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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTONM, D C. 20028

B-118754

To the President of the Senate and the
Speaker of the House of Representatives

This is our repert on enforcement of housing codes by the
Department of Housing and Urban Davelopment and how it can
help to achieve the Nation's housing roal.

Our review was made pursuant to the Budget and Accouhting
Act, 1921 (31 U.S5.C. 53), and the Accounting and Auditing Act of
1950 (31 U.8.C, &7),

Copies of this report are being sent to the Director, Cifice
of Management and Budget, and to the Secretary of Housing and

Urban Development, )
<) b
£ ® %W

Comptroller General
of the United States

BEST DOCUMENT AVAILABLE
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COMPTROLLER GENERAL'S ENFORCEMENT OF HOUSING CODES:
REPORT TO THE CONGEES. HOW IT CAN HELP T3 2CHIEVE

~LnLt
THE NATION'S HOUSING GOAL
Department of Housint and
Urban Development B8-118754

DIGEST

WHY THE REVIEW WAS MADE

The Nation's housing goal--a decent home and a suitable 1iving environment
for every American family--remains unachieved. Recognizing this, the Con-
gress directed that communities, to be eligible for Federal housing pro-
grams, adopt and enforce codes to prevent detericration and decay of hous-
ing and stop the spread of blight.

Te assist communities financially in enforcing housing cndes, the Conaress
- established the Code Enforcement Grant Program, administered by the Depart-
! ment of Housing and Urban Development (HUD). ‘

Because of the increasing corgressional and public concern about deteriora-

tion of existing housing and spread of urban blight, the General Accounting
Office (GAQ) examined into HUD's progress in

-~stimulating communities to adopt and carry out local code enforcement
programs and

--using Code Enforcement Grant Program funds to assist communities in com-
bating housing deterioration.

FINDINGS AND CONCLUSIONS

Ineffective local code enforcement

Housing deterioration and decay have not been arrested because communities
have not enforced housing cades effectively. HUD has not used its fegisla-
tive authority to stop funds for other Federal housing programs until com-
munities adopt effective Iocal ccde enforcement programs. Of the 29 com-
munities included in GAQ's review, 28 did not have effective citywide

Tocal code enforcement. (See p. 9 and 12.)

Community resistance to adopting and carrying out local code enforcement is

a difficult problem, causing HUD to emphasize construction of Tow- and
moderate-income housing and to give a low priority to code enforcement.

This means that HUD is continuing piecemeal, sporadic thrusts at a problem
which must be attacked in all its aspects simultaneously. (See pp. 12 and 20.)

Because the shortage of low-income housing is a serious problem in the
United States and because it is more difficult and expensive to cure tran to

f
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prevent slums, HUD should strive for the MNation's housing goal not only by
in ing the supply of housing but also by insisting on the adcption of
ef v2 lecal code enforcement to preservas and upgrade existing housing.
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A new procecure adopted by HUD's Detroit Ar
c

Office might improve local
ade enforcemont, In D‘E*‘Y‘“"* HUD requ ires +

3
hat a home be inspected and

s a condition to graniirg Federal
nce. (See p. 17.
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Federal coce erferzement misused

The Conqress had authorized about $173 millicn for 151 code enforcement
projects as of June 30, 1970. The objectives of the program--preventing the
sprea ad of blight and preserving good nzichberi-ads--could have teen enhanced
if

--HJD had aporoved projects only in zrzaz .“are housing vas basically
sound and could have been restored by zrr.rcing codes and

--HUB had administered the program more =2fficiently. (See p. 25.)

HUD's criteriaz for selecting code enforcament areas were Tn&deQUutE. Al-
though HUD nac evidence that extensive deterioration existed in proposed
project areas, it approved projects for inappropriate areas.

GAO's review of 10 projects in two HUD regions showed that three were in
araas aprronriate for code enforcement anc seven were in areas obviously
nore apprepriate for rehabilitation or regevelooment. These seven projects
represented a cost to the Federal Government of 313.5 million.

The extent of deterioration in some project areas selected by the communi-
ties and aprroved by HUD--coupled with the low incomes of the residents--
precluded succasstul completion of the projects. (See p. 27.)

The objective of total ccde corpliance within 3 y=ars often was not achieved.
At June 32, 1970, almost 5 years aftar approval of the first oroject, no
projects had bcen compieted altnough 51 had boen in existence more than

3 years. A year later, 16 projects had bzen zcmdieted 2lthough 92 had been
in existence movre than 3 years. Delays in coupleting projects resulted, in
part, GAO believes, bacause projects were not

--adequately staffed on the basis of adeguate plans and
--adequately monitorad by HUD. (See p. 45.)

Public improvaments cucremphasiz2d

HUD aLt wcteﬂ ro imnreve housing by spending il lions of dollars for public
irprovisents Trayi, 7 enrinis, rega ving cidavzlicl ete.) under the Code En-
forcbu;nt Seenn eoe L. Much of e C'“‘daﬂ@ 15 questionable because the
fmprov=rzats 2 Tittie ovfect ir 2chieving The orivary adals of code en-

d
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In three HUD regions 35 code enfornement profeste ancroved as of June 30,
197G, included 323 million for street znd aliey improvements. It is ques-
tionable that such imorovements are nscesgary to stabilize neighborhoods and
arrest blicht. Sizabie areas of ranv cciionities jack paved streets and
allevs. and their absence may rot recassarily bz a significant ractor caus-

a3
ing blight. Sound., as well as h]zahted, nelghborhovdd lack such jmprovements.
{Sre - E3 )
VIEE e a0y

Althcuch the emphasis ¢f the Code Enforremsnz Pw:n% Proaram was to be on im-
provesznt of housirg and not on ruolic iw~wovenerts, HUD approved about

$131 million--about 54 percent of all coce enforcenent funds--for public im-
provements.  (See p. 51.)

If public improvement s l?ni%ff to minimal amounts as in-
tended by the Congres>« 0 2 1 miilicn couid have been used for the
primary purpose of code cnvorcs - L--imnpoyirert of ncusing.  (See p. 51.)

(U
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RECOMVELDITTONS O/ SUSEI3TI0NS
4,

The Sacretary of HUD chould:

1 zode anforcement and, in view of
a thq ”“'1tive aspects and the bene-
ctive con2 antorcement.

--Emphasize the need for effective To
the Tack of public accepience, prom
fits to individual homecwners of eff:

ccomnlistaent s rrerecuisites to approval of

communitices® £lans to eliminatz and nrever: ¢ spread of blight through
local cede enfercemant procrams

--Apply, nationwide, th2 new reauircrent i1itiated by the HUD Detroit Area
Office for cnde inspection and cbmpsxdnLL as a concition for FHA mortgage
insurance. (Sce p. 21.

~—

The Secretary <hould reomphasize the slum orevantion cbhjective of code en-
forcement; tha orooram should b2 usad only i» those areas anpropriate for
preventing housing detericraticon. To ceé~ry cut this policy, tne Se"retary
should have criteria astablished reguiri-c trat concidaration bes given to
the degree of deferiorat on in structures 27tinated to have code violations
and to the ircome levels of property ceners in propesed code enforcement
project areas. (See p. 40.)

The Secretary should also

-~have work standards established so thet stafiing needs of communities
may be realistically cppraised and

--requiire close rmonitoring ard -~aviewing 2f cocde enforcerent projects by
all HUD area of7ices. {Se2 n. 23.)

\,s._.
Finally. the Sa¢crerary <hould have o o duroe ostahlished to provida for 2
1Ire crfhnc:' review of veaveste for ;oovdis CooupovecInii. TC WL 30, HULD

Lt
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eds to revise its criteria to provide sufficient and adaguate guidance for
¢noveind public improvements in code enforcement projecis. (Jee p. 62.)

POTTICY ACTINNS AND UNRESOLVED ISSUES

fn Anril 1A, 1971, GAQ furnished HUD with a draft of tiis report for raview
ans correent.  un Novembar 18, 1971, GAQD received HUD's comrents which are in-
clivad as appendix I to this report. GAQ's evaluations of HUD's comments
voi ity to the specitic findings and conclusions are presanted as part of
L8 rEport.

I+ Februzry and March 1972, GAO obtained comments from the cities identified
n “i37ussed in the report and considered them in finalizirg the report.

§ N os~dd that local code enforcement had a vital role in attesnts to preserve
- Toonvaus st tha cities and that lccel code enfercrnnnt progrzns had
wooeat Pretrece in meeting statutory objectives. More needs to be done,
' . an? T o wlans to work with the cities to develop trair technigues
~  znn ocsooacities for avaluating the adeguacy and effectiveness of local code

sapseouent zotivities. (See pp. 21 and 23.)
ir cevornting on the rederal Code Enforcement Grant Program, kUD said that,
gitouurs Gal's report and recommendations provided a useful analysis of the
¢t ~rrarcement proaram and identified several important areas needing im-
A SR in progvam management, it tendad to obscure the basic accompiish-
(- 7c 27 the proaran. HUD said that thers woere basic national problems and
"G'aiutfiGS et the co mmunity level in achieving local code entorcement.
{so2 pp. 22, 23, and 41.)

[+ U0's opinion, the code enforcement pregram has become a steadily more
areuustive means of conserving the Nation's housing supply. To further im-
prove s procram, HUD stated that management improvements and administra-
tive chinges were plannad. (See pp. 41 and 50.)

fecivice o GAO's pesiti

tnou e oaforcssent prodzcts, nLD said that public improvements were impor-

ta nt vy ths succtess of the program and, in scme cases, essential public im-
fooFnts vere @ key Lo rhe SLCCESS of the projects. HUD said also that it

238 2vi2aing its present poiicy and expected to provide clearer guidelines

25 pzot of 1ts overall review of the program. (See pp. 63 and 64.)

on that public improvements have been overemphasized

1

ti
0

G5 TR COXZIPITATICY BY TEE CCNGRESS

PR PP RS S AN o)

This rapo ort discusses opportunities for HUD to accelerate the progress of
- corruaitics in attainin2 the raticnal housing goai through local and Federal
coda rooyesmint proarams



CHAPTER 1

NATION'S HOUSING GOAL

A decent heme and a suitable living enviromment for
everv American farily.-is the Nation's housing goal, set by
the Congress in 1949, The goal remains unachieved.

The 1660 census report showed that, of the Nation's 58

million housing units. 11 million, or 19 percent, were de-
teriorated and dilapidated. The Bureau of the Census de-
fines a detaeriorated nouse as one having cne or more non-
struc es bad stems, or

ctural defects, svch as shaky porch
rackad walls, and & delsnidated house as one having serious
struntural damage reguiring extensive repair. The Secretary

of Housing ard Urban Dovelopment described the MNation's
precent housinz problem as very serious and sta
1969 that existing hovsing was deteriorating £
the Nation was building new units.

ted, in July
aster than

When the national housing goal was established, the
erniral thrust of Federal effort was twotold, eliminating
urtan slums and increasing the supply of new housing. Al-
thouzh new copstriction is necessary to increase the supply
of housing, it is vitally important to preserve existing
housing to prevent slums. To do this, the Congress broad-
ened Federal programs. Step-by-step Federal involvement be-
gan with the urban renewal progran.

Urban renewal {first called the slum clearance and com-
minity developmart ond redevelopment program) was estab-
lished by the Housing Act of 1949 (42 U.S.C, 1441). It in-
volves acquirirg and clearing properties, rehabilitating
existing structurses, relocating residents displaced bty pro-
gram actiwvities, and redeveloping clearad land by public or
private developers. Urban renewal has been continued by
various amendments of housing legislation as an important
step in combating the Nation's housing problem.

The Congrnss also recocnized that an isportant further
step was thz nrevantive V“DIQWCh~~EJViif hov;es bhefore thev
could deteriorate inte - sium condition and promote neigh-
borhood bilizhi. Thus, undey the Pousing Act of 1924, the

: BEST DOCUMENT AvAILAg
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Congress directed that Federal housing pnrograms include not

nly slum clearance and redeveloprment but also conservation
and rehabilitation of blighted, saivageable areas. The act
of 1954 called for communities to develop local plans of
action to stop blight.

To further emphasize the preventive approach, the Con-
gress approved two mrograms under ths Housing Acts of 1964
and 1965, First, to be eligible for participation in cer-
tain HUD programs, communities must shovw progress in helping
themselves bv adopting and enforcing houzing codes (local
code enforcement) to reduce the rate of deterioration. Pro-
grams of local code enforcement zra rinanced entirely by the

cities, HUD deoes not provide Fedarzl rincncial assistance
for such efforts, Second, Federrl finoncial assistance was
authorized for cosmunities to assist them in intensively en-

forcing housing codes in selected aresas {(Code Enforcement
Grant Program),

At June 30, 1970, HUD had approvad about $173 million
as the Federal CGovernment's share of the cost of 131 code
enforcemant projects. (At June 30, 1971, HUD had approved
about $250 million for 197 projects,) In communities having
a population over 30,000, HUD pays two thirds and the com-
munities pay one third of project costs, Communities having
a population of 50,000 or less pay 25 percent. Project costs
include planning and administration, inspecting structures
and ensuring that they are brought into compliance with
housing codes, Zdemolishing unsound structures, and improving
public facilities.

In addit
grants and ma
as follows:

ion to awarding the above funds, HUD awards
kes leoans directly to residents and businesses,

~~Rehabilitation loans, at 3-percent interest, and re-
habilitation grants zre awvarded to property owners
under code enforcemant projects to help them finance
repairs need=d to bring their properties into com-
pliance with housing codes.

) 1 AvAlLnoLE
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The following table shows the amount of these grants and
loans at June 30, 1970,

e

Type of assistance Obligcations Disbursements
(millions)
Rehabilitation grants 8 64.5 $20.7a
t loans 50.0 48.0
Releocation grants 7.2 .6
Total $121.7 ' $69.3

|

a . ; .y
Includes amounts disbursed by HUD to communities but not
yet paid to loan recipients.

We have examined into HUD's success in

~-stimulating communities to help themselves by adopting
and enforcing adeguate housing codes and

--using Federal code enforcement funds to assist com-

munities in combating housing deterioration and ar-
resting blight.

SCOZE OF REVIEW

Our review was performed at the HUD central office in
Washington, D.C., HUD regional offices in Chicago, Illinois;
Kansas City, Missouri; and Seattle, Washington, and HUD area
offices within these regions.

