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Foreword

The Lyndon B. Johnson School of Public Affairs has
established interdisciplinary research on policy prob-
lems as the core of its educational program. A major
part of this program is the nine-month Policy Research
Project, in the course of which two or three faculty
members from different disciplines direct the research
of ten to twenty graduate students of diverse back-
grounds on a policy issue of concern to an agency of
government. This “client orientation” brings the stu-
dents face to face with administrators, legislators, and
other officials active in the policy process, and demon-
strates that research in a policy environment demands
special talents. It also illuminates the occasional diffi-
cuities of relating research findings to the world of
political realities.

This report on community development planning
for East Austin was the result of a Policy Research
Project conducted in 1979-80 in response to a request
from the East Austin Chicano Development Corpora-
tion (CDC). The study outlines strategies and initial

program implementation plans for preserving the East
Austin neighborhood, stimulating employment, and
improving commercial and community services in that
area of the city. Funding for the project was provided
by the Lyndon Baines Johnson Foundation and the
School of Architecture of The University of Texas at
Austin.

1t is the intention of the LBJ School both to develop
men and women with the capacity to perform effec-
tively in public service and to produce research that
will enlighten and inform those already engaged in the
policy process. The project that resulted in this report
has helped to accomplish the former; it is our hope and
expectation that the report itself will contribute to the
latter.

Elspeth Rostow
Dean
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Introduction

Like many Sunbelt cities, Austin, Texas, has grown
rapidly over the last twenty years, sustaining low
unemployment and rising incomes while maintaininga
low cost of living. High technology industries have
moved into Austin offering what appears tobe asource
of upwardly mobile stable jobs to complement the
already stable employment offered by the stategovern-
ment, the University of Texas, and the military. How-
ever, the low-income, segregated inner-city neighbor-
hoods have not shared the growth and economic pros-
perity benefitting the city as a whole.* The East Austin
Chicano community, in particular, has experienced
neither population growth nor rising incomes. In addi-
tion, the community residents do not appear to be
benefitting from the influx of industries into Austin;
low wages, high turnover, and low productivity con-
tinue to typify the East Austin Chicano worker's job.
The low incomes in the neighborhood contribute to the
difficulty of maintaining and improving the housing
stock; housing values withinthe neighborhood are well
below the city average. Now the neighborhood resi-
dents are threatened with displacement as housing
speculators and downtown revitalizers eye the under-
priced center-city residential locations occupied by the
Chicano community.

The Chicano community has tried to make its voice
of protest heard in the larger Austin community. Gain-
ing impetus from the Community Action Programs of
the 1960s, the East Town Lake Citizens’ Association
(ETLCA) was formed to provide a cohesive umbrella
organization representing the several grass-roots neigh-
borhood organizations. ETLCA was organized in 1974
when the City of Austin displaced several Chicano
families in order to expand FiestaGardens,a municipal
park. The residents did not want the additional park
land, which would be used for the most part by people
{from outside the neighborhood. Nevertheless, ETLCA
was unsuccessful in stopping the park expansion.

After this failure, ETLCA reorganized around the
issue of the park’s prime use, the annual speedboat
races on Town Lake. ETLCA charged that the races in-
truded upon neighborhood tranquility because of ex-
cessive noise and litter. The ETLCA won this round,
and the boat races have been defunct since 1977.

*See Appendix A for a fuller description of the growth in
Austin and the contrasting lag in the Easl Austin Chicano
neighborhood.

xi

The community again entered the political arena to
protect its interests in 1978 when the City Council
initiated a downtown revitalization program. The pro-
gram called for public sector assistance to private
investors wanting to build hotels, convention centers,
and office complexes in Austin's central business dis-
trict. Austin's City Manager proposed spending $2
million of Community Development Block Grant
(CDBG) funds on downtown revitalization projects;
CDBG funds, up to that time, were primarily targeted
to the low-income neighborhoods. Thus, the East Aus-
tin neighborhood groups felt the City Manager's pro-
posal, if approved, would take away money which had
previously been targeted for the East Austin area.
ETLCA joined in an administrative complaint to the
HUD regional office, which ruled against the City's
proposal.

Then in the spring of 1979 the City Council unveileda
plan to revitalize downtown Austin, prepared by the
American Cities Corporation (a large out-of-state con-
sulting firm}. This plan called for the clearance of a
large tract of downtown land adjacent to the East
Austin neighborhood, and the construction of office
buildings, convention hotels, condominiums, and town-
houses. ETLCA, along with other groups, vehemently
opposed this plan, arguing that such a development
would cause land prices and taxes to increase in ad-
jacent neighborhoods, resulting in displacement. Ad-
ditionally, American Cities Corporation did not re-
spond to the neighborhood’s need for suitable employ-
ment opportunities. The neighborhood groups could
see that the hotel, convention center, and office jobs
promised by the proposed urban renewal would mean
only more low-paid, “dead-end" jobs for the Chicano
community. The threat posed by the American Cities
plan caused a rejuvenation of the ETLCA. Through
public hearings, protest marches, and contactingmem-
bers of city commissions, the ETLCA became a leader
in the successful fight against the American Cities
plan.

Finally, the ETLCA protested an Overall Economic
Development Plan (OEDP) prepared during the sum-
merof 1979 by itteeof privatecitizens inted
by the City Council. This plan would have made the
city eligible to receive planning grant funds from the
federal government for use in depressed areas of the
city. ETLCA opposed the OEDP, as did some ather
community groups, because it had not been prepared
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according to federal guidelines for community partic-
ipation; East Austin residents had not been involved in
developing the OEDP even though their community
was one of the targeted areas. The City Council rejected
the OEDP.

These effective political campaigns against city de-
velopment projects has made the ETLCA a significant
political force in Austin. Since those victories, its leaders
have been consulted by the Austin business establish-
ment, and the city government is much more sensitive
to community desires.

To consolidate its political gains and to take a more
active, positive role in preserving the neighborhood
and improving employment, housing, and commercial
and community servies, the ETLCA established acom-
munity development corporation in the fall of 1979,
shortly after the defeat of the OEDP. This private
nonprofit corporation has the legal capacity to set up
profit or nonprofit enterprises, receive public funds,
and participate in joint ventures with the City. Its

and individuals, and (2) the depleting housing stock.
The first chapter of this section briefly summarizes the
dynamics of the neighborhood’s housing market and
the causes of displacement of neighborhood residents
from their homes. Following this background informa-
tion, the chapter presents housing and antidisplace-
ment goals and the specific strategies developed to
address each of these goals.

The community group expressed concern that the
neighborhood residents were not participating in the
expanding employment opportunities and rising in-
comes enjoyed by Austin residents as awhole. Chapter
2 investigates the unemployment and underemploy-
ment problem in the East Austin Chicanoneighborhood
and specifically focuses on potential causes of this
problem, such as lack of education, training, and trans-
portation. Several strategies to expand employment
opportunities for neighborhood residents are then out-
lined. These include the development of renewable
energy or conservation equipment enterprises and the
sl

board of directors has a majority of ity resi-
dents representing the member grass-roots groups,
i d by r atives of the banking com-
munity, private business, organized labor, and the
public sector.
To develop strategies and initial program implemen-
tation plans, the new East Austin Chicano Develop-
ment Corporation (CDC) asked fi hni

] assistan:

of links between the CDC and the City of
Austin to increase theaccess of communityresidentsto
future job opportunities with new firms locating in
Austin,

Another concern expressed by the community group
was the need for better utilization of available com-
munity resources to build an economic base and pro-

from The University of Texas at Austin. Two profes-
sors at the University—one from the LB] School of
Public Affairs and the other from the Graduate Pro-
gram in C ity and Regional Planning ized
a year-long field course with twenty-three students to
provide the technical assistance to ETLCA and the
CDC in preparing development strategies. The class

mote growth within the neighborhood.
Chapter 3 presents the results of an assessment of
current commerical activity in the neighborhood and
an analysis of the neighborhood retail market for the
purpose of identifying the types of commerical activi-
ties which are lacking in the neighborhood and those
which would have the greatest probability of success.
To supplement the quantitative analysis, a survey of
b

worked with a resourt itteeof dminor-

ity professionals that acted as liaison with the neigh-
barhood group. The following report on strategies and
resources for the East Austin Chicano community is a
result of this cooperative endeavor. However, the report
should not be construed as representing the position of
ETLCA.

While the analysis and information are directed to-
ward the East Austin Chicano community, it is hoped
that many of the ideas and resources described will
also be useful to low-income communities in other
cities.

owners was conducted to investigate the
views of local merchants withrespect to the commercial
possibilities and problems of the East Austin neighbor-
hood. The chapter concludes by outlining a number of
strategies the CDC could pursue to assist commercial
devel within the neighborhood, and identifying
a number of specific commercial activities the CDC
could establish or encourage.

Institutional development is central to the success of
community economic development. The final chapter
of Part I discusses the institutions, both inside and
Eutside the neighborhood, through which the planning,

N N ranhing

InPart I of this volume, various ity develop-
ment concerns articulated by ETLCA are analyzed and
appropriate strategies identified. Two of these con-
cerns are (1) the displacement of neighborhood resi-
dents resulting from government actions and
investment in the neighborhood by outside interests

and ing of the actual programs
will take place. The chapter examines several institu-
tions, including CDCs, financial institutions (banks,
savings and loans, and credit unions), and cooperatives,
and outlines the potential role of each in community
development within the neighborhood.



Among the strategies presented in Part I, ETLCA
indicated particular interest in housing rehabilitation,
a new construction program, and an employment pro-
gram. Programs and implementation procedures for
each of these strategies are presented in Part II. Both
implementation plans outline the program goals, the
sequence of activities, the relevant actors, and funding
sources.

xiif
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Postscript

The East Austin Chicano Development Corporation
was successful in its first bid to the City of Austin for
funding. The CDC received $250,000 in Community
Development Block Grant funds in thespringof 1980 to
be used for staff training and institutional capacity
building. The CDC is now gearing up to implement a
number of the proposals discussed in this report.
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The revitalization of neighborhood housingis an im-
portant in the overall ic develop-
ment of the East Austin client community. Housing is
an easily identifiable characteristic of any neighbor-
hood; the provision of decent, habitable housing not
only produces neighborhood pride but also eliminates
unsafe and unsanitary living conditions.

The current housing problems in the neighborhood
can be characterized by a shrinking and deteriorating
supply of homes, residential displacement (due to an
inadequate supply of housing), and the absence of city
housing programs that address all the needs of the East
Austin neighborhood. The primary objective in ad-

dressing these probl isto in the East Austin

community as a desirable residential neighborhood by
providing habitable and standard housing. The goals
are:

Housing and Displacement

past decade. A comparison of the Building Standards
Surveys of 1971 and 1978 indicates that 334 units
were lost from the housing inventory—an average of
48 units each year.
" The median value of housing in Austin in 1975 was
$28,742, while the comparable figures for the two cen-
sus tracts included in the client neighborhood com-
munity were only $11,005 and $12,857. These two
tracts have the lowest median housing valuesin Austin.
According to the 1978 Building Standards Survey,
16 percent of all neighborhood units were dilapidated
(in violation of the Austin Housing Cade). These units
were found to have inadequate plumbing, faulty elec-
trical wiring, and/or structural defects. The same sur-
vey reported that 32 percent of the neighborhood
housing units were deteriorated, although some of
these umts mayrequire only minorrepairs. Prior to the

* todevelop expertise in the C ity D
Corporation (CDC) for planning and implementing
housing programs;

to rehabilitate existing housing units;

to construct new low- and moderate-income hous-

oy

ing;

to control the displacement of neighborhood resi-
dents.

In this chapter, the existing housing conditions are
first discussed and then strategies for achieving the
above goals are presented. This is followed by an

extended di of existing displ forces
and a ion of several antidispl strate-
gies.

CONDITION OF THE NEIGHBORHOOD
HOUSING STOCK

The 1978 Building Standards Commission Survey re-
ported a total of 3,959 housing units in the neighbor-
hood. While 4.5 percent of the total Austin population
resides in this neighborhood, these housing units rep-
resent only 3.4 percent of the total housing stock.
Seventy-four percent of the housing unitsin the neigh-
borhood are single-family units, and an additional 7
percent are duplexes, The remaining 19 percent are
contained in structures with three or more units. The
majority (57 percent) of these units are renter-occu-
pied, and the remaining 43 percent are owner-occupied.

An unsettling force in the East Austin neighborhood
is the loss of housing units which has occurred in the

h of a housing project, the CDC needs to
assess carefully the Building Standards C i
Survey and identify those units that are most in need
of housing rehabilitation.

CITY OF AUSTIN HOUSING PROGRAMS

Efforts to redevelop neighborhood housing should
complement existing city housing programs. The City
of Austin offers two major housing rehabilitation
programs for home owners: (1) a rehabilitation pro-
gram intended to help owners bring housing units up
to minimum code standards; and (2) a program ad-
ministered under Section 312 of the National Housing
Act by providing low-interest loans. These are dis-
cussed in more detail in the last section of this volume.
There are no programs, however, that address the
needs of tenants living in substandard units.

The CDC and its client neighborhood cannot, there-
fore, depend solely on the existing City program to
alleviate housing problems. Under new HUD regula-
tions, community-based organizations are eligible to
receive Community Development Block Grant funds
to carry out housing projects within neighborhoods.

HOUSING STRATEGIES

The following short-term goals and options address
the problem of establishing the necessary administra-
tive track record before larger-scale housing rehabili-
tation and new construction programs are undertaken.
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Goal One
To develop CDC expertise in the planning and

implementing of housing programs.

Option One
The CDC could act quickly to designatea prelimi-
nary, temporary staff for housing. This staff
would then choose among theinitial projects that
might be undertaken until a full-time staff can be
arranged.

Feasibility
It could be initiated immediately. Two sources of
organizational expertise have been identified:

1. The Neighborhood Information Sharing Ex-
change (NISE) is a program of the Department
of Housing and Urban Development's Office of
Neighborhoods. This is adatabank andreferral
system for activist neighborhood groups.
The National Economic Development Law
Project (NEDLP) provides legal and planning
assistance to CDCs and to Legal Services
Corporation-funded Attorneys. NEDLP will
provide assistance and on-location advisors
for newly formed CDCs as they initiate pro-
jects.

Valuable publications are free of charge.

Applicability
While initial {modest) rehabilitation projects are
being planned, this strategy is aimedat beginning
the educational process within the CDC to orga-
nize and develop financial packaging expertise.

Most new CDCs have been found to lack tech-
nical expertise in these areas:

identifying potential properties, making site

analyses, and planning;

providing architectural and engineering ser-

vices;

conducting market surveys;

performing cost analyses.

Accordingly, a training program for the CDC
staff that will be responsible for any housing pro-
grams undertaken must address these areas of
expertise that are frequently stumbling blocks.

Option Two
The CDC could organize a neighborhood-wide
inventory of housing conditions and ownership.

Feasibility
It could be initiated immediately. Information
that could be gathered by this inventory of hous-
ing is vitally needed by the CDC in developing an
overall housing strategy. It would also help in
identifying the first target properties for rehabili-
tation projects.

P

Applicability
The inventory gathering should be designed to
assist the CDC in achieving both the short-term
and long-term goals. The inventory should in-
clude:
 delineation of housing project boundaries;
« examination of property tax roles for tenure
patterns;
o identification of vacant lots;
o estimation of the number of residences requir-
ing rehabilitation by classification:
(1) standard;
(2} standard, but requiring repairs;
(3) deteriorated, including any house that is
substandard but that can be rehabilitated;
(4) dilapidated, including all sub dard
units containing structural damage that
would make rehabilitation very difficult,
too expensive, or impossible;
(5) terminal, requiring condemnation and
demolition;
tenure classification:
(1} owner-occupie
{2) investor-owned;
(3) single-family or multi-family designation
for the first two forms of tenure;
mapping of the information gathered;
provision for the continual updating of the in-
ventory data, so that the CDC may always
make project decisions on the basis of the most
current information available.
Goal Two
To improve the housing stock in the community.
Option One
The CDC could begin a housing rehabilitation
project. A discussion of housing rehabilitation
and new construction program proposal to ac-
complish this goal makes up amajorportion of the
last section of this volume. For this reason, the
rehabilitation option is not discussed further at
this point. (See also Appendix B for some ex-
amples of Housing Rehabilitation Programs.)
Goal Three
To determine a set of options for housing owner-
ship in the client neighborhoods.
Option One
The existing pattern of ownership could be con-
tinued.
Feasibility
Because this perpetuates the “status quo” situa-
tion in ownership, it is the simplest of the options
to pursue.

..



Applicability

The private system of ownership in the client

neighborhoods would be retained. Administra-

tively, the CDC would encounter relatively few
problems with this option.

However, adoption of this option would mean
that neighborhood residents would still be vul-
nerable to rising property values, rising rents,
and probable displacement of area residents who
are unable to meet these costs in the future. (See
discussion of displacement below.)

Additionally, the CDC would lose control over
the future maintenance and upkeep of properties
which they help to develop. Thereis noassurance
that the CDC's activities would have the long-
range effect of improving the quality of life in East
Austin.

Option Two

The CDC could become the manager and the

owner of a portion of the client neighborhood

housing.
Feasibility

This option requires substantial financial re-

sources and is, therefore, more complicated than

the first option.
Applicability

There are numerous examples from across the

country in which CDCs have assumed alandlord

role. This approach offers these advantages:

o The CDC could act to control rising rents.

* Because the CDC is a nonprofit corporation, if it
chose to become a landlord and property man-
ager it might be better equipped to buffer rising
property values.

As the property owner, the CDC could act to
keep its properties well-maintained. By its ex-
ample, the CDC could influence the larger com-
munily in pursuing neighborhood upkeep.
Acting as a property manager would afford the
CDC the opportunity to develop management
expertise and may lead to arole in training pro-
grams for construction trade workers.

Option Three

The CDC could investigate the possibility of in-

troducing housing cooperatives in the client

neighborhoods.

Definition: A cooperative is a form of home
ownership in which the member owners pur-
chase shares in the cooperative, and in which a
board of directors is elected by the members to
govern the co-op. A cooperative differs from a
condominium form of ownership. The major dif-
ference is that in condominium ownership each

Housing and Displacement

owner actually owns a unit within the condo-
minium property; in a cooperative, each member
owns a share in the venture, but does not own a
housing unit privately.

Feasibility
The CDC could include any of its properties in a
cooperative. The cooperative itself would prob-
ably be separate from the CDC, since cooperative
members alone decide how the co-op is governed
and managed. However, the CDC could assumea
role in promoting cooperatives by providing both
technical and financial assistance to new coop-
eratives.

Applicability
This option offers some of the advantages men-
tioned in the second option. A cooperative might
alsoopen up a form of housing ownership toarea
residents who have not been able to move past
rental tenure.

A cooperative would also meet, in part, the
goal of retaining neighborhood control in the
housing area. It might also be affected by rising
property values. However, the cooperative
mechanism would permit greater flexibility in
controlling the costs that would normally be
incurred by residents due to property value in-
creases.

Goal Four
To determine ways to finance the acquisition of
properties in the client neighborhoods for new
construction.

Option One
The CDC could work more closely with the City
of Austin, which has the powers of eminent do-
main and the authority to undertake urban re-
newal. If the City acquires properties in this
manner, the CDC could then acquire such pro-
perties through an agreement with the City.

Option Two )
The CDC could establish itself as a private de-
velopment firm. It would then purchase struc-
tures and land to meet development objectives.
Financing would depend on securing local bank
backing.

Option Three
‘The CDC could seek City Council approval to use
Community Development Block Grant funds to
purchase properties for development.

Option Four
The CDC could use the Neighborhood Self-Help
Development Program grants (Department of
Housing and Urban Development) to make pro-
perty purchases.
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Option Five
The CDC could purchase properties that have
reverted to the City because of deli taxes.

manage private rei in the client neighbor-
hoods.
Displ has been frequently associated with

The City should be encouraged to adopt a policy
that would give CDCs first options on buying
lands that the City has acquired in this manner.
Option Six
The CDC could lobby the City of Austin or Travis
County officials to establish a bond issuance
authority that complies with the new Texas Hous-
ing Finance Corporation Act (THFCA) mortgage-
subsidy bond program.
Feasibility
It would depend on the action of the City Council
to use the authority extended to local govern-
ments by Housing Finance Corporation Act.
Applicability
The purpose of the Act is to subsidize the mort-
gage market—especially mortgages for low- and
moderate-income housing—through theissuance
of tax-exempt bonds. Enacted in June 1979, this
revenue-raising tool (THFCA) seems to have at-
tracted the eager attention of many major Texas

the eviction of persons by government-sponsored ac-
tivities, such as urban renewal. However, the term can
also be applied to the situation in which high- or

iddle-i: h hold: pete for housing in
neighborhoods that have traditionally been domi-
nated by lower-income groups. The following defini-
tion applies to both forms:

Displacement occurs when any household is

forced to move from its residence by conditions

which affect the dwelling or its immediate sur-
roundings, and which:

(1) Are beyond the household's reasonable abil-
ity to control or prevent;

(2) Occur despite the household's having met all
previously imposed conditions of occupancy;
and

(3) Make 1 occupancy i
ardous, or unaffordable:

Y

haz-

Many questions exist concerning the extent and
§ Disol

cities. The legislation enables local gove

to issue tax-free bonds for many of the same
activities contemplated by the CDC, such as in-
come housing rehabilitation and multifamily unit
construction ventures, both public and private.

