citizen involvement usually
centers on the preparation of the cammnity development
strategy statement. Citizen groups are either represented
among those making input to the strategy statement or
have had the opportunity to vote on (but not to veto) the
canpleted statement. In same of the cities, citizen
representatives have participated in negotiating sessions
with HUD officials.

The arrangement process has encouraged about sixty (60)
percent of the cities to consult with other units of
govermment in their metropolitan areas on such over-

lapping program responsibilities as program planning,



10.

dispersing low-and moderate-incame housing throughout
the metropolitan area, and establishing an areawide
process for reviewing locally-generated applications
for Federal funds.

Arrangements have been negotiated with a few govern-
mental bodies other than cities — the State of Wisconsin,
the County of Hawaii, Hawaii, and eight areawide plan—
ning organizations in Ohio.



1. Introduction

Annual Arrangements as a Forerunner of Special Revenue Sharing

A major emphasis of the Federal Goverrment over the past few years
has been the consolidation, simplification, and decentralization of
Federal grant-in-aid programs.l/ This emphasis has meant, among
other things, the submission to Congress of legislative proposals
that would eliminate large numbers .of narrowly-focused categorical
programs and replace them with broader, more flexible programs

of special revenue sharing. In the area of Cammunity Development
this change would mean replacing seven separate programs with a
single revenue sharing assistance program.

Special revenue sharing would bring important changes in the way
grant funds are delivered to cities. Among the most important
changes would be the following:

1. Funds would go to units of general local government rather
than to separate quasi-autonomous agencies or independent
authorities;

2. Funds would be controlled by elected officials responsible
to voters, rather than by appointed agency heads;

3. Funds could be spent according to the priorities established
by the localities rather than those set by Federal officials;

4, Funds would be distributed on the basis of a formula, taking
into consideration objective need factors rather than sub-
jective judgments by Federal officials; and

5. Metropolitan cities and urban counties would receive funds as
a stable, annual entitlement rather than on the basis of
competition against other applicants.

1/

An example of this emphasis is the Federal Assistance Review (FAR)
program, announced by the President in March 1969. The three main
dbjectives of the FAR program are aimed at improving the delivery
of Federal assistance to recipients: 1) greater reliance on State
and local governments by recipients, 2) increased interdepartmental
coordination, and 3) intradepartmental improvements (e.g., cutting
red tape and speeding services and benefits.




In preparation for this new form of revenue sharing assistance, HUD
has undertaken two demonstrations (Planned Variations and Annual
Arrangements) designed to apply and test the concepts of the approach.
Since these demonstrations have operated within the limitations of
existing legislation, they have not been perfect similations of spe-
cial revenue sharing. Nonetheless, they do provide indications of
its potential effectiveness.

Planned Variations

The Planned Variations demonstration, announced by the President on
July 29, 1971, involved an expansion of the Model Cities program in
twenty (20) cities across the country. Local chief executives in
these cities were given the right to review and comment on all
applications for Federal assistance which might affect their cam—
munities and were given funds to develop a capability to make such
caments meaningfully. In addition, sixteen (16) of these cities
were given funds to expand their existing Model Cities program to
all their deteriorated areas. Finally, Federal agencies were to
attempt to minimize administrative requirements connected with
grant-in—-aid applications fram these cities.

The Evaluation Division of the Office of Community Development, in
its report, Planned Variations: First Year Surveyg/ made the
following major points:

1. The most successful aspect of the limited review variation
has been the policy adopted by HUD's Regional and Area
Offices of not intervening in local affairs;

2. Planned Variations has had same success in placing resource
allocation responsibility in the hands of the local chief
executive and in providing cities with greater flexibility
in the use of Federal funds;

3. Planned Variations, and especially the Chief Executive
Review and Camment (CERC) variation, is stimulating cities
to develop a central policy and program coordinating mecha-
nism; and

N

as No. 7 in the Community Development Evaluation Series, United
States Goverrmment Printing Office, Office of the Superintendent of
Documents (Stock No. 2300-00205).

Planned Variations: First Year Survey was published in October 1972




4. The Planned Variations program has substantially altered the
nature of the Model Cities program in the sixteen (16) full
variation cities. The programs are geographically larger
now, covering about one-half of the territory within the
Planned Variations cities' limits; there are more city-wide
programs; and the local chief executive exercises more
influence over Planned Variations than he exercised over
the Model Cities Program.

Annual Arrangements

The Annual Arrangements demonstration is similar in some respects to
the Planned Variations demonstration and shares some of the same
objectives. It is designed to deal more specifically with HUD's
subsidized housing assistance and categorical programs (e.g., Urban
Renewal, Model Cities, Neighborhood Facilities) by enabling the
cities to convert these programs into city-wide caommnity development
packages. The arrangement demonstration also provides HUD and the
cities with a forum for discussing the cities' goals and objectives,
their strategies for attaining them, and the resources which HUD

can make available to assist them.

The fjrst arrangement was signed with Gary, Indiana, on December 22,
1970.2 Currently, there are more than 200 localities, counties and
States involved in arrangement agreements or negotiations, more than
ten (10) times as many as are involved in the Planned Variations
demonstration. As of March 31, 1973, arrangements had signed
with eighty-two (82) cities, one county and one State.%

3/
" See Appendix D for an example of a signed agreement, a "Memorandum
of Understanding,"” between the HUD Area Office and local officials.

4/
" See Appendix C for a list of the units of government with which
arrangements had been signed.




The Evaluation Division of the Office of Cammunity Development,
in its first report on the arrangements, Annual Arrangements:
Phase I, made the following major findings:

1. By including plans for both housing assistance and
Camunity Development programs in the vast majority of the
completed agreements, the arrangement process provided the
opportunity for the coordination of these two important
HUD program elements;

2. City-wide strategy statements were being prepared by all
Annual Arrangement cities, although there was a considerable
range in the content of the strategies;

3. All Annmual Arrangement agreements included same ac:tlons
the city agreed to take to further National Goals2/; and

4. Better program coordination was being realized in a majority
of the Annual Arrangement cities through structural changes
in local governmental organization or HUD management assist-
ance grants.

Following, and to certain extent because of the Phase I report,
former HUD Under Secretary Richard Van Dusen issued a memorandum,
dated Septamber 1, 1972, cammending the field offices for their
initial work with the arrangement process and encouraging them to
continue arrangement negotiations. (See Appendix B.) He recommended

5/
National Goals were defined by forxmer Under Secretary Van Dusen in
a memorandum to the field dated December 6, 1971. The Under
Secretary indicated that Annual Arrangement cities "should be
permitted considerable flexibility in the development of (their
strategies). However, to the extent that they are related to
local needs, certain key National Goals should receive special
consideration.” In summary form, the goals are: 1) local actions
to improve the living envirorment as reflected in the Workable
Program for Comunity Improvement; 2) ensuring proper relocation
resources and practices for those displaced by government action;
3) ensuring coordinated and planned areawide development; 4) pro—
vision of low-and moderate-income housing; 5) equal availability
of housing to all citizens; 6) equal employment opportunity; and
7) envirormmental preservation.




that the arrangement process be expanded, at least on a demon-
stration basis, to include negotiations with States, counties

and councils of govermments. (See Finding Ten for an analysis of
efforts in this area.) He also emphasized the importance of local
chief executive involvement in the arrangements, and reminded field
staff that, where appropriate, weaknesses in local performance with
respect to statutorily-defined national goals should be discussed
as part of the arrangement process. He concluded by noting that
"The Annual Arrangement process gives every indication of being a
helpful step in building the capacity of local govermment to make
effective use of the more flexible funding which will become
available under revenue sharing."

Transition to Special Revenue Sharing

Based in part on the results achieved in the Planned Variations

and Annual Arrangements demonstrations, the Administration has in-
troduced a bill designed to "help States and units of general local
government to deal more effectively with the broad range of
camunity development concerns by replacing inflexible and frag-
mented categorical programs of Federal assistance with a simpler,
more certain, %7d more expeditious system of Federal revenue sharing
assistance..."X HUD is currently in the process of preparing for
an orderly transition from the categorical programs to the revenue
sharing assistance program contemplated by this bill.

HUD field offices are restructuring the nature of the Annual Arrange-
ment process to make it a tool the cities can use to prepare them—
selves better for the kinds of capacity building activities that will
enhance their use of revenue sharing assistance funds.