We reviewed:

-~Federal laws requiring local code enforcement and
authorizing the Code Enforcement Grant Program.

~-~-HUD's policies, procedures, and administrative regu-
lations applicable to local code enforcement and the
Code Enforcement Grant Program.

~--HUD and local community correspondence, documents,
statistical records, and other pertinent data.

P AR TS »(“M,.Tovm—‘
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We visited various communities within the jurisdiction
of the HUD regional offices and interviewed HUD and city of-
ficials responsible for the administration of local code en-
forcement. We also accompanied HUD and city officials on an
inspection of selected properties and public improvements.

Our review was limited to analyzing and evaluating 35
code enforcement projects in three of the 10 HUD regional
offices. We also studied information on existing local code
enforcement programs in 29 communities in these three re-
gions, We reviewed HUD's internal reports and the studies
of recognized housing experts on the nature and condition
of code enforcement in other HUD regiomns.
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CHAPTER 2

INEFFECTIVE LOCAL CODE ENFORCEMENT

In major cities throughout the United States, housing
is deteriorating because the cities are not effectively en-
forcing housing codes. HUD provides no financial assistance
to communities for local code enforcement, and such enforce-
ment is financed entirely by the communities.

HUD has continued to provide funds for other Federal
housing programs although the law states that such zssistance
shall not be provided unless effective local code enforcement
programs are adopted and enforced. By continuing this assist-
ance, HUD has not used its most effective means of inducing
cities to adopt and enforce local code enforcement programs.
Until local code enforcement is adopted and enforced, the
Nation's existing housing will continue to decline and in-
crease urban slums.

HOUSING CODE ENFORCEMENT AND
FEDERAL INVOLVEMENT NEEDED

In 1960 the Nation had 11 million deteriorated or di-
lapidated dwelling units. In 1969 the Secretary of HUD
reported that the existing housing supply was deteriorating
faster than it could be replaced.

An example of this problem is the increase in deteri-
orated and dilapidated housing in the State of Michigan. 1In
the past decade dilapidated housing has almost doubled, from
an estimated 85,000 units to 158,000 units even though,
during the same period, 7,000 dilapidated units were demol-
ished, in Detroit alone, under HUD urban renewal programs.

A 1969 Michigan study reported that over a million Michigan
residents were living in deteriorated or dilapidated struc-
tures.,

For almost two decades the Federal Government has been
concerned with the spread of housing deterioration. In 1953
the Congress recognized that slums were being created faster
than they were being eliminated and that Federal slum clear-
ance efforts added to the problem of urban sluns by forcing
displaced families to crowd into other substandard housing.



About the same time the President's Advisory Committee
on Goverrment Hevoing Policies and Programs reported that
there was no justification for Federal assistance unless
cities challenged the vhole process of urban decay. The
Committee concluded that it was necessary to expand Federal
housing programs, irom piecemeal thrusts at scattered pockets
of slu:s, to broad integrated campaigns stretching across the
whole spread of urban blight from the earliest symptoms to

the last stages of decay.

7
7

Acting cn these conclusions, the Congress passed the
Housing Act of 1954 to encourage cities to 27c¢nt locally
financed programs of code enforcement dir:ic.cd tonard pre-
venting rapid deterioration in existing housing. Under the
act HUD recuired that, as a prerequisite for participation
in certain 0D ,rorrﬂms, the cities obtain its approval of
plans (called anbio programs) outlining their attempts to
eliminate and prevent the spread of blight. As an integral
part of such plans, HUD required cities to adopt housing

codes.

To strengthen and emphasize local code enforcement, the
Congress passed the Housing Acts of 1964 and 1955 specif-
jically reqniring that cities, as a prerequisite for parti-
cipation in certain HUD programs, adopt and enforce minimum
h0ﬂ€1n0 rndnb as part of their workable programs. Federal
financial .»ssistance, however, is not provided for local
code enforcement.

Reghgnlzlng that communities have to be prodded to
adopt and enforce housing codes, HUD requires that each com-
munity seeking to participate in certain programs submit a
workable program for HUD approval every 2 years. To evaluate
communities' self-help efforts, HUD reviews their workable
programs to determine whether they have made prcgress toward

~-adopting comprehensive systems of housing codes and
citywide enforcement programs to reduce the rate of
deterioration taking place and

--developing progrems to meet the reeds of leow- and
moderate-incor: housing and the necds of persons
displaced by gcvernmental acticns,

BEST UULuiinl AyAlnsLE
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HUD must be satisfied with communities' progress before
approving and certifying their workable prosrams. ilcse
certifications are necessary if communities are to be eli-
gible for other urban renewal programs.

11



IOCAL HOUSING CODES NOT ENFORCED

Although commuinities nationwide have made impressive
gains in accpting housing codes, HUD has not been successful
in gettiing .non. o enforce local housing codes because:

--HUD has not cmphasized the need or requirement for
effective local code enforcement,

-~-HUD has accepted promises rather than action.

--Cormmirities have resisted the enforcement of housing

|
COUCs.

Of tho 2% coomunities included in our review, 28 did
cit "“1de code enforcement, and HUD

not have ef , N
officicls s4'a that few communities in the Nation had effec-
“tive code entervcavent., Why? We believe a primary reason
for this iracticn is that, for the past several years, HUD

T

fflree have been emphasizing the construction of
low- arg wodorn-te~income housing and have given local code
enforeement o low priority,

HUD is emphnsizing construction apparently because
certain pricy ¥UL crograms, intended to increase housing,
have reduced heusirg., In October 1970 we reported to the
Congress thit, although HUD's housing programs had resulted
in the building of 126,000 housing units in 324 cities, its
urban rencwal prezrams in these same cities had resulted in
the demolicion of 214,000 units, a loss to the Nation of
88,000 units.*

HUD oificials said that code enforcement had not been
deemphzaclized as 2 matter of policy but that, in practice,
less «rphacis hal been pleced on code enforcement than on
constructicn of low- and moderate-income housing because

pportunity To Trprove Allocation of Preogram Funds To
tter 2ot the Miticnal Housing Geal," B-118754, Oct. 2,
70
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communities. resisted enforcing housing codes. This resis-

tance i1s due tTo some very real obstacles:

~--Lack of public acceptance,
~~Lack ot oclitical leadership and support.
--Lack of resources.

In discussing code enforcement, officials of several
cities told us that homeowners were not very receptive to
code enforcement. Some officials said that property owners
were greatlv opposed to it. Others said that the public was
not interested because it saw no benefit from the city's
enforcement of housing codes.

— - —

Examples cof inadequate local code enforcement and HUD's
lack of emphasis on code enforcemant are found in Minneapolis,
Minnesota, and Detroit, Michigan. The HUD area office in
Detroit, however, is trying to obtain code enforcement by
withholding mortgage insurance on housing units until assured
that housing codes are met for those units,

Minneapolis

At the complétion of our fieldwork in December 1970,
Minneapolis had made little progress in establishing and
carrying out a local code enforcement program. To summarize,
the city had:

--Prepared a 20-year plan for enforcing codes throughout
the city. (HUD reviewers considered this plan to be
wholly inadequate because of the extensive time in-
volved in completing an initial inspection of all
properties in the city.)

~-Furnished data that HUD found useless for evaluating
the city's reported accompiishments,

Despite these deficiencies HUD continually approved the city's
workable programs.

Prior to 1966 Minneapolis had concentrated on inspecting
multiple-housing units and not owner-occupied, single-family

13
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housing even though Minneapolis is a city characterized by
homeownership. In October 1956 Minneapolis submitted its
workable program with a code enforcement plan calling for
inspection of all oroperties within 20 years. Although the
20-year period iz unacceptable by HUD standards, which
required all promerties to be inspected during a much shorter
time, HUD approved tha workable program without indicating
any dissatisfaction.

™
SNy

Because the city submitted data which did not permit an !
evaluation of its inspection activity, HUD requested ihat the
next workable program show where inspections had beon made
and violations hacd been cited and corrected. In Septerber
1967 Minneapolis partially satisfied HUD's request by sub-
mitting a map of the areas scheduled for code enforcement
from 1966 through 1971, The city also reported those neigh-
borhoods where housing had been inspected but did not indi-
cate the number of housing units inspected or brought into
compliance, Thercfore HUD could not determine the city's
prograss under the plan,

After reviewing thz city's workable program, HUD, in
November 1967, requested and subsequently received additional
information on the city's inspections. At the time of its
vequest for information, HUD also told the city that the
duration of its plan was too long. However, HUD again ap-
proved the workable program.

When Minneapolis submitted its next workable program in
February 1969, the data on housing code inspections and com-
pliance progress could not be used to evaluate the city's
code enforcement efforts because, according to a HUD official,
the data was obviously erroneous, Although HUD requested and
received additional data, it was no more useful than the
original data. Nevertheless HUD approved the workable program
with certain conditions because, according to cne HUD official,
time ran out and HUD did not wish to delay its approval any
longer. In its next workable program, the city was to

-~-develop a communitywide systematic plan for housing
code enforcement and

--report inspection data by housing units, showing the
number inspected, these in vieclation, and those
brought intc compliancz.

i4
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When we completed our field review in December 1970,
HUD was reviewing Minneapolis' latest workable program.
HUD's conditions had not been met. After subsequent inquir-

ies HUD obtained additiocral Ha*a which showed that only

& percent of the housing units had been inspectzd in ithc
first 5 yecars of th_ 20-year plan, HUD concluded that, when
completed, the ciuy’s prozram would cover only 20 parcent of
the city’s housing units,

In June 1971 HUD recertified Minneapolis' workable

progzzam with the conditions that the city (1) ;_o"iée 0
low-incom= housing units within the next 2 vears, (2) estab-
lish a ciiizens advisory conmittee to assist fn czrrv?», Lt
its housing programs, and (3) revise its housing cod
Shortly th-reafter the city took action on the last iwo
conditions.

In February 1972 we met with Minneapolis officials to

ic
discuss their lecal code enforcement program, Tfhey told vs
1{,11_‘

that the city had made progress in code enfercement and th
its largest gains czme after 1969. They exprensed their
belief thwu the city weould inspect all itc honsicre withio 10
yaars but that it probably would take longer to chtaln <in.
b4 PT Y

liance. e ci urnished us with information winich stowed

lianc Th ty £ hed th 1t stowed
that, in the 7 years prior to 1972, 32 percent of the city's
housing units had been inspected, 8.4 percent beirg com-
pleted in 1571.

Decroit

Through February 1971 Detroit had made little progress
toward acopting and caryying out a code ernforcement program
that would even hold the line on housing deterioraticn,
mach less overcome the problem. The city had:

~--Concentrated on inspecting rental units with little
empnasis on owner-occupied units represerting over
50 percent of the c1ty‘s dwelling units,

o increase its inspection staff so that its

—~—b
i o pl&n could be allCCE}Sthll}f 5.m91.-: nented

ailed
nspact
T
--Sutmittnd inspection deta that HUD could nct use for
evaluavisz vt clty’s progress | o '
C[JEJC e
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HUD concinuzd ~norovieng the citv's workable programs because
the city promised to take corrective action and to provide

L.
additional luv~ -nd moderate-income housing.

After a revicw of Detroit's code enforcement program in
1968, we reported o HUD that:

~--At the rate it was carrying out inspections, Detroit
would vequire over 20 years to inspect every residence

and that, v tho time eniorcement reached many areas,
blignr vouia have worsened and numerous costly Federal

,Q

urban weratil nrojects would be needed.

~=HUD =722 2 r o pnsition to determine whether the city
was makine :vogress tecause Detroit had not refined
and brcken cwown its reporting of inspections.

When ve complcied »wr review in 1968, HUD officials told us
that, baa ore a~proving Detroit's next workable program, they
would regul.r. tue ity to establish and properly staff a
citywide code enicrcement program that would be completed in
10 years,

Our current reaview indicates that HUD has accepted
promices withwut zction, From August to December 1968, HUD
personnel woried unsuécessfully with Detroit officials to
increase the numbe: ol housing code inspectors emploved by
the city, HID's vu-wﬁgo Regional Office approved the work-
able program in [ecamonar 1968 because Detroit promised to
undertaks o intinsive reeruiting program to hire 15 in-

imrodiazely and to provide for additional inspectors
in the next city budzer,

HUD Headguartere quastioned vwhether Detroit was meeting
basic statutory requivemants for adopting and enforcing
s

4.b

housing ccdes. Desplite these doubts Headquarters endorsed
regional =pp-oval of Letroit's program because it was uncer-
tain wha*he» the citv "zd teen properly notified that correc-

tive action was nreces-ar

<

&
Althour> it <ndor-ed the UraoLaﬂ, fleadquarters re-~

gquired -7 Dotr~is mrovids the stars needed to achieve com-
pliance «io~ r: or-os3, Letrolt pTon sed to take action,
bur, in Loc¢ sr 1999, rueritted fts workable program again

16
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without having increased its inspection staff. Moreover

the city's report of its inspection progress showed that

to inspect all properties would take 28 years, a period of
time far in excess of HUD's standards for initial inspections.
As a result HUD, wzaitine for Detroit to increase its inspec-
tion staff, did not approve Detroit's program for 4 months.

In May 1970 HUD approved Detroit's workable program
without obtaining the required corrective action and without
discussing the neced for code enforcement. Instead, HUD
approved the program on the basis of Detroit's promise to
expand its supply of low- and moderatz-income housing. We
believe that this approval reflects HUD's emphasis on new
housing, rather than cn code enforcement, and its willingness
to provide urban renewal assistance without requiring effec-
tive local code enforconent, The Director of HUD's Detroit
Area Office in approving the program stated:

"The certification of Detroit's [Workable] Program
*%% was fundamental **%* to moving ahead with
critical Federally-assisted urban development
programs in the city."

* * * * *

"It was the city's commitment to expand the supply
of low- and moderate-income housing by some 2,300
units by 1971 that allowed us to recertify Detroit's
program and while we are pleased with the city's
progress I would like to convey the urgency of
continued efforts in this area ***,"

In December 1970 the area office and the city of Detroit
established a requirement to withhold approval of FHA mortgage
insurance on a housing unit until both city and HUD inspectors
certified that the housing unit met the city code. Previously,
some FHA-insured homes were sold with numerous code deficien-
cies. In Detroit a HUD official told us that the new require-
ment could be expected to bring most housing up to code
standards within 10 years, because the mortgages of about 90
percent of all homes sold in the city were insured by FHA,

In February 1972 we met with Detroit officials to
discuss their code enforcement program and they agreed that

17
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Detroit had made little progress until the beginning of

1971. An official said, however, that after about March
1971 Detroit had made significant and substantial progress
in cocde enforcement. Also the city had trained about 35
inspectors and about 16,000 homes throughout the city had
been inspected and brought into compliance with the code.