The CDC could form a subsidiary corporation
which would be able to funnel financing subsi-
dies to CDG housing projects. However, the local
government would designate one of the local
corporations as the bond issuer; success in ob-
taining this designation would depend on the
ability of the CDC to persuade Council members.
Furthermore, the City is able to approve or to
disapprove any and all of the projects that might
use this fund.

If the THFCA financing route is elected by the
CDC, it will entail applying pressure to local
governmental officials. If the City elects to par-
ticipate under this Act, the CDC should be pre-
pared o present a program for rehabilitation
and new housing construction.

DISPLACEMENT IN EAST AUSTIN

Displacement of East Austin residents has been iden-
tified as one of the major problems confronting that
community. This section provides an overview of the
displacement problem and then outlines two strate-
gies with the following goals: (1) to monitor govern-
mentally caused displacement, and (2) to promote and

of all types of displ

due to reinvestment must be viewed in the context of a
mobile society. Twenty percent of all Americans move
in a given year. Detached single-family dwellings are
resold on the average of once each eight years: Even
where considerable displacement has 1aken place, as
in Washington, D.C., Seattle, and San Francisco, reli-
able data to determine the degree of voluntary dis-
placement does not exist. It is therefore difficult to
determine, in any given area, the extent of displace-
ment due to various causes, such as: (1) lease agree-
ment violations, (2) defaults on rents, (3) mortgages or
taxes, (4) relocation of employment, and (5) the simple
desire to find more suitable housing voluntarily.s

Displacement caused by public policy was most
prevalent during the late sixties and early seventies,
as a result of urban renewal and extensive highway
construction activity. Private reinvestment, however,
is arelatively new phenomenon in the arena of central
city housing and commercial development. This was a
response to such market considerations as:
* a widespread lack of affordable housing at all in-
come levels;
the good quality and large size of much of the older,
inner-city housing stock;
the proximity of employment and recreational op-
portunities, particularly in view of rising gasoline
costs;
the housing “restoration ethic” and the rediscovery

.



by young, middle-class households of the benefits
of urban living;
the sociological changes in the makeup of families—
particularly families with fewer children, or couples
that have postponed child-bearing, and whose high-
er disposable incomes have given them acompetitive
advantage in inner-city housing markets.s
The “filtering down” theory has been advanced to
explain how low- and moderate-income housing be-
comes available to poorer households. According to
this theory, older housing usually depreciates to a
relatively low value (compared to new construction),
and is therefore made available to households with
lower incomes as the former occupants “move up” to
better and more recently constructed units. While the
filtering process may be operating for the more mobile
residents of East Austin, for the lower-income resi-
dents there are no real alternatives in the city for home
ownership at existing market prices. The Travis
County/City of Austin housing stock has been grow-
ing at a rapid rate—from 100,702 dwellings in 1970 to
147,963 units in 1976—and the median cost of owner-
occupied dwellings increased from $27,500 to $33,000,
measured in constant 1978 dollars. This rate of in-
crease in housing value is considerably higher than
the rate found in the decade of the sixties. The great-
est increases in the number of housing units have
been concentrated in the more expensive brackets. By
1978, the average value of new construction, per unit,
rose to over $50,000.

Computations of the Austin Board of Realtors in
February 1980 showed that the average cost of that
month’s newly constructed units was $59,100. Since
mortgage lenders compute monthly payments—as a
“rule of thumb"—at 25 percent of income, an 80 per-
cent mortgage for the average new home in Austin
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cent of all units. Recent estimates have placed the
percentage of owner-occupied units in Austin at about
45 percent of all units.®

Losing residents through displacement is recognized
by the East Austin community as a serious problem.
The area encompassed by the East Austin Chicano
CDC lost approximately forty-eight households per
year between 1971 and 1978. The East First Street
Neighborhood Advisory Council has described the fol-
lowing areas as “target areas for displacement preven-
tion"?
the French Legation-Guadalupe Street area, bound-
ed by IH-35, East 11th Street, Navasota, and East 7th
Street;
the East First Street area, bounded by IH-35, East 4th
Street, Comal, and Town Lake (the Colorado River);
the Rainey Street area, between IH-35 and Town
Lake south of East 1st Street.
Most of the housing construction that has occurred
in the Austin area has been located in the northwest
and southwest parts of the city and in the adjacent
areas of Travis County. The two most important fac-
tors in locating development in these areas have been
the relatively lower cost of land and its availability in
large tracts that are amenable to development.

However, there are indications that a shift has been
occurring in the location of new construction. More
construction is occurring near the center of the city. The
case of Clarksville, a historic enclave of Blacks, dating
back to just afterthe Civil War, has become a celebrated
illustration of this change. Following the efforts of the
neighborhood residents to have the city pave and gut-
ter their streets, the area experienced a boom of new
construction and real estate speculation that threatens
to force the long-time residents out of their neighbor-
hood.

Di

is now available only to those famil. han
$22,000 annually® As a result, low- and moderate-
income h have been excluded from tradi-
tional financing, and are unable to compete for housing
with higher-income households. The last decade of
rapid growth in the Austin market has meant that the

4

p by federally d urban renew-
al programs has ended. However, neighborhood groups
must now be concerned with the reinvestment ad-
vantag d probable displ pressures—
that are inherent in any expenditure for capital im-
provements in East Austin. Strategies to prevent or to

percentage of units available to low- and -

minimize di need to be developed jointly

income individuals has declined, and that, in some
cases, higher percentages of annual income must be al-
lotted to housing.”

Another important trend in the Austin housing mar-
ket is the changing ratio of single-family tomultifamily
housing. Multifamily units, which represented 29 per-
cent of the housing inventory in 1970, accounted for
approximately 38 percent of all units in 1976, and
owner occupancy rates fell from 55 percent to 50 per-

among neighborhood organizations, government
agencies, and private sector actors involved in devel-
opment.

Philip L. Clay describes three stages of urban rein-
vestment related to the issue of neighborhood con-
trol The first stage ({represented by the Clarksville
situation) occurs when it becomes increasingly diffi-
cult to avoid displacement resulting from public expen-
ditures that have created speculative pressures. The
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second stage is characterized by a situation in which
neighborhood groups still have the opportunity to re-
shape the reinvestment process—before the invest-
ment and displacement have begun. This second situ-
ation is exemplified by both the Rainey Street and
French Legation-Guadalupe Street areas.

A third stage exists when there is little evidence of
reinvestment initiative, as is the case in the East 1st
Street area. In this situation, there is more “breathing
room” to develop longer range plans to alleviate the
threat of future displacement activity.

It should be noted that these stages are most impor-
tant in conceptualizing displacement threats. How-
ever, neighborhoods are dynamic units and there is a
constant movement or transition between stages. Much
of East Austin is tending toward thesecond stageand s
feeling pressure from reinvestment activity. The dis-
placement threat is most severely felt in the French
Legation-Guadalupe Street and Rainey Street areas,
the “target areas” identified earlier.

Clay describes a four-part process that the CDC or

any other association might employ to promote addi-
tional reinvestment in such a way that it benefits a
broad range of income groups. These steps are adapt-
ed to the East Austin situation and presented below,
and then specific antidisplacement strategies are iden-
tified,
Step. L. Classify neighborhood.—Neighborhood sub-
areas within the CDC's responsibility should be classi-
tied according to the type of reinvestment activity
which has occurred to date.

Step I1. Analyze the subareas relative to the residents’

i and antidispl needs.—Ananaly-
sis of the neighborhood and regional housing market
should be completed. The study of the neighborhood
market should include an inventory of land uses and
ownership patterns, a demographic analysis, a descrip-
tion of the type and degree of reinvestment in different
parts of the neighborhood, and a historical analysis of
the city's support of private ventures through its past
capital improvement investments.

Step IIL. Establish positive antidi goals for
each neighborhood subarea.—This step has already
been initiated in the East Austin area. During the last
ten years at least seven neighborhood-generated resi-
dential organizations have been formed. These organi-
2ations not only indicate relevant submarkets in the

are neighborhood oriented.

Among the goals already identified by the neighbor-
hood groups are the rollback of zoning from industrial
to residential use, target rehabilitation and rental as-
sistance in the most threatened areas, the formation of
a community-based development corporation to facili-
tate and coordinate reinvestment strategies, and the
creation of new such as Neighborhood
Zoning Advisory Councils which can more effectively
guide and control neighborhood reinvestment.

Although neighborhood-based devel can
never hope to achieve the financial resources available
to city-wide investors, there are many other means
available to neighborhoods for controlling develop-
ment. In seriously threatened areas, reinvestment can
be slowed by promoting zoning which supports the
neighborhood residential market rather than major
office or commerical development. In certain cases,
the courts might provide some relief. Even organized
protests by residents and other market disruptions
serve the purpose of increasing financial risk and
expense and therefore tend to lessen reinvestment
activity. But these approaches alone will not stop
reinvestment that is unfavorable to the neighborhood
market. A serious effort must be made to develop and
implement a comprehensive neighborhood-oriented
plan.

As a practical first step, the CDC could initiate a
tenant/homeowner counseling service. The informa-
tion gathered through contact with owners and rent-
ers could help the CDC policymakers in their twin
goals of choosing specific policy goals for each neigh-
borhood and keeping informed about speculators’ ac-
tivities.

Step IV. Select antidispl and rei

tools such as th it breaker property
tax (atax which provides relief tolow-income property
owners), antispeculation tax, and targeted use of any
available public funds for housing in accordance with
subarea goals.—Changing property tax policy and in-
fluencing housing rehabilitation or other typesofhous-
ing allocations involve citywide interests. In order to
use these tools and realize these goals, intra-city coali-
tions might be formed to increase access to expertise
and financial resources. This may become necessary,
as the tools outlined below involve citywide or state-
wide political and legislative actions. For example,
r“nose of the taxation tools which can be used to fight

East Austin vicinity, but also provide a mech for

isting the kinds of devel which are not re-
sponsive to neighborhood needs. Even more impor-
tantly, these organizations can provide a mechanism
for residents to determine development options that

in other areas of the U.S. would require
changes in Texas state property tax laws. Until the
CDC can form coalitions with other neighborhoods
outside of East Austin and acquire a stronger voice in
the City Council and the various commissions in pur-



suit of these changes, city endorsement of harmful
displacing reinvestment will continue.

ANTIDISPLACEMENT STRATEGIES

A.

Iv Th 4 Neichhorhoad:

ly Stages 1-2
(Rainey Street, Guadalupe Street and parts of
East 1st Street)

Goals

1. Attempt to establish an understanding in the
public and private sectors that developmentin
the East Austin neighborhoods is to be orient-
ed toward neighborhood markets.

2. Stabilize housing stock through targeting of
rehabilitation funds, rental assistance,
weatherization, etc., into affected areas.

3. Require consent of 75 percent of residents
for the planning and implementation of pro-
posals that affect neighborhood development,
especially through use of “eminent domain."

4. Require that cost estimation of any proposed
resident relocation plan should measure not
only costs to the displaced population, but
effects on the neighborhood market as well.
What additional pressures are generated?
Who's next? Can measures be developed to
better their chances?

5. Develop draft neighborhood market plans.

Analysis

1. Measure reinvestment activity through devel-
oping a data bank onland ownership, financial
institution activity, real estate developers, etc.

2. Identify community resources, including
communication network, public housing,
skills, businesses, churches, etc.

Tools

1. Existing support services of neighborhood cen-
ters, City of Austin Human Services Depart-
ment, Ci ity Devel C
etc.

2. Market disruption.

3. Coalitions
o with similarly affected neighborhoods to

gain access to relevant experience and to
of specific neighb

promote d
hood needs;
with other groups to work against propos-
als like the French Legation Park, and for
more general principles of citizen participa-
tion and neighborhood planning.

1 Iv Th d Neighborhoods: Stage 3

(General East Austin)

Housing and Displacement

Goals

{l

Develop a comprehensive data bank on land
ownership, etc.

Activate aCommunity Development Corpo-
ration that is community-based, or failing
that, at least community-responsive. It
should

promote cooperative housing, business,
food markets, and service delivery;
establish systematic counseling, planning,
and skill development;

direct commercial and industrial develop-

4

ment.

. Make the following changes in zoning prac-
tices:

initiate zoning rollbacks to maximize influ-

ence of neighborhood markets and develop-

ment, rather than regional markets;
strengthen citizen participation in the zon-
ing process through notification of renters
as well as homeowners about proposed zon-
ing changes;

strengthen citizen influence in the zoning

process through the creation of Neighbor-

hood Advisory Zoning Councils (Texas Ar-

ticle 1011K, 1945).

Strengthen disclosure requirements on

ownership, financing, and third-party con-

tractual agreements.

Require the consent of 75 percent of affected

residents for “eminent domain” actions.

. Promote better tenant protection through

first-right-to-buy agreements for tenants in

condominium conversion and low- and mod-
erate-income targeted assistance.

Identify portions of the population most sen-

sitive to increased financial pressures, such

as the elderly, those on fixed incomes, the
single poor, large families, etc.

Provide counseling services for residents

and information services to educate devel-

opers in new reinvestment areas.

. Develop neighborhood parks that tend to
have a predominately neighborhood clien-
tele, rather than a regional one, through
well-planned environmental buffers and loca-
tions.
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Analysis

1 ldennfy 1mpor(an( resources available toeach
‘hood: social ization

etc.
2. Determine the best use of existing environ-
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Tools

w

re

N

L

mental buffers inrelationtozoningandland
use patterns, and where new buffers might
be located in each neighborhood.

. Measure the positive and negative influences

of such existing environmental buffers as the
railroad tracks and traffic patterns.

Improve housing stock through (1) tenant pro-
tection, (2) d housing rehabilitation
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Thls chapter addresses unemployment and under-
inthenei hoodsof East Austin. While
the fundamental causes of these problems lie in the
structure of the labor market and private sector em-
ployment needs, several secondary factors can more
easily be addressed by the community. These factors
include lack of education, training, and transportation.
Following a discussion of these factors, several strat-
egies for employment and training for members of the
community are identified. The strategies are followed
by an example of creating local employment oppor-
tunities through developing renewable energy enter-
prises.

THE EMPLOYMENT PROBLEMS
OF THE EAST AUSTIN CHICANO COMMUNITY

Census data indicate that the residents in the study
area have lower salaries and higher unemployment
levels than elsewhere in the city. The 1970 Census
reported an unemployment rate for the study area of 6.2
percent, double that of the city (3.1 percent); the 1976
census stated that median family income in the study
area was $6,587, less than half the median family
income of the city ($13,540); and 39 percent of the
neighborhood'’s population had incomes below the
poverty level, as compared with 18 percent for the en-
tire city.!

In general, East Austin residents are employed in
relatively low-paying occupations which offer little
job security, such as craftsman, operative laborer,
and private household worker. Occupations less prev-
alent in the study area include those of professional
and technical worker, sales person, clerical worker,
and skilled laborer. (See Appendices C and D.)

Austin’s rapid economic growth offers numerous
employment opportunities for the city’s residents,
with the most rapid growth in employment expected
to be in the manufacturing area (20.1 percent from
1978 to 1980). Specifically, growth should occur in
the fabricated metal products industry (26 percent
growth or 250 workers), instruments production (20.3
percent growth or 500 workers), machinery (23 per-
cent growth or 1,500 workers), and electronics (41.4
percent growth or 2,050 workers). However, these
new jobs require skills and education which few peaple
in the study area possess.

The construction industry is a rapidly expanding

Employment and Training

sector of employment which could provide jobs for
study area residents. While this growth may reduce
short-term unemployment in the neighborhoods, the
cyclical nature of construction industry production
provides for little stability in long-term employment.
In addition, construction labor pays relatively low
wages in Austin.?

There is constant demand in Austin for persons to
fill certain kinds of jobs. These jobs remain unfilled
either because they offer low pay (e.g., housekeepers,
waiters, waitresses, cooks) or because they require
special training (e.g., accountants, secretaries, sheet-
metal workers).

Specifically, East Austin residents face lower wages
and higher unemployment due to a lack of education,
insufficient training, inadequate transportation, and
a limited number of day care facilities.

EDUCATION AND TRAINING

The lack of education is one factor limiting the occupa-
tions of residents in the study area. As of 1970, 11.8
percent of neighborhood residents over age 25 had
high school diplomas, while the median education
level in the neighborhood was 7.0 years. In compari-
son, in the same year 62 percent of those over age 25 in
Austin had high school diplomas, and the median
education level was 12.5 years. With more jobs re-
quiring at least a high school diploma, low educa-
tional attainment hinders opportunities for members
of the neighborhood to join the work force.®

The lack of adequate training directly relates to the
limited occupations available to area residents. While
Austin's training programs have high placement rates,
the requirements for a high school diploma or G.E.D.
eliminate those who need employment and training
most, the high school dropouts. In addition, the costs
of attending such training programs are prohibitive
for many individuals. The need to train high school
dropouts is evidenced by their high unemployment
rates. It is also notable that high school students in
the neighborhood with access to Austin Independent
School District (AISD) vocational training programs
do not concentrate in those areas with the highest
skill and earning potentials.¢

Citizens can gain leverage in vocational program
decisions by encouraging the involvement of busi-
ness leaders in the neighborhoods. Citizens can them-
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selves affect policy decisions through appeals to the
Career Development Advisory Committee (CDAC),
which is d of ity 1 Altera-
tions to vocational programs must be approved by
this committee before any recommendations are sent
to the Texas Education Agency. However, the Austin
Independent School District tends to accept all the

dations of the CDAC.Or effort would
allow East Austin members to have a greater voice on
this committee.

TRANSPORTATION

Lack of adequate transportation also limits access to
employment opportunities. Current bus routes in the
community only lead to the downtown area and major
shopping malls. Direct access to several large Austin
industries or other major non-downtown employment
is nonexistent for most East Austin residents.s Further
study must be made of the transporation needs of the
neighborhood and the route planning of Austin Trans-
it in order to get a more complete picture of the prob-
lem.

Austin Transit System personnel indicated that
there is no set procedure for requesting changes in
transit routes. The most effective method is for a
neighborhood group to submit a comprehensive plan
for desired transit changes to the Urban Transporta-
tion Department and/or the Austin Transit System. It
was stressed that the plan should be as complete as

ible, including road idewalks, and bicycle

P ys,
routes.

Buses in the city are in full use at this time; there is
an eighteen-month waiting period for new buses. Cur-
rently, two bus routes cross Highway 183 and three
more are proposed for the future which should im-
prove access to industrial areas. The proposed routes
are not yet in the Capital Improvements Program
(CIP), and therefore will not likely be placed in ser-
vice for at least five years.

Because transit changes take a great deal of time to
become effective, it is important that the CDC begin
to work on obtaining public transportation to the
existing or proposed industrial areas as quickly as
possible. In the interim, carpool arrangements, per-
haps through a centralized information center, should
be encouraged so that East Austin residents canreach
industrial locations.

DAY CARE

ren, with an average capacity of fifty-six children.s
Most of the centers operate on a contract basis, mak-
ing it difficult for those looking for jobs to place
children temporarily. Many offer rates scaled to in-
come, so that those with low incomes can take ad-
vantage of the facilities. However, an informal survey
indicated that most day care facilities in the commu-
nity are near or at full capacity.

EMPLOYMENT AND TRAINING STRATEGIES

The following long-term goals and options could be

undertaken by the community as a means of attack-

ing local problems relating to employment and train-

ing.

Goal One
To relieve the unemployment problem in the
neighborhoods served by the East Town Lake
Citizens Association. The high rate of unemploy-
ment in the area has been linked to low educa-
tional attainment and poor vocational skills of
neighborhood residents. The following options
attempt to increase training and employment
opportunities of ETLCA community residents:

Options
1. A skills assessment of the East Austin com-
munity could be undertaken at the earliest
possible date. This assessment would be an
important tool for use in future attempts to
increase employment opportunities for East
Austin residents.
The CDC could propose to use CETA funds
to train neighborhood youths.
The CDC could target some of its CETA
funding to a program that combines train-
ing and education for those without high
school diplomas.
Neighborhood leaders could develop links
with the existing vocational schools and
the Career Development Advisory Council.
. The Community Development Corporation
could begin to investigate renewable energy
enterprise, especially solar energy, asameans
of increasing the employment and skills of
community residents.