In the Fort Worth Region, for example, HUD Area Offices are attempting
to negotiate Annual Arrangements with eighty-nine (89) cities, in
addition to the forty (40) previously negotiated. If this goal is
met, all 129 cities in the region eligible for funds under the pro-
posed revenue sharing assistance program will have been involved.
Regional Administrator Richard Morgan has explained these actions in
the following way:

"What we are doing here now is campletely different
from what we have done in the past two years .....
We're going ahead and telling the mayors that

Annual Arrangements should never have been viewed

as a discussion of how the resources will be delivered
by HUD but rather as a means to help build local
capacity to decide on priorities".l

6/ "Better Cammnities Act", H.R. 7277, 93rd Congress, lst Session,
Section 2 (b)

7/ National Journal, Volume 5, Number 9, March 3, 1973, "New

~  Federalism IV/Annual Arrangements," page 304.
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Fort Worth Regional Office personnel have prepared a draft outline
of a Cammunity Development statement, which each city must sukmit
before Annual Arrangement negotiations are completed. Among other
items, the statement is to include: 1} a summary overview of the
city's problems and needs as determined by the city itself and ranked
and discussed in terms of scope, seriousness, availability of
resources, interrelationships and lead time requirements, and 2) a
sunmarized overall action plan prepared by the city to solve its
problems and meet its needs, taking into consideration priorities,
constraints, interrelationships, and other relevant factors. In
order to help cities determine how they will allocate shared revenues,
HUD field offices in this Region have suggested that some localities
apply for Section 701 comprehensive planning and management
assistance funds to hire an assistant to the chief executive to
manage and coordinate planning activities.




2. A Uescription of the Annual
Arrangement Process

An Annual Arrangement is a tool designed to "achieve coordination
among grant programs" to increase the cities' ability to set
their own priorities.§ The extent to which the Annual Arrangements
demonstration is achieving these objectives is addressed in the
following chapter. A description of the mechanics of the Annual
Arrangement process itself —- the steps involved and how it works —-
is presented below.

It should be noted that this chapter presents only one type of
arrangement process. It neither catalogues the full range of
arrangement processes that have been developed nor presents a

"model” arrangement. Further, it amits many of the details of the
arrangement process -— particularly those related to the arrangement
negotiations and the interplay that occurs between local interest
and citizen groups, the local chief executive and the local governing
body. This chapter's sole purpose is to provide a brief overview

of one way the arrangement process can work.

Step 1: Initial HUD-City Meeting

Formal city involvement in the Annual Arrangement process begins once
a city has agreed to participate in arrangement negotiations (See
Chapter 2, Annual Arrangements: Phase I, for a description of HUD's
city selection techniques), and a HUD Area Office representative has

8/

" May 18, 1971, memorandum from former HUD Secretary Romney to the
Regional Administrators. See Appendix B, Annual Arrangements:
Phase I Cammunity Development Evaluation Series No. 6.




briefed city officials on the arrangement process and the key role
the local chief executive (or his designee) must play in the
negotiations. At the initial briefing, the HUD representative some-
times provides a target figure of funds that could be made available
to the city through the arrangement, although this practice varies
from Region to Region.g/ Where provided, such target figures are
intended to aid the city in planning a realistic strategy.

Step 2: Organizing the City Agencies

The chief executive's first step after meeting with HUD is to assign
responsibility for the development of a community development strategy.
This task may be assigned to the city's Planning Department or other
operational/planning agency, but in a number of cases where the city's
chief executive felt the existing organizational structure was :L?-
appropriate for developing a comprehensive city-wide strategy,ﬂ he
has formed an Urban Cabinet or Commmity Development Cammittee. The
camposition of this cabinet/cammittee has varied, depending on city
size and organizational structure, but has included representatives
from such agencies as the City Demonstration Agency Model Cities),
Redevelopment Agency, Housing Authority, Parks and Recreation Depart-
ment, and Water and Sewer Department. It also has included repre- -
sentatives of organizations that do not receive HUD funding, but
whose plans impact on cammmnity development, e.g., the School Board,
Cammunity Action Agency and State Highway Department.

The chief executive's role_on the camittee varies. HUD policy
statements on the subject 11/ stress the need for his involvement
in the arrangement, but not necessarily in the work of a Commmnity
Development Committee. In a large number of cases he has acted as
chairman of the committee. In those situations where he has not
done so, he often has appointed a high level Community Development
Coordinator to act for him.

9/ Reference: Finding Five on Tentative Fund Assurance.
10/ Reference: Finding One on City-Wide Strategies.
11/ Reference: The Under Secretary's memorandum in Appendix C.



Step 3: The City Strategy Statement

The cammittee's main function is to develop a cammunity develop—
ment strategy statement. The format for this statement usually is
outlined by the HUD Area Office and includes such elements as: the
city's cammmity development goals and objectives, the problens it
faces in reaching these goals, the local actions contemplated in the

next one or two year period arranggd in the order of their prlorlty,lz/
and the resources which HUD wil asked to make available during the

next year. The techniques the committee uses to develop the strategy
statements vary fram city to city, but frequently it assigns lead
responsibility for the work to the planning agency or Model Cities
Agency planners who utilize the city's existing policies, general
plan and Workable Program for Commmity Improvement as a starting
point for the strategy.

Citizen input to }he draft strategy statement can be developed in a
number of ways Citizen groups may be represented on the Cammnity
Development Committee or may be given the opportunity to camment on
the strategy statement once it has been drafted. In several Annual
Arrangement localities, neighborhood groups have commented on the
probable impact of the proposed strategy on their neighborhoods.

Formal local governing body action on the draft strategy statement
does not usually occur at this stage (prior to negotiations with HUD),
but in a number of cases the strategy statement has been submitted

to the governing body for comment. In same cities, the governing
body has set the goals and priorities of the strategy statement,

but left the details of the statement to be worked out by the chief
executive in negotiations with HUD.

Step 4: City-HUD Negotiation

The city presents its draft strategy to the HUD negotiating team for
discussion. The HUD team's camments usually center around four elements:
1) the amount of funds HUD has available, 2) the priorities listed by
the city, 3) the relationship between the priorities and the city's
problem analysis, and 4) the extent to which the city's strategy
recognizes responsibility for furthering interests identified in such

legislation as the Civil Rights Acts of 1964 and 1968.14/ These four
points form the basis for discussion in the negotiating sessions.

12/ Reference: Finding Six on Local Priority-Setting.
13/ Reference: Finding Eight on Citizen Participation.
14/ Reference: Finding Seven on Local and National Interests.




The outcame of the negotiations varies widely among cities. Usually,
HUD camits itself to provide subsidized housing units and Community
Development funds to the cammmnity, and the locality cammits itself
to improve its management capability and, frequently, to take respon-
sibility for furthering the objectives of equal opportunity legislatic

Step 5: Memorandum of Understanding

The results of the negotiations are documented in a Memorandum of
Understanding, which defines the relationship between HUD and the
city for a one to two-year period. It is frequently submitted to

the local governing body for approval, and is signed by the local chie
executive and HUD Area Office Director.

Step 6: Implementation

The implementation phase of the arrangement is one of the keys to
its success. In same cammmities, the local chief executive has
retained the Cammnity Development Committee and given it the
responsibility for implementing the arrangement agreement,

The implementation phase may consist of a number of elements, but
usually includes the following four:

1. Submission of Applications. A high priority item for the
members of the committee 1s the preparation of the project
applications mentioned in the agreement. Each member usually
prepares the applications for which that person's agency is
the grant recipient, but the comittee reviews each applica-
tion to ensure its conformity to the overall strategy and to
coordinate the activities of all agencies with the project.

2. Housing. The camnittee also implements the housing strategy
portion of the agreement. This implementation involves not
only the preparation of applications by the Local Housing
Authority and actions to improve housing codes, but also
the necessary steps to encourage private developers to build
housing for families of all incame levels in the locality.
In same cases, the city and HUD agree to establish a Chief
Executive Review and Comment procedure.]:i/ which allows the

14/ Reference: Finding Seven on Local and National Interest.
15/ Reference: Finding Four on the CERC Procedure.
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local chief executive to camment on all public and private applica-
tions for subsidized housing before they are approved by HUD. The
local chief executive's comments are not binding on HUD, but are
considered when project applications are weighed. In this way,

the local chief executive may share his information with HUD and
have a role in housing development and the associated physical and
social services that go with it.

Budget. The city's budgetary operations are another area in which
the Cammmnity Development Cammittee can have some impact. Since

it knows which applications HUD will and will not fund, it can
assist in the preparation of city and local agency budgets based

on fairly accurate knowledge of the funds which HUD will make
available in the course of the next year. The city can make plans
to provide the money needed for matching funds from general revenues,
fram new taxation, or fram a bond issue. If there are city projects
which have high priority, but are not included in the arrangement,

a search can be made for alternative funding sources.