The officials indicated that the present inspection
program satisfied the commitments made by the city for a
systematic code enforcement program as part of the workable
program. Inspections currently reach all areas of the city
and approach HUD'!'s goal of broad-baszed code enforcemsnt
throughout the city. The Detroit officials said that Detroit
would still be struggling to achieve some progress in code
enforcement had the newspapers not given wide coverage to
the poor state of housing in Detroit and to the current
deficiencies in HUD's low-income housing programs.

Other communities

We found similar conditions--HUD's lack of emphasis on
local code enforcement and acceptance of promises without
action--in other comnunities, as discussed below.

Seattle Region

In July 1969 HUD's Seattle Regional Office approved the
Salem, Oregon, workable program even though it had accom-
plished very little in local code enforcement. City officials
told HUD that code enforcement had been limited by planning
problems, lack of manpower, and the use of manpower for
federally assisted programs other than code enforcement. HUD
approved Salem's workable program, however, because the city
submitted a new code enforcement plan. One year later, the
city had not implemented its latest plan but reassured HUD
that it planned to do so,.

In February 1972 we obtained the comments of Salem
officials on their local code enforcement program. They
concurred with the above facts but added that after our
field review, the city had increased its ius lon staff

and begun verforming ncde inspactions on a s% atic basis,
The officizls also express.d the opinion that l*qreased code
enforcoment weuld Love a linived teneficinl inmpuct without
suTe JSovm ol prant or Jean assistance,



Kansas City Region

In the Kansas City Region, three cities (Wichita,
Kansas; Joplin, Missouri; and St. Louis, Missouri) had not
met HUD's requirement for citywide code enforcement, but HUD
continued to approve their workable programs., HUD officials
told us that failure to meet all plans and objectives of a
particular workable program was not generally considered
grounds for disapproval as long as reasonable progress was
made. The officials described reasonable progress as a
"judgmental thing.,"

It February 1972 we met with city officials of Wichita,
Joplin, and St. Louis, and obtained the following comments
on their local code enforcement programs.

--Wichita officials said that our findings incorrectly
implied that the city did not attempt a citywide
code enforcement program, They stated that the city
enforced its code, citywide, both on a complaint
basis and by initiating action on the worst housing
in all areas of the city. In our opinion, such a
program does not provide comprehensive and systematic
enforcement, as required under the workable program.

~~Joplin officials generally agreed with our statements
and said that financially they could not afford to
implement a citywide code enforcement program., They
said also that their present code ‘enforcement effort
consisted of one full-time housing counselor who
tried to ensure that dilapidated structures were
demolished.

--St. Louis officials said that, because of the arbi-
trary guidelines set out by the Congress, it was
necessary to put promises in the workable program to
get HUD approval. They said that the city did not
intend to carry out these promises and HUD did not
intend to enfocrce them,

19
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CONCLUSIONS

Housing deterioration has not been prevented because
most communities have not adopted and carried out effective
code enforcement. Contrary to the intent of Federal legis-
lation, HUD has continued to approve workable programs with-
out ensuring that the cities have effective code enforcement.
Cities were certified as eligible for Federal assistance
when, in our opinion, they were ineligible.

Communities have resisted the enforcement of housing
codes because resources, political leadership, and public
acceptance are lacking. Perhaps the greatest of these ob-
stacles is public disinterest in, and unwillingness to ac-
cept, comprehensive inspection and forced compliance with
housing codes. We believe HUD realizes that these factors
critically limit effective local code enforcement. However,
HUD has not given adequate consideration to overcoming these
obstacles.

HUD has emphasized construction of low- and moderate-
income housing and has given a low priority to code enforce-
ment. Thus, in our opinion, HUD is continuing piecemeal,
sporadic thrusts at a problem which must be attacked in all
its aspects simultaneously.

The shortage of low-income housing is a serious problem
in the United States, and we do not suggest that programs
for increasing low-income housing be downgraded or deempha-
sized. Although code enforcement will not add to the supply
of housing, it can prevent existing housing from rapid dete-
rioration which, if not stopped, will result in more slums.
Because it is more difficult and expensive to cure than to
prevent slums, we believe that HUD should strive for the
Nation's housing goal not only by increasing the supply of
housing but also by insisting on the adoption of effective
local code enforcement to preserve and upgrade existing
housing.

For 17 years Federal legislation has directed HUD to
ensure that communities undertake effective local code en-
forcement. HUD has not achieved this goal. We believe that
HUD might be more successful if the procedure recently
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initiated in Detroit--withholding of mortgage insurance
until code violations are corrected--is applied nationwide.

RECOMMENDATIONS

We recommend that the Secretary of HUD:

--Emphasize the need for effective local code enforce-
ment and, in view of the lack of public acceptance,
promote the positive aspects and the benefits to
individual homeowners of effective code enforcement.

~-Set minimum standards of accomplishment as prerequi-
sites to approval of communities' plans to eliminate
and prevent the spread of blight through local code
enforcement programs.

--Apply, nationwide, the new requirement initiated by
the HUD Detroit Area Office for code inspection and
compliance as a condition for FHA mortgage insurance.

AGENCY COMMENTS AND OUR EVALUATION

On April 16, 1971, we furnished HUD with a draft of
this report for review and comment. On November 18, 1971,
HUD replied that:

~--Local code enforcement had a vital role in attempts
to preserve housing throughout the cities.

--Local code enforcement programs had made real progress
in meeting statutory objectives.

--0Over 2,400 communities had certified workable pro-
grams as of December 31, 1970.

~-Program activities had been responsible for the in-
spection of over 1 million housing units since 1965.

--Code enforcement programs and related HUD efforts
have been effective partners in the effort to save
blighted areas.



HUD noted that, in its recent rzorganization and decen-
tralization, it had brought together 12 community develop-
ment programs. These programs, according to HUD, can now
be more effectively cecordinated and permit a supportive
approach to the urgent Zroblems of urban decay.

HUD said that our report scemed to substitute a highly
idealized wish for a realistic evaluation of actions actu-
ally possible. Code enforcement legislation reflects con-
gressional recognition c¢f the operational limits inherent
in traditional local code enforcement. HUD's workable pro-
gram policy is designed to require compliance with statutory
requirements and such improvements as can reasonably be ex-
pected. HUD said that our report made little reference to
the broad national problems that beset central urban areas
and that represent social and economic issues far beyond
the resources available in HUD programs.

Local code enforcesment is beset with serious problems
which, HUD balieves, are inadequately acknowledged by our
report. Perhaps the most serious problem is the actual im-
pact of regular local code enforcement in deteriorating areas
in cities where it has been used. Often it simply aggravates
the situation and leads to abandonment. HUD has studies
showing that this has happened in Cleveland, St. Louis, Chi-
cago, and several other cities. When an area is deteriorat-
ing, it is difficult or impossible to obtain cormercial fi-
nancing for extensive rehabilitation and investor-owners are
unlikely to commit wore capital to an already questionable
investment. So, when a city enforces its codes in these
areas, owners are unable to meet the costs and they either
move out or terminate all operating expenses.

HUD concluded that:

--The day-to-day operation of a local code enforcement
program is, for the most part, an exercise in frus-
tration to city officials.

--Even the most highly motivated and efficient adminis-
trator must act with considerable restraint if en-
forcement of housing codes would cause harassment
and eviction of families.

i
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-~The limited financial resources of owner-occupants
and the low return to investor-owners are primary

roadblecks to an efficient code enforcement programn.

HUD acknowledged that it needed to do more, and it
planned to work with the cities to develop local techniques
and capacities for local evaluations of the adequacy and
effectiveness or code enforcement activities.

We recogniza that communities have made impressive
gains in adopciry housing codes. However, of the 29 comunu-
nities we revierad, 28 were not effectively enforcing hous-
ing codes and FTD officials told us that few communities in
the Nation enforced lccal codes effectively.

As evidence of progress in the workable program, HUD
said that 2,424 communities had certified programs; as of
December 31, 1970. This figure, however, includes 446 com-
munities that applied for but had not received certification.
Also over 1,40C communities have dropped out of the workable
program and have allowed their certifications to expire.

HUD discussed at length the problems facing local code
enforcement programs and stated that, in its opinion, our
report failed to give sufficient recognition to these prob-
lems and to the actions actually possible. On page 13 we
point out that thzre are some very recal obstacles to achiev-
ing the goals orf local code enforcement and that we do not
intend to minimize these problems. We recognize the dif-
ficulty in developing answers for obtaining effective local
code enforcement.

In our opinion, one of the major reasons for these prob-
lems is the attempt by communities to enforce housing codes
in areas so deteriorated that it is neither economical nor
feasible to improve housing through a code enforcement pro-
gram. And this 1s one reason investor-owners abandon hous-
ing. The purposc of code enforcement is to prevent housing
from deterioratir. irto slums. We believe that the purpose

housing codes in bnsically sound areas to the extent locel



resources are available. Local enforcement of codes can be
practicable if used as a preventive measure in basically
sound areas.

24



PP

CHAPTER 3

FEDERAL CODE ENFORCEMENT MISUSED

The Congress established the present Code Enforcement
Grant Program in 1965 to assist communities financially in
using code enforcement techniques to overcome housing prob-
lems. The Congress had authorized about $173 million for
code enforcement projects as of June 30, 1970. Achievement
of the objectives of the program--preventing the spread of

blight and preserving good neighborhoods--could have been
enhanced if

--HUD had approved projects only in areas where housing

was basically sound and could have been restored by
enforcing ccdes and

--HUD had administered the program more efficiently.

The Congress intended that Federal aid be used in
areas where basically sound housing, which was beginning to
deteriorate, could be restored through enforcement of hous-
ing and related codes. The House Committee on Banking and
Currency (H. Rept. 1703, 88th Cong., 2d sess.) viewed this
program as one:

"k#% consisting primarily of intensive code en-
forcement (which) could eliminate the first
stages of slum and blight and prevent the need
for subsequent clearance or rehabilitation ac-
tivities ***, The committee expects that this
type of project will be utilized in those areas
which are basically sound *** but which, princi-
pally because of noncompliance with the housing
codes and related codes of the community, have
begun to show signs of deterioration or blight.
If allowed to continue to deteriorate, such
areas would ultimately require more extensive
renewal treatment ***."

HUD policy statements reiterated this inftent by requiring
that code enforcement treatment be used only in basically
sound areas.

25



BEST DOCUMENT Avan ppir

Code enforcement can have its greatest impact in pre-
venting the spread of blight and in upgrading housing qual-
ity in areas where deterioration has not reached serious
proportions. 1In the worst areas of communities needing re-
habilitation or redevelopment, code enforcement may be use-
ful but, at best, only as a holding action.

While code enforcement, rehabilitation, and redevelop-
ment all have the objective of combating housing deteriora-
tion, each is aimed at successively greater degrees of de-
terioration. They are different tools for dealing with
different problems. Rehabilitation attempts to restore
housing to standards mwore stringent than minimum housing
standards. Redevelopment, the most drastic of all urban
renewal treatments, is aimed at areas so deteriorated that
the only practical scolution is to clear and rebuild.
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CODE ENFORCEMENT PROJECTS APPROVED
FOR INAPPROPRIATE AREAS

HUD frequently approved projects in areas where housing
was too deteriorated for code enforcement to work. Our re-
view of 10 projects in two HUD regions showed that three
were in areas appropriate for code enforcement and seven
were in areas obviously more appropriate for rehabilitation
or redevelopment. These seven represented a cost to the
Federal Govermment of $13.5 million.

Although HUD had evidence that extensive deterioration
existed in proposed project areas, it approved projects for
inappropriate areas because its criteria for selecting areas
were inadequate. The extent of deterioration in some proj-
ect areas selected by the cities and approved by HUD and
the low incomes of the property owners precluded successful
completion of the projects.

HUD officials told us that it was difficult to accept
the concept of preventing housing deterioration by code
enforcement when slum conditions were extensive and only
limited funds were available for all HUD urban renewal pro-
grams. They said that insufficient resources had forced
HUD to establish priorities and that those areas demonstrat-
ing more urgent needs--rehabilitation or redevelopment--had
received top priority.

HUD officials told us also that there was a tendency
on the part of cities to use code enforcement grants instead
of more extensive urban renewal programs. One of the reasons
for this was the adverse reaction of citizens toward rehabil-
itation and redevelopment. As a result, even when those
programs were appropriate, area residents often rejected
them. Code enforcement was more attractive to cities be-
cause it was less costly and required less red tape than
rehabilitation or redevelopment.

Although these problems exist, we do not believe that
they justify using code enforcement in inappropriate areas.

27
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Proiects approved despite evidence
of extensive deterioration

HUD approved code enforcement projects for inappropri-
ate areas even though it had ample evidence indicating that
extensive deterioration existed. HUD did not carefully
analyze available data before approving areas for treatment;
for example,the project in Benton Harbor, Michigan.

A Benton Harbor official told us that rehabilitation
was needed for the project area but that they had applied
for a code enforcement project in September 1968 because
the city could not afford a more expensive program. Although
HUD officials visited the area, they did not adequately eval-
uate the characteristics of this neighborhood, in terms of
the degree of deterioration, before approving the project in
May 1969. We observed that the area was in such a general
state of deterioration that code enforcement was not feasible.
Officials of HUD's Chicago Regional Office accompanied us on
inspection in July 1970 and agreed. As a result of our in-
quiry, HUD has deleted 39 percent of the buildings from the
project.

We found that the city used incorrect information and
that deterioration was greatly underestimated. In one city,
31 percent of the buildings in the project area were esti-
mated to be in code violation. Actual violation based on
city inspections was 69 percent. In another city the esti-
mate was 33 percent while actual violation was closer to
74 percent. We believe that the data used was incorrect be-
cause of inadequate studies by the cities. Officials of one
city agreed, saying that they had neither the time nor the
funds necessary to survey the areas proposed for code en-
forcement projects.