Goal Two
To increase opportunities for industrial employ-
ment that is easily accessible to ETLCA com-
munity residents. Encouragement of industrial
d
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Another problem in East Austin is the ility
of day care services. Today, there are twenty-nine
facilities in the study area registered to care for chil-

devel which utilizes the citizens of the
ETLCA community as the primary labor force

has been absent or misdirected.
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These remedial options are available:

The CDC could initiate discussions with the
City of Austin and the Austin Chamber of
Commerce to encourage the location of labor-
intensive industries in the area east of High-
way 183 (Ed Bluestein Boulevard), south of
Highway 290, and north of Highway 71.

. The CDC could begin to work on transpor-
tation arrangements that would enable East
Austin residents to reach the industrial area.
The CDC could encourage the Austin City
Council to create a Department of Economic
Development for the city.

Light manufacturing facilities in growth in-
dustries could be developed.

o
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Feasibility

In general, the experience of other CDCs sug-
gests that commerical, retail, service, and real
estate will be more successful projects foraCDC
to undertake than the development of light in-
dustrial or manufacturing enterprises. Theseen-
terprises are often difficult to start and to operate
successfully, but the potential payoff is high.
Light manufacturing, especially the production
and assembly of durable goods such as electric
machinery and semiconductors, is a high-growth
sector in the Austin economy. The CDC should
examine carefully the possibilities of entering
this sector over the long term. Financing and
expertise are major problems in starting such an
enterprise. Many CDCs have therefore obtained
various forms of assistance (money, technical
expertise, guaranteed purchases of themerchan-
dise) from large established corporations. An-
other problem is the opposition within the com-
munity to building any sort of manufacturing
facility within the boundaries of the residential
community. Land adjacent to the residential
areas (east of Highway 183) may be too expen-
sive or unsuitable for development. Some va-
cant lots or abandoned warehouses are avail-
able within the predominantly residential areas.

Applicability:

There are several advantages to the development
of an industrial facility by a CDC. It could em-
ploy up to several hundred area residents in
highly skilled jobs which are valued in the ur-
ban economy at large. An industrial concern can
be profitable for the CDC itself, as well.

The list of CDC manufacturing enterprises is
long and varied. The Chinese Economic Devel-
opment Council in Boston owns an electronics
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company that employs fifty-five people. Progress
Enterprises in Philadelphia, with major assis-
tance from General Electric, operates an aero-
space electronics plant employing over one hun-
dred people. The Hough Area Development
Corporation in Cleveland employs at least thirty-
five persons in its molded rubber parts and plas-
tic bags manufacturing facility. FIGHT inRoches-
ter, New York, operates an electronics subcon-
tracting plant where transformers and metal
stampings are assembled; it has Xerox Corpora-
tion as a partner. Operation Bootstrap in Watts
has established the Shindana Toy Factory with
the help of Mattel Company. The Harlem Com-
monwealth Council has purchased several man-
ufacturing facilities, among them a display and
counter facilities (for supermarkets) company.

LOCAL EMPLOYMENT CREATION
INITIATIVES

One of the options under Goal One suggested that the
local community create job opportunities through the
formation of community-based enterprise in energy-
related industries. While this is but one example of
employment creation through local enterprise, it is
illustrative to sketch out this initiative to indicate the
type of action communities might undertake. In chap-
ter 6 of this report another example of an employment
and training initiative in the form of a proposal is
discussed in detail.

Many communities are considering energy-related

industries as catalysts for neighborhood renewal for
the following reasons:

Community residents who are less dependent on

outside sources for their energy have more income to
spend in their local economy.

These businesses are small and easy to start,
These businesses provide excellent training oppor-
tunities.

The achievement of self-reliance in the field of energy
can instill a sense of self-confidence in the commu-
nity.

Government grants to develop industry make it ap-
pealing to the neighborhood organizations with lim-
ited budgets.

Several examples of community enterprises in the
energy business are discussed below.

Retrofit Analysis Service

Retrofitting refers to the modification or improvement
of buildings already in existence. In this case, the
improvements are geared toward making the build-



Strategies

ing more energy-efficient through the use of such
measures as increased insulation or the addition of
storm windows and doors. An analysis service would
inspect homes and then recommend various cost-
saving actions to conserve energy. Community people
trained in retrofitting analysis could provide a ser-
vice to the community by inspecting buildings at a
lower price than often charged by outside inspectors,
and by saving the clients money through more effi-
cient use of energy.

The Institute for Local Self-Reliance suggests that
such a business begin with a small staff of eight to ten
workers, at least five of whom would be trained as
retrofit analysts. Informal training can be received
from a publication by the Department of Housing and
Urban Development/Federal Energy Administration.
Local trade organizations, such as the Association of
Plumbing, Associated Builders and Contractors, or
the Association of Insulation Contracters, can pro-
vide additional training.

Storm Windows and Doors

The installation of storm windows and doors can
reduce heat loss in buildings. The CDC can aid resi-
dents by providing reasonably priced installation ser-
vices, and, in some cases, can begin to manufacture
the doors and windows.

The CDC should become established in the installa-
tion business, because of the low initial investment
involved, before initiating a manufacturing industry.
However, the Institute for Local Self-Reliance sug-
gests organizing as manufacturer/installer from the
start, because this could substantially reduce ship-
ping and handling costs. For such a business, a mini-
mum staff of twenty-two, including four office work-
ers, is desirable. The field work would require instal-
lation training, and the staff would need training in
making estimates and improving entrepreneurial
skills in general.

Cellulose Insulation

The use of cellulose to insulate buildings has recently
become popular because it is relatively inexpensive
and does not crack walls. However, the initial capital
investment for a firm manufacturing cellulose can be
between $300,000 and $500,000. Therefore, it may be
best for a community enterprise to begin only with
the installation of cellulose.

An initial staff of approximately twenty persons
would be needed to carry out both the office and
installation functions. The necessary training is often
provided by cellulose manufacturers and can be taught
in a short period of time.

Solar Energy

Community involvement in the solar energy field is
becoming increasingly popular. Employment is gen-
erally divided into four categories in this field:

1. Collector manufacturing, which is relatively

material-intensive and requires unskilled labor.

2. G f: ing, which invol m

simple tasks such as manufacturing of storage

tanks and some more complicated work such as
manufacturing sophisticated electronic controls,

. Installation, which provides the greatest num-
ber of jobs. The process is carried out by three
different firms: solar firms which assemble
their own solar systems; solar firms which
specialize in marketing solar systems produced

here; and, 1 ialists, which in-
stall other firms' products.

. Distribution, which includes sales and design
personnel and often requires more personnel
than the task of installing the collectors.

Of the total time required, about 20 percent involves

design, 70 percent installation, and 10 percent main-

tenance.

A community enterprise would be best advised to
begin in the installation phase. The Institute for Local
Self-Reliance advocates the installation of domestic
hot water systems as an initial step. This could be
expanded to assembling collectors, or possibly even
manufacturing collectors.

While acting only as an enterprise to install hot
water systems, a staff of seven would be adequate. A
fully licensed (“master”) plumber is required to super-
vise all the installation work. The easiest approach
would be to locate a retired master plumber willing to
come back to work, or to make arrangements for a
joint venture with a small contracting firm.
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GRANTS AVAILABLE TO COMMUNITIES
PARTICIPATING IN ENERGY PROJECTS

Small-Scale Technological Grants

The Department of Energy Office of Small-Scale Tech-
nology last year funded $8 million in grants to small-
scale energy projects. To be eligible for these grants,
proposals must be for projects costing under $50,000
for two years. The potential recipients must demon-
strate efficient use of renewable energy resources,
such as solar energy. Over 13,000 proposals were
received last year with only a limited number acquir-
ing funding.



Center for A Technol

This center develops and supports locally oriented
technologies geared to the needs and resources of
low-income people and communities. It also supports
scientific experiments and demonstrations on a com-
munity level.

ic U 1 Area A
The E ic Devel Administration is autho-
rized to make grants to communities with severe un-
employment problems for the purpose of stimulating
employment. These funds might be used for solar pro-
jects. Each project is considered on its own merit.

Low-Income Community Grants

This program is funded through the Community Ser-
vices Administration for community action projects
across the country engaged in building, designing,
and installing solar energy systems for low-income
homes. Grants of $25,000 per project are available.

In addition, a Compendium of Federal Programs
Related to Community Energy Conservation briefly
describes two dozen federal resources available to
community groups. A single copy is available free
from: Publications, Department of Housing and Ur-
ban Devel Washi D.C.20410.E 1
of community-based projects are included in Appen-
dix E of this report.
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Commercial development attempts to utilize the
ilabl ofa ity to build an eco-
nomic base and promote neighborheod growth. Com-
mercial development in East Austin seeks, specifically,
to address the problems and opportunities in the com-
munity. The following chapter sets forth the com-
munity's commercial goals and objectives, analy
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must be assessed so that commercial growth will not
destroy community harmony.

Finally, if the community can utilize proper plan-
ning to maximize its economic power, it will be better
suited to gain access into the city’s overall decision-
making process. The needs of East Austin have often

available quantitative data concerning the neighbor-
hood’s economic conditions, and suggests alternative
strategies for commercial development.

COMMERCIAL DEVELOPMENT GOALS
FOR EAST AUSTIN

The principal goal in elaborating strategies for com-
mercial development in East Austin is to develop a
self-sustaining ic system. A well-pl d self-
contained community, however, must recognize its
interdependency with the city as a whole and use this
factor to its best advantage.

One method by which the community can reach this
goal is to determine the economic needs of the area.
After such an evaluation, East Austin will be better
able to develop commercial enterprises in a manner
most likely to balance retail supply and demand while
providing reasonable profits for entrepreneurs. Ac-
commaodation of the profit motive is an essential in-
gredient in economic stability.

With the eventual goal of maintaining a realistic
economic independence, it will be important to reduce
cash flow leakages from the neighborhood. The easi-
est method of reducing leakages is to foster greater
business ownership by East Austin residents. How-
ever, merely improving management skills within the
neighborhood is insufficient. The community must
create an atmosphere conducive to business to pre-
vent capital flight and retain existing concerns.

To provide the East Austin community with an op-
portunity to defeat the dual problems of high unem-
pl and underempl , it is Y to
encourage the development of appropriate industrial
and commercial enterprises. Firms committed to hir-
ing local residents should be solicited. At the same
time, industries which present environmental or aes-
thetic threats to the area should be discouraged. East
Austin's interest in preserving cultural uniqueness
dictates that residential displacement be avoided at
all costs. A fine balance of local benefits and costs

been lected by the pality simply because
the ity is in a poor b ining position. Com-
mercial development strategies to be presented on the
following pages are designed to allow East Austin to
become an integral part of the overall community.

DATA ANALYSIS AND FINDINGS

The purpose of this section is to determine specific
problems of and potential for commercial development
in the East Austin neighborhood. As a first step in the
background analysis, a categorical list of businesses
in the neighborhood was developed to estimate the
scope of current business activities (see Table 1). The
332 retail and nonretail businesses located within the
neighborhoad indicate a high level of business activ-
ity. The most prevalent type of retail businesses are
restaurants (53), auto and home supply stores (21),
grocery stores (15), and new and used car dealers (8).
The largest categories of nonretail businesses are ser-
vices, which include automotive repair shops (16) and
laundries and cleaners (10); whole sale trade, which
includes wholesale groceries (13) and machinery,
equipment, and supplies (9); and construction, which
includes special trade contractors (18).

A quantitative economic analysis of the neighbor-
hood retail market generated estimates of consumer
buying power (how much money consumers in the
area could theoretically spend on specific goods and
services) and retail sales data. By comparing these
two factors, saturated and potential growth markets
were identified (see Table 1). The estimates of con-
sumer buying power apply only to neighborhood resi-
dents and do not take into account customers from
other parts of the city. The data also do not differenti-
ate between goods and services purchased within the
community by neighborhood residents and those pur-
chased outside the community. The estimates of sales
volumes for many retail businesses are derived from
estimates of square footage (see Appendix F).

While the analysis of the retail market presented
here is incomplete due to lack of data for some busi-
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ness categories, several important conclusions can be
drawn:

1. Thereis alack of certain retail businesses.—There
are no clothing stores in the neighborhood, and
retail sales in furniture and appliance stores are
below the estimated neighborhood consumer
buying power for these goods. A possibility for
expansion in these retail markets exists. The
“miscellaneous” retail sector is also a market in
which buying power exceeds retail sales and in
which expansion could take place. This sector
includes sporting goods stores, book stores, and
gift shops.

Small grocery stores predominate.—With the ex-
ception of two chain grocery stores, food is pur-
chased from smaller grocery and convenience
stores in the neighborhood. The market for food
stores is saturated.

Restaurants are the main retail “export” activity
of the East Austin neighborhood.—Sales greatly
exceed estimated neighborhood spending for
food outside the home. Although the neighb

L
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tortilla wholesale and retail operation. Each of these
businesses has beeninoperationatits current location
at least three years, and one for more than twenty
years. Most of the owners started the business or
obtained ownership from family, and none of those
interviewed had previous managerial experience. The
number of employees ranged fromonetoten, with four
of the businesses employing only family members,
The most commonly cited method for finding em-
ployees was by word of mouth, placing minimal reli-
ance on newspapers, radio, and the Texas Employment
Commission. Employers favored on-the-job training
as opposed to training programs provided outside the
business.

All owners claimed their businesses were growing
due to good customer relations and superior service.
Few complained of inadequate parking, but several
mentioned that problems were encountered in obtain-
ing initial capital, finding needed employees, prevent-
ing employee turnover, and obtaining commercial in-
surance. Three businesses are affiliated with various
busi organizations, such as the Retail Grocers

hood market for restaurant food is saturated,
East Austin restaurants attract customers and
money from outside the neighborhood.

In addition to the economic analysis, a visual in-
spection of the neighborhood indi d
cial strips along the main streets of the neighborhood
(i.e., 8th and 7th Streets) do not appear to be well
organized. Thereis alack of adequate signs for some of
the businesses in the strips, anda problem with deteri-
orated storefronts. The commercial strips tend to be
interrupted by residences located on the majorstreets.
Often, businesses which do not serve similar markets
are located together in one strip. This is a potential

isad ge in that hopping for a partic-
ular good in one store are not likely to browse or shop
in an adjoining store.

Another neighborhood business problem is that
East Austin businesses suffer from a general lack of
capital to finance their opening, expansion, and reno-
vation. Businesses which do become successful often
leave the neighborhood for other locati taking
management skills and entrepreneurial talent with
them.

To further investigate the business climate, the pol-
icy research project developed a business question-
naire and administered it to seven small business
operations in the neighborhood to test the method-
ology. Interviews were conducted with individuals
affiliated with the following types of businesses: a
restaurant, two convenience stores, a dry cleaning
store, a trophy shop, a furniture building store, and a

Association and Restaurant Association, but stated
that their membership offered little assistance.

Various problems were encountered with both the
questionnaire and its administration, and as a conse-
quence a new survey was developed. Since some of
the problems revealed characteristics of the business
climate, it is useful to discuss these briefly. Several of
the questions dealth with the turnover rate of busi-
nesses—both physical movement and changes in man-
agement. Judging by the minimal consideration given
these issues by the respondents, it seems that this
problem does not warrant much attention. However,
the test was limited, and it is possible that thoseinter-
viewed were the more successful entrepreneurs who
are not as aware of this problem.

One problem with the administration of the survey
was the skepticism on the part of the respondents
concerning its objective. The small business operator’s
most limited resource istime; consequently, even when
arrangements had been made for an interview, the
owner often allocated only a short period for the inter-
view or desi d a substitute r dent. The re-
vised questionnaire, to be administered by the com-
munity group, is designed to be usable as a personal
interview, telephone, or mail-out survey (see Appendix
G). The survey is designed to take about ten to fifteen
minutes to complete. The questions are numbered and
ordered in a manner easily manipulated for quantita-
tive analysis. There are a few open-ended questions
giving the respondent the opportunity to provide the
anmunity group with answers not considered dur-
ing questionnaire construction.




In conj ion withtheb survey, a

(shopper) opinion survey might be employed for obtain-
ing opinions of area shoppers about consumer needs in
the East Austin community. The questionnaire should
elicit information from bolh area residents and non-
residents concerning the areas where persons shop, the
type of items purchased, and what problems they en-
counter when doing business in the East Austin area.

STRATEGIES FOR COMMERCIAL DEVELOPMENT

The strategies for commercial development in East
Austin are drawn from the experiences and activities
of successful community development corporations
across the nation as well as the results of the preceding
data analysis. Each of the options attempts to accom-
plishh at least one of the following goals: (1) stimulate
the area economy and limit the outflow of funds from
the area; (2] improve the managerial and entrepre-
neurial skills within the neighborhood; and (3) provide
services to the community.

Basically, two general types of strategies are dis-
cussed: those to assist existing area businesses and
those to develop new business enterprises in the area.
(See Appendix H for potential sources of funding.)

Short-term options
The first two options are short term in nature—
that is, available for implementation within a
year.

Option One
Complele a more thorough markel analysis of the
area.

Feasibility
A mail-out survey has been prepared. The CDC
should administer the survey in order to gain the
support and advice of the area's business com-
munity. Cost of postage and reprinting would be
minimal. See Appendix G.

Applicability
Such a market analysis would help the CDC to
obtain a more accurate picture of the strengths,
weaknesses, and problems of the area’s busi-
nesses, and to gain the input and supporl of
business people in the community for the com-
mercial development programs that the CDC
undertakes.

Option Two
Organize a retailer's purchasing cooperative for
the area’s small grocercy stores.

Feasibility
This strategy would require little funding and
would offer fairly rapid results. A great deal of in-
formation is available about co-ops, sothat details
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of this strategy can be easily researched. Thisis a
project which would give the CDC visibility inthe
community.
Applicability
The many small grocery stores Lhat are scattered
throughout the residential community provide a
valuable service to the area. There is probably a
neighborhood grocery within walking distance of
nearly every home in the area. However, prices in
these stores are often quite high. If these retailers
could buy their merchandise in bulk, expenses
could be reduced. Retailers could also share ac-
counting, shipping, and warehousing activities.
Long-term options
The remaining options are long term in nature.
The CDC would have to develop funding and
expertise before undertaking these alternatives.
Option Three
Provide technical assistance to existing area busi-
nesses.
Feasibility
Implemenling this strategy would require good
contacts with the local business community, as
well as some good organizing tactics on the part of
the CDC.
Applicability
Developing entrepreneurial and managerial tal-
enls in the area is important to the community’s
commercial and general economic development.
As a first step, successful business persons from
the community can share their knowledge with
others in sessions organized by the CDC. Even-
tually, the CDC may wish to hire community
business experts to act as consultants.
Funding
At least one specific federal government program
may be helpful:
Office of Minority Business Enterprise
Departmenl of Commerce
14th and Constitution Avenue, N.W.
Washington, D.C. 20230 (202) 377-3024
This office provides funds to local organizations
for the purpose of hiring staff and consultants to
give technical assistance in planning and admin-
istration to minority business persons.
Option Four
Organize a physical improvements program for
existing business slrips.
Feasibility
This strategy would involve the organizational
talents of the CDC, and some funding [rom either
the area businesses, the business association, or
the City's Capital Improvements Program. The
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SIC Code

521
523
525
526
627

631
533

641
642
643

6545
546

651 &
652

553
554

Table 1
Comparison of Estimated Sales Volume and Estimated Buying Power in East Austin

Estimated Sales Estimated Buying
Short Title Number Volume in $ Power in $
Building Materials & Garden Supplies:
Lumber & building materials 2 332,500 n/a
Paint, glass, & wallpaper 1 29,000 n/a
Hardware stores 1 43,750 n/a
Retail nurseries & garden 3 270,000 n/a
Mobile home dealers 0 0 n/a
General Merchandise Stores:
Department stores 0 0 nfa
Variety stores 0 0 n/a
Food Stores:
Grocery storest 15 5,935,700 4,750,521
Meat markets 0 0 n/a
Fruits & vegetables o 0 n/a
Candy & nuts 4] 0 n/a
Dairy products 0 0 n/a
Retail bakeries 4 328,260 nfa
Auto Dealers & Service Stations:
New and/or used car dealers 12 n/a 2,151,345
Auto and home supply 21 2,644,321 n/a
Gasoline service stations 7 nfa 1,138,603
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Table 1 {continued)

Estimated Sales Estimated Buying
SIC Code Short Title Number Volume in § Power in $
555 Boat dealerst 0 0 128,788
556 Trailer dealerst 0 [ 11,708
557 Motorcycle dealers 1 n/a nfa
Apparel & Accessory Stores:
661 Men’s & boys’ clothingt 0 ] 497,690
662 Women's clothingt 0 ] 901,516
564 Children’s wear storest 0 0 43,905
565 Family clothing storest 0 0 1,899,623
566 Shoe stores 2 80,000 n/a
Furniture & Home Furnishings:
571 Furniture & home furnishingst 6 1,474,710 1,917,185
572 Household appliancest 3 229,075 336,605
573 Radio & TV} 3 227,240 199,036
Eating & Drinking Places:
581 Eating & drinking places 63 2,650,440 1,044,939
Miscellaneous Retail:
591 Drug storesf 6 366,0008 345,386
692 Liquor storest 2 200,000 203,671
593 Used merchandise stores 0 0 : n/a
694
8599 Miscellaneous retailt 1 248,000 623,232

Source: Criss-Cross Service Directory (Lincoln, Neb.: Cole Publications, 1978).