Equal Opportunity and Other National Interests. Each agency develops
plans and schedules for implementing the cammunity actions outlined

in the agreement, e.g., developing and/or implementing an affirmative
action plan for equal employment opportunity, or designating an

equal opportunity officer, or establishing a Central Relocation Agency.

11



3. Findings

This chapter presents the results of the evaluation of the Annual
Arrangements demonstration carried out by field office staff and

the Evaluation Division, Office of Cammnity Development. Data

was collected fram three main sources: 1) analyses of 84 Memoranda
of Understanding campleted between December 22, 1970 and March 31,
1973; 2) profiles of the arrangement process in fifty-two (52)
cities, and 3) in-depth studies, based on interviews with city offi-
cals in twenty (20) cities. The profiles and in-depth studies were
campleted during September and October, 1972. Central Office main-
tained contact with field evaluators throughout the preparation of
this report to clarify and update information obtained in the reports
submitted. (Appendix C contains a list of all cities involved in
the Annual Arrangements demonstration. Table 6 indicates those
cities for which profiles and in-depth studies were completed.)

13




FINDING ONE: City-Wide Strategy Statements.

The arrangement process has encouraged cities to
establish a process for developing the kind of
camprehensive city-wide strategies that would be
needed under a program of special revenue sharing
assistance.

a. A frequent criticism of local governments has
been the lack of a process by which their elected
officials can set overall goals and establish
priorities among campeting requests for funds.
The normal practice has been for a locality's
chief executive or local governing body to review
each agency's funding request in terms of how it
differs from the amount of funds the agency
received last year. Little regard is given to
the agency's effectiveness or to the priority of
its activities when weighed against other needs
in the city. Lacking an overall strategy-setting
process, elected officials usually have no yard-
stick to use when measuring agency furnding
requests. The Federal categorical program
structure contributed to this situation, since
its narrowly-focused funds often are directed to
semi-autonamous agencies (e.g., urban renewal
authorities and park and recreation distriots)
and increase their independence fram the elected
comunity leadership.

b. The arrangement process has sought to change the
present system by requiring that cities develop
a city-wide strategy statement as a basis for
selecting the projects to be included in the
arrangement agreement. Ninety percent of the
cities for which information was available had
prepared strategy statements in preparation for
arrangement negotiations. The statements varied
slightly in content, but by and large they
included (as Table 1 indicates)the sorts of items
which a city might include in a strategy for
allocating its special revenue sharing funds.

14




TABLE 1
ELEMENTS OF CITY STRATEGY STATEMENTS

PERCENT OF
STATEMENTS HAVING
ELEMENT EACH ELEMENT*
Goals and Objectives 93.1%
Problem Analysis 70.4
Strategy 88.6
List of Projects 90.9

*This table is based on an analysis of 44 written city strategy
statements.

c. An indication of how successful the arrangement
process has been in encouraging the development
of a true city-wide strategy-setting procedure
is shown in Table 2 by the number and type of
city agencies which have been involved in the
preparation of the strategy statements.

Clearly, key actors in most cities have been
involved in the preparation of their strategy
statements. The participation of the local
chief executive (whether mayor or city manager
or both) and the Planning Department in the
strategy-setting process is essential if the
strategy is to have validity, and they were
involved in almost all cases. Agencies which
have a coordinating function -— the Model Cities
Agency and the Budget Office — were also usually
involved. The major users of HUD funds -- the
Iocal Housing Authority, the Iocal Redevelopment
Agency, and the Park Department —— were involved
almost as often as the local chief executive.
The interaction of these groups can be expected
to produce a comprehensive strategy for dealing
with the city's cammunity development problems.

15




TABLE 2
PARTTCTPATTON COF AGENCIES IN
LOCAL STRATEGY PREPARATTION

PERCENT COF CITIES IN
WHICH COFFICIAL/DEPARTMENT

AGENCY PARTICIPATED*
City Manager's Office 100%**
Mayor's Office 95
Planning Department 95
Local Housing Authority 90
Local Redevelopment Agency 85
City Demonstration Agency 85***
Park Department 63
Citizen Group 63
Budget Office 58
Public Works Department 26
Building Department 16
County Goverrment 16
Council of Govermnments 16

*This table is based on data fram nineteen of the 20 cities
in which in-depth studies were conducted.

**This figure indicates that the City Manager participated
in all cities in the sample that had a city manager form
of goverrment.

***This figure indicates that the City Demonstration Agency
participated in 85 percent of the Model Cities included
in the sample.

d. The actual products of this interaction of local
officials and agencies vary fram city to city.
A good example is the strategy statement format
developed by the Fort Worth Regional Office to
assist its arrangement cities in preparing
strategy statements.

1. The first part of the strategy statement is
a camunity profile which includes basic
data on the problems facing the city and the
resources it has available to deal with them.
This profile makes it possible for the city
to begin a problem analysis. Budgetary

16




information indicates where the city's
priorities had been in the past so that
strategy-makers can decide whether a
shift is in order.

The strategy format then calls for a
statement of the city's priority needs

Tas determined by the city itself and ranked
and discussed in texrms of scope, seriousness,
availability of resources, interrelationships,
lead time requirements, etc." At this point
the local officials work out a picture of
what problems must be dealt with in their
city and in what order of priority.

The definition of problems and the assign-
ment of priorities leads logically to the
development of a strategy for solving these
prcblems. This strategy is in the form of
an action plan that considers priorities,
constraints, interrelationships, and other
relevant factors.

The overall strategy is then applied to five
major program categories: municipal facilities
and services, social and health services,
public protection services, housing, and
economic development — each of which is
divided into a number of subcategories. For
each subcategory, the city is asked to identify
needs and problems, program objectives, a
three-year action program, and first year
activities. Fram this information, first year
funding needs may be developed.

The concluding portions of the strategy
statement deal with coordination aspects such
as areawide and local planning, environmental
protection, relocation, equal opportunity,
intergovernmental involvement, public infor-
mation and citizen involvement, as well as
information about the location of the proposed
projects. Such data makes it possible to
coordinate the overall city strategy with
other activities in the area.

The evidence collected from the 20 cities studied
camprehensively indicates that the categorical

17




program structure inhibits the development of
overall city strategies. This result is shown
by the fact that about 50 percent of the cities
did not utilize a general strategy-setting pro-
cess to establish priorities, but chose instead
to have individual agencies set their own project
priorities, or to continue existing projects, or
to have no strategy at all. (See Table 3).

TABLE 3
METHODS QF PREPARING LOCAL PRIORITIES*

PERCENT COF CITIES

METHOD : USING METHOD**
Individual Agencies Choose Projects 60%
Existing Projects Continued 55
Strategy-Setting Process 55

No Strategy 10

*This table is based on data from the twenty cities in which
in-depth studies were conducted.

**Same cities used more than one method.
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the Iocal Housing Authority, the City
Planning Department and the Department of
Public Works. This camittee plans to
conduct an in-depth study of the
feasibility of organizing a Community
Development Department, which would
eventually bring all local agencies under
the city's jurisdiction.

2. Use of the coordinating committee device
was encouraged by the Boston Area Office
in each of its five arrangement cities. ‘
In these cities, the coordinating committee
consists of the Executive Directors and/or
Department heads of local community develop—
ment agencies. It is chaired by the Mayor
and meets at least once a month to review
and camment on all applications for HUD's
financial assistance before they are sub-
mitted to the Department. The camittees'
principal function is "to insure inter-
program coordination in connection with
HUD-assisted programs".

3. The Standing Rock Indian Reservation created
and operated its coordinating committee in
the form of a Tribal Advisory Board. Accord-
ing to the Memorandum of Understanding, the
primary functions of the Board are
"identification, collection, coordination,
and evaluation of various commnity needs
and goals both short and long range ... The
Board will be responsible for identification
of intergovernmental program relationships
at all levels on the reservation."”

d. Eighteen of the 39 arrangement cities that
established a coordinating mechanism did so by
creating a new position in the office of the
chief executive. All eighteen cities received
Section 70116/ funds to staff and operate an
office of Cammnity Development Coordinator,

16/

T Section 701 of the Housing Act of 1954 authorizes HUD to award
grants to: a) States, b) cities over 50,000 population,
c) State, metropolitan, and regional planning agencies, etc.
to help upgrade the planning and management capability of State
and local governments or to develop this capability if it does
not exist already.
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whose title varies from city to city but whose
function remains essentially the same throughout.

1. Milwaukee, for example, hired a Development
Coordinator, whose main responsibility is
to plan and coordinate how the city will
utilize its shared revenues under special
revenue sharing.