HUD also used the incorrect data without making ade-
quate independent inspections of proposed areas before ap-
proving code enforcement projects. In addition, we found
instances in which HUD knew that estimates of deterioration
were incorrect but still approved the projects. HUD regions
that we reviewed limited themselves to desk reviews and
"drive through' inspections. In these regions HUD did not
fully evaluate the feasibility of arresting housing de-
terioration through code enforcement nor did HUD request
the cities to do so.

28
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Discussed below are four of the seven code enforcement
projects that HUD approved for inappropriate areas. The
table shows the funds authorized by HUD for these projects
as of June 30, 1970,

Project location Amount authorized

Mansfield, Ohio $ - 936,000
Chicago, Illinois 7,188,000
Hamilton County, Ohio 782,000
St. Louis, Missouri 2,258 .000

Total ' $11,164,000
Mansfield

HUD closed out the Mansfield project in December 1971,
realizing that it had failed. In March 1970, 3 years after
this project was approved, field inspectors from HUD's Chi-
cago Regional Office summed up the project, as follows:

&%k this area should never have been a concen-
trated code project, Of over 1,000 structures,
800 involve treatment of some degree -~ the
[city] states that **%* 500 are still below mini-
mum code and many need {to be] razed."

After inspecting 18 of 210 properties rehabilitated with
Federal funds, the inspectors reported that 13 failed to
meet minimum code standards. They said:

k%% a substantial number of these were defi-
cient to either a point which would require
clearance or to a point where occupancy is haz-
ardous.,"

The inspectors made the following comments about one of the
properties inspected:

"Structural violations are too numerous to men-
tion, he greatest fault here is the owner is
constantly pouring his funds into a structure
that will not likely ever be up to minimum codes

29



%% The $3,000 [Federal] grant was definitely
inadequate to do the job to code requirements.
My opinion, the unit should be demolished."

Mansfield's initial application of December 1965 was
rejected by the Chicago Regional Office btecause, among other
things, regional planners felt that the area was not suilt-
able for cecde enforcement. A large portion of the project
area was considered by the planners to require major reha-
bilitation and clearance because the buildings had deterio-
rated beyond the point where code enforcement alone could
arrest the detericration of the area.

Nevertheless, HUD Headquarters approved a second
Mansfield application for the same area 7 months later, upon
reconmendation frcm the Chicago Regional Office. The re-
gional office included with this recommendation a note indi-
cating the planners'! opinion that sections of the project
area were too deteriorated for code enforcement to be effec-
tive. The note continued:

"#*%% Although it is probable that part of this
area might qualify for clearance, there is no
reason to arrive at the conclusion that code en-
forcement pruperly exercised, would not arrest
the decline.”

The regional office's positicn differed not only from
the commnents of HUD planners but also from the finding, in a
1963 Mansfield housing study, that at least half the area re-
quired a program of rehabilitation involving some clearance,
This study reported that part of the area contained a high
percentage of substandard dwellings and that corrective meas-
ures must include the removal of many of the structures.

HUD's decision to approve this project was subsequently
recognized as a mistake, HUD officials visiting Mansfield

in September 1970 reported:

"The trip was a very disturbing experience., The
project area was one which shcould have never |
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been selected ? This was an obvious
Mansfield/HUD error. The errors have been com-
pounded and perpetuated threughout the four years
of the project.”

o aleats

\I
b
[N
’

* * * K *

"[The city's] administration of the grant pro-
gram hes been cismal *¥*, An inspection of 14
[buildings] indicated that 13 of these still
contained many serious code violations, and a
number of them were unfit for human habitation."

* * x * *

"The city's treatment appears to be limited to
posting condemnation signs, all of which were
weatherbeaten and appeared to have been there a
long time."

* * * e *

"It is recommended that we discontinue the
Mansfield project and admit our joint failures."

The following plcturyg, taken in January 1971, are ex-
amples of the type of homes we found in the project area af-
ter 4 years of code enforcement treatment.

In March 1972 we met with city cfficials to discuss our
report. The Mansfield officials agreed that the project
area was inappropriate and should have been an urban renewal
area. They said, however, that, although program objectives
were not met, a great deal of good was accomplished for in-
dividual area residents. Their goal for the project was to
do what they could to make livirng conditions better.
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Had Chicago officials adequately surveyed these areas,
they would have found that some of the areas contained
severe deterioration. DMorecover, information indicating the
seriouvsness of the problems in these areas was available to
beth HUD and Chicagoe. In a 1964 housing study, Chicago clas-
sified the areas of East Ravenswood, Lakeview, Fast Garfield,
and West Lawndale as rehabilitation and improvement areas in
which many tuildings needed substantial rernovation or demoli-
tion, Despite the city's classification, 2 years later these
areas were deemed appropriate by HUD for code enforcement
treatment.

Prior to approving the code enforcement project, HUD of-
ficials made "drive through" inspections of six of the 10
areas. Three areas were cited as completely or partially
inappropriate because of extensive deterioration. HUD re-
portad that sections of the East Garfield area had deterior-
ated to the point where code enforcement would not help.
Parts of West Garfield were cited as appearing to qualify for
clearance treatment. HUD officials stated that Chicago
would have a tremzndous task in undertaking code enforcement
in Uptown, the third area cited. Nevertheless HUD approved
the project in 1966.

By 1971 East Ravenswood had been deleted from the proj-
ect and no ccde enforcement had been undertaken because of
opposition by the residents of the area. The East Garfield,
West Garfield, and West Lawndale areas were deleted and over
80 percent of the structures that were found in code viola-
tion had not been brought into compliance. Portions of the
Uptown and Lakeview areas were later deleted and were in-
cluded in a federally sponsored Neighborhood Development
Program (WDP), vhich is a more extensive measure for dealing
with housing problems. Chicago officials told us HUD re-
quected that the Uptown area be included in NDP.

We discussed this project with HUD and Chicago offi-
cials, who agreed that the project included inappropriate
areas that should not have been approved for code enforce-
ment. The Chicago officials also said that code enforcement
was a na2w progrzn znd that Chicago had no prior experience
on which to base 2ts selection of areas.
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Chicago's code enforcement project, encompassing
3,000 buildings in 10 separate arcas, was aimed at bring-
ng all buildings into compliance with housing codes within

years; i.e., by July 1969.

G e Lo

In January 1970, more than 3 years after the project
was approved, three areas were eliminated from the project
because they were too ceteriorated for code enforcement ob-
jectives to be achieved. 1In these areas 82 percent of the
buildings reported to have code violations were not brought
into compliance with Chicago's housing code. A fourth area
was eliminated because of opposition to the project by resi-
dents of the area. Parts of other areas were eliminated
because of extensive deterioration. In the 10 areas, less
than 44 percent of the structures having code violations had
been brought into compliance at June 30, 1970, 4 years after
the project was approved.

Chicago officials told us in February 1972 that the
city had brought about 90 percent of the structures in the
six completed areas into compliance. The officials also
furnished us with data on the nine areas where code enforce-
ment had been used. The data showed that, when the project
was closed out in July 1971, only 66 percent of the struc-
tures had been brought into compliance.

In its application, Chicago had estimated that in the
10 areas 20 to 43 percent of the buildings wviolated housing
codes, These estimates were greatly understated, as shown
in the following table.

Percent of structures in viclation
Actual, ba<ed on

Area City estimate city inspecticns
Austin 20 50
East Garfield 39 93
West " 37 92
East Ravenswood 43 (a)
Lakeview 26 55
Lower West Side 19 57
South Shore 20 62
Uptown 29 €3
West Lawndale 36 85

" Woodlawn 22 94

a o ; ;
Percentage ferr East Paven wood not shown tecause Chicago did not
inspect anv properties in this aresa,
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Hamilton County

This preoiect was an attempt to upgrade a seriously dete-

orated area., HUD »fficials told us that the area's quali-
ciations for code enforcement were marginal. After 2 of
the allotted 3 years of project activity, only 31 of the

229 structures estimated to violate codes had been certified

by the county as meeting minimum code standards.

e
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The project area contained 281 buildings, and 229, or
82 percent, vere estimated to be in violation of minimum
code standards., HUD guidelines provided that generally ccde
enforcemeat projects were not to be approved in areas where
the number of properties to be brought into compliance ex-
ceeded 50 vercent of the total properties in the area.

Before the project was approved in May 1969, HUD offi-
cials visited Hamilton County and reported that:

A code enforcement project in this area would be
fraught with problems. There are approximately
50 structures [18 percent of the structures in
the area] which are so dilapidated that they will
have to be demolished which could be a hardship
to at least some of the owner-occupants.'

* * * * *

“In our prior inspection *** we [ound 65 [23 per-
cent of the structures in the area] or more se-
verely substendard buildings #** , I concur in
the former findings in that between sixty and
seventy buildinzs are so dilapidated or sub-
standard that code enforcement will not re-

store them to a condition which will arrest

the decline of the area."

The finding that 18 to 23 percent of the structures needed

to be demolished conflicted with HUD's criteria, which stated
that code enforcement projceis should not be approved if the
properties to be demolished exceeded 2 to 5 percent of the
total structures in the area.
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A HUD official told us that, even with these short
comings, the community was awarded the project beczuse 1t
needed some type of urban renewal treatment. He said that
redevelonmant and rehabilitation were ruled out because of
adverse public opinion in the community. The official said,
however, that there were certain favorable factors present
in the area--a strong community organization and residents
eager to improve their neighborhood.

During our inspection of the project area, we noted
that extensive work had been done on some homes, some new
houses had been constructed, but the area as a whole con-
tained significant blight, such as large numbers of dilapi-
dated houses and littered vacant lots.

HUD officials told us that minimum code standards would
not be achieved throughout the area and that thelr immediate
goal was to bring housing in marginal arceas up to acceptable
living standards. In our opinion, code enforcement for
Hamilton County was inappropriate. More extensive urban
renewal treatment was needed and would be required in the
future.

In commenting on our report, the county project director
said that he had developed a comprehensive plan for continued
development of the project area. He said also that the code
enforcement program genervated local action toward stabilizing
the area but that additional efforts were imperative to pro-
vide the nuclsus for continued stability and growth. His
plan, requiring both Federal and private funding, called for
the development of privately owned apartments, a shopping
mall, and a neighborhood facilities project to carry out a
community program of health, recreation, and social services.
The project director indicated that he needed additional
tools, such as the subsidized housing programs authorized
under sections 235 and 236 of the 1963 Housing Act, to pro-
vide more control of the relocation of areas residents and
thus eliminate the mass removal irherent in too many renewal
programs.
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St. Louis

At June 30, 1970, when the St. Louis project was termi-
nated, only 71 percent of the properties were reported to be
in compliance with codes. St. Louis was not able to achieve
the project cbjectives of bringing all properties into com-
pliance within 3 years because the city had selected and HUD
had approved inappropriate areas., In our opinion, an ade-
quate study of the area had not been made.

City end HUD officials told us they did not make any
interior inspections of dwelling units but limited themselves
ts drive-thwrough inspections. City officials said they did
not have the time or funds necessary to adequately survey the
area pefore submitting their application. HUD records and
our discussions with HUD officials showed that HUD's evalu-
ation of the project generally was limited to a desk review.

Even with the limited information available, HUD should
have been azlerted to the jnapproprizateness of the area. 1In
its application, St. Louis had estimated that 2,018, or
86 percent, of the buildings had cede viclations. Although
these estimates were high, they were still understated.
After inspecting 2,263 properties, the city reported that
94 percent had code violations.

City officials told us they had selected an area that
was worse than those normally considered appropriate for
code enforcement. Both the city and HUD believed, however,
that success could be achieved.

City officials said that, had they realized the seri-
ousness of deterioration in the area, they would not have
selected it for a code enforcement project. Such information
was available. All that was needed was adequate inspection
of the area., But the city did not do this before submitting
its application, and HUD did not request that it be done,

In February 1972 we met with St. Louis officials to
obtain their comments, They agreed that the area was in-
appropriate but added that neither they nor HUD knew what an
appropriate area was at the time the project was approved.
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HUD criteria inadequate for
determining appropriate areas

HUD internal aud.“ors have reported on numerous projects

approved for inapproprizate areas in additicn to the above
examples. After HUD auditors began citing examples of proj-
ects approved for inappropriate areas, HUD issued criteria
in February 1969 for the purpose of ensuring that projects
would not be approved for such areas. These guidelines pro-
vided that HUD generally should not approve applications for
areas not meeting the following benchmarks.

-~The number of properties to be brought into code com-
pliance should not ordinarily exceed 50 percent and
rarely 75 percent,

-~The number ' of properties to be demolished should not
exceed 2 or 3 percent and rarely 5 percent.

These criteria are inadequate, however, and will not
prevent HUD from continuing to approve projects in areas
too deteriorated for code enforcement treatment. Projects
approved by HUD in Benton Harbor and Hamilton County illus-
trate this. (See pp. 28 and 35.) 1In our opinion, the
guidelines have two principal shortcomings; i.e., they fail
to consider the (1) degree of deterioration in those struc-
tures estimated to have code violations and (2) income of
ihe property owanrrs.

Since code violations vary in significance, the number
(incidence) of structures estimated to have code violations
does not provide a reliable measure of deterioration. For
example, areas of a project in one city in Michigan were
similar to areas in a project in a city in Missouri, in
that over 90 percent of the houses inspected had code vio-
lations. The degrees of deterioration in the two areas,

- however, were poles apart. Deterioration in the Michigan
city, although of high incidence, was not so intensive as
to thwart the program's objectives as was the case in the
Missouri city. Thus, estimates of the number of structures
having code violations are insufficient, by themselves, for
determining whether an area can be effectively treated with
a code enforcement project.
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The second shortcoming in HUD's criteria is its failure
to consider the incomes of property owners. Intensive hous-
ing deterioration, coupled with low incomes of area property
owners, results in such owners' being unable to make the re-
pairs mnecessary to bring their properties into compliance
with housing codes, For instance, project officials who
accompanied us through the Wichita project area said that
they doubted if the area could ever be brought to code
standards because of the low economic status of the resi-
dents. These officials said that their project was one of
the first in the Nation and that sufficient guidelines on
housing deterioration and income status were not available.
They said also that they now recognized the problems asso-
ciated with an area of this type and would never attempt
another project in such an area.