*Estimates obtained for only 20 of 21 businesses
tPotential growth categories

}Saturated categories

§ Estimates obtained for only 5 of 6 businesses
lIEstimates obtained for only 6 of 11 businesses
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strategy would be relatively easy for the CDC to
develop, but would take time, organization, and
lobbying efforts.

Applicability

As outlined elsewhere in this report, the several
commercial strips located in the neighborhood
are characterized by physical deterioration and
minimal parking facilities. The CDC could pro-
vide a useful service to the area businesses by
assisting them with physical improvements
(general cleanup, facade improvements, traffic
and parking improvements) in two ways: (1)
lobby for the appropriation of funds to be spent
within the area of specific projects suggested by
the local business persons (here the CDC would
be an intermediary between the area merchants
and the City); and (2) help the area businesses
organize a merchants’ association that would
promote physical improvements in members
shops (assist each other with facade improve-
ment and sign painting, collectively buy repair
materials, etc.).

Option Five

Provide equity capital and loans for area busi-
nesses.

Feasibility

The CDC has three alternatives in this area. First,
it can “package” loans for area businesses. This
service is a relatively common CDC activity, and
there is a quantity of information available on
the subject. Second, the CDC could have as a
subsidiary an investment corporation, which
would actually provide the capital to area busi-
nesses, rather than aiding them in acquiring
loans from other sources. This second alterna-
tive will only be possible after the CDC has de-
veloped a track record and has obtained sub-
stantial funds. Third, the CDC can work with
local banks to start alocal credit union or savings
and loan.

Applicability

Access o loans is essential for small businesses,
Many CDCs help area businesses o obtain loans.
Several others provide direct financing to area
firms: (1) Bedford-Stuyvesant Restoration Cor-
poration provides loans with no interes! payable
for the [irst four to five years and will forgive the
loan entirely in return for on-the-job training of
the previously unemployed: (2) FIGHT, in Ro-
chester, New York, eslablished the Rochester
Business Opportunity Corporation, a coalition of
established businesses that aided in the forma-
tion of sixty-three businesses in three years' (ime;

and (3) the Mexican-American Unity Council in
San Antonio has established a joint venture group,
composed of the local CDC, private businesses,
and local banks, that invests in small businesses
with the assistance of leverage monies (match-
ing funds) from the Small Business Administra-
tion.
Funding
The following Small Business Administration
programs may be helpful.
1. 7(a) Loan-Guaranty Program
Office of Neighborhood Business Revitaliza-
tion, SBA
1441 L Street, N.W.
Washington, D.C. 20416 (202) 653-6375
Most SBA financing is done under the 7(a)
Loan-Guaranty Program, wherein a bank
makes a loan to a small business with a 80
percent guarantee. These direct loans are for
capital investment such as new construction
conversion, building expansion, or working
capital. The loans extend from five to seven
years.
Section 502 Local Development Company Pro-
gram
Office of Neighborhood Business Revitaliza-
tion, SBA
1441 L Street, N.W.
Washington, D.C. 20416 (202} 653-8375
Seclion 502 offers loans and guarantees to
qualifying local development corporations
{either profit or nonprofit corporations autho-
rized to promote and assisl small business
growth and development in the communilies
where they operate). Loans are available for
purchase or renovation of fixed assels (includ-
ing store buildings and facades) by small busi-
nesses.
Equal Opportunity Loan Program,
Office of Neighborhood Business Revitali-
zalion, SBA
1441 L Street, N.W.
Washinglon, D.C. 20416 (202) 653-6375
Both prospective and established business
persons may receive assistance under this
program, which provides direct long-term
loans to minority-owned or other disadvan-
taged small businesses. The maximum
amount of an EOL is $100,000 for up to fif-
teen years.
Option Six
Promole the development of those types of busi-
nesses that the area now lacks.

N

d
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Feasibility

It would be difficult for the CDC to undertake
this task immediately. However, this strategy is
one that the CDC will need to undertake if it
hopes to realize greater neighborhood economic
self-sufficiency. It can combine other options
providing equily, loans, and technical assistance)
to work toward this goal.

Applicability

Preliminary market analysis points out several
types of businesses that the community lacks in
sufficient quantity: clothing stores, household
appliance stores, liquor stores, hardware stores,
variety stores, department stores, and gasoline
service stations. While the CDC may not wish to
encourage the development of all of these types
of retail outlets, il is apparent that the commu-
nity now makes expenditures for these goods
outside the area. The CDC could assist local en-
trepreneurs in oblaining financing to open these
types of stores; develop lhese businesses as
a for-profit subsidiary of the CDC; or create com-
munity-controllled cooperatives in these busi-
ness sectors,

Funding

At least one EDA program may be of assistance
(note 'that it will be necessary to be a designated
“special impact area" before being considered for
this program):

Business Development Loans

Office of Special Projects

Economic Development Administration

Department of Commerce

Washington, D.C. 20236 (202) 377-5113
Provides long-term low-interest loans or loan
guarantees to approved local development groups,
individuals, or stale and local governments lo
help eslablish new businesses or expand exis!-
ing firms in designated economic development
cenlers,

Option Seven

Promote the development of a local extermina-
tion/maintenance service.

Feasibilily

This would be a highly visible aclivity for the
CEC. It would coordinate well with the CDC's
action in housing rehabilitation. Franchises may
be available which would simplify the start-up
process. However, although providing a neces-
sary communily service, this type of business
would not provide jobs of a very high skill level,
would offer only limited training for higher level
job opporlunilies, and would nol provide very
many jobs.
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Applicability

Once rehabilitation is completed on area resi-
dences, they will need to be maintained. A main-
tenance and exlermination business would serve
this purpose.

The Hough Area Development Corporalion in
Cleveland runs the Handyman's Maintenance
Service, which does repair, cleaning, exterminal-
ing, and landscaping maintenance work. The
Roxbury Action program in Boston owns an ex-
termination business.

Option Eight

Promote local food production in solar green-
houses, backyards, and vacant lots.

Feasibility

This strategy would take little money, but would
require the CDC's organizational skills. If solar
greenhouses are added to houses as a part of the
CDC's rehabilitation program, these greenhouses
can also be used for gardens throughout the year.

Applicability

Promoting the use of vacant lots, backyards, and
community plots for gardens would assist resi-
dents in reducing their food bills. (Other CDCs
have used this strategy successfully. Forexample,
the Roxbury Action Program in Boston has orga-
nized community gardens on unused city land.
The Christian Action Ministry, operating in a
ghetto area in Chicago, has instigated a program
of hydroponic greenhouse gardening (a method
that uses an enriched soil/water potting soil and
therefore is less expensive). The Austin YMCA
and other groups have run a community garden
for University of Texas students on unused Uni-
versity land for several years.

Option Nine

Encourage franchising.

Feasibility

In many ways, owning a franchise reduces the
risks of starting a small business, since many of
the procedures and products have already been
proven successful. It does require a substantial
amount of funding to purchase a franchise, and
the CDC may not wish to encourage some unde-
sirable franchised busi in the neighbor-
hood. The operation would have to be chosen
carefully and is not likely to employ many people
or offer those employees much opportunity to
increase their job skills.

Option Ten

Promote a “tourist” area of retail businesses that
would draw consumer dollars from other parts
of Austin into the neighborhood economy.
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Feasibility

A project of this scope should probably not be
undertaken by the CDC until it has some experi-
ence. Likewise, the community may not wish to
be “commercialized” in this manner. The influx
of shoppers may create traffic, noise, and other
problems in what is now essentially a residential
community. In addition, the types of jobs created
by this strategy may not be desirable.

Applicability

Once convenient commercial areas are developed
in the community, one of these could be aimed at
attracting consumers from other parts of Austin
to purchase goods in the area. The East Town
Lake community already exports much of its
T busi new busi might have
similar success selling local craft and artworks,
bakery goods, and other such items. The shop-
ping area could be designed as a traditional
“mercado.”

Funding

There are several grant programs that support
projects related to cultural affairs and neighbor-
hood revitalization. If the arts and crafts side of
this strategy is emphasized, these may be appli-
cable:

1. Livable Cities Program

Office of Neighborhood Development, HUD
451 Seventh Street, S.W.

Washington, D.C. 20410 (202) 755-7940
Provides grants and other forms of assistance
to neighborhood-based izati units
of government, and arts councils to support
projects connecting urban design, cultural af-
fairs, and other art initiatives with neighbor-
hood revitalization.

Livable Cities Program

National Endowment for the Arts

2401 E Street, N.W.

Washington, D.C. 20506 (202) 634-4276
Provides matching grants to promote design
excellence in research, planning, and concept-
ualization of community projects. Eligible ac-
tivities include planning for neighborhood

]

attempted until the CDC has won the support
and confid of the local busine: ity.
Creating more convenient shopping areas will be
a difficult task. A high priority of the community
is to avoid displ. of any busi or
homes; however, promoting a more cohesive shap-
ping strip may lead to the movement of some
businesses or homes. There are not many aban-
doned stores located in the existing commercial
strips that could be reopened, and few vacant
lots are available for development near existing
commercial areas.

Applicability

The current arrangement of the commercial strips
is not convenient for the consumer and does not
encourage the patronage of the community’s busi-
nesses. Since this will remain a chronic problem,
the CDC may wish to assist the local community
in solving it. It appears that other CDCs have
seldom addressed the specific problem of rede-
signing an entire commercial strip. The usual
solution to retail development has been to builda
new shopping mall or plaza in the neighborhood.

Option Twelve

Promote the development of a new shopping cen-
ter, possibly with housing, community activities,
and offices in the same building.

Feasibility

This strategy would be very expensive. It is an
option only for the future, but one that has been
very successful for other CDCs. Progress Enter-
prises of Philadelphia built a sixt tore shop-
ping center, in which six stores were rented by
white corporate tenants who had to guarantee
that they would use local personnel for manage-
ment and would provide entrepreneurial train-
ing programs. FIGHT in Rochester, New York
has built FIGHT Square, which combines hous-
ing, medical and day care facilities, a theater,
and smali retail and service shops in one area.
Other CDCs with similar projects are Hough
Area Development Corporation (Cleveland), the
Harlem Commonwealth Council, the Bedford-

servation and enhancement; development of
design controls for historic preservation and
new construction in old areas; and planning
and design for commercial district revitaliza-
tion.

Option Eleven

Create more consumer-oriented, convenient shop-
ping strips.

Feasibility

This is a complex strategy which should not be
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Stuyvesant Restoration Corporation, the Pyra-
midwest Development Corporation in Chicago,
and the Roxbury Action Program in Boston.

Applicability

There is only one traditional shopping center
(rather than strip) in the East Town Lake area:
the Pleasant Valley Center located in the north-
east corner of the area. An alternative to devel-
oping the commercial strips along East 1st, 6th,
and 7th might be to build a multi-use shopping
center, which could incorporate housing on the



second levels and other community services (such
as day care) throughout. Vacant land is probably
not available for such a development in the cen-
tral area of the community. The project could be
very expensive, costing in the millions of dollars.

Option Thirteen

Develop an industrial park.

Feasibility

This strategy would require much experience
and funding. It is an important option to be con-
sidered in the future.

Applicability

Thelight industrial strip along therailroad tracks
near East 5th could conceivably be developed
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into an industrial park for light manufacturing.
Other areas near but not in the community could
possibly be developed as industrial parks. By
promoting the development of an industrial park
near the community, the CDC would provide
residents with access to higher-paying, skilled
jobs; the CDC could partially own the industrial
park as a real estate venture. The ownership of
light industrial parks has been profitable for
several other CDCs, including Pyramidwest in
Chicago and the East Los Angeles Community
Union.






Institutional development is the process of estab-
lishing structures which will serve to organize and to
coordinate programs and projects intended to improve
the economic and social bases of a ity. The
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mmonty husmess practlces As a result, investment
ble risk and low prof-
it polennal with the credlt needs of the disadvantaged

institutions act as mechanisms through which plan-
ning, financing, and administering of actual programs
can be implemented. The creation of these kinds of
institutions signifies a commitment by the neighbor-
hood to the long-term development of an area.

This chapter examines the msmunons considered

The retention of the community's capital can be
encouraged by (1) persuading existing financial insti-
tutions to change their policies, and (2) developing
community-controlled financial institutions. Both ap-
proaches are necessary for strengthening the econom-
ic base on which to build community development

most conducive to promoting v
The Community Development Corporation (CDC) and
financial institutions (such as banks, savings and loans,
and credit unions) represent the two primary struc-
tures which foster economic development. Coopera-
tives are also considered.

The CDC is explored as a community-centered cor-
poration with many ties to outside entities and fund-
ing sources. Through a wide range of programs, the
CDC can improve the community’s economic base and
hopefully, the quality of life of residents. Financial
institutions aid in this development process through
the creation of a resource base to support new pro-
grams and ventures to benefit the community and its
residents. Cooperatives are a more specific type of
activity lacking the overall development capability of
the two other types of institutions. In fact, coopera-
tives may be operated out of a CDC as part of commer-
cial or housing programs.

This chapter is divided into four sections. The first
three sections discuss the background problems, and

bl ies for fi ial institutions, CDCs,
and cooperatives. The last section discusses potential
funding sources.

FINANCIAL INSTITUTIONS

linstitutions ar dtoincreasetheavail-
ability of capital, primarily through loans and invest-
ments, within a particular area. These are more com-
monly identified as banks, savings and loans, and
credit unions. However, financial institutions often
act to draw money from low- and moderate-income
communities, with the result that this capital is rein-
vested in more developed neighborhoods. This behavior
can be attributed to the profit orientation of financial in-
stitutions, their limited experience in low-income neigh-
borhoods, and investors’ misconceptions concerning
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As an ple of the first approach ie:
can take advantage of the Community Reinvestment
Act of 1977, which was Congress's response to redlin-
ing practices of banks and home lending institutions.
Basically the Act states:
» Regulated financial institutions are required toshow
that deposit facilities meet the need and conveni-
ence of their communities.

Communities have a need for credit as well as de-
posit services.

Therefore, institutions have an affirmative obliga-
tion to meet the credit needs of their communities.
The Community Reinvestment Act should be seen
by the ETLCA as a tool for establishing working rela-
nonshlps between the banks and community econom-
ic d efforts. The ity can use in-
formation it receives from CRA data to determine
which banks have been more responsive to the neigh-
borhood's economic needs, and to reward those insti-
tutions with its deposits and savings.

The development of a new bank in the community
would be difficult. Initial start-up expenses, stock
ownership, and insurance requirements eliminate the
possibility for area residents to establish successfully
a federal- or state-chartered bank in the area. However,

-two other alternatives can be considered by the com-

munity: a savings and loan institution and a credit
union.

Savings and Loan Associations

Mutual savings and loan (S&L) associations are feder-
ally chartered institutions which are member owned,
rather than stock owned. Depasitors make up the entire
membership. The membership generally elects the di-
rectors of the association at an annual meeting on a
one-vote-per-depositor basis. Net profits are usually
used for expansion.
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The types of investments asavings andloan associa-
tion can make are severely restricted by law, since
S&L associations are basically considered home-
financing institutions. They can provide home mort-
gage loans, home improvement loans, construction
financing loans, or passbook loans secured by pass-
book accounts. Additionally, savings and loans are
allowed to invest in very liquid assets such as cash in
checking accounts and overnight federal bonds. The
only stocks they can buy are those of the Federal
Home Loan Bank Board.

Savings and loans have proven simple to operate
and are regarded as low-risk operations because their
investments are well secured by buildings and pass-
baok accounts. They rarely lose large sums of money.
Additionally, relatively little capital is required to
start a mutual savings association. Achieving the le-
gal minimum amount of withdrawal deposits is often
the largest obstacle. After receiving a charter, the as-
sociation must have 100 percent of the required deposits
in cash on hand.

The process is lengthy—on the average one-and-
one-half to three years in start-up time—but not overly
difficult. The minimum level of withdrawal accounts
and pledged deposits required to organize appears
large (around $500,000 plus 20 percent of that amount,
and a minimum of 350 subscribers to withdrawal ac-
counts), but an effective community outreach program
could satisfy these requirements.

A community-based savings and loan association
would not solve all or even a substantial number of the
neighborhood's housing problems. The S&L would not
significantly change home ownership patterns. How-
ever, it could contribute significantly to alleviating
redlining.

Good management is crucial to the success of the
savings and loan institution. An association can be-
come a stable and relatively trouble-free entity once it
enters an established profit pattern, which can take
anywhere from six months to three years.

Credit Unions

Credit unions provide another alternative forimproving
capital availability in the community. Credit unions
are cooperative institutions which make small loans to
members at low interest rates. In addition to small
loans for consumer purchases, credit unions can offer
thirty-year home mortgages, fifteen-year mobile home
loans, and fifteen-year home improvement loans, and
can extend lines of credit. The cost of membership is
usually $1.00 and the minimum deposit is generally
$5.00. The board of directors is usually chartered with
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the provision that the majority of its members live or
work in the targeted area.

Federally chartered credit unions are more profit-
able than state-chartered institutions, primarily due to
theavailability of federal funds. In asmall survey of the
credit unions, only one, the Watts United Credit Union,
Inc.. was found to be owned by a CDC. It, like the
majority of the others, was established during Presi-
dent Johnson's “War on Poverty” and received most of
its initial funds from federal sources. Although these
sources have since disappeared, other funding sources
are available to ities interested in establishi
credit unions.

According to the National Federation of Community
Development Credit Unions, the Whitney Foundation
and the Campaign for Human Development provide
funds for initiating credit unions. The Ford Foundation
made monies available for the spring of 1980 for initial
costs, and Congress has appropriated $6 million for
loans and technical assistance. Comprehensive Em-
ployment and Training Act (CETA) funds are also
available, as well as some monies from the National
Federation of Cy ity Devel Credit Unions.

Funding is normally contingent on a detailed organi-
zational plan for the credit union. The plan would
include a market analysis of the service area, the bene-
fits to be provided to the service community, and the
ability to meet various federal guidelines. The Univer-
sity of California at Berkel blishes a h
sive manual on organizing a ity d
credit union, and the National Credit Union Associa-
tion in Washi; D.C. has additional information
available.

The biggest problem in establishing a credit union is
membership recruitment. The building of a solid mem-
bership requires work on a one-to-one basis, but is
often quite successful. A credit union located in San
Juan, Texas, became self-sufficient in approximately
six years, boasting assets in excess of $2 million and
seven thousand members.

Credit unions in low-income areas have not been
highly successful. Moreover, the profits of community
development credit unions are restricted to interest on
loans and interest on government bonds. The advantage
of a credit union, however, can be profound in terms of
strengthening capital availability to community resi-
dents. The organization will not satisfy all local capital
needs, but like the savings and loan, can significantly
contribute to the alleviation of some of the problems
experienced with local banks.

1




STRATEGIES FOR INCREASING FINANCIAL
RESOURCES

Goal One
To persuade existing banks to reinvest capital in
the ETLCA area.

Option One
The CDC could monitor that credit which is ex-
tended to the community by banks.

Applicability
The financial institutions must list the specific
types of credit that the lenders are prepared to
extend within the community and must publish a
CRA Statement demonstrating that they are ac-
tively trying to meet affirmative obligations to
the community.

Option Two
The CDC could use the public file to record the
community’s needs.

Applicability
Financial institutions are required to maintain a
public file as a vehicle for community input in the
assessment process. The file is open to the public
and reviewed by agency examiners in their peri-
odic evaluation of an institution's performance.
The public file should be used by the ETLCA to
file a community analysis of the area’s credit
needs and opinions on meeting these needs.

‘Option Three
The CDC could work with banks in defining guide-
lines for credit worthiness.

Applicability
If a person'’s credit record indicates repayment is
highly probable, then security can be given less
weight. The CDC could aid banks in developing
reasonable and appropriate operating procedures
for individuals of high credit rating but inadequate
collateral. Such procedures would benefit the
community as well as reduce the need for second-
ary financing. If any of these strategies fail, the
CDC should inform the regulatory agency and
place a t in the C ity Rei
ment Act file of the bank.

Option Four
The CDC could encourage the establishment of a
mortgage review board, similar to the Dallas con-
sortium.

Applicability
A consortium of fourteen savings and loan asso-
ciations in Dallas has organized a mortgage re-
view board which reviews loan applications of
residents who suspect that they were improperly
denied loans. If the board finds aresident’s suspi-
cion justified, but the original lender still refuses,
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one of the savings and loans in the consortium
makes the loan.

Goal Two
To develop alternative financial institutions in
the ETLCA ity which will stimul.
ital reinvestment in the target area.