2. The Dallas Area Office provided Section 701
funds to five of its seven Annual Arrangement
cities to "establish and adequately staff
an office responsible for the coordination
of all development projects and/or applica-~
tions" for the city. The Oklahama Area
Office acted in a similar fashion, providing
funds to its four arrangement cities to
"strengthen the role of the govermment to
plan, coordinate and manage its resources
on a city-wide basis."

3. In Oakland, California the San Francisco
Area Office provided Section 701 funds to
analyze the role and responsibilities of the
Assistant to the City Manager for Cammunity
Development, a new position. The analysis
was to examine how the Assistant City
Manager would relate to other City agencies
and departments, staffing needs, and budget-
ing requirements.

Fourteen Annual Arrangement cities undertook studies
and/or reorganized their govermments to establish
new city Departments of Camunity Development (or
similar title) to coordinate such activities as
Model Cities, urban renewal, and housing. Half of
these received Section 701 funds to aid them in
these efforts. In most cases, city-wide planning
functions were also consolidated into the
centralized unit.

1. The city of Bridgeport, Connecticut, for example,
lacked a strong department of planning and
development for a number of years. For that
reason, the city received, under its Annual
Arrangement agreement, a Section 701 grant to
create a Development Administrator's Depart-
ment. The Department Administrator reports
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directly to the Mayor and is responsible
for the coordination of the city's housing,
urban renewal, planning, relocation ser-
vices and families programs.

The Annual Arrangement city of Carbondale, -
Illinois already had a Department of
Cammunity Development, but its Divisions of
Urban Renewal, Planning, Code Enforcement,
Model Cities, and Industrial Development
were separate and distinct entities within
the Department. In order to develop a
coordinated planning program for shared
revenues, arnd to enhance the program manage-
ment capability of the Mayor, the city plans
to restructure the Department of Caommunity
Development by merging the Model Cities and
Urban Renewal Divisions.

Richmond, California agreed in its Annual
Arrangement to create a functionally organized
Cammunity Development Department during the
arrangament period. A camprehensive planning
grant was used to hire a consulting fimm to
develop the proposed reorganization structure.
The firm's recamendations, adopted by the city,
include hiring an Assistant City Manager for
Cammnity Development to head a Community
Development Division. This Division will be
composed of four line operating departments —
Econamic Development, Manpower and Social
Services, Redevelopment and Housing —— one
staff group (Cammunity Relations), and the
existing Model Cities program (the City Demon-
stration Agency). )
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FINDING THREE: Iocal Chief Executive Involvement.

The arrangement process has involved local chief
executives in community development matters and has
made city departments and independent agencies more
responsive to the broader needs of the community.

ae.

A major obstacle for cities in attempting to deal
with local problems has been the proliferation of
departments and independent agencies, each of
which is concerned with a particular functional
area and each of which is funded through a parti-
cular Federal categorical program. Findings One
and Two, respectively, discuss the way in which
the arrangement process attempts to coordinate
the activities of these agencies through the
preparation of a city-wide strategy statement
and through various management mechanisms.
Another important aspect of the arrangement
damonstration is the way in which it focuses on
the local chief executive as the person best
suited to coordinate all the various agencies
involved in community development activities.
This coordination is especially important
because HUD funds in the past have generally
been directed to independent agencies rather

than to the local general purpose government
headed by elected 6fficials who are responsible
to the citizenry. By giving the local chief
executive a central role in the process by which
HUD funds are allocated to the commnity, it is
expected that city departments and agencies will
became more responsive to the direction of the
elected officials and to the coordinated

strategy which they are attempting to implement.

The in-depth study of 20 of the arrangement

cities indicates that the local chief executives
were heavily involved in the arrangement process.
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TABLE 4
NUMBER COF LOCAL CHIEF EXECUTIVES
INVOLVED IN
ARRANGEMENT NEGOTTATTONS

PERCENT COF CHIEF
EXECUTIVES ENGAGED IN

ACTIVITY EACH ACTIVITY*
Coordinated Preparations 40%

Acted as Chief Negotiator 70
Chaired Opening Negotiating Session 60

Signed Final Agreement 95

*This table is based on data from the twenty cities in which
in-depth studies were conducted. '

One of the key roles of the local chief executive
is acting as chief negotiator. In this capacity
he has the greatest opportunity to influence the
city negotiating team and indicate who is in
charge of the flow of funds. In 70 percent of
the cities the local chief executive was the
city's chief negotiator, and in an additional

15 percent the chief negotiator was an aide
directly responsible to him.

c. The two principal variables in determining the
level of chief executive involvement appear to
be the city's form of government and its size.
The local chief executive was the chief negotia-
tor in 90 percent of the cities with a city
manager form of government. In the cities with
a mayoral or cammission form of government,
only 58 percent of the local chief executives
played this role. Perhaps more importantly,
the average population of cities in which the
local chief executive was chief negotiator is
125,000, while the population of cities in
which sameone else was chief negotiator
averages around 352,000. Clearly, as cities
increase in size it becomes necessary for a
local chief executive to delegate the nego-
tiating responsibility to assistants.

d. On balance, the arrangement process has been
an effective means of encouraging local chief
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executive involvement in community development
affairs. This involvement has countered the
past trend of funds going directly to inde—
pendent agencies which have had little incentive
to be responsive to the elected leadership. The
arrangement process has increased the responsive-
ness of local agencies to the local chief
executive in 11 of 20 cities studied. In four
of the other nine cities, the local chief
executive had already succeeded in increasing
the responsiveness of these agencies and the
arrangement process served merely to confirm and
consolidate this responsiveness.

1. The advantages to the city of this increased
responsiveness on the part of HUD-funded
agencies are numerous. In Grand Prairie,
Texas, for example, the urban renewal agency
was encouraged to became involved in total
city development in addition to the activity
that takes place within renewal project
boundaries. In Ottuwwa, Iowa, which has a
camission form of goverrment, the arrange-
ment process persuaded the commissioners of
the need for a more centralized coordinative
mechanism. Consequently, all cammissioners
began to coordinate the activities of their
departments with those of the mayor. In
Youngstown, Ohio, the arrangement process led
the Health Department to respond positively
to the mayor's desire that its Housing and
Building Inspection units be consolidated.

2. By confimming the leadership role of the
head of the local general purpose government,
the arrangement process can also have an
impact on agencies which receive no HUD
funding. In the arrangement city of
Pasadena, California, for example, the
arrangement process bridged a gap between
the city and the school district and led
officials in the Community Action Program
to work more closely with the city.
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FINDING FOUR: Chief Executive Review and Comment (CERC).

The CERC process was developed in the Planned
Variations demonstration to give the local chief
executive, representing the local general purpose
government, the right to review and camment on all
applications for Federal assistance affecting the
commumity. Concurrent with the Planned Variations
demonstration, or in same cases because of it, a
number of Annual Arrangement cities have adopted
the same mechanism.

a. A major tool for increasing the local chief
executive's ability to coordinate local programs
in some Annual Arrangement cities has been the
Chief Executive Review and Comment (CERC) pro-
cedure. It works in basically the same way
as in the Planned Variations demonstration:
the local chief executive and HUD agree on
which local applications for HUD funds will
require chief executive review and cament;
applications for Federal funds are sent to the
local chief executive for his comment before
submission to HUD; HUD considers the chief
executive's caments in arriving at a funding
decision and returns any applications that do
not have chief executive comments attached.

(For a discussion of CERC in the Planned
Variations demonstration, see Planned Variations:
First Year Survey, pages 19-25).

b. Ten of the 84 arrangement cities had provisions
for CERC before Anmual Arrangements because they
were also Planned Variations cities. Nineteen
of the others were given same form of a CERC
through the arrangement process. The form
varied according to the needs of the locality.

In Richmond, California, for example, the city's
major problem is its inability to influence
private housing development. As a partial
reamedy, the arrangement agreement provided that
the city would review and cament on all appli-
cations for HUD subsidized or unsubsidized
mortgage insurance. In that way, the Area Office
would have an opportunity to consider any objec-
tions the city might have to residential develop-
ment that could adversely affect the city.
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c.

In Boston, Massachusetts, the arrangement
provided for a Coordinating Cammittee, chaired
by the Mayor, that would review and comment on
all applications for HUD assistance to be
funded under the arrangement. This provision
has given the Mayor the opportunity to deal
with often very independent agencies and
persuade them to make their applications more
responsive to the overall city strategy. In
Biloxi, Mississippi, the Mayor alone exercises
the review and comment authority, in accordance
with the arrangement agreement.