In the Hamilton County project area, over half the
owners of properties estimated to have code violations had
annual incomes of less than $3,000. The fact that these
people could not qualify for loans necessitated a heavy re-
liance on rehabilitation grants. HUD officials told us,
however, that often even rehabilitation grants would be in-
sufficient to bring these hcomes up to minimum code stand-
ards because the grants were limited to $3,500. Detroit
officials made a similar comment and indicated that this
limitation put an inspector in the position of either re-
fusing to recommend a grant for needed repairs for poor
families or overlooking some code wviolations and writing up
only those that could be remedied with $3,500,

CONCLUSIONS

HUD repeatedly approved code enforcement projects in
areas warranting more extensive treatment because it at-
tempted to cure slums with whatever tools were available.
We agree that the very real problem of slums cannot be ig-
nored. But, if basically sound neighborhoods are allowed
to continue deteriorating and only slums are dealt with,
new slums will arise faster than the old ones can be cured.
More importantly, code enforcement cannot effectively deal
with housing detericration approaching slum conditions.

Its objective is to prevent slums.
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We believe that, to combat the housing crisis, a bet-
ter balance is needed between curative prcgrams which are
designed to deal with slums and preventive programs which
are designed to stop the spread of slums. A preventive meas-
ure, such as code enforcement, cannot bte used to treat prob-
lems calling for other, more drastic remedies. We believe
that HUD and local officialz must recognize and accept the
objective and limitations of code enforcement.

RECOMMENDATIONS

We recommend that the Secretary of HUD reemphasize the
slum prevention objective of code enforcement and that the
program be used only in those areas appropriate for pre-
venting housing detericration. To carry out this policy, the
Secretary should have criteria established requiring that
consideration be given to the degrea of deterioration in
structures estimated to have code violations and to the in-
come levels of property owners in proposed code enforcement
project areas. We recommend also that the Secretary require
strengthening of procedures to prevent the use of incorrect
information in selecting areas for participation.
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AGENCY COMMENTS AND OUR EVALUATION

HUD said that our report and recommendaticns provided
a useful analysis of the code enforcement program and identi-
fied several important areas of program management needing
improvement but that, by concentrating on specific current
problems and dwelling on the program's shortcomings, the
report tended tc obscure the basic accomplishments and dis-
tort the overall achievements of a relatively new and evolving
program.

HUD said also that code enforcement was a sensitive
operation which could not be carried out without technical
probleéms, administrative complexities, and some citizen
resistance. In HUD's opinion, the code enforcement program
had become a steadily rmore productive means of conserving
the Nation's housing supply. -

- HUD made the following specific comments, (Our evalua-
tion follows each comment.)

1. The record shows that the federally assisted Code
Enforcement Grant Program has conserved 163,536
housing units as of June 30, 1970, and that all ex-
cept 10 percent were brought up to housing code
standards without the use of Federal assistance.
Area decline has been arrested, and many cities
have been freed from the substantial disruptions
which area decline breeds.

HUD's comment is based on the record, but we are not
convinced that the record pronerly reflects the accomplish-
ments of the code enforcement program. In fact, HUD acknowl-
edged that experience clearly indicated that, in a number of
instances, an urban renewal program would have been more
appropriate for the areas selected.

2. A good indication that HUD's selection of project
areas is within proper limits is that 1.7 percent
of all dwelling units required demolition--well
within its criteria of February 1969,

In our opinion, the number of units requiring demolition
is not a good index by itself. The nmumber of precperties in

11



violation of code and the severity of the wviclations should

be considered. HUD's reply showed that the average number
of substandard properties in project areas exceeded 70 per-
cent.,

3. HUD believes that, with tha »ub on of its

9 -
13 ti
guidelines of February 1959, site selectlon nistakes
[a)

have been reduced. st of tho nrojects reviewed
by GAO were approved srior tc Zebruary 1969. HUD
has investigated GAC's suzgestad zdditional site
selection criteria-~ronsidzration ol the degree of
deterioration in structures having code v1o¢at10ns
and of the inccme Lzvels 57 Tesidwnts, HUD, however,

L
remains mconvincad that tiie adlluional documenta-
tion these critaris weuld regulre 15 necessary for
making judgments. Marrvillza, lennessee,and Pitts-
burg, California, were Loth obvious renewal areas
physically, but they became showcarse code enforce-
ment projects,

Although most of the projects we zelzcted had been
approved prior to Fabruary 1969, cur rapcrt also discussed
cts approved

S

examples of sites selection mis Ldkés irn proje
after February 196%. HUD's internal cuditcrs reported an -
September 1971 that they found 14 proiccuz in the Chiczgzc

Region, including six app sroved after Febry wry 1969, that
had high percentages cf bulldings in “olatuon of codes.

The HUD audltors said that they believed the Chicagce Region,
in most cases, was nrot justified in approving those projects,

HUD also said that it planned to implement several
management chaneces in its criteria for site selection. One
of the changes was:

"More sophisticated site selection criteria
coupled with on-site prz-approval inspections to
assure that [code enforcement, funds are applied
to areas where there are good prospects of ar-
resting decline.®

This change reflects an attempt to corroect the problems

.

cited by us on pages AQ and 37, vhere we stated that HUD
did notr care Tquy araiyoe ava}iﬁbic gata tercre approving
1eas for code enforcement treaifment ani used lacsrrect

m
0
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data without making independent and adequate inspections of
proposed areas before approving projects.

high-production code enforcement program. This stat
supports our view that adequate income levels of project
area property owners should be a major criterion in site
selection.

HUD also cited two projects as being showcase code

eniorcoment projects, even though they were cbvicus renewal

areas physically. 1In the Maryville project which cost about
#1 million, 88 percent of the structures had code violations
Lut enly 39, or 7 percent, of the structures had major code
violacions, A HUD official stated that the houses in general
were good to very goocd. Although the percentage of struc-
tures with code violations, under HUD's criteria, indicated
thzt the area was an obvious renewal area physically, this
rrojact simply r01nforceﬁ our position that HUD's criteria
were inadequate to determine whether an area was appropriate.
Pocause the total costs of the other project were only about
§140,000, plus $30,000 for rehabilitation grants, we did
not determine the condition of the area.

4, The House Banking and Currency Committee stated that
it was not the purpcse of the Congress to limit the
concentrated cede enforcement program to basically
sound areas.

The Committee reported that the code enforcement pro-
vision of the Housing and Urban Development Act of 1965
should be interpreted to permit the limited aid involved
in code enforcemont projects in blighted areas where eventual
clearance appzazred likely, even though such action might be
soma years away. We believe, however, the primary intent of
the Congress was that code enforcement funds should be used

in basically sound srczs. The Committee comments presented
en page 25, and HUD »olicy statzments on page 26 sSupport
our nositicn as to the primary intent.

orized the use of the
iorated or deteriorating
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areas. It made this comment not to argue that code enforce-
ment was suitable for slum areas but to show that selection
of pmﬁer codp enforcement areas would remain difficult,
var guldelines were devised.

44



BEST DOCUMENT AVAILABLE

INEFFICIENT ADMINISTRATION OF
CODE ENFORCEMINT PROJECTS

HUD's guidelines require communities to complete proj-
ects within 3 years. At June 30, 1970--almost 5 vears after
the first project had been avproved--no projects had been
completed although 51 had been in existence more than
3 years. By June 30, 1571, only 16 of the 197 approved
projects had bteen comsle ed although 92 had been in exist-
ence more than 3 years. As a result of delays in completing
projects, additional time and administrative costs were in-
curred. We believe that the delavs in completing projects
resulted, in part, because HUD did not

--ensure that projects were staffed adequately on the
basis of adequate plans and

--monitor projects adequately.

HUD lacked criteria for determining staffing needs, and
monitoring was impaired because of HUD's overcentralized
organizational structure. However, hUD had macde some efforts
to overcome its monitoring problems by decentralizing its
operations somewhat. Until recently HUD had managed projects
out of seven regional offices located in major urban centers.
Recognizing the need for greater field assistance, HUD re-
structured its organization to minimize mere desk reviews.

In October 1970 HUD increased its regional offices from
seven to 10 and for the first time estvablished area offices
(23 within the 10 regions).

Inadeguate staffing and monitorine

Efficient management of code enforcement projects re-
quires planning, evaluating, and reviewing. Communities ap-
plying for code enforcement grants are responsible for devel-
oping a project plan. After the plan is developad, HUD
needs to evaluate the feasibility of the plan by measuring
its reasonszblenress ’irrluding staffing) against acceptable

criteria or work standards. Then, to ensure that a com-
munity's prograss 1s in $tep vith its plan, HUD should re-

its
view, or monitor, the commnitv's efforrs.
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Incomplete and incorrect community plans cause staffing
problems becausa such plans, based on gross underestimations
of the number of homes violating codes, do not permit proper
evaluation of staifing needs. We found numerous cases of
gross underestimations. For example, one city estimated
that 24 percent of the structures violated housing codes--
actually 74 percent of the structures violated housing
codes. In another city the estimate was 34 percent while
the actual number was 68 percent.

Even if it had received complete and accurate plans,
IUD could not have measured the reasonableness of proposed
staffing because it had not established criteria or work
standards for staffing requirements. Because HUD did not
have such standards, it approved code enforcement projects
for communities not fully prepared to carry them out.

Despite the deficiencies both in project plans and in
HUD's evaluation of them, projects might have been more suc-
cessful if HUD's monitoring had been adequate and project
deficiancies noted had been corrected. HUD did not adequa-
tely review the projects and was therefore unable to uncover
planning and implementing deficiencies.

For example, Detroit's code enforcement project was
closed out in Tebruary 1970 except for the processing of .=
some rehabilitation loans and grants and final audit of
costs. In May 1970, however, Detroit records showed that
13 percent of the structures originally found in code viola-
tion were still in violation. We found that other structures
reported by Detroit as being in compliance were not.

Detroit's project director told us that the project
was understaffed by at least two inspectors. The director
attributed the underestimated staffing to a lack of HUD
guidance. HUD's records showed that it had not questioned
or commented on Detroit's proposed staffing. Also, HUD had
not adequately monitored the operations of the project,
particularly at the beginning when close review was crucial.

Even from the outset of the project, Detroit's semian-
nual reports to HUD showed that progress was insufficient
to complete the project on schedule. HUD took no action,
howaver, urtil after Detroit's June 1968 report showing
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that, with 1 year to go, the project was only half finished.

This limited progress prompted HUD to request Detroit to
accelerate its pace. Detroit subsequently increased its
staff from five to eight inspectors, which enabled it to
complete inspections. Inadequate staffing, however, had
contributed to the city's inability to carrect all viola-
tions and HUD had to grant a 7-month extension. Perhaps, if
action had been taken earlier to increase staffing, results
might have been different.

In February 1972 we discussed Detroit's administration
of this project with city officials. The Detroit officials
agreed that thne project could have been better administered
by both HUD and Detroit. They said, however, that the les-
sons learned on Detroit's first code project would enable
them teo be more effective in future projects although there
were no plans for additional code projects in Detroit.

A simi tuation existed in the University City,

1
Missouri, p £

T Si
vject. The project was terminated after 3 years

ia
T

with less than half the work completed, Here, as in Detroit,
g a continuous problem. Although HUR's monitoring

staffing wa
activities uncovered this staffing problem, city officilals
said that HUD offered no assistance in obtaining staff. The
city hired additicnal inspectors 3 months before the project
was scheduled to be completed and requested HUD to allow an
additional year to complete the project. HUD did not grant
an extensicn because the work remaining could not be com-
pleted within 1 year even with the additional inspectors.

In the Ferry Ozks project, Salem, Oregon, HUD did not
determine through its evaluation of project plan or its
monitoring that a significant staffing problem existed. A
private consultant hired by the city found that initial in-
spections were performed by property improvement counselors
who were not experienced in inspection procedures. As a
result numerous reinspections were required, increasing ad-
ministrative costs by about $78,000.

We have previously reported on similar deficiencies,
in addition to the above examples, in HUD's rarazement of

da
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other urban renewal programs.l HUD's internal audit reports
also offer numerous examples of code enforcement projects

suffering from inadequate staffing and mon*toripg. Typical
of HUD's aundit findines n the New YOfk,

Ligz in
[

Francisco, and Atlanta regions were HUD's failure to:

hiladeiphia, San

- Ll

--Terminate projects promptly after completion, This
failure caused additional interest and administrative
costs to be incurred.

-=Document conclusions reached regarding adequacy,
feasibility, or appropriateness of proposed projects
so that weeaknesses could be determined and corrected
in future projects.

--Effectively monitor project act&vities so that prob-
lems causing delays could be 1denf1£1ed and corrective
action taken.

However, the need for monitoring has not gone completely
unrecognized. In September 1969 the Chicago Regional Office
formed a special division--the Policy Conformance Division-~
with two men assigned to inspect and evaluate rehabilitated
housing in code enforcement and urban remewal projects. HUD
officials told us that the men had visited most of the code
enforcement projects in the Chicago region and, from July
1970, had been reviewing areas proposed for code enforcement
projects.

The division inspections demonstrated the need for HUD
to monitor project activities. The inspections showed that
program objectives were not being accomplished because many
communities erroneously reported that buildings were in code
compliance. As a result the Chicago Regional Office re-
quested that the housing in code enforcement projects be
reinspected and brought up to code standards. Because this

l"More Effective Foaderal Action Needed to Meet Urban Renewal
Rehabilitation Objectives in Cleveland, Ohio' B-118754,
Jan. G, 1968.

"Improvements Needed in the Management of the Urban Renewal
Rehabilitation Progvam” B-118754, Apr. 25, 1969.
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office was in the process of obtaining corrective action
when we completed ocur audit, we could not evaluate the re-
sults of these efforts.

The Chicago Regional Office plans to dissolve the
division, but the responsibility for menitoring will be as-
sumed by the area cofrices. We believe it is essential that
the area cffices continue these monitoring efforts to ensure
that the program objectives are met.

CONCLUSIONS

Efficient use of resources in marag*ng code enforcement
projects requires careful initial planning--the responsi-
bility of communities--and intensive evaluation of this
planning o ensure its feasibility--the responsibility of
HUD. DBecause of inconplete and incorrect community plans,
projects were not cempleted in time, administrative costs
were increased, and objectives were not achieved.