Option One
The CDC could conduct aneconomicsurvey of the
target area to determine the feasibility of estab-
lishing either a mutual savings bank or a credit
union in the neighborhood.

Applicability
Capital reinvestment is significantly absent in
the ETLCA community. This option, if exercised,
could help begin to alleviate the reinvestment
problem in East Austin.

Community Development Corporations

Another major institution for community development
is the community development corporation (CDC). As
mentioned previously in this report, the CDC is a
community-controlled organization involved in eco-
nomic development at the local level. It can provide the
resources, in terms of permanent staff and organiza-
tional structure, to support such activities as:
Application for private and public grants;

Financial assistance to existing and potential busi-
ness establishments in the form of loans and/or ven-
ture capital;

* Technical assistance and training.

CDCs were first funded at the federal level as a dem-
onstration project in 1968. Since 1972, funding for
CDCs has stabilized at about $30 million per year.
Typically, a first planning grant for a few thousand
dollars is awarded and upon completion of the plan,
venture capital funds are made available in theamount
of about $1 million for a two-year period. The Com-
munity Services Administration presently adminis-
ters the program, financing approximately forty CDCs
throughout the U.S. It is unlikely that this program will
be expanded to include new CDCs.

CDCs can also be created outside this federal struc-
ture. In this case they normally derive their financial
resources from federal grant funds, foundation money,
private enterprise financing and assistance, and bank
loans.

A CDC has both a staff (responsible for day-to-day
operation and management) and a board of directors
(responsible for more long-range decisionmaking and
policy setting), and possibly an assembly of voting
members. It is usually a central organization with
several affiliates or subsidiaries in specific fields which
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it controls through stock ownership or representation
on the board of directors. Either the CDC or one of the
subsidiaries usually has nonprofit status to be eligible
for certain grant programs and federal income tax
exemption. At the same time, at least one of the CDC's
subsidiaries is usually for-profit in order to qualify for
assistance available only to for-profit corporations
(e.g., Small Busi Adminit 1loans).
This arrangement allows for the CDC or its subsidi-
aries to be involved in various business ventures, in-
cluding real estate, retail, finance, manufacturing, and
commercial services, while being simultaneously in-
volved in public projects, such as housing.

The establish of & ity devel
corporation by ETLCA in November 1979 is perceived
to be the best institutional strategy for accomplishing
the most ity ic devel goals in
the East Austin neighborhood. The existence of the
CDC demonstrates that community interests are to be
addressed in an organized manner and that the various
problems confronting the community will be integrat-
ed into an overall plan. Five components of this CDC
which warrant thoughtful consideration are commu-
nity involvement, the board of directors, the executive
staff, external relations, and activities.

Community involvement is the single most impor-
tant aspect of the CDC'’s role in generating economic
devel CDC responsi to ity goals
and policies necessitates direct community participa-
tion within the internal structure of the CDC. The board
of directors offers the most accessible avenue for com-
munity involvement in CDC operations. The majority
of members on these boards generally represent the
target community. A smaller proportion of board mem-
bers are often selected to promote interaction between
city government and the CDC and/or stimulate capital
i in CDC devel projects. The prob-
lems of ity devel are best
resolved by the board of directors when members have
work experience in business-related fields and are
actively involved in community projects.

A study of CDCs, by Rita Mae Kelly, correlated the
success of CDCs to the composition of their boards of
directors.* This study found CDCs to be most success-
ful when board members have business-related work
experience, previous experience as board members,
and carefully defined roles and responsibilities. The
executive staff of the CDC most often consists of an
executive director, who coordinates staff operations,
and area specialists dedicated to specific programs or

ion

*Community Participation in Directing Economic Development
(Cambridge, Mass.: Center for Community Economic Develop-
ment, 1976).
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functions, such as housing or employment. Optimally,
the board of directors’ involvement in the day-to-day
operations of the executive staff is minimal. Conse-
quently, staff members must usually rely on theirown
expertise, rather than that embodied in the board of
directors. The possibility of instituting staff training
programs has been explored.

The following conclusions concerning the board of
directors and the executive staff are based on the 1973
Kelly analysis.

1. The greater the participation of the board mem-

bers in board activities, the greater the success of

the CDC.

. The more the board members are motivated by
community and CDC needs, rather than personal
needs and status, the greater the likelihood of
CDC success.

. CDC success will be greatest when there is less,
not more, intimate involvement with the staff.

4. CDC success is greater when the board members
explicitly recognize their limitations in the tech-
nical and professional areas and rely on those
who do have that knowledge.

. When the board’s important decisions concern
the setting of specific operational goals and poli-
cies, the CDC is more likely to be successful than
when the board is concerned either with broader,
long-term strategy or with structural-functional
(e-g., choosing the executive director) implemen-
tation and operation.

6. Board member participation in policy-related re-
view and control functions is marecriticaltoCDC
success than their exercising the public leader-
ship functions of mediating between theCDCand
other organizations, acting as the CDC's repre-
sentative, or engaging in the implementation of
CDC policies.

7. The greater the involvement of the board in the
review and control functions, the greater the suc-
cess of the CDC.

While the internal structure of the CDCis essential to
its success, the matters requiring the greatest amount
of time are the relations of the CDC to its political and
economic environment. The options for dealing with
these external factors are numerous and depend upon
basic decisions made by the CDC.

The city government can be an important resource
for the CDC. Many federal programs (HUD’s Commu-
nity Development Block Grants, CSA’s funds from Title
11 and Title VII of the Economic Opportunity Act,
EDA's funds for Special Impact Areas) can be adminis-
tered by a CDC and are channeled through the City.
Even if funds are not administered by the City, a

~
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negative recommendation by the City will adversely
effect the federal funding agency's decision. Finally,
the local g has its own fi ial and techni-
cal resources, some of which may be made available to
the CDC. A good working relationship with the local
government appears to be an important factor for suc-
cess.

Austin also contains a large number of private re-
sources and organizations which can be contacted for
cooperation on specific issues. For example, in the field
of assistance to small businesses, SCORE (Service
Corps of Retired Executives, affiliated with the SBA)
and the University of Texas School of Business both
offer their consulting services to small business per-
sons. The use of these external resources may allow the
CDC to increase its operations without increasing the
permanent staff. Cooperation with the business com-
munity can also provide useful contacts and expertise.

Participation of the area residents in the activities
promoted by the CDC is essential to guarantee a strong
grass-roots base and continuous feedback. Existing
efforts in this direction can be expanded with financial
support from ACTION, a federal agency which spon-
sors programs involving volunteers in poverty areas.
ACTION programs are normally operated under the
supervision of the staff members of the neighborhood
organization applying for the grant. Funds are avail-
able for staff salaries and fringe benefits, staff travel,
equipment, space costs and related expenses, and vol-
unteers’ out-of-pocket expenses. A number of ACTION
programs are described in the funding section of this
chapter.

STRATEGIES FOR ESTABLISHING
COMMUNITY DEVELOPMENT CORPORATIONS

Goal One
To ensure the selection of a board of directors
which offers the highest possible guarantee of the
CDC’s success.
Option One
Board members should be selected using the fol-
lowing criteria:
o business-related work experience;
o previous membership on a board of directors;
© availability to serve for a period greater than
three years;
o knowledge of the target community;
« availability of time to devote to board matters.
Applicability
The board of directors is one of the most essential
s of theCDC.Ch istics attributed
to the board members of successful CDCs should
not be overlooked.
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Goal Two

To ensure the executive staffis qualified toimple-

ment CDC development projects with effective

utilization of manpower and capital.

Option One

Executive staff could be hired according to the

following criteria:

+ Anexecutive director shouldhaveatleast three

to five years of managerial experience in a su-
pervisory capacity. Such experience should
have been acquired in the field of business or
public service.
The executive staff for the areas of housing,
employment, and commercial development
should have been employed in the area for
which he/she is hired for aperiodofnoless than
eighteen months, with at least one year's exper-
ience at the administrative level.

Staff members for the areas of community ser-

vices and institutional development should be

selected from within the community served by

CDC. These individuals will undergo a train-

ing process which links community needs to

CDC operations.

Goal Three

‘To make such resources available to thearearesi-

dents in a manner which will increase their de-

cisionmaking power.

Option One

A strategy of cooperation with the city govern-

ment would make the resources mentioned earlier

more readily available. Two cooperative lines of
action could be followed.

1. Encourage the City to designate Community
Development Block Grant funds forthe CDCto
undertake developmental activities. As a re-
sult, part of the budget can support CDC staff
involved in the implementation of CDBG pro-
grams, and the CDC will establish a “track
record” which will be very helpful when ap-
plying for federal or other grants.

. Participate in the preparation of an Overall
Economic Development Plan (OEDP) toobtain
designation as a Special Impact Area (SIA)
from the EDA. Once the designation has been
achieved, applications can be made for both
planning/technical assistance and program
funds. Since other neighborhoods and groups
in the city will have to be a part of the SIA,
coordination must be established with their
representatives and acommonstrategy agreed
upon. This process can become rather lengthy,
as it may require the mediation of contrasting
interests.

.
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Applicability

If a strategy of cooperation cannot be achieved or

is not seen as acceptable by the residents of the

study area, legal action can be considered as a

way to liberate the Block Grant money which the

city has failed to use in the past. Two sources of
help in this respect are:

« the National Economic Development Law Pro-
ject in Berkeley, California;

o the National Citizens' Monitoring Project on
Community Development Block Grants in
Washington, D.C.

Technical assistance and planning funds are

available from EDA through the Office of Special

Projects. Funds are made directly available to the

Local Development Corporation, which proceeds

to prepare an OEDP. The process is very similar

to the designation of an SIA, but does not require
the involvement of the City. Funds are quite
limited and the competitien intense.

Goal Four
To maximize the use of external resources for the
development of the area, if such use can be
achieved without a significant loss of control on
the part of the residents.

Option One
Appointment of a few selected representatives of
the business community to the CDC's board of
directors could help in enlisting business support.
Attention must be paid not to create a situation in
which the board members elected by the neigh-
borhood organizations feel intimidated by the
expertise of outsiders.

An inventory of all the existing local institu-
tions and associations, which relate to all CDC's
fields of operation, could be prepared. This would
include a list of organizations, their fields of activ-
ity, the potential for cooperation, and the name of
acontact person in the organization.

Joint activities could be sponsored. The sup-
port and/or technical assistance of the Chamber
of Commerce could be sought in the market anal-
ysis proposed under the section on commercial
development or in the investigation of possible
industrial locations.

Goal Five
To use funds available through ACTION pro-
grams to encourage and facilitate the involve-
ment of area residents.

Option One
A periodic newsletter about the neighborhood
and CDC activities could be prepared by area high

school and university students and other resi-
dents. By providing general news, agendas of
meetings, and inquiries into specific neighbor-
hood problems, the newsletter would open new
channels of communication and encourage in-
volvement. The students would gain understand-
ing of and attachment to the area. The CDC could
obtain mimeographing equipment which could
also be used for other communication purposes,
Start-up costs may be available through an AG-
TION mini-grant.

Option Two
A VISTA volunteer (or more, if the amount of
funding at the national and regional levels allows
for them) could expand and supplement the CDC
staff.

Option Three
Projects could be undertaken which involve area
residents over sixty years of age in CDC activi-
ties, such as organization of neighborhood meet-
ings and activities, part-time staffing of programs,
etc. Such projects would benefit from the experi-
ence of the elderly and could be financed through
an RSVP grant.

Goal Six
To determine the kinds of enterprises that will be
of the most benefit to community residents and to
establish these programs and ventures to encour-
age development.

Option One
In establishing commercial ventures, the support
of existing businesses is one means of promoting
economic development.

Applicability
If this option is chosen, the major duties of the
CDC will be to provide loans and technical assis-
tance to these entrepreneurs. This may be done
either directly by CDC personnel, or by others
acting through a CDC clearinghouse. The support
of existing ventures would allow the CDC to take
advantage of existing clientele, experienced man-
agers, inventory, and capital. However, the sup-
port of existing ventures limits the kinds of enter-
prises to be sponsored to those already in exis-
tence. These may not represent the location or the
character of businesses that the CDC wishes to
encourage. Overall, the financing of existing ven-
tures is an easier task than beginning new ones,
but the strength of the CDC in terms of direction
and planning may be lessened.



Option Two

The CDC could support new business ventures.
This could be accomplished through several
means: buying out existing businesses, starting
up new businesses, or starting a new kind of
venture, such as a cooperative. The major disad-
vantage to this direction is the need for a large
amount of initial capital. Such a policy would,
however, enable more members of the commu-
nity to get involved in business operations and the
revitalization of the community. A greater em-
phasis on education would be necessary to train
people to manage these new businesses.

In starting a new business, there are three op-
tions for ownership: by the CDC, by stockholders,
and by a group of residents ({a cooperative). Own-
ership by the CDC brings to mind several legal
questions. If the CDC is to own and operate profit-
making corporations, what kinds of legal restric-
tions must be met aside from investing profits
into neighborhood development projects? This
issue requires further exploration. Ownership by
stockholders is hampered by their desire to make
a profit out of stockholding. Therefore, they may
be extremely selective when deciding in which
ventures to participate. Cooperative ownership
will be explored in the following section.

COOPERATIVES

One type of structure that may be used in conjunc-
tion with a CDC is a cooperative. A cooperative is a
joint enterprise among a group of investors with a
common interest or talent. Cooperativeparticipants
are members of a corporation which can provide
such diverse goods and services as housing, main-
tenance, food, and furniture.

Residents become members of a co-op by buying
stock in the initial venture. Membership enables a
person to participate in its governance through the
one-member, one-vote principle, regardless of dif-
ferences in initial capitalinvestments. Management
of this entity is conducted through a board of direc-
tors elected from the membership. This board sets
the goals and policies of the cooperative and may
hire a manager to supervise daily affairs.

One of the characteristics of a cooperative corpo-
ration is the control which spreads ownership evenly
among all members. This feature prohibits ownership
of cooperatives by CDCs and limits the types of assis-
tance a cooperative may be given. The assistance ren-
dered by CDCs to cooperatives usually takes the form
of pre- and post-incorporation technical assist d
financial assistance through loans and preferred stock
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purchases. The latter type of financial aid is preferable
because it maintains a positive balance sheet (the capi-
tal infusion is thus shown as shareholders’ equity and
not as a liability) while CDC loans may make other
forms of debt financing untenable. Due to limitations
on the number of memberships or common shares a
member may purchase, CDC financial assistance rarely,
if ever, takes the form of a common stock purchase.

Another question concerning financing must be ad-
dressed when a cooperative is formed. Since acoopera-
tive makes shareholders jointly liable for all debts
incurred, the solvency of each shareholder must be
assessed before lending institutions will award aloan.
One loan option is closed to cooperatives: the Small
Business Administration does not consider coopera-
tives eligible for its loans due to the way profits are
distributed. These standards and practices have re-
duced the effective market for cooperatives of any
kind, and their numbers are increasing only at a mod-
erate rate.

One advantage of a cooperative structure is the op-
portunity for a greater number of community residents
to be mvolved The experience of participating in the

king and of a full-scale enter-
priseisaunig ional experience for y
residents. The degree of community involvement in
this process is a primary component of success. Addi-
tionally, the poaling of resources makes it easier to
raise the initial capital.

Housing is the major field in which a cooperative
form has been used. In a housing cooperative, newly
constructed or converted housing projects have joint
owners who share the equity of the structure. Tenants
buy into the cooperative entity and are given a share of
the property and mortgage. Unlike a condominium
arrangement, the member does not own a specific part
of a project; rather, he or she owns a share of the entire
project and is assigned the right of tenancy in a defined
space within that project. A blanket mortgage is split
among the members and payments are structured to be
comparable to standard rental amounts.

Housing cooperatives are superior to rental units in
terms of maintenance activities. Studies indicate that
when rental units are converted to cooperative owner-
ship, dalism decreases and mai improves.
Pride of ownership is one important reason for this
trend, as well as the cooperative’s more organized
methods of dealing with problems and complaints.
Since the management reports to a board elected by the
tenants, it is more responsive than most landlords ina
rental situation. In addition, low-income cooperative
housing usually increases the value of the units, since
more extensive repairs are possible due to the pooling
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of capital by the owners.

The current trend seems to be away from cooperative
housing. One reason is the investment's relative lack of
liquidity. The shares are not considered real property
by financial institutions, and the amount of a partici-
pant's mortgage is limited by the blanket mortgage on
the building. This may make resale difficult because
many older co-ops appreciate in value. The difference
between the current (appreciated) value of the unitand
the prorata share of the mortgage must be paid in cash,
or borrowed through a personal rather thanamortgage
loan, because of the limitation on the participant's
mortgage loan.

Goal Seven
To ensure that the institutions created topromote
development are beneficial to residents and that
such ventures can be handled within the frame-
work of the CDC.

Option One
The CDC could sponsor a cooperative venture in
lieu of more traditional kinds of organizations.

Applicability
Many of the commercial strategies discussed
earlier can be established under the cooperative
form. This kind of cooperative venture affords
more community residents the opportunity to
become involved in all phases of business devel-
opment. Cooperatives may enable business per-
sons to profit from economies of scale, since a
joint venture allows a greater capital investment
and a larger scale of operations. However, fi-
nances are a limiting factor inthe establishment of
cooperatives. Initial capital may be difficult to
raise, particularly in low-income areas. As men-
tioned earlier, CDC financing is limited io loans,
purchase of preferred stock, and technical assis-
tance (of which a great deal will beneeded). There
is also the problem of securing the support of
financial institutions to finance the initial stock
purchases and to see the enterprise through the
difficult b phases of impl

ation.

FUNDING

Sources for funding for the CDC’s activities can be di-
vided into three broad categories: federal funds, foun-
dation grants, and private investors. These resources
can be used to carry out planning and technical assis-
tance, manage specific programs, or encourage the
development of business ventures.

Most of these sources and their possible uses are
discussed in greater detail in other parts of this chapter.
The purpose of this section is to provide a brief review

that can help set priorities and chart a course of action.

Federal programs may be administered either directly
at the national level, by regional offices, or through the
City. Planning and technical assistance funds can be
obtained through:

1. the Community Services Administration, under

Title VII of the Economic Opportunity Act;

2. HUD programs—such as those of the Office of

Neighborhoods, Voluntary Associations, and

Consumer Protection—or the CDBG;

. the Economic Development Administration, as a
consequence of the area’s designation as aSpecial
Impact Area, in the form of both planning grants
and specialized staff assistance;

. Department of Labor CETA funds, which can be
used to pay staff members (this has been done in
San Francisco);

5. ACTION programs, which provide staff support

in the form of VISTA volunteers.

All of these sources, either individually or in combina-

tion, were used by the CDCs examined in the course of

this study.

Funds for venture d were made
to the various CDCs by the Community Services Ad-
ministration (CSA) under Title VII mentioned above.
The typical outlay was $1 million over a two-year
period. At present these outright grants are practically
confined to CDCs already funded by CSA. Loans and
smaller amounts to be used for the establishment of
programs of to busi can be obtained
through the Office of Minority Business Enterprise.
The Small Business Administration can be involvedin
the guarantee of loans to small businesses.
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Private foundations have provided financial assistance
for many types of institutional development in com-
munities. Some of them, such as the Ford Foundation,
have in fact been among the first to finance CDCs.

There are several advantages of dealing with foun-
dations: there is often less “red tape” involved than
through federal programs; there are no requirements of
cooperation with the local government (although a
good working relationship with it can give the proposal
a better chance of being accepted); and there is no
specific program guideline to follow. A proposal that is
unique and creative and can beconvincingly supported
has a good chance for success.

The disadvantages of working with foundations are
that they are often more difficult to reach and often
have fewer financial resources than federal programs.
Competition for funds from the largest and most pres-
tigious foundations is quite intense,



Privatei can b idereda fventure
capital or debt financing in the establishment or con-
tinuation of business enterprises. Venture capitalists
(either partnerships or investment corporations) buy
stock of promising enterprises from which they expect
high returns after a period of a few years. They also
occasionally engage in debt financing.

Traditional sources of credit are banks and other
financial institutions. The loans obtained through
them can be guaranteed by federal programs.

The approach to each of the funding sources is very
similar. A preliminary inquiry is usually made, ac-
companied by a very concise description of the project
for which assistance is sought. If the initial contact is
successful, a more detailed proposal which includes an
estimated budget is submitted. Negotiations through
telephone, correspondence, and possible on-site visits
follow, as a means for the funding source to complete
information gathering. The whole process can take up
to several months.

The following information on ACTION grants is
provided to help the CDC's initial staff requirements.

1. Mini-grants for $5,000 are available to support

the organization of specific projects which will
involve a large number of volunteers. Applica-
tions can be made to the regional ACTION office
in Austin. The application deadline is the end of
January, and funds are made available after ap-
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proximately three months. Competition for these
grants is not intense.
RSVP (Retired Senior Volunteer Program) pro-
vides funding (starting at $10,000, with an aver-
age of $29,000 in 1978) to develop community
servlce opportumues for elderly persons through
ity oriented, cost-shared
projects. Apphcatmns are made to the ACTION
regional office. No specific deadlines are set, and
the grant is renewable.