As the report on the use of CERC in the Planned
Variations demonstration indicates, CERC is by
no means the final solution to the problem of
independent agencies that are unresponsive to
the local general purpose govermment. It appears
that this problem will remain at least as leng
as there are categorical programs which
encourage autonamy and allegiance to vested
interests. The Annual Arrangement mechanism,
however, is encouraging local chief executives
to became involved to an unprecedented extent
in cammunity development and is providing
needed experience for local officials who will
have to make decisions about allocating funds
under special revenue sharing. Furthemmore, the
arrangement demonstration indicates that such
local chief executive involvement — even under
the adverse conditions in which the arrangement
process presently operates — can increase the
responsiveness of city departments and indepen-
dent agencies to the elected leadership.
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FINDING FIVE: Tentative Fund Assurarnce.

The arrangement process, by providing cities with
tentative assurance that HUD funds will be pro-
vided for specific projects, has substantially
improved the ability of local govermments to plan

and manage effectively.

a.

A major defect of the categorical program
structure, with its emphasis on individual
project applications, has been that cities are
never sure what funds they will receive from
HUD and when. A prudent local government is
forced to submit a mass of applications for
many different types of projects, then wait
months or sometimes years before receiving
any response. The uncertainty which this pro-
cess involves necessarily produces poor local
planning and management, since the local
government has no way of coordinating its other
activities with anticipated HUD funds.

Special revenue sharing would deal with this
problem by providing each city assured funding,
based on a set formula and delivered on a
regular basis without any delays. The city
would be able to plan and budget with assurance
that a particular level of HUD funds will be
available. The arrangement process has pro-
vided same indication of the advantages which
would accrue to cities because of this assurance.

1. Eighteen of the 20 cities which were studied
intensively reported that they had received
some form of tentative fund assurance through
the arrangement process. The technique the
Area Office used to establish this assurance,
in almost all cases, was an informal set-aside
of funds.

2. Each city was required to sulmit acceptable
applications that would score well under
applicable Project Selection Criteria. In
70 percent of the 20 cities, the arrange-
ment agreement provided deadlines by which
the applications had to be submitted for
favorable consideration. Frequently, the
agreement also indicated that certain
statutorily-required actions had to be
pexformed before the applications would
be approved.
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3. The net result of the fund assurance pro-
cedure has been that a majority (61 percent)l?/
of the applications mentioned in the agree-
ments have actually been approved. In most
cases, the reason an application has not been
approved is that it has not yet been sub-
mitted. Seventy-seven percent of those
applications submitted have been approved.ﬁ/

c. Fifteen of the 20 cities reported that tentative
fund assurance improved their operational decision-
making. Many of these decisions involved budgeting
and financing. For example, Athens, Georgia,
because it had tentative fund assurance for a
project, could prepare and hold a successful bond
referendum to provide the local share for it, even
though the project itself had not yet been approved.
Similarly, Boston, Massachusetts, proceeded with
its Capital Improvements Program with security
because it knew HUD funds would be available from
specific categorical grant programs.

d. In terms of financial decision-making, a negative
response by HUD can be almost as useful as a
positive one. Fall River, Massachusetts, repro-
grammed its Model Cities funds for park use when
it was told that no Open Space grant would be
included in its arrangement. Charleston, Missouri,
applied to the Bureau of Outdoor Recreation when
it was given a similar decision. When Pasadena,
California learned that HUD funds for downtown
renewal were not available, local officials
proceeded with the development of an alternate
plan for renewal.

Cities also benefit from early notification of
negative decisions because they do not have to
prepare applications that will not be funded.

17/
T This figure is based on short-form profiles from 52 cities.

18/

" The percentage of submitted applications that have been
approved varies by program category. One hundred percent
of the Section 701 Planning and Management Assistance appli-
cations have been approved; 80 percent of the Community
Development applications; and 71 percent of the housing
applications.

29



Grand Prairie, Texas estimated it saved two
months, $20,000, and the work of ten people
because the city did not prepare a Code Enforce-
ment application for a project that was not
included in the arrangement. Corpus Christi,
Texas estimated it saved 1,000 hours of staff
time by not preparing five Open Space and one
Water and Sewer applications. Fifty-five
percent of the cities surveyed reported savings
of resources because of applications not

prepared.

Early fund assurance also makes it possible
for cities to coordinate other actions with the
HUD projects in question. Corpus Christi,
Texas was able to proceed with three sewer
projects at the same time, to the benefit of
the city. Based on funding assurances for a
low~income housing project, Charleston,
Missouri extended utilities to the proposed
housing site. Ottumwa, Iowa initiated con-
struction of parking lots in its urban
renewal areas in order to provide supporting
facilities for the anticipated redevelopment.

The arrangement process is not, however, a
perfect simulation of special revenue
sharing. Several cities reported, for
example, that the arrangement process did
not help their operational decision-making
because it was not tied in with the city's
budgetary cycle. This problem is virtually
inevitable because of the camplicated
structure involved in HUD's administration
of the existing categorical programs. The
fact (as noted earlier) that a certain number
of project applications have not yet been
submitted and a portion of those submitted
have not yet been approved indicates some of
the obstacles facing cities under the arrange-
ment process. Special revenue sharing, by
eliminating this complex project application
structire and instituting a delivery system
based on an entitlement allocation, would
provide better fund assurance to all cities
and would multiply and expand on the examples
provided here of how cities can be helped to
improve their planning and management of HUD
funds.
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FINDING SIX: Local Priority-Setting.

Annual Arrangements have provided many commmnities
with the opportunity to establish priorities among
their campeting needs for HUD programs. (See
Finding One). Because of the categorical funding
structure, however, HUD has had difficulty in
funding city applications in accordance with city
priorities.

a. The thrust of Federal Govermment policies over
the past several years has been to place greater
reliance on local governments to set their own
priorities in dealing with local problems, with
a minimum of Federal red tape and requlations.
Efforts to carry this principle into the
Annual Arrangements negotiations have met with
mixed success.

b. Seventeen of 20 cities responded to interview
questions concerning the forming of their own
community development priorities. Seventy-five
percent of these cities stated they were able
to request projects from HUD according to their
own priorities, but that their requests were
negated in part by the limited availability of
HUD funds within specific program categories.
For example, although officials in Butte,
Montana developed a set of priorities for the
cammunity, they reported that the mix of
programs they actually received was more
influenced by HUD's funding ability than by
their statement of local needs and priorities.
They indicated they would have given a higher
priority to a water and sewer project than a
neighborhood facility under a revenue sharing
system, but the neighborhood facility fared
better in the Annual Arrangement because
funds were available for it, while water and
sewer funds were scarce. In this case, the
limitations on the use of categorical grant
funds definitely skewed local priorities.

c. At least 65 percent of the cities developed a

statement of local priorites as part of the
Annual Arrangement, but usually within the
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framework of program categories and fund
availability. In some cases, there was an in-
formal understanding between the Area Office

and the city concerning the amount of funds
available within each program category so that
the city knew which program area to amphasize

in preparing its priority lists. In other cases,
the Area Office gave targets of available funding
within each program category during arrangement
negotiations, and the city used these targets

as a guide in developing its project requests.

1. The arrangement process brought a few cities
to the point of developing a statement of
local priorities for the first time. One
city received additional Section 701 money
because of the arrangement and used it to
revamp the budget system to make it more
responsive to city priorities.

2. Four cities said there was definite pressure
fram HUD to accept certain projects which
did not relate to local priorities or which
moved the city more quickly in the direction
of priorities it was beginning to develop.
These projects were concerned mainly with the
fulfillment of National Goalsl®/ such as
dispersion of low—and moderate-income housing

and equal opportunity.

E/ See Footnote 5 for a list of the National Goals.
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FINDING SEVEN: ILocal and National Interests.

One of the objectives of the Annual Arrangement process
is to pramote local responsibility for furthering
national interests identified in such legislation as
the Civil Rights Acts of 1964 and 1968. Considerable
progress was made toward meeting this objective: about
two~-thirds of the arrangement agreements make reference
to activities to be undertaken in the localities to
further aobjectives related to such legislation.

a. Though the Federal Govermment has overall respon—
sibility for the protection of the rights of in-
dividuals, local governments are in a position to
assure the individual a more immediate protection.
In many cases, however, procedures for encouraging
equal employment opportunity, fair housing and
adequate relocation standards and procedures
are lacking on the local level.

b. The Annual Arrangements process was designed to
promote awareness of local responsibility for pre-
serving national interestsg including recognition
of certain National Goals?Y/ in negotiations. This
recognition sometimes took the form of a simple
statement of commitment on the part of the city,
but often, specific actions to implement this
comitment were included. Seventy (70) Memoranda
of Understanding were analyzed to determine the
extent of consideration given to national interests.