Efficient administration of projects also regquires that
the carrying out of plans be monitored to ensure that ob-
jectives are achleved timely and economically., HUD's moni-
toring process has often failed to either uncover problems
causing delays or resolve the problems discovered. We be-
lieve that a main cause of this problem was HUD's centralized
organizational structure which did not facilitate the fre-
quent contact needed between HUD cofficials and local offi-
clals who implement the code enforcement projects. HUD'
reorganization should help to improve HUD's monitoring.

RECOMMENDATIONS

We recommend that the Secretary of HUD

~-have work standards established so that staffing
needs of communities may be realistically appraised
and

-~-require close monitoring and reviewing of code enforce-
ment projects ty all HUD area offices.

49



PEST DOTUNIENT AVAR Ay £

AGENCY COMMENTS AND OUR EVALUATION

HUD agreed that there had been shortcomings in manage-
ment of the code enforcement program by HUD and the cities.
HUD said that it planned to implement administrative changes

to improve its management. These changes include:

~-Tightened monitoring and follow-through techniques
to verify and ensure program progress.

~--More careful review of the proposals for local staff

and closer follow-up on the number and qualifications
of staff actually employed.

--The review of local follow-through activities neces-
sary for maintaining rehabilitation efforts.

HUD stated that, as HUD and the cities gained additional
experience and the number and quality of local staff in-
creased, HUD's record for completing and closing out projects
had improved. HUD also said that it began to close out
projects almost immediately after the cutoff date we used
and that closeouts had increased rapidly after that.

We examined HUD's records in Washington, D.C., to obtain
information on the number of projects completed and closed

out. As of June 30, 1971, HUD had closed out 16 of the
187 projects.,



CHAPTER 4

PUBLIC IMPROVEMENTS OVEREMPHASIZED

HUD attempted to improve housing by spending millions
of dollars for public improvements--paving of streets and
alleys and renair of sidewalks and curbs--under the Code
Enforcement Grant Program. We believe that much of this
spending was cuestionable because the improvements had
little effect in achieving the primary goals of code en-
forcement--stabilizing neighborhoods, preventing housing
deterioration, and arresting blight. Also the use of funds
for public improverments has diverted substantial funds from
use Fn improving housing.

Although the emphasis of the Code Enforcement Grant
Program was to be on improvement of housing and not on pub-
lic improvements, as of June 30, 1970, HUD had approved over
£131 million-~of wnich $91.2 million was the Federal share--
or about 54 percent of all code enforcement funds for public
improvements. The remaining 46 percent of project funds were
for: operations (inspections and code enforcement), 15 per-
cent; administration, 10 percent; legal and advisory serv-
ices, 8 percent; contingencies, 9 percent; and other serv-
ices, 4 percent.

In our opinion, the primary causes of this overemphasis
were HUD's

-~lack of adequate criteria for determining whether the
improvements were needed to achieve code enforcement
goals and

~--routine funding of public improvements.

If public improvement spending had been limited to mini-
mal amounts, as intended by the law, most of the $131 million
could have been used for the primary purpose of code en-
forcement--improvement of housing through inspection and
compl iance with housing codes--within approved code enforce-
mant Erojects or fcr financing additional projects. At
June [0, 1970, HUD had not been able to fund requests for
code enforcement prcliects of £93 million.
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INTENT OF THE CONGRESS
TO LIMIT PUBLIC IMPROVEMENTS

The primary objective of code enforcement is to improve
housing and prevent housing deterioration. The program was
not intended as a vehicle to enable a community to carry out
a public improvement program. This seems to be indicated by
the following comment of the House Banking and Currency Com-
mittee (H. Rept. 1703, 88th Cong., 2d sess.):

f%%% in many neighborhoods a program consisting
primarily of intensive code enforcement could
eliminate the first stage of slum and blight and
prevent the need for subsequent clearance or re-
habilitation activities *** [a program] which
could consist entirely or substantially of in-
tensive code enforcement **%#% ! :
(Underscoring supplied.)

The emphasis was on improvement of housing and pre-
vention of further decline in areas having most essential
public facilities and improvements. Communities, for the
most part, were expected to provide any necessary public
improvements. In the Housing Act of 1965, the Congress
authorized HUD to make code enforcement grants available for
areas:

"k&%x in which such enforcement, together with
those public improvements to be provided by the
locality, may be expected to arrest the decline
of the area." (Underscoring supplied.)

Although the act provided that code enforcement grants
could include the repair of necessary streets, curbs, side-
walks, and similar improvements, we do not believe the Con-
gress intended to finance general or extensive upgrading of
public facilities. Other Federal programs have been estab-
lished for this purpose. For example, the Public Facility
Loans Program is available to provide long-term loans to
help communities finance needed public works.

fter we requested HUD's comments on our report, HUD

issued a policy in December 1971 requiring that, in ap-
proving code enforcement projects, priority should be given
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to communities that make significant efforts to finance
needed public improvements from local resources.

CRITERIA INADEQUATE FOR
APPROVING PUBLIC IMPROVEMENTS

HUD recognized that only limited public improvement
expenditures were to be made under the code enforcement
program, but it established criteria that were too broa and
too liberal to ensure that public improvement spending would
be minimal. HUD defined necessary public improvements as
those improvements ''necessary to arrest the decline of the
area' without determining how this criterion was to be ap-
plied in approving specific code enforcement projects. HUD
approved public improvements on the basis of its judgment
that the improvements were necessary without documenting
the underlying factors considered in making its decision.

Recognizing that controls were needed to limit public
improvements, HUD establiched a list of public improvements
eligible for inclusion in code enforcement projects. HUD,
for the most part, automatically approved such items when
they were included in code enforcement applications. Al-
though HUD did reduce the amount of funds for improvements
in some projects, the purpose of its disapprovals was to
limit total project costs rather than to eliminate improve-
ments not necessary to arrest blight.

HUD further limited public improvement expenditures by
requiring that they not exceed 70 percent of total project
costs. HUD officials told us that the limitation, set in
February 1969, was to prevent cities from turning code en-
forcement projects into public improvement projects. They
said that the limit was based on amounts authorized for
public improvements in projects approved prior to establish-
ment of the guidelines. Because public improvement costs
were a substantial part of the prior approved projects, HUD's
action did not prevent such costs from continuing to be a
large part of code enforcement projects. Projects approved
after this limitation included $25.9 million for public im-
provements, representing 62 percent of total project costs.
In one project 86 percent of the total cost of $765,576 was
for public improvements.
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In three HUD regions, Chicago, Kansas City, and Seattle,
we found that:
--Chicago approved 28 projects, including public im-
provement costs of $31 million representing over
58 percent of total project costs.

--Kansas City approved five projects, including nublic
improvement costs of $2.5 million representing over
55 percent of total project costs (one project in-
cluded $690,000, 83 percent of total costs for public
improvements).

 --Seattle approved two projects with public improvement
costs of $615,000, or 51 percent of total costs.
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IMPROVEMENTS QUESTTOMABLE FOR STOPPING BLIGHT

HUD authorized a significant part of public improvement
expenditures for street and alley paving. It is questionable
that such improverents are necessary to stabilize neighbor-
hoods and arrest biight. Sizeable areas of many communities
lack paved streets and alleys, and the absence of such im-
provements may not necessarily be a significant factor caus-
ing blight because sound, as well as blighted, neigzhborhoods
lack such improvements. In some cities we found sound areas
without paved streets and alleys and blighted arezs with
paved streets and alleys.

In the three HUD regions included in our review, 35 code
enforcement projects approved as of June 30, 1970, included
$23 million for street and alley improvements. IUD's policy
stated that the code enforcement program was not intended to
enable a community to carry out a street improvement program.
HUD's policy provided that areas needing extensive street
improvement or lacking other essential public facilities be
excluded from the code enforcement program.

We believe that HUD's inadequate criteria for approving
public improvements has enabled some communities to obtain
Federal funds to finance their ongoing programs of construct-
ing and maintaining streets and alleys. Most States make
thelr cities responsible for street maintenance. One State,
for example, reguires its cities to keep all streects within
their jurisdictions in reasonable repair and authorizes them
to make special assessments to cover the costs. In addition,
the State transfers part of its gasoline taxes to the cities
for street maintenance. Instead of using local funds for
street and alley paving and code enforcement funds for pre-
serving housing, scme cities have used Federal funds to
supplement their street maintenance programs.

Moreover, cities may be motlivated to request that street
and alley paving be included as public improvements in code
enforcement projects becauss under HUD policy the cities'
shares of such costs can be assessed against property owners.
For example, 2 city in Ohio and one in Texas were allowed to
assess 100 percent of public improvemen:z c a
erty owners., HUD allewed th= entire amoun
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of code enforcement project costs because the cities said

that otherwise they could not afford the projects. We be-
lieve that, if cities had to completely finance their share

of code enforcement project costs from city funds, they would
give greater consideration to the need for public improvemenzs.

Examples of code enforcement projects having question-
able public improvements follow.

Detroit

By February 1970 Detroit had installed ¢8 percent of the
authorized public improvements at a cost of $1,267,000, or
65 percent of the project funds. About $740,000 was for
paving alleys. Detroit officials justified paving alleys by
stating that it would eliminate a major blighting influence--
unpaved, overgrown, and unsightly alleys. At the close of
the project, paved alleys in the area were littered and con-
tinued to be an eyesore in the neighborhood. The following
pictures, taken in March 1971, show two paved alleys and two
unpaved alleys in the project area.

Detroit public health officials said that alleys in the
code enforcement project area were a health hazard and that
improving refuse collection rather than pouring concrete
would have gone much further toward correcting this condition.

That unpaved alleys are not a major blighting influence
is evidenced by the many unpaved alleys located in scund,
thriving neighborhoods in Detroit. Conversely many of the
more severely blighted sections of the city have paved alleys.
In Detroit the entire cost of alley paving is normally as-
sessed against property owners. Therefore the importance
placed on alley paving by Detroit citizens can be measured
by the fact that over 58 percent of Detroit's 1,500 miles of
alleys are not paved. Since 1964, only 33 miles of unpaved
alleys have been paved, and 7 of these miles were in the
code enforcement project area.

Although it was HUD's policy to approve only those pub-
lic improvements needed to ensure that the decline of the
area was arrested, HUD, in its review of Detroit's applica-
tion, did not question or comment on the need for Detroit's
proposed public improvements.
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Davton, Ohio

In its second code enforcement project, Dayton proposed
to spend over $4.1 millics of wnich 63 percent, or $2.6 mil-
lion, was for public improvements--almost $2 million was for
alley paving. Dayvton did not explain why these public im-
provements were needed nor how they would ensure that blight
would be arrested in the project area. In its application
Dayton stated that the adequacy of existing public facilities
in the neighborhood had been reviewed in detail and that the
proposed code enforcement project included only public im-
provements which fell within HUD's eligibility criteria.
Although HUD officials reviewed Dayton's application and made
several visits to the project area, they approved the pro-
posed public improvements without commenting on their neces-
sity, their high cost in relation to total cost, or Dayton's
lack of justification.

To determine the condition of the streets and alleys and
the need for the propesed repaving, we inspected the project
area in July 1970. Most of the alleys and strests were in
good condition and, in our opinion, did not need to be re-
surfaced although some were in need of minor repair or patch-
ing. After we questioned the need for resurfacing alleys and
streets in Dayton, HUD agreed to review the need for paving
the alleys and for reconstruction and resurfacing of Dayton's
streets. In March 1971, however, HUD determined that the pub-
lic improvements preposed by Dayton met its criteria for eli-
gibility and decided that Dayton should proceed with the
project, as proposed.

In March 1972 we discussed this project with officials
of the city of Dayton. They told us that public improvements
were needed to motivate property owners to repair their homes.
They also said that the expenditures for public improvements
were necessary because the costs of the improvements counted
toward the city's share of the code enforcement project costs.
They explained that thz city had sufficient capital improve-
ment funds for public improvements but not sufficient general-
operating funds for inspection of housing. They said that
without these public improvements Dayton could not have af-
forded the project.
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Minneapolis

The estimated cost for Minneapolis' second code enforce-
ment project was $3.2 million, including $2.5 million, or
79 percent, for public improvements. Over $2.3 million was
for street paving. :

Minneapolis justified paving its oil-topped dirt streets,
in part, by stating that the cost of street maintenance would
be reduced and housing values stabilized. Although it is
true that paved streets will influence property values in a
neighborhood, the primary factor in eliminating blight is the
condition of the structures in the neighborhood. Unpaved
streets in a particular neighborhood have a lesser impact as
a blighting influence when the majority of streets in the
¢ity are unpaved, as in Minneapolis. '

1
!

HUD approved this project even though the foliowing
comments from HUD officials questioned the advisability of
approving code enforcement projects in Minneapolis.

"In my opinion this [ecity] *** wants federal money
to build streets, most of which are oil-topped

dirt streets in Minneapolis' residential area. In
my opinion, *** [the city wants] merely to enforce
the code only to the extent necessary to obtain
such assistance."

* ) * * *®

'"Minneapolis admittedly keys its urban renewal and
code enforcement proposals to its twenty-year pro-
gram of street paving and related public improve-
ments **%*, I think it would be wise to take a
very close and critical look at the proposed pub-
lic improvements in order to be certain that not
only are they eligible for inclusion in the bud-
get, but also that they are indeed necessary to
arrest the decline of the area. I think this
factor has often been neglected and I believe
that this evaluation should be an essential part
cf the review of any code enforcement applica-
tion."
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In February 1972 Minneapolis officials told us that
Minneapolis tried to include as many public improvements in
its project as possible, since the use of Federal money for
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money for paving strezts outside the project area. These
officials were elso of the opinicn that public improvements
were essential in obtaining support and cooperation from the
project residents for code enforcement.

St. Paul, Minnesota

Total project costs in St. Paul were $4.2 million, with
over $3.2 million, or 706 percent, representing public improve-
ments. An estimated $£2.4 million was for street paving and
repair of curbs and gutters. St. Paul's Bureau of Valua-
tions determined that 20 to 33 percent of all public improve-
ment costs incurred under the code enforcement project could
be reccovered by assessing property owners., Since the Federal
share is 66 percent, the city will have to provide from 1 to
14 percent of the total cost after recovering the remaining
20 to 33 percent of its share from property assessments. As
a result, St. Paul has been able to provide public improve-
ments in the project area with little expense to the city.