. VISTA volunteers are normally persons with

college degrees and/or relevant practical experi-
ence. They can come from the community, be
chosen by the requesting organization {in this
case the CDC), or be assigned by ACTION froma
pool of nationwide applicants. A volunteer re-
ceives a food and lodging allowance of $260 per
month for a year, and anadditional $75 permonth
is saved in a separate account and madeavailable
1o him or her at the end of the year.

. University Year for Action is a program which

provides university resources to impoverished
communities. Funds are made available to a uni-
versity, which in turn provides volunteer stu-
dents (supervised by faculty) to the community
for work/study on projects of common interest.
(In Austin, St. Edwards University was part of
such a program during 1979-80.)
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INTRODUCTION

The private housing market has failed to provide ade-
quate housing for low- and moderate-income families.
The federal government and local governments have
long recognized this market failure; since the 1930s,
they have attempted in various ways to fill the basic
human need for shelter for disadvantaged families. But
past and present programs have been unable to satisfy
the housing needs of the East Town Lake Citizens
Association (ETLCA). This chapter, after first describ-
ing the housing problem, proposes a housing program
intended to upgrade and increase the housing stock for
the Chicano neighborhoods of East Austin.

As noted in Chapter 1, the 1978 Building Standards
Commission Survey found that 16 percent or 633 hous-
ing units in the ETLCA neighborhoods were in viola-
tion of the Austin Housing Code. These homes, categor-
ized as “dilapidated,” failed to meet minimum stan-
dards for plumbing facilities, electrical wiring, and/or
structure. The 1978 Survey also found that 32 percent
of the homes, or about 1,267 of 3,959 housing units,
required minor repairs and were categorized as “de-
teriorated.” According to the Survey, then, almost half
the housing in the ETLCA's area must be repaired or
reconstructed in order to provide inhabitants with
“standard” housing. Added to this is the fact that the
building code now has energy efficiency standards,
increasing the number of homes classified as substan-
dard. In addition, the housing stock in the community is
decreasing by about forty-eight homes per year.

The effective City of Austin housing programs focus
on owner-occupied homes, yet only 43 percent of the
homes in the ETLCA neighborhood are owner- ied
Currently, no new construction program exists. City
housing programs available for the neighborhood, ad-
ministered by the Austin Redevelopment Authority
(ARA), only deal with rehabilitation.

The ARA programs assisted 155 housing units forall
of Austin from October 1978 to September 1979. Be-
cause of Austin's rehabilitation grant and loan ceilings
($1,500 0 $2,500 in the Emergency Program and $7,500
in the Standard Program) and income constraints,
many residents in the area cannot qualify for anything
but emergency repairs that may not bring their houses
up to Code Standards.

Only 37 percent of the applicants for the Standard
Program of ARA received funding for repairs during
fiscal year 1979. The ARA Board can increase the
$7,500 grant ceiling by combining a $7,500 grant with
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up to $7,500 in loans at 3 percent interest under the
followi B
ex

cir

¢ The applicant must be under extreme hardship, not
of his/her own creation.

The rehabilitation of the applicant’s property must
remove a blighting influence that is not evident else-
where in the neighborhood. (A substandard home
surrounded by homes in standard condition, for ex-
ample, may qualify for funding.)

The proposed rehabilitation must be in the publicin-
terest.?

Standard and “312" housing loans are based on the
ability of the applicants to repay. These loans carry 3
percent interest over ten- and twenty-year amortiza-
tion periods. Loans are usually not approved if more
than 25 percent of the applicant’s gross income would
go for housing costs, including loan repayments.

It appears unlikely that a home that requires more
than $14,000 in repairs would be fully funded under
existing programs. Although rehabilitation may be
more expensive than constructing a new house, the
ARA does not have any programs for new construc-
tion. While the "312" Program offers loans up to $27,000,
most of the East Austin residents cannot qualify. The
ARA administered only nineteen “312" Program loans
in all of fiscal year 1979. The average income of those
applicants who received funding was $13,990.

Under Austin’s housing programs, some people in
need of better housing are not covered. The housing
program proposed here is designed for part of the
population not currently covered. The proposal is con-
sistent with the City of Austin goaltoprovidestandard
housing for all residents. It is designed particularly to
meet the housing needs of the citizens in the ETLCA
neighborhood.

A PROPOSAL

The proposed housing program operates through two
components: (1) arevolvingloan fund for rehabilitation,
and (2) a new home building program. The revolving
loan fundis targeted at owner-occupied houses in need
of rehabilitation whose owners do not qualify under
the existing rehabilitation loan programs. It is pro-
posed that aloan ceilingbeestablished at $15,000. Loan
terms would include a 3 percent interest raterepayable
over a maximum period of twenty years. The fund
would be managed by the ARA. The CDC would be
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responsible for finding participants, filing loan appli-
cations, and contracting for rehabilitation work. The
fund would be replenished as loans are repaid.

The new home building program is targeted at those

ion,

8. Make periodic inspections of work and make
progress payments to subcontractors.

9. Counsel homeowners and represent them before
the ARA Board.

homeowners whose homes are beyond rehabili
but who are unable to afford new houses through the
private market because of low incomes. This

The following steps should be taken by the CDC for
the new home building program:

habilitation

would operate on a per lot basis rather than on a whole
block clearance basis. The ARA would acquire homes
at fair market value from willing participants, and
would then clear the acquired sites. Money collected
from the sales of houses would be added to relocation
grants. The sum would be placed in escrow, to be used
for payment on the new housing to be constructed. A
mortgage would then be arranged through a private
bank for the difference between the price of the new
home and the amount placed in escrow for each partic-
ipant. The CDC would build the new house, using
neighborhood contractors. Participants would then
move into new houses constructed at thesamelocations
where they had lived before.

Temporary relocation may be necessary under the
new home building program. The CDC could employ
either of two options to assist participants when relo-
cation is necessary. The first is to acquire a vacant
house that would be suitable for rehabilitation. A family
could live in this house while its new home is being
constructed. Another option is to build one new house
on vacant land in the neighborhood before participants
are involved. When this houseis ready, a participating
family could then be moved into the homepermanently.
The site where this family previously lived would then
be used to construct another new home.

Actors and Functions in the Program

East Austin Chicano Community Development Corpo-
ration (CDC)

The following steps should be taken by the CDC for the
revolving loan fund program:

Conduct a housing survey of the neighborhood to
identify potential participants.

Inform potential participants about the program.
. Determine éligibility of the house and the home-
owner.

Prepare a description and cost estimate of the
necessary rehabilitation work.

- Assist in finalizing the loan and repayment sched-
ule.

Secure building permits as necessary.

As a general contractor, solicit bids from neigh-
borhood subcontractors and award the contract.
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1. Complete steps 1-3 of ther ingr

loan fund program, to determine the applicant’s

eligibility for that program.

D ine eligibility of the h

for the new construction program.

3. Determine the cost of the new house, acquisition
cost of the old house, amount of the relocation
grant, and, if necessary, amount of the loan.

4. Aid the homeowner in securing a bank loan for
the amount specified in 3 above.

5. Contract with the homeowner for construction
of the new house.

6. Secure a building permit.

7. Aid in the temporary relocation of the home-
owner.

8. As ageneral contractor, solicit bids from neigh-
borhood sut actors and award th tract,

9. Make periodic inspections of the work andmake

progress payments to subcontractor.

Upon completion of the new home, participate

in closing and receive payment from escrow.

dh.

10.

Austin Redevelopment Authority (ARA)

The following steps should be taken by the ARA forthe
revolving rehabilitation loan fund:
Review and give final approval to the home-
owner’s application and repayment schedule.
Award bid to general contractor, i.e., the CDC.
Perform final inspections on rehabilitation work.
Make payment to the contractor, i.e., the CDC.
Collect loan payments.
Assume accounting and managing responsibili-
ties of the loan fund.
The following steps should be taken by the ARA for
the new home building program:
1. Review and give final approval to the homeown-
er’s application.
. Acquire the property.
Place the amount of the acquisition price plus the
relocation grant into escrow.
Temporarily relocate the homeowner.,
Make progress or “interim" payments to the gen-
eral contractor.
. Make a final inspection of the completed new
house.
7. Remove money from escrow,
. Transfer the title to the homeowner,
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Private Lending Institutions

The private lending institutions participate in the new
housing construction program in two ways:
1. Grant mortgages for the difference between the
cost of the new house and the amount in escrow.
2. Collect mortgage payments.

Minority Building Contractors

Minority building contractors perform the same
functions for both programs:
. Submit bids to the CDC for construction projects.
2. Enterinto acontract withthe CDCas construction
subcontractor.
. Receive progress or “interim” payments from the
CDC as the work progresses.
Receive final payment from the CDC upon com-
pletion and final inspection of the work.

o
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Implementation Steps

Survey of the neighborhood. The CDC will carry out a
detailed survey of the housing stock in the neighbor-
hood, determining those structures which are (1) va-
cant and unrehabilitable, (2) owner-occupied and un-
rehabilitable, or (3) owner-occupied and rehabilitable.
The survey will also note those unrehabilitable struc-
tures, both owner-occupied and vacant, which are lo-
cated upon substandard lots.

Identification of potential participants. The CDC will
disseminate information about the program to a select
group of the owner-occupants indentified in the survey,
and will initiate the program with those owner-occu-
pants who wish to participate. Eligibility for the pro-
gram will be determined by the following criteria:
1. The applicant’s income, when computed in ac-
cordance with the provisions of Appendix I, will
meet the maximum limits set forth in Table 2.
Eligibility can be expanded by the CDC on acase-
by-case basis to approve applicants with incomes
exceeding those listed above.

. The applicant must own or be purchasing, through
a morlgage or contracl-of-sale, a home that is
located within the neighborhood. The applicant
must have resided in the homeat least six months.
In the case of abandoned property, the applicant
must commit to occupy the housing as the princi-
pal resident upon completion of therehabilitation
or new construction.

3. Theapplicant must not owe back taxesto the Gity

of Austin unless satisfactory arrangements for
paymenl are made. Arrangements will be consid-

»
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ered satisfactory if all back taxes are paid at the
end of the loan term.

4. The applicant must establish an acceptable credit
rating. In those cases where the applicant isinthe
process of purchasing his/her home, a poor pay-
ment history on the mortgage or contract of sale
may be a disqualifying factor.

dentification of ial sub The CDC
will identify the minority subcontractors within the
neighborhood and inform them about the program.

Eligibility and P
tation. The identification of potential structures for
rehabilitation and the preparation of loans involve a
number of steps.

1. Structural and economic feasibility —A structure
will normally be considered reparable if the re-
habilitation cost necessary to bring it in compli-
ance with the Minimum Housing Code will not
exceed the as-if-rehabilitated value of the struc-
ture. The CDC may deviate from the structural
feasibility standards in order to select the most
cost-effective way of providing a family with
standard housing. For example, the CDC may
authorize the rehabilitation of a structure thal
fails to meet the exact structural rehabilitation
criterion if rehabilitation costs were less than the
costs of constructing a new house.

2. Preparation by CDC appraiser of description of
work to be performed and cost write-up for each
project.—The following repairs will be considered
under this program: d

dure for Rehabili-

Table 2

Maximum Annual Income for Eligibility

Maximum Eligible Income
9,050
10,350
11,660
12,950
13,760
14,600
15,400
8 16,200

Source: Based upon HUD Section 8 eligibility table for the
Austin area.

Family Size

N oo AW N =




Programs

(=

a.

=

Removal of all space or structural violations of
the Minimum Housing Code in the existing
structure. In addition, at the homeowner's op-
tion, loan funds can also be used to effect
other general property improvements up to an
amount not to exceed 40 percent of the total
loan. Room additions are permissible only
when necessary to meet Minimum Housing
Code requirements. In those cases where the
owner is eligible for a loan only, but cannot
borrow the total amount necessary toabateall
code violations, an order of priority for repairs
may be established by the CDCin ion
with the homeowner.

Installation of energy conservation measures
and devices such as insulation, weatherstrip-
ping, attic venting units (including powered
units), attic fans, ceiling fans, solar water
heaters, window awnings, and devices to im-
prove the energy conservation features on ex-
isting wind ‘When roof repl is
included, the reflectivity of roofing materials
should be one of the main considerations.

Preparation of the loan or grant.—The CDC will
carry out the first review of theapplication, deter-
mining the amount of loan/grant required and the
applicant’s ability to pay. Procedures are as fol-
lows:

a.

3

Loan provisions.—The maximum loan will be
$15,000. However, the ARA may approvelarg-
er loans whenever circumstances warrant it.
The loan will be repaid over a twenty-year
period at 3 percent simple interest. In the case
of abandoned property being rehabilitated
with the new owner’s commitment to occupy
upon completion of repairs, theloan document
will contain a provision that theentire balance
will become due if the owner fails to occupy
the residence or moves out of the residence
before the term of the loan is completed. The
ARA will place the loan funds into an escrow
account; payment to the CDC will be made
according to the ARA guidelines forpayments
to contractors. After payment to the CDC, the
ARA will secure appropriateliens on the prop-
erty.

Ability to pay computation.—Once it is de-
termined that an applicant is eligible for assis-
tance, the applicant's ability to pay forthecost
of repairs must be determined. Using the for-
mula shown below, the maximum amount of
repairs that the applicant can finance is de-
termined. Indirectly this computation also has
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a bearing on the financial feasibility of the
applicant, since the cost of repairs may exceed
the applicant’s ability to pay, thereby render-
ing the reh ically infeasibl
The ability to pay will be computed using the
following formula:

Ability to Pay =25% Gross Monthly Income?-
Present Housing Expense

bilitation

Present housing expense will include all ex-
penses associated with providing shelter for
the applicant's family, including: (1) p

on any encumbrance which will not be refi-
nanced as part of the loan, (2) real estatetaxes,
(3) cost of utilities and maintenance, and (4)
home insurance.

. Encumbered property.—In the event that an

eligible borrower has outstanding liens orother
obligations on his/her property, the ARA will
make an effort to purhcase all liens, consoli-
date them, and combine them with therehabil-
itation loan. Rehabilitation loans may be made
to eligible borrowers living in contract-of-sale
homes, provided the contract can be bought
and the contract balance plus the rehabilita-
tion loan can be included in one payment, or
provided the seller will provide a warranty
deed on the property. In cases where the ARA
will accept a subordinate lien position, loans
will be made only in an amount equal to the
difference between the outstanding balance
due to the lien holder(s) and the as-if rehabili-
tated value of the property.

Provisions for sale of loans.— Upon comple-
tion of the initial twelve months of the loan
repayment period, negotiable loans withasat-
isfactory payment history will be offered for
sale talocal financial institutions by the ARA.
The loans will be discounted to permit the
financial institutions to derive the market in-
terest rate for home improvement loans. In
addition, 10 percent of the discounted loan
price will be placed in escrow as aloan guaran-
tee fund to the initial purchaser only. In the
event of default, the financial institution, if it
was theinitial purchaser, will be reimburseda
negotiated amount and theloanreturned tothe
ARA for review or other necessary action.
Paint grants.— Exterior painting grants are
available, since it is considered essential to
give some outward manifestation of rehabili-
tation in order to establish the proper climate
for neighborhood revilalization. All eligible



applicants for rehabilitation loans and special-
ized rehabilitation loans are eligible for ex-
terior painting grants, if needed. In the case of
loan-only cases, the paint grant cannot exceed
one-third of the total cost of all repairs, includ-
ing paint. The paint grant will cover thecost of
the painting only and will not include the cost
of replacing deteriorated material on the struc-
ture’s exterior. In the event the owner has a
home needing exterior painting, but desires to
add an acceptable siding material not requir-
ing painting, equivalent dollar credit may be
given in lieu of painting. The credit will be
computed by determining the cost of the ex-
terior painting job using current per square
foot cost. This amount, in the form of a grant,
may then be applied to offset the cost of the
new siding.
Default counseling.—Each month the ARA
will provide the CDC withalist of theaccounts
which are in arrears. The CDC will contact
each homeowner to determine if any justifi-
able reason exists for the failure to pay. The
CDC will help thehomeownerrepresent his/her
case to the ARA, which will evaluate the case
and take appropriate action. For example, if
there is a justifiable reason for failure to pay,
the ARA may provide the homeowner with
some type of relief, such as payment defer-
ments or refinancing. In all cases, the action
taken will be recorded in a loan case file.

4. Contact for Rehabilitation.—The CDC will be the
general contractor on all projects and will at-
tempt to subcontract all work to minerity subcon-
tractors in the neighborhood. Since the ARA is
not party to the contract, formal bid procedures
need not be followed. The individual homeown-
ers will be contracting with the CDG, as general
contractor, for the rehabilitation work. In cases
where the estimated cost of repairs (prepared by
the CDC) is under $15,000, the following steps
will be used to select a subcontractor(s):

a. The CDC will approach potential minority
subcontractors.
b. The subcontractors will submit bids based on
the work write-up provided by the CDC.

. If several subcontractors submit bids equal to

or less than the CDCestimate, the contract will

be awarded to the lowest bidder.

If all bids exceed the CDC estimate, negotia-

tions will be initiated withthelowest bidderto

bring the bid down to or below the CDC esti-
mate.

-
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In cases in which theestimated cost of repairs s
$15,000 or more, the CDC will seek competitive
bids either on the job as a whole or on individual
parts. Again, if the lowest bid exceeds the CDC
estimate, the CDC will negotiate with the lowest
bidder.

4. Rehabilitation.—The rehabilitation work will be
carried out. (Estimated time 2-6 months depend-
ing on the scope of individual projects).

Eligibility Determination and Procedure for New Con-
struction. In cases in which the structure does not meet
the criteria of the rehabilitation program, and thehome-
owner is able to purchase his/her new home rehabilita-
tion program, and the homeowner is able to purchase
his/her new home wholly with the acquisition-plus-
relocation monies or with these monies plus a bank
loan (the method for determiningrelocation money and
ability to repay a bank loan will be outlined below), the
homeowner is eligible for the new construction pro-
gram.

1. Determine loan repayment ability.—The amount
of the loan necessary to provide the participants
with adequate, standard housing under this pro-
gram will be equal to the difference between the
construction cost of the new house and the acqui~
sition-plus-relocation monies:

Loan = Cost - (Acquisition + Relocation)

The relocation grant will be calculated in accor-
dance with the Uniform Relocation and Real Ac-
quisition Policies Act of 1970 (see Appendix | for
analysis of the Act). The grant will be equal tothe
price of a standard, comparable replacement
home, less the amount of the acquisition for the
former home, and cannot exceed $15,000. The
cost of a standard replacement will be based
upon a schedule of average sales prices of new
homes in comparable neighborhoods. After the
amount of the loan is established, the partici-
pant’s ability to pay will be determined accord-
ing to the same criteria set for the rehabilitation
program above.
Identify the lot where the new home will be con-
structed. —Aggregrate land to achieve standard
size plats by acquiring (through an additional
grant from ARA) adjoining vacant or tenant-
occupied and unrehabilitable structures. Relocate
displaced tenants according to the provisions of
the Uniform Relocation Act.

To initiate the program the ARA will acquire
several vacant unrehabilitable properties in the
neighborhood and demolish the structures. The

~
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first participants will select new lots from among
these sites. The first round of new construction
will occur on these sites. The ARA will acquire
the participants’ old lots, providing the sites for
the second round of new construction.

An alternative strategy involves the acquisi-
tion of a vacant, rehabilitable home in the neigh-
borhood. The house would be rehabilitated min-
imally to provide temporary housing for program
participants awaiting the construction of their
new home,

Budget

Austin Redevelopment Authority

Revolving loan fund
@ $15,000 per house

10 houses per year $150,000
Acquisition (new home program)
@ $11,000 per house
5 houses per year 55,000
Clearance {new home program)
@ $1,500 per house
5 houses per year 7,500
Relocation grants (new home
program)
@ $10,000 per house
5 houses per year 50,000

ARA Subtotal $262,500

East Austin Chicano Community Development Corporation

Construction start-up
@ $25,000 per house

3 houses at one time $ 75,000
Housing Specialist/Financial
Counselor 15,000
Construction Manager &
Inspector 20,000
Expenses 5,000

Overhead (@ 10% of salaries)

3,500

CDC Subtotal 118,500
TOTAL $381,000
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3. The CDC will assist the participant in getting a
loan from a bank.

. The ARA will acquire the participant’s su bstan-
dard property {both landand structure] at market
value.—The money will be placed in an escrow
account in the participant’s name.

. The participant will contract with the CDC for
construction of the replacement home.—The CDC
will seek competitive bids on either the job as a
whole or on an individual part. The CDC will use
its cost estimates for the replacement home as a
basis for negotiations.