1. Equal Opportunity in Housing. Forty-six (46)
localities made same reference to a comitment
to fair housing opportunities in the cammnity.
Fourteen (14) were in the fomm of a general
statement of goals that includes equal availa-
bility of housing. Twenty (20) localities
pramised enactment of a Fair Housing Ordinance
or other actions. For instance, New Orleans,
Louisiana plans to establish a metropolitan
organization to pramote fair housing opportu-
nities. Seattle, Washington intends to esta-
blish a referral program to ensure housing

—22/ See Footnote five (5) for a list of the National Goals.
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choice for minority and low-incame residents.
Other cities indicated plans to advertise
their commitment to fair housing and establish
canplaint mechanisms to handle violations of
fair housing ordinances.

The remainder of the forty-six cities did not
offer a statement of cammitment to fair

housing but indicated plans to submit
applications for housing assistance programs,
including housing for the elderly and

scattered site low-rent public housing.
Arrangement agreements for these cities

usually mentioned the need to provide housing
choices for low-income families and individuals.

Equal BEmployment Opportunity. Forty-five
localities indicated a commitment to equal
employment opportunity. Twenty of these were
in the form of a general statement of goals.
Sixteen pramised either to develop an
affirmative action plan or to implement one
already in existence. Nine localities
planned other actions such as a city-wide
study of equal employment opportunities,
designating an equal opportunity officer

for the city, and hiring extra staff to help
assure equal employment opportunity. Among
other actions, New Orleans plans to assure
canpliance with the New Orleans Plan (a
voluntary minority hiring plan for building
trades unions) and to set aside 50 percent
of all city construction and personal
services contracts for minority vendors.

Relocation. Thirty-two localities mentioned
relocation services in their Memoranda of
Understanding. Twenty-two indicated plans
to establish a Central Relocation Agency

(or other centralized service) or to
increase staff and improve the functioning
of already existing Centralized Relocation
Agencies. Three cities mentioned a general
relocation plan without stressing centraliza-
tion. Seven localities are planning other
actions in support of relocation, such as
Relocation Grievance Procedures, counselling
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services, and coordination of relocation
activities with all concerned city agencies.

Envirommental Preservation and Improvement.
Twenty localities indicated in their Memoranda
of Understanding a commitment to preservation
of the environment. Nine of these commit-
ments consisted of general statements of
intention to consider the effect on the
enviromment when planning city improvement
projects and selecting housing sites. Two
cities plan to develop environmental impact
procedures. Nine others indicated specific
actions to preserve and improve the environ-
ment. For instance, Camden, Arkansas plans
to adopt the following: a policy encouraging
underground utilities in new subdivisions,

a rat control plan, a building pemit
surcharge to be eammarked for open space,

and a plan for preservation of historic
structures. Newport, Arkansas plans to
adopt a rat control plan, flood zoning
ordinances, noise ordinances, and open

space requirements in subdivision provisions.
New Orleans included provision for the
establishment of a Division of Environmental
Health Services and an Ecological Inventory
and Ecological Plan for the city.

c. Efforts of arrangement localities in these areas

provide evidence that the arrangement process
affords an opportunity to increase local aware-
ness of significant national interests. In
many cases, this awareness went beyond a state-
ment of good intentions. A number of cities
already have begun to establish mechanisms to
assure equal opportunity in housing and
employment, adequate relocation procedures, and
preservation of the environment.




FINDING EIGHT: Citizen Participation.

The arrangement process has provided cities with
the opportunity to test ways of obtaining mean-
ingful citizen involvement in city-wide decision-

making.

a. Urban policy-makers in recent years have been
searching for means of satisfying the legitimate
demand of citizens for some input into the
camunity development decision-making process
without infringing on the legal authority of
governments which must take responsibility for
these decisions. Most categorical programs
have developed their own procedures for citizen
participation, but, in many cases, these pro-
cedures have frustrated citizen involvement.
Average citizens have often found that
involvement in categorical program decision-
making returns very little in terms of concrete
impact on commmity problems, because each
categorical program deals with only one small
part of the total camunity development picture.

b. Annual Arrangements have provided cities with
the opportunity to test methods of obtaining
citizen involvement in an overall community
development strategy-setting process. Nine-
teen (19) of the twenty (20) cities studied in-
depth engaged in a strategy-setting process, and’
seventy (70) percent of these cities involved
citizens in same fashion. This involvement
usually centered on the preparation of the
community development strategy statement. Citizen
groups were either represented among those
making inputs to the strategy statement or had
the opportunity to vote on (but not to veto)
the campleted statement. In twenty (20) percent
of the cities citizen representatives participated
in negotiating sessions with HUD officials.

Since Annual Arrangements primarily involve HUD
funds, the groups involved in the process tend to
be those connected with the HUD categorical pro-
grams, especially the more complex ones. Thus,
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City Deamonstration Agency Boards are involved
in forty (40) percent of the cities and urban
renewal Project Area Committees in twenty (20)
percent.

It appears that the. citizen participants did not
have a major impact on the arrangement process,
although data on this point is limited. There
are two probable reasons for this:

l.

In the first place, the entire arrangement
process operated on a very indefinite schedule,
at least as far as the city participants were
concerned. In most cases, the city was told
on relatively short notice that it could be
involved in an Annual Arrangement and was
allowed a few months, at best, to prepare a
strategy statement. Under these circumstances,
local officials had a full schedule cbtaining
adequate input fram the agencies involved
without attempting the time-consuming task of
obtaining citizen input. One indicator of
this problem is the extent to which the length
of time available for preparing strategy
statements influenced the level of citizen
participation. Eighty-three (83) percent

of cities which had two months or more to
prepare their strategy statements were able

to involve citizen representatives, while

only fifty-eight (58) percent of cities with
less than two (2) months were able to do so.
Under special revenue sharing the preparation
of a strategy statement would be a continuing
process with deadlines for campletion known
long in advance so that cities which wish to
do so could easily arrange for citizen parti-
cipation.

In the second place, many cities had to confront
the problem of how to deal with the large

number of frequently competing citizen groups
which the categorical program structure

spawned. Clearly, when more groups were involved,
it was more difficult to obtain their input in
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a limited period of time. A good indication
of how this praoblem affected citizen partici-
pation is Table 5, which shows the level of
citizen involvement varying with the size of

the city.
Table 5
Citizen Involvement in Arrangement Process in Different-Sized
Cities¥*
Size of City Percent with Citizen Involvement
0-24,999 100%
25,000~99,999 71
100,000-499,999 62
500,000 and over 50

*This table is based on data from the twenty (20) cities in which in-
depth studies were conducted.

The larger the city, the less likely it is that
citizens are involved in the arrangement pro-
cess. Cities are, however, aware of this pro-
blem and are secking to use the experience
gained in the arrangement process to prepare
for citizen involvement in the community
development process under revenue sharing.

d. 2An analysis of eighty-four (84) Memoranda of
Understanding indicates that fifty-one (51)
of the cities involved are taking action with
respect to citizen involvement. The nature
of this action varies greatly fram city to
city. Camden, Arkansas, for example, intends
to guarantee mambership by minority groups
an all boards and cammissions and plans to
hold occasional City Council meetings in
neighborhoods. Peoria, Illinois will try to
provide direct public access to the govern-
mental process for all programs or activities
that have a bearing on the physical or social
structure of the community.

Most cities are attempting, in one way or
another, to develop a unified city-wide citizen
participation structure to replace the mass

of narrowly-focussed citizen groups set up to
deal with the categorical programs. Portland,
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Oregon, for example, proposes to establish
a city-wide citizens' board to advise on
camunity policy planning. Such a board
would have representatives of all the city's
neighborhoods as well as mayoral appointees.

The representation would be weighted slightly
in favor of areas of the city that are in
econamic and social need, such as Model Neigh-
borhood Areas and the poverty target areas of
the Cammnity Action Agency. Initially, the
board members would come from existing commi-
nity groups, but eventually District Planning
Organizations would be set up and would
designate their own representatives. These
citizen organizations would have opportunities to
review and comment on all applications for
Federal assistance affecting their areas

prior to their sulmission. The board members
could suggest projects, carry out project
activities, and process grievances caused by
camunity development activities. The over-all
Community Pollcy Planm.ng Board would be able
to represent citizens in drawing up a community
development strategy for the use of funds to
be allocated under special revenue sharing.
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FINDING NINE: Metropolitan Coordination.

The Annual Arrangement process is encouraging local
governments with overlapping program responsibilities
to consult each other in such activities as program
planning, dispersing low-and moderate-income housing
throughout the metropolitan area, and establishing an
areawide process for reviewing locally-generated
applications for Federal funds.