In the application St. Paul officials stated that resi-
dential street paving would offer lasting benefits and act
as an incentive for property owners to improve their homes.
HUD did not question the need for the public improvements
requested but did question the large amount of funds. HUD
was not concerned as to whether the proposed public improve-
ments were needed to arrest blight but was concerned about
the high ratio of public improvement costs to other costs.
Even after a HUD official pointed out that proposed public
improvements were $1 million above its criteria, HUD ap-
provad the full amount of $3.2 million proposed for public
improvements.

St. Paul officials said that alley improvements defi-
nitely inspired backyard cleanup, fence improvements, garage
painting and repair, weed control, etc. On the basis of our
review of the Detroit code enforcement project area, as dis-
cussad onfpaze 56, we question whether the improvement of
alleys noedessarily motivates property owners to make home

improvenents. City officials told us that property owners
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were greatly opposed to code enforcement and that public
acceptance of code enforcement was obtained only because
public improvements were included in the project area.

- ANLIEMT VAN AR E
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CONCLUSIONS

We believe the Congress intended that the code enforce-
ment program should concentrate cn praventing housing dete-
rioration and arresting blight. Public improvements were
not to be the central thrust of the program, and spending
for such improvements was to be minimal.

By spending over 50 percent of all code enforcement
funds for public improvements, HUD has not complied with the
intent of the Congress and has diverted resources from the
more critical need of enforcing codes. Public improvements
were overemphasized under the code enforcement program, pri-
marily because of HUD's

-~lack of adequate criteria for determining whether
improvements were needed to achieve code enforcement
goals and

--routine funding of public improvements.

If HUD's criteria had been adequate, public improvement
spending could have been limited to minimal amounts and most
of the $131 million could have been used to improve housing
and could have supported a greater number of projects.

RECOMMENDATIONS

We recommend that the Secretary of HUD have procedures
established to provide for a more critical review of requests
for public improvements. To do so, HUD needs to revise its
criteria to provide sufficient and adequate guidance for ap-
proving public improvements in code enforcement projects.

AGENCY COMMENTS AND CUR EVALUATION

HUD's comments on our discussion of public improvements
and our evaluations follow.

1. The total amount budgeted for public improvements
amounts to about $225 per project dwelling unit, a
very modest figure. The remaining project costs,
including administration, training, legal services,
and operations, amount to $200 per project dwelling
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unit. No other program provides so much housing
improvement for so little in Federal expenditures.

The $425 total budgeted cost for each project dwelling
unit cited by HUD breaks down to 53 percent for public im-
provements and 47 percent for other project costs. As stated
on page 51, we found that $131 million was approved for pub-
lic improvements under a program intended primarily to in-
tensify code enforcement on housing in areas beginning to
show signs of deterioration. We found also that only 15 per-
cent of total costs were for operations; i.e., inspection
and code enforcement. The remaining 31 percent was consumed
by administrative, legal, and advisory services and contin-
gencies. HUD's comment therefore does not change our view
that substantial additional housing improvements could have
been effected if most of the $131 million had been used for
code enforcement. ‘

2. The importance of public improvements to cities and
to the success of the code enforcement program can
be seen in the priority individual cities have placed
on upgrading local community facilities. The 132
communities in the program, as of June 30, 1970, are
spending $209 million over and above the project
budget amounts for public improvements in project
areas.

The Congress did not intend that the emphasis of the
code enforcenment progrzm be placed on public improvements
and was concerned that the code enforcement program would
become a vehicle enabling cities to carry out public improve-
ment programs. HUD's auditors reported in September 1971
that they believed the total funds allocated by HUD's
Chicago Regional Office for public improvements were ex-
cessive and contrary to congressional intent. 1In our opin-
ion, some cities stressed public improvements because they
wanted financing for them, not because they believed public
improvements were essential to the success of code enforce-’
ment projects.

3. The psychological:importance of public improvements

should not be undérestimated. A substantial amount
of visitle public'improvements must often be achieved
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to entice property owners into performing necessary
improvements on their buildings. An owner is far
more likely to make expensive changes to his home if
he can see improvements that the city is paying for.
A great many owners make 1mprovements far above the
basic code requirements. :

We are not suggesting that public improvements are not
needed. Our primary concern is that Code Enforcement Grant
Program funds have been spent in a manner not contemplated
by the legislation,

4, HUD issued its present guidelines in February 1969,
and most of the projects reviewed by GAO were ap-
proved prior to those guidelines. Any revision in
HUD's present flexible policy will need to allow in-
dividual treatment of projects.

Although most of the projects we reviewed were approved
before HUD issued its guidelines in February 1969, we found,
as stated on page 53, that the proportion of public improve-
ment costs was greater in code enforcement projects approved
after February 1969.

HUD commented that, although it believed public improve-
ments were lmportant to the success of the program and, in
some cases, essential public improvements were keys to the
success of the projects, it was reviewing its present policy
and expected to provide clearer guidelines as part of its
overall review of the program.
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OFFICE OF THE ASSISTARNT SECRETARY
FOR COMMUNITY DEVELCPMENT '

APPENDIX I
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CEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
WASHINGTON, D. C. 20410

NOV 18 1971
E ]
Mr, B, E, Birkle
Assistant Director
General Accounting Office
451 7th Street, S. W. « Room 4170
Washington, D. C. 20410

Dear Mr. Birkle:

We have reviewed the draft report prepared by the General Accounting
Office (GAO) entitled, "Nationwide Enforcement of Housing Codes: 1Is it
Helping to Achieve the Nation's Housing Goal?' 1 wish to apologize for
the delay in this reply. Responsibility for management of the Code
Enforcement Program was In the process of being transferred to me as
Assistant Secretary for a new organization for Community Development.

The issues you posed were important and we wanted to study them carefully.
We also wanted to consider policy issues in the Code Enforcement Program
in relation to the several related programs with which 1t 1s now adminise-
tratively combined.

The draft GAD audit report and recommendations provided a useful analysis
of the Code Enforcement Program. I would like to respond to each of the
major points in the report and provide a summary of actions now under way
to strengthen the program. Before I respond to your spec?fic recommenda=-
tions, I feel it is important to provide an overview of the Code Enforces-
ment Program and its important contributions., This will put our comments
in a more useful perspective since the draft audit report in its necessary
concentration on specific current problems, tends to obscure the basic
accomplishments of the program,

Positive Accomplishments of the Code Enforcement Program

The Federally Aided Concentrated Code Enforcement Program came into being
with the Housing and Urban Development Act of 1965, thru its addition of
Section 117 to the Housing Act of 1949, as amended. The regulations
developed to implement this program were designed to permit the communities
to get quickly into execution, The basic goal of Section 117 contemplated
that the program would arrest the decline of the area.
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We are gratified to find in this report a recognition of the importance

of code enforcement. The report sgtates: '"Although new construction is
necessary to increase the sunply of housing, it is vitally important to
preserve existing housing from becoming slums.” The record shows that

the Federally Assisted Code Enforcement Program is doing that. Authorized
in 1965, the program conserved 19,500 housing units by June 30, 1967.

This total rose to 61,355 on June 30, 1968, to 115,773 on June 30, 1969,
and to 163,536 on June 30, 1970.

In this regard, some 163,500 families, that formerly lived in substandard
buildings, are now living in decent, safe, and sanitary housing as a
result of program code compliance. Through the financial assistance pro-
vided to property owners, many of these families are enjoying a modern
bath and plumbing facilities, central heating, and adequate light and
ventilation for the first time. Knowing their neighbors are subject to
the same impartial requirements, a great many owners make improvements far
and above the basic code requirements. Through the financial ald provided
by the program for code enforcement projects, streets have been widened,
repaired, paved, curbed, guttered and provided with traffic lights, thus

eliminating dirt, dust, congestion and drainage problems and facilitating
traffic flow and control.

In addition to the public improvements provided at project expense parks,
playgrounds, schools and water and sewer systems have been provided in code
enforcement projects by the localities at no expense to the project. In
fact, the locality is spending more than two doilars for every Federal Code
Enforcement Project dollar spent for public improvements. The extert to
which the localities are willing to contribute to the project attests to
their support for the program. Area decline has been arrested in over 150
areas, and many cities have bren freed from the substantial disruption which
area decline would otherwise breed, This record by itself dees not indicate
the full impact of the program because it does not disclose the part played
by private initiative, Actually, Department data shows that all except 10
percent of the 163,536 housing units conserved by the program through June
30, 1970, were brought up to standaxd without the use of Federal assistance.
The program stimulated this private action. This production record is a

factor that should be evident in any examination of the code enforcement
program,

HUD Impact on Local Code Enforcement Activities

The report labels local code enforcement a delusion stating that com-
munities have failed to enforce their housing codes and that HUD has
contributed to the lack of progress by allowing an inordinately low level
of local enforcement as adequate to meet prerequisite requirements for its
programs of Federal financial assistance under the Workable Program. It
seems to us that the GAD's report substitutes a highly idealized wish for
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a realistic evaluation of actions which are actually possible. The very
introduction of Code Enfcrcement legislation reflects the Congressioral
recognition of the operational limitations inherent in traditional daye
to=day local code enforcement. Our Workeble Program policy is desfgned

at minimum to require compliance with statutery reguivemcats and such
improvement beyond such minimum as can resgscuably be expected. Code
enforcement grants are a recognition of a century of neglect at the locgl
level; assistance must be proviced to the cities to work toward building
adequate capacity in codes systems and management to upgrade their efforts.

The GAO report makes little reference to the bread national problems that
beset central urban arcas that represent social and economic issues far
bevond the present rescurces ava:lerle in HUD programs, We have to help
cities with present resocurces. A withholding of the present limited funds
to press for a level of ourformance beyond the management or fiscal capacity
of the cities throughout the country is not a practical approach.

The day-to~day operaticn of a non-assisted traditicnal program is for the

most part an exercise in frustracion to c¢ity officfals. Even the most

highly motivated and efificiont vode enfercement administrator must act with
considerable restraint if an enforcement of housing codes would result in

the harassment and eviction of families into the street, The limited financial
resources of owner occupants and the low return to investor owners are primary
roadblocks te an efficient high preduction code enforcement program, Any
meaningful acceleration in code nfnrcement generally requires the kinds of
assistance which the Federal program provides.

Local code enforcement is beset with serious problems, which are inadequatelw
acknowledged by the G0 report {page 25). Perhaps most serious is the actual
impact of regular iocal code enforcement In declining areas in those cities
where it has been used. ften it siumnly sggravates the situation and leads
to abandonment. We have studies showing that this happened in Cleveland,

St. Louis, Chicage, and several other cities. When an avea is deelining, it
is difficult ov impessible to obttairn commercial financing to do extensive
rehabilitaticon work; also, investore-cwners arve unlikely to commt more capital
to an already questionable investment. So when the city enforces its codes
in these areas, owners are frequently unable to meet the costs (and either
move out or terminate all operatina oxperses in order to retrieve scne of
their original inv-stment befrre the city possesses their propertyl.

A cityswide code enforcement program would be disastrous if it were implew
mented without adequate provision for lowecost financing, relocation housing,
and monetary grants for hardship ceses., Some cities have mounted successful
partial programs. San Francisco is treating all of its hotels and apartment
houses through a phased local effort. Atlanta is phasing a code enforcement
program in conjunction with its street paving in better-off neighborhoeds.
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We feel that the Workable poogram has made real prigress in meeting its
statutory objectives. 2,424 communities had certified Workable Programs

as of December 31, 1970, Mau of these communities adcpted housing codes
for the first time in order tu yualify -or Workable T -zevam certification,
Program activities have been r~=ponsible for the irspecticon of over one
million housing units for code cumpliance since 1463, The Code Enforcement
Program and related efferts by FUD in rressing for uroduction of low and
moderate income housing and in prov1d1pg rehadilitation lcans and grants
have been effective partners in the effort to save biighted

We need to do much more. The recent reorganizatica of HUD has brought
together twelve Community Pevelopment proorams that can now ba mere
effectively coordinated. Workable Frcoram activilties have been joined with
urban planning and management assistance cltorts. Pregran ictivity has been
decentralized to a new structuvre oi Avig O7Fices phvsically closer to the
communities-they serve and organized n arn conw=nical wav that will begin

to let us work with the community to 1&e al: H'D precarams in a coovdinsted
and eventually supportive approach to tte urgent probleuws of urban decay.

Beyond these specific efferts within present legzislation, the President has
proposed an important longer rangs aporcach te providing caitizg with preater
authority to deal effectively with their own problems throush general purpose
and special purpose Revenue Sharing. Federal cfficials cinnot solve the
problems of the cities., They must do this themsclves.

Site Selection

The GAO report concluded that the manv areas approved by hUD for the con-
centrated code enforcement program were in largs part ton detericrated, and
accordingly, inappropriate for ccde enforcement treatmznt.

Clear standards for sclecting appropriate sites for code enforcement are
difficult to set. The legislatior ard the record c¢f debate during Congressione
al discussion of the program are not as precise as the G20 has implied. The
1965 statute authorizes the use of the Conc .ntrated Code Irforcement Program
in "deteriorated or deteriorating'" areas., We stress this not to argue that
code enforcement is suitable for slum cleararc:, but to shew that the selece
tion of proper (nde Enforcement Program areas will revain cdifficult, whatever
guidelines formulas are devised, The House Banking ard Currency Committee
Report on the Housing Act of 1966 was sperific In stating that it is not the
purpose of Congress to limit the Code Enforcetont Pregram to hasically sound
areas.

The Concentrated Code Enforcement Program is relatvively new and dealswith
dynamic and rapidly changing local conditicns. Tn many communities the
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impact of early Urban Renewal concentration on clearance activities has
resulted in strong negative feelings on the part of important minority
group areas. The Model Cities Program has felt this problem intensely.
Often Code Enfercement is a more practical soluticn to the expressed

needs or local citizens. This is not a sufficient reason by itself for
selecting certain areas for code enforcement activity, but it dces reflect
local concerns to which we must respond.