. The new home will be constructed.—The CDC
will inspect the work at several points. The esti-
mated minimum time for construction will be
thirty days for demolition, two to three weeks to
grade the lot (longer if the site must be surveyed
and/or replatted), and six months for construc-
tion. The total estimated time for construction
will be approximately eight months.

. When the house is 95 percent completed, the ARA
will carry out the final inspection.—If the work is
satisfactory, the relocation grant (CDBG funds)
will be placed in the individual’s escrow account.

. The funds in the escrow account plus any loan
funds will be used to pay the general contractor
{the CDC).—The purchase of the home will be
closed. In the case of aloan, the bank will hold the
lien or mortgage.
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INTRODUCTION

This proposal addresses the need to coordinate em-
ployment and training programs for residents in East
Austin with those skills demanded by current and
future employers in the area. This need requires that
the CDC assume a role for linking residents of the
neighborhood with existing and potential employment
opportunities. Training programs can be coordinated
with the demand for labor through the Comprehensive
Employment and Training Act (CETA) program. In
particular, the new Private Sector Initiatives Program
(PSIP), Title VII of CETA, is designed to increase
employment possibilities by providing financial incen-
tives to private employers for training disadvantaged
individuals. This program requires the establishment
of a council to represent small and large businesses,
community-based organizations, and key government
officials.

Since the CETA program is fundamental to the pro-
posal, the first section of this report presents an over-
view of CETA and describes the PSIP in more detail.
The Private Industry Council (PIC) mandated by this
title of CETA is also explained. Finally the current
status of this program and the PIC in Austin is sum-
marized.

Following the overview, a proposal for developing
the employment and training component of the CDC is
outlined. It is recommended that during the first year
the CDC is in operation its employment program con-
sist entirely of intake and outreach referral services.
This could include referral to existing skills training
programs or directly to industry. The second stage
would include a continuation of thereferral services, as
well as a more aggressive effort by the CDC to work
with the Austin PIC to link training programs with
incoming industries. The last stage emphasizes the use
of CETA Title VII funds for innovative training pro-
grams. These funds could be applied toward the devel-
opment of a small business intern program, sponsored

Employment and
Training Program

rized job training and public service employment oper-
ated by state and local governments. The remaining
four titles dealt with federal responsibilities and ad-
ministrative provisions. The 1978 version of CETA has
been expanded to eight titles. All administrative and
federal r ibilities were lidated into Title I.
Title II of CETA has four parts:
1. financial assistance;
2. programs for the long-term structurally unem-
ployed mcludmg on-the-job training, job search
ion ling, and referral),
support services (child care, transportation, etc.),
and work experience programs;
3. occupational upgrading and retraining of eligible
persons;
. provision for transitional public service employ-
ment.

IS

These provisions are designed to enable disadvantaged
persons to perform needed public services until train-
ing allows them to move into employment not supple-
mented by CETA.

Title III consists of special federal responsibilities to
Indians, migrant farmworkers, veterans, the handi-
capped, older workers, and persons with limited
English speaking ability. Youth programs are in Titles
IV and VIII, which blish the Youth Employ
Demonstration Program, consisting of the Youlh In-
centive Entitlement Pilot Projects, the Youth Commu-
nity Conservation and Improvement Projects (YCCIP),
and the Youth Employment and Training Programs
(YETP). This title also establishes the Job Corps and
the Summer Youth Program. The Young Adult Con-
servation Corps was established by Title VIIItoautho-
rize employment programs for young adults on conser-
vation projects.

Title V establishes the National Commission for
Employment Policy to study and report annually on

by the CDC, which could train yresidents to
manage small businesses. At the same time a pre-
training program could assist those individuals exper-
iencing difficulty in entering the labor force.

CETA AND THE PRIVATE SECTOR
INITIATIVE PROGRAM

The original Comprehensive Employment and Train-
ing Act (CETA) had six titles. The first twotitles autho-
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ploy and training goals and policies. The prob-
lem of countercyclical unemployment is dealt with in
Title VI, which sets up public service employment
during times of recession. The most innovative title of
CETA is Title VIL, which establishes the Public Sector
Incentives Program (PSIP). The PSIP is an attempt to
increase involvement of the business community, in-
cluding small and minority businesses, in CETA em-
ployment and training programs. As far as the PSIP is
concerned, jobs in the private sector are preferred to



Programs

public sector jobs in terms of ability to relieve long-run
unemployment problems. Thus, the CETA program
has shifted its emphasis away from subsidized public
sector employment toward unsubsidized private sec-
tor employment.

Any Prime Sponsor that wants to set up a Title VII
program must establish a Private Industry Council
(PIC), composed of representatives from the private
sector (business and industry), labor, education, and
community-based organizations. The PIC has two basic
purposes: to secure more private sector jobs for the
unemployed, and to attract greater private sector par-
ticipation in all aspects of local employment and train-
ing.

Initially, an ad hoc committee may be formed whose
funetion is to identify potential PIC members and to
make final dations to the elected official that
appoints the PIC. (Either the chief elected official or the
city council appoints the PIC, dependingonlocal laws.)
Representation on the PIC should be the same as that of
the ad hoc committee which it eventually replaces. The
functions of a PIC are as follows:

* with the Prime Sponsor, to design and develop the
Title VII program;

to assume the role of primary actor for redirecting the
thrust of CETA programs away from subsidized
public sector to unsubsidized private sector jobs;

to serve as the contact point for industry and busi-
ness in local employment training systems;
topresent the private sector view in the development
training programs to increase private sector job place-
ment;

to analyze private sector job opportunities;

to survey employment demand in private industry;
to determine training possibilities;

to review and comment on the CETA annual plans.
After the PIC has been established, agreements may
be made with private industry to provide training and
eventual placement for CETA participants. In some
cases the PIC may actually operate its own trainingand
employment program.

In Austin the PIC should soon be established. An ad
hoc executive committee has been formed and the
committee is introducing the PSIP to private business
and industry and soliciting membership for the PIC.
The role of the PIC in Austin has not yet been deter-
mined, but it is clear that it will not incorporate and
operate its own employment program. The PIC must
include some persons who live outside Austin but are
members of the Manpower Consortium. There will be
only one position open for a person from acommunity-
based organization.
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A PROPOSAL FOR A THREE-STAGE
EMPLOYMENT PROGRAM

This proposal is designed to enable the CDC to develop
its own expertise in providing employment services to
the community while also developing a track record
that will encourage increased CETA funding for further
program development. To qualify for CETA funds the
CDC may want to subcontract these funds from the
City of Austin.

The City of Austin, as part of the Capital Area
Manpower Consortium, is composed of three entities;
Austin, Travis County, and theeight surroundingrural
areas. CETA in Austin already consists of ten employ-
ment programs handled by nine subcontrators, most of
which focus on drafting, clerical, or mechanical skills.
An agency or community-based group designated by
the Prime Sponsor as asubcontractor may also develop
training programs funded by CETA.

To become a subcontractor the organization must:

1. register with the Austin Manpower Training Divi-

sion, the administrative arm of the Capital Area

Manpower Consortium, for inclusion onthe CETA

Request for Proposal list (at this time the CDC

will be required to furnish the department with

information about its organization, includingser-
vices it has provided in the past and planned
future activities);

. submit a proposal for CETA funds, specifying
which CETA titles it is applying forand including

a specific program outline.

The CDC's proposal will then be considered by the
Prime Sponsor. In the case of a favorable evaluation,
the proposal will be forwarded to Manpower Area
Planning Council; a favorable decision there would
result in funding of the proposal by the Prime Sector.

CETA funding will facilitate expansion of the em-
ployment program as outlined in the following stages.

I

Intake and Outreach Services

The CDC could establish areferral service for directing
members of the community to either existing training
programs or current jobs in the Austin area. The CDC
would be eligible for Title I BCETA fundsifits referral
service were involved in one or more of the following
activities:
* screening community residents for eligibility;
o disseminating information about its employment
services;
e determining appropriate employment and training
activities for its clients.
A trainingreferral program could include the follow-
ing components:



1. recruitment of individuals from the community
interested in entering a training or GED program;

. directing individuals to the Austin Manpower
Training Division (MTD) of the Human Services
Department, the central intake office for CETA-
funded training programs (MTD is responsible
for certifying the eligibility of individuals for
existing training programs; to become certified
an |nd|v1dual must be ecnnomlcally dlsad—

d or loyed, and
have reached the age of seventeen);

. discussion with the client and identification of
the CETA program that would be most appropri-
ate for the individual's needs and interests.

The CDC could also direct area residents to present
job openings in the Austin areathrough the East Austin
office of the Texas Employment Commission (TEC). A
job referral program could include the following two
components:

1. The CDC could supply information to local resi-
dents about job openings. It would have to pur-
chase a microfiche machine, and an individual
from the CDC would have to pick up daily micro-
fiche from the TEC office by arrangement with
the office manager. Information on themicrofiche
includes a daily listing of job openings with job
descriptions, education or other requirements,
and level of entrance salaries.

. The CDC could assist arearesidentsinregistering
for jobs with TEC. After individuals find job
openings of interest, it would be necessary for
them to register with TEC. Initially, the East
Austin office would be willing tosend acounselor
to a CDC community meeting to register appli-
cants. In a continuing registration program the
CDC would have to encourage residents to reg-
ister at the area offices. The East Austin office of
TEC presently employs two Spanish-speaking
employment counselors for this purpose.

Employment counselors interview each regis-
trant to determine skills the individual already
possesses that could be matched with employee
requests made by area businesses. An applicant
may either await notification from TEC about
appropriate job openings or return periodically to

TEC to check new openings. If the CDC enacts

component 1 of the job referral system, new job

listings could also be obtained from the CDC.

IS

@

~

Direct Links between Training Programs and Incom-
ing Industries

Many industries prefer to train employees themselves
rather than to recruit from other training programs.
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Employment and Training Program

Both Title II and Title VII of CETA encourage on-the-
job training (O] T) in the private sector. The CDC could
facilitate this procedure by contacting representatives
of incoming industries, through the PIC, to determine
the types of skills required for new jobs. The CDC helps
the industry in recruiting potential employees from the
East Austin neighborhood, and assists community
residents who desire to learn the required skills.

Although the CDC refers community members tothe
training program, all instructors and equipment are
provided by the industry. The CDC, as a CETA sub-
contractar, reimburses the industry from CETA funds.
Funds for O] T under both Title Il and Title VII can be
used to pay the salaries of instructors from the firm,
equipment costs, and costs for classroom space and
utilities. They can also be used to pay 50 percent of the
wages earned by employees during the training period,
‘with 50 percent contributed by the employer.

Innovative Training Programs

Tltle VII of CETA encourages the use of funds for

An ple would be to devel
asmall busmess intern program. Special classes forthe
program could be set up, or existing courses at a com-
munity college could be used to provide training in
bookkeeping, business management, and tax laws. To
complement classroom instruction, participants could
be provided with on-the-job training on a part-time
basis with locai employers.

Another option in using Title VII funds is to develop
aself-employment training program. A program of this
type would include classroom training in business
management skills and financial management. On-
the-job training geared toself-employment would have
to have a broader scope than the program offered in the
small business internship training.

During this stage, the CDC could establish pre-train-
ing courses to assist community residents who lack the
basic training requirements. Instruction on how to
obtain a GED and orientation courses to prepare people
not accustomed to steady jobs would be beneficial.
Through this type of training, the CDC would enablea
large number of community members to take advant-
age of employment and training opportunities.

These three stages provide only a framework for
developing an employment component of theCDC. The
first stage could be impl d almost i diately.
The latter stages will largely be dependent upon the
strength of the CDG, the effectiveness of the PIC, and
the ability of the groups to work together.
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Appendices

A An Economic and Demographic Profile of Austin and

the East Austin Chicano Community

Austin: A Profile

The city of Austin, Texas is located in Central Texas on
the Colorado River approximately 190 miles south of
Dallas. It is the largest city in Travis County, account-
ing for 80 percent of the county population. Austin has
experienced growth as many other “Sunbelt” cities
have, although to a lesser extent than some, and pro-
vides a characteristic example of agrowingeconomy in
this region.

Population Growth

From 1950 to 1970 the area withinthe Austincity limits
doubled and the city grew as anexpandingring. During
the same period the population doubled (see Table3). It
grew by 68,400 between 1970 and 1977, an increase of
approximately 26 percent.

Table 3
Population of Austin
1950-1977
Year Population
1950 132,459
1960 186,454
1970 253,539
1977 321,900

Source: City of Austin, Planning Department, 1978 Statis-
tical Abstract.

Austin's yearly rate of population growth is shown
in Table 4. Although the population growth rate in the
1970s is somewhat lower than during earlier periods, it
is clear that Austin is still expanding in a period when
many cities are not.

Employment

The University of Texas and the state government
account for a large share of employment in Austin. As
of 1970, 24 percent of all workers in Austin were
clerical and kindred workers, with professional workers
close behind with 23 percent of the total. The high
figures are a result of employment in government sec-
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Table 4

Average Yearly Rate of Population Growth,
City of Austin

1950-1960 4.0%
1960-1970 3.5%
1970-1976 3.8%

Source: Compiled from U.S. Department of Commerce,
Bureau of the Census, Census of the Population, various
years.

tors and retail outlets. In terms of personal income
generation, manufacturing and service account for 19
percent and 10 percent, respectively, of Travis County
personal income, according to data from the Texas
Department of Water Resources. State and local gov-
ernment employment account for over one-third of
total personal income.

Between 1960 and 1970 government-related occupa-
tions grew 216 percent.! Manufacturing also under-
went increases during this period. The durable goods
manufacturing sector showed an increase of 831 per-
cent.2IBM Corporation and Texas Instruments aretwo
electronics firms that comprise a major percentage of
manufacturing employment. Because of this general
growth, the unemployment rate for Austin has
remained low. Although the unemployment rate in
Austin has increased during the past decade, as indi-
cated in Table 5, the 1978 rate was still well below the
national average. The low rate can be attributed to the
high percentage of government employment which is
not subject to cyclical shifts in the economy, as is the
case in private employment. The total labor force grew
from 73,866 to 108,124 in the ten-year period between
1960 and 1970, a growth of over 34,0002 A further
increase of over 70,000 was experienced between 1970
and 1978. The increase in the labor force and the low
unemployment rate indicate that there is a large degree
of economic growth in Austin,

Income

Median family income in Austin was $9,180in 1969; by
1975 it had increased in real terms to $9,256, anincrease
of 3.8 percent.* In some areas of the city, income in-
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Table &
Civilian Labor Force and Unemployment Rate,
Austin SMSA
Year Total Labor Unemployed  Unemployment
Rate
1970 135,500 3,750 2.8%
1971 147,500 4,000 27
1972 164,950 4,200 25
1973 170,100 3,950 23
1974 180,250 5,600 3.1
1975 185,300 7.850 4.2
1976 193,050 9,300 4.8
1977 199,200 9,000 45
1978 206,100 9,300 45

Source: City of Austin Department of Planning, “‘Overall
Economic Development Plan,” 1979.

creased by as much as 40 percent in that same period.
Austin median family income is only about 90 percent
of the national average. Consumer prices rose from
approximately 150 in 1975 to 178 in 1977, which still
placed Austin below other Texas cities in cost of living.

East Austin Chicano Community: A Profile

While Austin is a rapidly growing urban center, not all
of its neighborhoods and citizens have shared in the
benefits of this overall growth. The East Austin Chi-
cano neighborhood, which is of concern in this report,
is one of these areas. The neighborhood is located east
of the central business district and is physically sepa-
rated from it by IH 35. The neighborhood is bounded on
the north by East 7th Street, on the east by Ed Bluestein
Boulevard, on the south by Town Lake, and on the west
by IH 35. Economic data indicate that over the past ten
years, changes in the neighborhood have not been
parallel to the changes taking place in the city as a
whole. To identify neighborhood trends and to com-
pare these with the city-wide trends, the data from the
1970 Regular Census, the 1976 Special Census, and
other sources are used.

Unemployment

Unemployment data from the Texas Employment Com-
mission are available by census tracts for 1976 only.
Table 6 indi that the loyment rate for the
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neighborhood, in census tracts 9 and 10, was well
above the city average.

Table 6
Average Unemployment Rate, 1976

9.3%
4.8%

Tracts 9 and 10
Entire City of Austin

Source: Estimated by the Texas Employment Commission.

Population

The neighborhood has not ex| d the growth in
population characteristic of the city as a whole. Table7
indicated that between 1970 and 1976 tracts 9 and 10
experienced a dramatic decline (-11 percent) inpopula-
tion, while the entire city population grew by 22.7
percent.

Table 7
Population Growth
Percent
increase or
1870 1976  Change decrease
Tracts9and 10 15,692 14019 -1,673  -11%
Entire City
of Austin 251,808 308,952 +57,144  +22.7%

Source: U.S. Department of Commerce, Bureau of the
Census, Census of the Population, 1970 and Special
Census, 1976.

The change in the number of families between 1970 and
1976 is less dramatic than the population change, and
indicates that the neighborhood is retaining its “family”
character. While the total population in tracts 9 and 10
decreased by 11 percent, the number of families de-
creased by only 7.5 percent.

The age distribution of the neighborhood differs
significantly from that of the rest of the city, according
to the 1976 census data: the neighborhood has ahigher
percentage of children and senior citizens than is char-
acteristic of Austin as a whole. On the average, 11
percent of the population of Austin census tracts is
comprised of persons over the age of 65, compared with
about 16 percent in tracts 9 and 10. The city-wide
average proportion of children in a census tract is 28
percent, compared with 37 percent of the populationin
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Table 8

Ethnic Characteristics

White Black Spanish Origin
% of % of % of % of % of % of
1970 Tracts 1976 Tracts 1970 Tracts 1976 Tracts 1970 Tracts 1976  Tracts
Tracts
9and 10 1872 12% 1,397  10% 2,336 15% 1912 14% 11,304 72% 10,416 74%
Entire City
of Austin 180,210 71.6% 213942 69.2% 29,816 11.8% 37,271 12.1% 39,399 156% 52,564 17%

Source: U.S. Department of Commerce, Bureau of the Census, Census of the Population, 1970, and Special Census, 1976.

tracts 9 and 10. This age distribution data indicate that
the East Austin Chicano neighborhood is not an aging
area but one that is renewing its population. At the
same time, the neighborhood supports a larger than
average dependent population.

The racial composition of the neighborhood differs
greatly from the city as a whole, as Table 8illustrates.
According to the 1976 census data, tracts 9 and 10 are
largely Spanish origin (74 percent), with a minority of
Blacks (14 percent) and even fewer whites (10 percent);
in the city of Austin, whites are amajority (69.2percent),
and Spanish origin (17 percent) and blacks (12.1 per-
cent) are minorities. In the two tracts, the proportion of
whites in the popualtion decreased and the proportion
of Spanish-origin persons increased slightly between
1970 and 1975, indicating a racially stable neighbor-
hood.

Income

Median family income, as reported by the 1970 and
1976 censuses and expressed in 1969 dollars, is pre-
sented in Table 9. Real median family income for the
city as a whole increased very modestly between 1969
and 1975. However, the neighborhood experienced a
decline (-9 percent) in real income between 1969 and
1975. In 1975, the median family income in tracts 9 and
10 was 49 percent of the city-wide figure, and the per-
centage of persons living below the poverty level in the
two tracts, 39.5 percent, was dramatically greater than
the city average of 18.3 percent.

Housing

Housing values in tracts 9 and 10 have been signifi-
cantly below the city average during the past ten years
(see Table 10). In addition, the increase in neighbor-
hood housing values has not kept pace with the city-

wide increase over the past ten years. Therefore, if the
present trend continues, the gap between neighborhood
housing values and the city average will increase in the
future as housing values in the neighborhood fall further
below the city average.

Table 9

Median Family Income

Percent
1975 Real
1969 1975 Adjusted®  Change
Tracts 9 and 10 $5,091 $6,587 $4.643 -9%
Entire City
of Austin $9,180 $13,540 $9,526 +3.8%

Source: U.S. Department of Commerce, Bureau of the
Census, Census of the Population, 1970 and Special
Census, 1976.