Ade

Urban prablems are not limited by corporate city
limits. Adjacent cities and surrounding counties
typically are faced with parts of the same
transportation problem, or low-incame housing
shortage, or slum development. Yet, as has been
documented in numerous studies, these governments
often deal only with that portion of the problem
within their corporate jurisdiction. The Annual
Arrangement process encourages an overview and
awareness of the problems of the metropolitan
area by requiring arrangement cities to develop
a local strategy and encour ging local agencies
with overlapping respor..’hi ities to consult
each other in planning projects.

Information was collected on the extent of
metropolitan coordination in the arrangement
cities surveyed. Questionnaires returned from
50 cities indicated metropolitan coordination
in 60 percent of the localities.

Examples of such coordination include:

1. Organization of a multi-county planning body
that will be the basis of an areawide planning
camission;

2. Agreement to make a City/County Planning
Camission the coordinator and representative
of all metropolitan interests;

3. Formlation of plans for inter-local coopera-
tive agreements between a city, county and
school district in an effort to coordinate
agencies toward meeting mutual objectives;

4. Agreement calling for a city to work with the
County Planning Commission to disperse low-and
moderate—incame housing throughout the county;
and
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5. Agreement by the Southern California
Association of Governments (SCAG) to a
single review process for the entire set
of applications included under the Annual
Arrangement.

The cities of Corpus Christi (Texas), Pasadena
(California) and Rockford (Illinois) specifically
credit Annual Arrangements with having improved
their coordination of HUD programs in the
metropolitan area.

The City of Rockford, Illinois is unique in that
it was well into its second arrangement at the
time of this study. It provides a good example
of the way the arrangement process encouraged
camprehensive areawide planning and an awareness
that Rockford and the surrounding county of
Winnebago "were in the same business" with regard
to several comunity programs.

1. Rockford's first arrangement, concluded in
July 1971, was negotiated with the City, the
Rockford Housing Authority and the Rockford
Park District. Although Winnebago County has
its own housing authority and the County
Health Department is responsible for enforc-
ing building codes, they were not approached
concerning the arrangement, simply because
no one thought to include them.

2. The city's second attempt at developing a
commnity strategy brought about an awareness
that the city and county had camparable
authority in same problem areas and that
coordination would be profitable. By
thinking in terms of owverall goals and
attempting to relate projects that would
accamplish these goals (one of which was a
low-income housing plan), local planners,
in their own words, "uncovered the obvious" ——
the Rockford Housing Authority and the
Winnebago County Housing Authority were in
the same business. More to the point, this
situation also became cbvious to the two
housing authorities. In the space of a few
months, they had developed informal ties
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and were consulting each other on plans
and submissions. In addition, both
authorities were using the Planning
Camission as a coordinating body.

This process led to the negotiation of a
second arrangement in April 1972, which
included the County and recognized the City/
County Planning Camission as the repre-
sentative of all metropolitan interests.
Several items in the Memorandum of
Understanding for the second arrangement
recognize and pramote this regional
coordination:

a. The City of Rockford is to develop a
strategy and timetable to make the
City/County Planning Commission
representative of all sectors (including
minority and varying income groups) of
the Rockford-Winnebago County community.
Further, it is to dewvelop a compre-
hensive city-county low-incame housing
plan, utilizing both the Rockford
Housing Authority and Winnebago County
Housing Authority resources.

b. The Rockford Housing Authority and
Winnebago County Housing Authority are
to execute an agreement in conjunction
with the development of the city/county
low=-income housing plan, whereby the
Winnebago Authority will turn its units
over to the Rockford Housing Authority
when the land on which its units are
located is annexed by the City of
Rockford. Also, the authorities are to
adopt congruent leasing and occupancy
policies.

c. The Winnebago County Board of Supervi-
sors is to develop a comprehensive code
enforcement program, geared toward
developing the capacity of the County
Board of Health to administer a HUD
funded code enforcement program. The
County Board also is to enforce
Rockford Housing Codes in the city of
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Rockford until new codes acceptable
to HUD are adopted by the County.

3. Although the ideal might be the creation of
a single housing authority to deal with
programs for the entire community (and the
coordinating process is not always smooth),
the attempt by the two authorities to find
cammon ground is a vast improvement fram
the days when they operated independently.

In this case, the Annual Arrangement with

HUD provided a framework for the recognition
of metropolitan relationships and the develop—
ment of areawide planning and coordination of
agencies and programs.
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FINDING TEN: Annual Arrangements with States, Counties and

Councils of Governments (COG's).

The arrangement process has been expanded on a
demonstration basis to include govermment bodies
other than cities. Arrangements have been nego-
tiated with the State of Wisconsin, the County

of Hawaii and eight areawide planning organizations
in Ohio. '

Ae.

The precedent-setting arrangement agreement with
the State of Wisconsin was developed because of
the State's interest in HUD's subsidized housing
programs. The first step in the arrangement
process occurred when the HUD Area Office
negotiated with the Wisconsin State Department
of ILocal Affairs and Development and, for the
first time, agreed to provide a state agency
(other than a State housing authority) with an
allocation of public housing units. This action
led to further negotiations and culminated in a
written Annual Arrangement, signed by the
Governor and the HUD Area Director, in which HUD
agreed to "look favorably upon an application
for the use of housing subsidy money" (not to
exceed 30 percent of the Area Office's allotment
of subsidy funds for any given month). The
State, for its part, agreed. to develop a plan
and statement of priorities for the use of the
subsidy funds, including elements dealing with
environmental concerns, relocation needs, and
minority housing needs.

Three other provisions are included in the
agreement: 1) the State is to develop a plan,
to be funded by Section 701 funds, for providing
Community Development Services to small and
medium size cities which have neither the need
nor the funds for such services on a full time
basis; 2) the State and HUD are to establish a
system for interchanging various kinds of
information, such as housing market studies;
and 3) they also are to coordinate field staff
activities.

The arrangement agreement with the County of

Hawaii is quite similar to the agreements signed
by many cities. It contains a Chief Executive
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Review and Camment (CERC) provision, a require-—
ment that a county-wide affirmative action plan
be developed, and an agreement by the county
that a plan for controlling and locating future
growth and development throughout the Island of
Hawaii will be developed. HUD agreed to fund
several projects including Water and Sewer,
Open Space, and Low-Rent Public Housing.

HUD's Columbus Area Office negotiated eight
"packages" with the eight areawide planning
organizations in Ohio. The decision to nego-
tiate these coordinated packages was made in
August 1972, and the areawide planning
organizations were given one month to submit
a list of priority applications. Since this
list was on behalf of all their meambers, the
time constraints proved to be unrealistic.

In addition, the planning organizations knew
only how mach HUD money was available for the
entire state and not how much was available
for each area's "package".

1. The planning organizations themselves
proved to be too organizationally fragmented
to develop a strategy quickly. In same
cases, mambers of the plamning organizations,
dissatisfied with the priorities developed,
submitted individual applications. HUD had
made it clear, however, that funding pre-
ference would be given to the list developed
by the areawide planning organizations and
that lack of funds made it impossible to
meet all the package priorities.

2. This experience with areawide planning
organizations highlights many of the problems
a regional approach to coordination might
face under special revenue sharing. Satisfy-
ing the needs of local cammnities is difficult
because of organizational and jurisdictional
fragmentation, cambined with inexperience in
coordinating priorities and lack of knowledge
of Federal funding levels. Assured funding
levels under special revenue sharing would
alleviate part of the problem, but the
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development of local capacity to deal

with priority development is essential if
the benefits rgn areawide coordination are
to be realized.4~/

21
/Several reports in the Ocmmmlty Development Evaluation
Series focus on local experiences with supplemental funds
and with various coordinating mechanisms. The information
contained in these reports should be of value to local
governments as they prepare for special revenue sharing.
Several of the reports are joint efforts of the Department
of Housing and Urban Development and the Department of Health,
Education and Welfare. All of these reports were published
by the United States Govermment Printing Office, Office of
the Superintendent of Documents.

The reports are:

a. Coordinating Federal Assistance in the Commnity/Use of
Selected Mechanisms for Planning and Coordinating
Federal Programs, CD Evaluation Series No. 8, August 1972,
(Stock No. 2300-00206) ;

b. Use of the CDA Sign—-Off in Model Cities for Planning and
Coordinating HEW Programs, CD Evaluation Series No. 9,
Audqust 1972, (Stock No. 2300-00207);

c. The Federal Grant Process — An Analysis of the Use of
Supplemental and Categorical Funds in the Model Cities
Program, CD Evaluation Series No. 10, August 1972;

d. Iocal Government Participation in A-95 Project Notification
and Review System, CD Evaluation Series No. 11,
March 1973 (Stock No. 2300-00216); and -

e. The Changing Demand for local Capacity — An Analysis of
Functional Programming and Policy Planning, CD Evaluation
Series No. 12, August 1972, (Stock No. 2300-00209).
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4, Methodology

Information for this report was obtained from three
sources:

a. In~depth studies, based on interviews with
city officials in twenty (20) cities;

b. Short profiles of the arrangement process in
fifty-two (52) cities; and

c. Analyses of Memoranda of Understanding fram
eighty-four (84) cities.