There is a considerable degree of overlap between areas eligible for

CCEP and those eligible for conventional renewsl. Much of the appros
priasteness of sn area for one or the other is not just the physical con-
dition of the buildings; it depends also on the palatability of UR to the
ares vesidents, on the balance of pride in home ownership, on the zsrea's
physical proximity to more seriously blighted areas, on the capahility of

the city’s code=anforcerent staff, and on similar criteria, Maryville
{Teiu,) and Pittshurg {Calif.) were both 'obvious" renewal areas phvsically;
but ttev have beccrne showcase CCEP projects. During a recent HUD study of
cntplel>d and nesr-corpieted CCEP projects, we visited several projects which
had been successfulily completed even though they had very high perrentages of
structures with cede violationms. -
altho gh it is possible to identify areas of a city where housing conditions
are so bad that code enforcement is mot appropriate, it is difficult to
define amomng areas of moderate to fairly heavy deterioration the point at
which an area 1is 'declining", but not "too far gone' for code enforcement.
Yith «o wany uncontrollable variables, it is iwpossible to forecast the rate
of decline for an area. Even if gccurate Information were available on the
degres of blight in s proposed project, by the time the project wes spproved
and into cxecution, the area might have plummeted physically {or it might have
cone up on its own). But such accurate information is costly to obtain,and
gathering it would further extend the time<lapse between when an area is
icentifzed as declining snd when the code enforcement could begin,

If CCEP is really to dig into declining neighborhoods (and not just bolster
aiready sound areas), there will have to be a considerable amount of experi-
menting involved with finding suitable arezs. Some proportion of the projects
can he expected to fail. Too high a success rate might even indicate that
CCLP i boing warted in the wrong types of aress. Until we learn more about
the process of neighborhood decline and until sccurate, upetoedaste informa-
tiorn about housing conditions is readily available to cities, HUD will have

to rely heavilv cn the discretion of local officlals in determining the
feasibility of code enforcement projects.

Early evidence of preblems relating to site selection resulted in revised
HUD notlicy guidelines that were issued in February 1969, Examination of
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experience with the federally assisted Concentrated Code Enforcement

Prceram clearlvy indicated that in a number of instances, an Urban Renewal
Program would have been & more avpropriate treatment for the areas selected.
The 1909 policy provided clarification by reiteration of the policy pre-
vicusly set forth and the provision of additional guidelines for better
selection of project aress. HMost of the projects selected by the GAO in
their study had been approved under earlier guidelines. This was under=
standable since the GAD was checking on projects that had been in operation
over a period of several vears, but in a program as new as this, the changes
in policy were not fairly reflected in the projects studied by the GAO.

On zn overall basis, HUD is confident that the selection of project areas -=-
faulty in some instances=--is nonetheless proceeding within proper limits.

A good index of this is the record of dwelling units requiring demolition

in project arcas. Tae following table shows the number of structures and
dwellineg units in the proiect areas as of June 30, 1970, and the number of
these clacsified as substandard or subject to demolition.

Structures Dwelling Units
Total in Areas 317,460 580,767
Substandard 221,317 413,516
To be Dewolished 5,554 9,490

The HUD guideline, publishad February 17, 1969, states: '"Ordinarily the
esrimated number of properties to be demolished should not exceed two or
three percent, and rarely five percent."” The number of structures marked
for demolirion in the above table is 1.7 percent of the total.

GAO sugpests, as additional site-selection criteria, more intensive testing

of the degree of detericration in proposed project areas and the extent of
poverty in the areas. For many months HUD has Investigated these and other
site~selection factors., but remains unconvinced that the additional documenta~
tion which these eriteria would require-othe results of interior housing
inspections, for exauple~-are nacessary to make sound judgments, The Departe
ment has tried to avoid encumbering this program with extensive documentation,
since it is felt that the bssis for sound site-selection decisions should be
available in community records and through onesite inspections by code
specialists, With the publication of more explicit guidelines on February 17,
1969, the Department believes that site~selection mistakes have been reduced
without subjecting communities to unnecessary documentation.
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Problems of City and HUD Manacement of the Concentrated Code
Enforcement Program

The GAO contends that cities have assigned inadequate numbers of staff to
their approved Code Enforcement projects and that HUD has failed to carry
out its management responsibility in assuring adequate staffing, effective
local management and prompt ccapletion of the local projects within three
years, We certainly admit to shortcomings in this area. However, we are
coping with a type of local government activity that has a history of
ineffective codes, inadequate staff, few, if any, examples of effective
local codes management, little or no prcfessionel tradition, and frequent
record of local political interference., We are cealing with one of the
traditionally weak areas of local public management. Faced with a practicel
choice of cleosing down vital projects and destroying the positive efforts
by the city, we have often settled for less than we would like,

GAOC mentions the lack of project closeeouts as a result of poor program
management, Although our record could be improved, the GAO was reviewing
projects in a new program where only a feb of the first projects had been
in operation for three years. Projects began to be closed out almost
immediately after the cut-off date GAO used, and project closeeouts have
been increasing rapidly since then, We should also point out that some
projects are in fact completed but not officially '"closed out' because of
problems on such things ss final accounting for the project, As we and
the cities gain additicnal experience and the number and quality of local
staff incresse, our record has improved.

BUD haes just completed a new review of the Concentrated Code Enforcement
Program and administrative changes will be implemented during the balance
of the fiscal year, Most of these are based on experience since the 1569
changes in program policy and management improvements developed in Chicago
Region that are cited in the GAO report, These include:

a. More sophisticared site selection criteria coupled with
onesite pre-gpproval inspections to assure that CCEP funds
are applied to areas where there are good prospects of
arresting decline.

b, Tightened monitoring and follow-through techniques to verify
and insure program progress,

c. More careful review of the proposals for local staff and
more close follow-up on the number and qualifications of

staff actually employed,

d. The review of local followethrough activities necessary for
maintaining rehabilitation efforts.
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Action by the Department to decentralize responsibility to Area Offices
and combine the several telated HUD programs in support of local community
development should provide more effective monitoring and coordination of
the CCEF program. We also plan to work with the cities to develop local
techniques and capacity for the local evaluation of the adequacy and
effectiveness of their code enforcement activities.

Public Improvements

The draft GAO report statés that HUD has allowed local governments to
overemphasize the use of CCEP funds for public improvements. We are
reviewing our present policy and expect to provide more clear guidelines

as a part of our overall review of the program, After two years of
operating experience, we issued the present guidelines in February 1969
based on problems which had developed., Most of the projects reviewed by

th: GAO were in the group approved prior to the new policy. Those guide-
lines were intended to provide a framework for decisions by HUD field staff,
not serve as absolute ceilings, and there have been some individual projects
approved since 1969 that exceed the guidelines, Each project must be re-
viewed on an individual basis and in some cases essential public improves
ments are a key to the success of the project.

Any revision in our present flexible policy will need to allow for this
individual treatment of each project on its merits, The GAO report cites
several examples of projects with a high ratio of public improvements. The
picture nationally shows that about 50% of the funds from approved projects
is used for this category of approved cost. As of June 30, 1970 there were
151 active projects with a total project cost of $246,347,000 (§173,759,000
of this was Fideral funds). Public Improvement costs in the project budget
totaled $133,571,000 or 547 of the total project cost. It should be noted
that the cost of public improvements involving construction activity is much
higher than the staff and related 'software" costs for other phases of local
CCEF projects. {See GAQ note below.)

The importance of public improvements to the locality and to the success of
the CCEP program can be seen in the priority individual cities have placed
in this type of upgrading of the local community facilities. The 132
communities in the program as of June 30, 1970, are spending $209,180,000
for public improvements in 151 project areas over and above the eligible
shared public improvement items in the project budgets. They also are
spending $42,371,000 as their share of the eligible public improvement items
in the budgets. This means that the communities regard streets, alleys, and
other publie improvements as so vital to neighborhood conservation they they
are outspending the Federal Government on these improvements by a margin of
$251,560,000 to $91,200,0C0,

GAO note: The public improvement costs cited by the Assis-
tant Secretary differ with the figure used in our
report. We discussed this with HUD officials who
said that the Secretary's figures were incorrect.

— -




APPENDIX I

€
Project residents of both standard and substandard dwelling units benefit
from the public improvements made. The total amount budgeted for public
improvements amounts to about $225 per project dwelling unit, a very modest
figure when compared to site improvement costs ordinarily expended in
connection with new construction., Actually, many residents outside the
project area also benefit from the public improvements inside the project
area. All the rest of project costs including administration, operations,
training, legal services and advisory services to area residents and
property ownars amounts to some 3200 more per project dwelling unit, We
know of no cther program wihich provides so much housing improvement for so
little in Federal expenditures. We know of no other renewal effort that has
acconplished s0 much in so short a time,
A substantial amount of visible public improvement must often be done in
order to entice property owners into performing the necessary improvements
on their builcings. Much of the rehabilitation required under code enforce-
ment is not readily visiblie or even functional on a day-to-cay basis (e.g.,
electrical rewiring, provisions for fire exits, fire walls, plumbingz
deficiencies which people have gotten "use to" over time. When the inspector
tries to convince the owner that it is to his benefit to make these kinds of
{expensive) changes, he is far more likely to have some level of success if
he can point to the improvements {very visible) which the ¢ity is paying for
in his neighborhood. The psychological importance of public improvements
should not be underestimated. Some cities haye even learnmed that the improve-
ments must be put in first before they can convince property owners into
putting up their own money. The public jmprovements represent a visible pay-
off for the owner who is required to pay a substantial cost for ncnevisible
housing improvements required under the codes.

In our introduction we have pointed to the overall accomplishments of the
Concentrated Code Enforcement Program. Although the CAD draft report has
identified s:veral important areas of need for improvement in program manage=-
ment, dwelling on the shortcomings of the program can provide a distorted
view of the overall achievements of a relatively new and evolving procgraum.
Local Code Enforcement has a vital role to play in attempts to preserve the
housing stock throughout the cities. But local efforts by themselves are
insufficient to ¢reate the condiitiens necessary to maintaining individual
neighborhoods in viable and desirable conditions,

The Concentrated Code Enforcement Program combines local efforts with the
public improvements, staff resources, relocation benefits, and individual
financial assistance necessary to move Code Enforcement beyond an application
of police power to a situation where pride in home and neighborhood can be
generated and fulfilled.
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The degree to which decline is arrested varies primarily according to
the original condition of the area's structures, the generatior of

community pride through necessary public improvements ana resident involve-
ment, the extent of home-ownership and single-family dwellings, local staff
effectiveness in combining enforcement with counseling, the cconcentrated
availability of financial assistance, the thoroughness of federal monitoring,
and the severity of unstabilizing influences, When the requisite mix of these
key variables has been present {even in large cities where CCZP is wmost
difficult), Concentrated Code Enforcement projects have resulted in substantial
physical iaprovements, stable neighborhoods, prolonged economic life of
structures, reduced abandonment, and the conditions necessary for these improve=
ments to endure., The management of the Concentrated Code Enforcement program
can be improved at both the Federal and local level., But the program is needed,
has worked, and should be continued.

The GAO recommendations will be reviewed closely. We have indicated a few of
the specific areas of review in the body of this letter. Several general
changes in HUD management and policy will also have an important impact on the
CCEP program. By bringing all community development programs under one ume
brella we hope to coordinate each more effectively, The CCEP program should
benefit considerably., The GAO draft audit has recognized another important
development in HUD's decentralization of field operations to 40 Area Offices.
This will bring HUD program staff closer to the local governments served by
our programs and bring together housing, community development, and community
planning resources., Working more closely through local general purpose govern~
ment will be an important outgrowih of HUD decentralization. The impact of
the several programs can be brought together and packaged more effectively.
The Detroit experience, cited by the Ga0, of ccordinating FHA approvals and
code enforcement planning is an example of the coordination possible through
decentralization and realignment of HUD programs.

Improved evaluation and monitoring of each Community Development program, at
the national level, at the Regional and Area Office level and, most important
at the local level, is an important aspect of the HUD reorganization in the
central office and the field. A special national study of CCEP was one of
our first efforts in program evaluation under the new organization. The GAC
draft audit has been a valuable input to this study.

Any current changes in policy or management of CCEP will need to consider
the longer-range impact of HUD proposals for Community Development Special
Revenue Sharing now being considered by the Congress. As presently proposed,
CCEP and related programs like Urban Renewal, Neighborhood Developrent and
Neighborhood Facilities will become the basic components of HUD Special
Revenue Sharing., In effect each city would receive an allocation of funds
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and have wide checice in usin: funcs for CD activities of highest local
priority. From the evidence of the last two or tlrze vears, CCEP tvpe
of activity is expected to uce an increasingly large share of funds
available based on local discretion. Progroms like Model Cities have
shown a high demand for presarvation and rehaoilitation of residential
areas in preference to clearance and redevelopment.

The record shows that HUD recogn:zed that the process of code enforcement,
both in its unassisted forrs unaer the Workable Program for Community
Improvement and in its fedcrally assisted feorm in the Concentrated Code
Enforcement Program, is a sensitive operation which cannot possibly oe

carried out without encountering technical problems, administrative com-
plexities and at least some citizen resistance. Hewever, HUD also

recognizes that the record clearly shows that Federal assistance to communities
for code enforcement has beceme a steadily more productive means of conserving
the naticn's housirg supply in the last five years. That record is worth
defending. It is worth building on. HLD fullv intends to do that, with the
growing cooperation and understanding of community leaders and neighborhood
residents throughout the countrv. .

Sincerely,

' o %.& é-a@"\gﬁ

Floyd H. Hyde
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PRINCIPAL OFFIC

THE DEPARTMENT OF HOUSING AND URBAN

J2ST eQuMENT AVALARIE

TALS OF

DEVELOPMENT RESPONSIBLE FOR THE ADMINISTRATION

OF ACTIVITIES DISCUSSED IN THIS REPCRT

SECRETARY OF HOUSING AND
URBAN DEVELOPMENT (formerly
Administrator, Housing and
Home Finance Agency):

George W. Romney
Robert C. Wood
Robert C, Weaver

ASSISTANT SECRETARY FOR
HOUSING MANAGEMENT
(formerly Assistant
Secretary for Renewal and

Housing Management) (note a):

Norman V. Watson (acting)
Lawrence M, Cox

Howard J. Wharton {(acting)
Don Hummel

ASSISTANT SECRETARY FOR
COMMUNITY DEVELOPMENT:
Floyd H. Hyde

Tenure of office

From Tec
Jan. 1969 Present
Jan., 1969 Jan. 1969
Feb., 1961 Dec., 1968
July 1970 Mar. 1971
Mar, 1969 July 1970
Feb, 1969 Mar. 196°%
July 1966 Feb. 1969
Mar, 1971 Present

8Effective March 1, 1971, the Code Enforcement Grant Program

was placed under the Assistant Secretary for Community

Development.
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