In-Depth Studies of Twenty (20) Cities.

HUD Central Office staff and Regional and Area Office staff
conducted interviews in September and Qctober, 1972 with
local officials in twenty (20) cities?%/ whose Annual
Arrangements had, at that time, been in operation for
approximately one year. The cities were selected for
study by the Regional Offices, in coordination with the
Central Office. Selection factors included such elements
as the need to include (1) Planned Variations cities,

(2) Model Cities (3) cities that deal with separate
Insuring Offices (4) cities with different types of
government structures, (5) cities with different-sized
populations and (6) cities in different geographic
locations.

The answers to fifteen (15) basic questionsZi/ about each
of the twenty (20) cities were developed by Area and
Regional Office staff, on the basis of interviews with
local officials, city data, and their knowledge of the
comunities. Interviews were conducted with such local
officials as the local chief executive and the Directors
of the City Budget Office, the City Planning Department, |
the Urban Renewal Agency, the Model Cities Agency, the
Housing Authority, the Public Works Department, and the
Council of Governments.

22/ The twenty (20) cities are identified with an asterisk in
Table 6. |

23 a copy of the fifteen (15) questions is included as part of
the Evaluation Report Guide in Appendix A.
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Profiles of the Annual Arrangement Process in 52 Cities.

HUD field office staff completed short profilesaé/. in
September and October, 1972 for each of the cities with
which an agreement had been reached and some form of doc-
unent signed as of that time. No profiles were compiled
for the thirty-two (32) arrangements completed _between
September and October 1972 and March 31, 1973.2 The
profiles contain the following types of data about each
of the fifty-two (52) cities:

1. Coamwnity Data. Includes (a) form of city govern-
ment, (b) population, (c) brief description of charac-
ter of city, (d) city budget, (e) fiscal year budget
of independent agencies receiving HUD funds and not
included in city budget, (f) number and kinds of
HUD programs presently operating in the city.

2. Arrangement Data. Includes (a) reason for selecting
city, (b) date of initial HUD contact with city, (¢)
form (i.e., written or oral) of strategy statement
(if any) prepared by city, (d) items included in
strategy statement, (i.e., goals and objectives,
problem analysis, strategy, list of projects.) A
table was also filled out for each city listing each
project for which funding assurance had been pro-
vided and data pertinent to the size and status of
the project.

Analysis of 84 Memoranda of Understanding.

Copies of every Annual Arrangement agreement signed between
Decamber 22, 1970 and March 31, 1973 were analyzed by

the Evaluation Division of the Office of Community Develop-
ment to confirm as well as to supplement information
obtained fram the other two sources.

24/
T A copy of the profile form is included as part of the
Evaluation Report Guide in Appendix A.

25/
" Table 6 list the cities for which profiles were prepared.
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TABLE 6

List of Cities Studied for Evaluation Report

The following list indicates the fifty-two (52) cities for
which profiles were prepared as part of this report. A2an
asterisk (*) indicates the twenty (20) cities in which
comprehensive, in-depth interviews with city officials
were carried out.

Boston, Massachusetts¥*
- Fall River*

New Bedford

Springfield

Pawtucket, Rhode Island

Portland, Maine*

Bridgeport, Connecticut

Syracuse, New York*

Erie, Pennsylvania*
Johnstown

Tampa, Florida

Biloxi, Mississippi

Danville, Kentucky
Morristown, Tennessee

Rock Hill, South Carolina*
Athens, Georgia*
Winston~Salem, North Carolina

Grand Rapids, Michigan
Evansville, Indiana
Fort Wayne

Gary

Youngstown, Chio*
Milwaukee, Wisconsin*
Peoria, Illinois
Rockford*

Monroe, Louisiana*
New Orleans

Shreveport

Corpus Christi, Texas¥*
Eagle Pass
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Grand Prairie¥*
Laredo

Port Arthur
San Antonio
Waco

Ottumwa, Iowa*

North Platte, Nebraska
Charleston, Missouri*
Wellston

Butte, Montana*

Sioux Falls, South Dakota
Standing Rock Indian Reservation,
North Dakota-South Dakota

Hawaii County, Hawaii

Oakland, California*
Pasadena*

Richmond

Riverside

San Buenaventura
San Jose*

Stockton

Portland, Oregon*
Seattle, Washington
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HUD-96 (4-72) PREVIOUS EDITION MAY BE USED

U.S. DEPARTMENT OF
e m O Ta n d um HOUSING AND URBAN DEVELOPMENT

TO :  ALL REGIONAL ADMINISTRATORS DATE: August 11, 1972
ATTENTION: Assistant Regional Administrators
for Camunity Development IN REPLY REFER TO:
FrRom : Floyd H. Hyde

sUBJECT: Annual Arrangements Evaluation

The Commumnity Developmnent Evaluation Division is preparing to do a
Phase II Evaluation Report on Annual Arrangements. This report will
concentrate on what has happened in the cities as a result of the
arrangement process as well as the extent to which actions agreed to
by the parties to the arrangement have actually been performed. As
I indicated in my January 28 and April 20 memos, we hope to work
closely in this effort with those on your staffs to wham you have
assigned responsibility for evaluation of arrangements.

Attached is a copy of the revised Annual Arrangements Evaluation

Work Program, which indigates our plans to camplete field work during
August and early September. In order to prepare a national evaluation
report, we must have a completed Evaluation Report (a copy of which

is also attached) for each arrangement by October 2. Several of

your staff have already commented favorably on the Report's format,
and we believe that it may be useful for your evaluation needs.

During the next few weeks members of the Evaluation Division will be
meeting with your evaluators to discuss the conduct of the evaluation
and the extent to which field office personnel will be involved in it.

The Phase I report was well received and has proven quite useful to
Departmental policy-makers and field staff. Our combined efforts
can make the Phase II Report of equal value. Cooperation with
Regional evaluation personnel has been beneficial in the past, and
we look forward to working with them on this project. Report Symbol
CD-5 has been assigned to this requirement.

(Signed)

Assistant Secretary
for Community Development

Attachments
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EVALUATION
July 19, 1972

ANNUAL ARRANGEMENTS EVALUATION
WORK PROGRAM FOR 1972
(Revised)

Purpose

The purpose of the Annual Arrangements evaluation is to measure the
effect of a number of the concepts involved in the Annual Arrangements
demonstration, especially those that relate to special revenue sharing,
block grants and similar efforts to change the terms under which HUD
funds are delivered to local govermments. It will aim at discovering
whether a change in the delivery system can improve the performance

of HUD and of the local gowvermments with which it deals.

The revised work program below outlines the activities the Central
Office proposes to undertake in 1972. It is anticipated that much

of the data and evaluative material needed by the Central Office for
its national analysis of the impact of Annual Arrangements will be
generated by the Regional Offices in response to Under Secretary

Van Dusen's memorandum of December 6, 1971. All evaluation activities
of the Central Office and Regional Offices in this area, therefore,
will be closely coordinated to prevent any overlap or duplication of
effort.

Schedule of Ewvents

PHASE TIME PERIOD ACTIVITY

I Jan. 1-Apr. 16 Annual Arrangements Phase I
Report (Cammunity Development
Evaluation Series No. 6) pre-
pared and published by Central
Office staff. This report was
based largely on visits to
Regional Offices and analysis
of 19 completed Memoranda of
Understanding. It will be
focussed on the nature of the
arrangement process and the
different approaches being

taken in negotiating arrangements.

Apr. 17-June 30 Dissemination of Phase I Report.

Central Office staff made copies

of the report available to HUD
staff and interested local




Schedule of Events (cont'd)

PHASE TIME PERIOD
I Apr. 17-June 30
(cont'd)
I1 July 1-July 31

Aug. 1-Sept. 15
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ACTIVITY

officials. Briefings were
made to key policy-makers
outlining the report's find-
ings, discussing the policy
issues raised, and presenting
action alternatives.

Preparation and Selection of
Cities. It is not expected
that all cities participating

in the Annual Arrangements
demonstration can be included
in the Central Office evalua-
tion due to the workload that
will be involved. In selecting
a sample of cities to be studied,
the Central Office will coordi-
nat