*Adjusted to 1969 dollars, using the consumer price index
for Dallas, Texas. In 1967 base, 1969 = 111.3; 1976 =
168.2

. Conclusion
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As the discussion above documents, the East Austin
Chicano neighborhoed is a pocket of poverty within a
growing city. The neighborhood has loyment
problems and a serious low-income problem which
sharply contrast with the economic conditions and
trends in the city as a whole. However the neighbor-
hood's unique “family” character and population of
young people are two important resources upon which
development efforts can be based.
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Table 10
Median Value of Owner-Occupied Units

Percent
1970 1976 Increase
Tracts 9 and 10 $7.820 $11,746 50%
Entire City
of Austin $15,900 $26,835 68.8%

Source: U.S. Department of Commerce, Bureau of the
Census, Census of the Population, 1970, and Special
Census, 1976.
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B Examples of Housing Rehabilitation Programs

Southern Pines, North Carolina

This is an example of a small town that used CETA
Title VI Public Service Employee (PSE) funds for its
housing rehabilitation program. The program was de-
signed to (1) rehabilitate homes to housing code stan-
dards while maintaining low administrative costs, (2)
stop deterioration of substandard homes, (3) teach
home repair skills to the unemployed and unskilled, (4)
provide a work force to carry out repairs, (5) combat
displacement, and (6} increase “community pride.”
The town used PSE funds to hire an assistant building
inspector, who made housing inspections of all homes
in the target area. Residents were notified of theinspec-
tions and assured that the intention was to improve
their living conditions, not displace the residents. The
inspector identified the owner-occupied homes that
did not meet minimum housing codes and made an
income analysis of those families. Families below a
certain level were eligible for rehabilitation work at no
cost. Families above this level, but below anestablished
poverty level, were required to pay for the cost of
materials while the PSE grant covered the labor costs.
The rehabilitation services were provided by acom-
munity improvement team composed of a skilled super-
visor, one previously unemployed semiskilled worker,
and three previously unemployed unskilled people. For
one month the group worked to obtain equipment
while the workers learned basic housing repair skills.

Emergency Home Repair Project, Portiand, Oregon

Portland's Emergency Home Repair Project’s success
rested on the cooperation of the mayor’s office, busi-
ness and private contractors, the school district, the
local housing authority, and the unions. The project
employed thirty-one young people, who were trained
by thelocal high school industrial arts staff and journey-
men carpenters in skills such as basic carpentry, dry-
wall construction, and elementary repair techniques.
After training, the youth provided free home repairs to
the poor, elderly, and handicapped homeowners in the
city. Journeymen carpenters acted as supervisors for
the project.

The federal government provided Title IT and Title
IV CETA funds to cover thesalaries of participants and
instructors and some administrative costs. The City
used its CDBG funds for building materials, supplies,
and tools. The City of Portland was the Prime Sponsor
of CETA funds, while the City Development Commis-
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sion determined which homes were to be repaired and
the nature of the repairs.

The union helped to devise the curriculum, recruit
journeymen carpenters as instructors, and formulate
training competencies.

Chicago United Urban Homesteading, Chicago, Illinois

Chicago United, a coalition of minority businessleaders,
coordinates a homesteading program which has taught
construction skills to several hundred high school drop-
outs. The youths work on abandoned buildings,
obtained through HUD's Urban Homesteading pro-
gram, under the direction of local school shop teachers
and union participants.

A CETA Title IV (Youth Community Conservation
and Improvement Project—YCCIP) grant paid the
wages of the enrollees, and CDBG funds were used to
purchase tools and materials needed for the rehabilita-
tion work.

Austin CDC

In 1971 the Austin Community Development Corpora-
tion undertook a home rehabilitation program based on
private funds. The CDC financing system was funded
by a $1,000 commitment of funds from seventeen area
banks. The monies established a revolving fund,
supported by private individual credit amounting to
one-tenth of the banks’ contributions. The CDC
collected loan payments from those residents using the
funds on a daily, weekly, biweekly, or monthly basis.
This form of collection responded to the way the poor
are often paid, and aided the residents in managing
their own funds.

The original scheme was designed to pool local
retired union craftsmen to instruct minority youth in
carpentry, roofing, shingling, dry-wall painting,
electrical work, plumbing, and floor covering. The
union workers were also to guide skilled workers in
contracting out for jobs. Funds for salaries and
building expenses were supplied by unions and Urban
Renewal.

The program did not last through the early 1970s.
Some people felt that this was a result of the social
climate at the time; retired union members were not
ready to dedicate themselves to working with minority
youth and there was little government support for a
community-based housing rehabilitation program.
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C Occupatlonal Structure of Employed Labor Force
in 1970 for East Austin and Austin

Study Area* Austin
# % # %
Professionai and technical workers 163 31 23,278 227
Managers and administrators 199 4.1 9,679 93
Sales workers 220 45 7,666 75
Clerical workers 563 115 24,153 235
Craftsmen and foremen 713 145 10,301 10.0
Operatives, except transport 348 173 4,981 4.9
Transport operatives 206 4.2 2,669 26
Laborers 679 138 417 a1
Service workers 111 226 13584 132
Private household workers 218 44 2,280 22
TOTAL 4910 100.0 102,651 100.0

Source: U.S. Department of Commerce, Bureau of the Census, Census of the Population, 1970.
*Includes Census Tracts 9 and 10.
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D Industrial Structure of Employed Labor Force in 1970
for East Austin and Austin

Study Area* Austin
%

Construction 619 12.6 7,927 7.7
Manufacturing 702 143 8,951 8.7
Transportation 58 1.2 1,331 1.3
Communications, utilities, &

sanitary services 93 1.9 3,002 3.0
Wholesale trade 115 23 2,757 27
Finance, insurance, & real estate 77 16 6,211 6.1
Business and repair services 187 38 3,900 38
Personal services 755 154 6,672 6.4
Health services 214 44 6,740 6.6
Educational services 357 73 16,355 16.9
Other professional & related

services 187 38 7,309 71
Public administration 278 5.7 13,050 127
Other industries 160 33 1,704 17
Retail trade 1,108 226 16,752 16.3
TOTAL 4910 100.2 102,651 100.0

Source: U.S. Department of Commerce, Bureau of the Census, Census of the Population, 1970.
*Includes Census Tracts 9 and 10. .
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E Examples of Community-Based Energy Conservation Projects

Anacostia Energy Alliance

Contact:  David Cawley
Anacostia Energy Alliance
2027 Martin Luther King Ave.
Washington, D.C. 20020

The Anacostia Energy Alliance is a nonprofit
neighborhood-based energy auditing service and a
conservation and solar teaching center. Most of the
staff are residents of the neighborhood where the
Alliance's store-front operation is located. Their
services help their neighbors save energy and money
and demonstrate the feasibility of solar energy in a
low-income urban community. In less than one year
they have conducted energy audits of more than two-
hundred Anacostia homes. The audits are provided
free to Anacostia homeowners, with seed money from
the United Planning Organization. Support is also
provided by the District of Columbia’s Department of
Housing and Community Development. In addition to
conducting audits, staff members assist homeowners
in insulating of their homes.
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Crystal City, Texas

Contact: ~ Center for Maximum Potential Building
Systems
8604 F.M. 969
Austin, TX 78724
1n 1977, this city’s natural gas supply wasinterrupted
after a dispute with the supplier, and most of its 8,200
residents had no fuel for cooking or heating. Woodburn-
ing stoves were supplied and installed with the help of
CETA employees. The community groups continue to
work to find i d solutions to their probl A
solar water heater was designed by the Center for
i Potential Buildi; y for use in the

city.

San Bernadino, California

Contact:  Valerie Pope Ludlam

San Bernadino West Side CDC

1736 Highland Ave.

San Bernadino, CA 92411 (714) 887-2546
This case is one of the few energy conservation pro-

jects being carried out in low-income neighborhoods

which is directed by the community residents. The ini-

tial group was composed of several welfare mothers,

organized through a community action agency to build

solar callectors and install solar heating facilities.



F Methodology for E

Business Activity in the Neighborhood

The first step in the economic analysis involved a
determination of the scope of business activity in the
East Austin neighborhood. The data for this analysis
were obtained from the Austin Criss-Cross Directory.
Although this directory is the most comprehensive
listing of businesses available, one City of Austin
employee has estimated that it fails to include about 20
percent of the businesses in the area. The businesses
are categorized according to the Department of
Commerce's three-digit Standard Industrial Classifi-
cations, and the number of each type of business in the
neighborhood was counted. (See Table 11.)

Consumer Buying Power

The estimate of the neighborhood's 1979 consumer
buying power within the neighborhood was determined
in the following manner. Census tract data for 1970
were used to calculate average family income for the
neighborhood. This figure was multiplied by the
proper inflator (14.1 percent from the national
consumer price index) to reflect 1972 figures, and used
to determine family expenditures for various goods
and services from the Bureau of Labor Statistics (BLS}
Bulletin, 1972-73 Consumer Expenditure Survey. The
average family income figure was used to identify the
BLS family characteristics that most closely approx-
imate those of the families in the neighborhood. Then,
using the most appropriate chart, estimates of family
expenditures for various goods and services were ob-
tained. These estimates were inflated by 55.9 percent to
to obtain 1979 estimates of family expenditures. Then
the expenditures in each category were multiplied by
the number of families in the neighborhood to obtain
estimates of the total buying power in the area for each
category of good or service (See Table 12).

Retail Sales Volume

Estimates of retail sales volume were calculated from
estimates of square foatage devoted to various retail
categories. Estimates of square footage were obtained
from Austin City Planning Department maps depicting
praperty lines. These estimates were multiplied by the
median sales volume per square foot figure for
neighborhood shopping centers for each category of
retail sales. This determined dollar estimates of total
available retail trade in the neighborhood. Median
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ic Analysis of the East Austin Neighborhood

Table 11

Number of Nonretail Businesses in East Austin

SIC Code  Short Title Number
Agricultural, Forestry and Fishing:

078 Landscape and horticuttural services 1
Subtotal 1
Construction:

162 & 154  General building contractors 7

161 & 162  Heavy construction 3

170 Special trade contractors 18
Subtotal 28
Manufacturing:

201 Meat Products 1

208 Beverages 2

209 Miscellaneous foods (e.g. tortiltas) 3

251 Household furniture 1

n Newspaper printing 1

275 Commercial printing 2

307 Rubber and miscellaneous products 3

31 Leather tanning and finishing 1

325,327 &

329 Stone, clay and glass products 4

332 Metal forging and stamping 1

342 Cutlery, handtools, and hardware 1

363 Construction and related machinery 1

371 Motor vehicles and equipment 1

399 Miscellaneous manufacturing 4
Subtotal 26

continued on p. 60

sales volume per square foot figures were obtained
from the Urban Land Institute’s 1978 edition of Dollars
& Cents of Shopping Centers. (See Table 1 of Chapter
3)
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TABLE 11 (continued)

SIC Code

401
an
417
a1
422

601

503
507

508
509
511
514
516
517
518

641
653
661
672

Short Title
Transportation, Communication, and
Public Utilities:

Railroad

Local and suburban transit

Bus terminal and service facilities
Trucking

Public warehousing

Subtotal

Wholesale Trade:

Motor vehicle and automotive
equipment

Lumber and construction materials
Hardware, plumbing and heating
equipment

Machinery equipment and supplies
Miscellaneous durable goods

Paper and paper products

Groceries and related products
Chemicals and altied products
Petroleum and petroleum products
Beer, wine and distilled beverages
Subtotal
Finance, Insurence, and Resl Estate:
Insurance agent

Real estate agents and managers
Combined real estate, insurance, etc.
Investment offices

Subtotal

Number

) © N B = = -

AN LB NMOON

2
&

I OO

SIC Code

701
721

722
723
724
726
729
733

739
751
753
762
764
769
799

829
835

Short Title

Services:
Hotels and motels

Laundry, cleaning, and garment
services

Photographic studios

Beauty shops

Barber shops

Funeral services

Miscellaneous personal services

Mailing, reproduction, and steno-
graphic

Miscellaneous business services
Automotive rentals, without drivers
Automotive repair shops

Electrical repair shops
Reupholstery and furniture repair
Miscellaneous repair shops

Miscellaneous amusement and
recreational facilities

Schools and educational services
Child day care services
Subtotal

TOTAL

Number

N )

3
3
62

178

Source: Criss-Cross Service Directory (Lincoln, Neb.: Cole
Publications, 1978).
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Expenditure
Category
Food at home

Food away from home
(excl. trips)

Alchoholic beverages
Tobacco products
Household textiles
Furniture

Floor covering

Major appliances

Small appliances
Housewares

Clothing, total
Clothing, male, 2 yrs. &
over

Clothing, female, 2 yrs.
& over

Clothing, children under
2yrs.

Dry cleaning, laundry
Materials & service

House furnishings &
equipment, total

Transportation
excl. trips

Vehicle purchases

Vehicle finance
charges

Vehicle operations

Table 12

Estimates of Buying Power in East Austin for 1979

Average Annual
Expenditure Total Buying
fora Family * Power**
$ 1,623 $ 4,750,521
357 1,044,939
73 213671
170 497 590
52 152,204
120 351,240
42 122,934
92 269,284
15 43,905
8 23,416
649 1,899,623
170 497,590
308 901,516
15 43,905
126 365,875
28 81,956
369 1,080,063
1,754 5,133,958
7385 2,151,345
93 272211
817 2,391,359

Average Annual

Category

Gasoline

Other

Other transportation
Health care, total
Health insurance

Expenses not covered
by insurance

Personal care
Recreation, total
Owned vacation home
Vacation, pleasure
trips

Boats, aircraft, etc.
Televisions

Reading materials

Personal insurance
& pensions

Lodging
TOTAL

for a Family *

389
427
107
632
286
365

118

46
482

21
$11,239

Total Buying
Power**

1,138,603
1,250,256
313,189
1,849,864
778,582
1,068,355

345,386
1,419,595
11,708
497,590

128,788
199,036
134,642
1410814

61,467
$32,896,980

* Average family income was calculated from the 1970
Census of the Population data; this figure was inflated to
reflect 1972 incomes. Then this figure (16,400) was used
to obtain expenditure patterns from the BLS Consumer
Expenditure Survey. Expenditures were inflated to reflect
1979 figures before being placed in this column.

**Based upon a figure of 2,927 families in the East Austin

neighborhood for 1979.
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G East Austin Commercial Survey

Please neatly circle the appropriate answer for each question:

1. How long have you been in business at this location? 1. O-1years
2. 1-3years
3. 35 years
4. Over 5 years
2. Does the owner of this business live in East Austin? 1. Yes
2. No
3. Was this business started by the present owner, or purchased from 1. Started by present owner
the previous owner? 2. Purchased from previous owner
4. What type of management exeperience did the owner have before becoming 1. Formal management training
involved in this business? Was it formal management training, learning by 2. Learned by experience
experience at a previous business, or was there no previous training? 3. No previous training
5. How many people does this business presently employ? 1. 1-5 employees
2. 5-10 employees
3. 10-15 employees
4. 15-20 employees
5. over 20 employees
6. s there difficulty in ini i people with the skills and/or 1. Yes
education to fill available positions in your business? 2. No
7. How many of your employees live in East Austin? 1. All
2. Most
3. About half
4. Few
6. None
8. What is the general procedure of this business in hiring new emplovses? 1. Advertise in newspaper
Do you advertise in the newspaper, use the Texas Employ issit 2. Texas E C issi
place a sign in the window, or find employees by word of momh? 3. Sign in window
4. Word of mouth
6. Other
9. How long do most employees usually stay with this business? Do they 1. Six months or less
stay six months or less, about a year, several years, or many years? 2. About a year
3. Several years
4. Many years
10. Do you feel business activity for this business has been i ing, 1.0 o
or stable? 2. Decreasing
3. Stable
1. From what location do customers come to get to this business? Do they come 1. From immediate neighborhood
from mainly the immediate neighborhood, from the East Austin area, from all 2. From East Austin area
over Austin, or from out of town? 3. From all over Austin
4. From out of town
12. Do you feel most customers can get to this business without much problem? 1. Yes
2. No
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13. Do most customers walk, drive, use public transportation, or all of the above 1. Walk
0 get to this business? 2. Drive
3. Public transportation
4. All of the above

14. s there adequate parking for customers of this business? 1. Yes
2. No
15. Now we would like you to rate some problems of area business according to
the following scale:
1. Very much a problem
2. Some problem
3. Nota problem
4. Not a problem in this business but may be for other area businesses
8. Don't know

A. Obtaining loans to start or improve the business 1 2 3 4 8
B. Advertising your products and business 1 2 3 4 8
C. Lack of adequate police protection 1 2 3 4 8
D. Difficuity in obtaining commercial insurance 1 2 3 4 8
E. The high costs of doing business 1 2 3 4 8
F. Hard to “keep up” the building 1 2 3 4 8
G. Poor market location 1 2 3 4 8
H. Unable to compete with larger firms 1 2 3 4 8
16. Have you ever considered moving your business out of East Austin? 1. Yes
2. No
17. In reference to question 16, Why or Why not?
18. Does your business advertise in Spanish, English or both? 1. Spanish
2. English
3. Both
4. Does not advertise
19. What methods of advertising does this business use? Does it advertise in the 1. Newspaper
,on ision, on the radio, on bi , or use other methods? 2. Television
(Circle all that apply). 3. Radio
4. Billboaords
5. Other methods
6. Does not advertise
20. If a neighborhood community group offered to aid your business in developing 1. Yes
amore effective advertising program, would you accept it? 2. No
21. Do you feel there is a need for the creation of a neighborhood organization 1. Yes
to help East Austin business people? 2. No
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22. If this organization were formed, what services should it provide? 1. Aid in obtaining business loans
(Circle all that apply.) 2. Aidin obtaining qualified applicants

3. Aid in managerial training

4. Aid in making physical improve-
ments to the business buildings

5. Aid in obtaining better police pro-
tection

6. Aid in obtaining commercial in-
surance

7. Other

23. ¥f you thought other services should be provided, what would they be?

Thank you very much for your time and consideration. Please return this survey in the postage paid-envelope provided.
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H Funding Sources for Commercial Development

The best funding strategy may be to link funding from
several different sources in order to supply sufficient
money for a particular project. The three principal
sources of money are government (primarily the federal
government), the private sector (foundations, local
banks, and savings and loans), and the CDC itself
(through the selling of CDC stock to th ity and

nonprofit groups and local development corporations.
Economic development and commercial revitalization
projects are eligible activities under this program.

4. Neighborhood Self-Help Development Program,
HUD

Neighborh

d Relations Division, Office of Neigh-

eventually from profitable CDC ventures).

The funding sources listed here are primarily federal.
Earlier sections of this report provide information
about using banks, savings and loans, and the CDC
itself as funding sources.

1. C ity Conservation R h, HUD
Division of Community Conservation Research
Room 8146
451 7th Street, S.W.

Washington, D.C. 20410 (202) 755-7335

This division deals with the process of neighborhood

change and the design and testing of intervention tech-

niques which stabilize and preserve neighborhoods.

Within its wide range of demonstration and research

programs are several programs which relate to com-

mercial revitalization.

2. Office of Neighborhood Development, HUD

Neighborhood Relations Division

451 7th Street, S.W.

Washington, D.C. 20410 (202) 755-7940
This office provides financial and technical assistance
to neighborhood-based organizations to increase their
capacity to prepare and implement specific housing
and neighborhood development projects, which build
upon partnerships with local government and the pri-
vate sector. Some of the organizations which recently
received neighborhood development contracts are ac-
tively involved with neighborhood commercial revitali-
zation projects. Technical assistance and "how to”
manuals are available to neighborhood organizations
in program development areas, including commercial
revitalization.

3. Community Development Block Grants, HUD
451 7th street, S.W.
Washington, D.C. 20410 (202) 755-6587

borhood Development

451 7th Street, S.W.

Washington, D.C. 20410 (202) 755-7940
This program provides grants and other forms of assis-
tance to qualified neighborhood organizations to pre-
pare and implement specific housing, economic, and
community development, and other appropriate neigh-
borhood conservation and revitalization projects in
low- and moderate-income neighborhoods.

5. Special Projects Program

Economic Development Administration, DOC

Washington, D.C. 20230 (202) 377-5751
This program provides direct funding and technical
assistance to community-based, nonprofit organiza-
tions engaged in a variety of employment- and income-
generating economic development activities. Financial
asslstance is used to: (1) provide grants topay staffand

inistrative costs of ic development activi-
ties; (2) pay the construction or renovation costs of
facilities owned or managed by community groups; or
(3) provide loans or loan guarantees to businesses
which seek to develop projects intended to create em-
ployment opportunities for area residents.

A program administered by this office that is of
special interest is the Technical Assistance Program,
(202) 377-4115. This program furnishes services and
grants to assist in the economic development planning
of nonprofit organizations, individuals, and state and
local governments. Planning assistance may include
resource surveys, feasibility studies, design plans, man-
agement and operations consultation, and the identifi-
cation and planning of specific economic development
projects. It is not limited to specially designated areas
as are most Economic Development Administration
programs.

hborh

This division allocates funds to local gov to

support a wide range of community development ac-
tivities. Priorities are determined by the localmes

6. Nei 1 Housing Services Programs
National Neighborhood Reinvestment Corporation
1120 19th Street, N.W.

Grants can be made available to neight d
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This private program is designed to reverse neighbor-
hood decline by prompting reinvestment in neighbor-
hoods. Each NHS has a working partnership of neigh-
borhood residents and representatives of local financial
institutions and local government. Programs have been
developed in ninety-three neighborhoods across the
country.

7. National Center for Urban Ethnic Affairs

1521 16th Street, N.W.

Washington, D.C. 20036 (202} 232-3600
The NCUEA can assist in the formation and reactiva-
tion of merchant sssomauons and other nenghborhood-
based d in ial revitali-
zation. It also assists neighborhood groups in develop-
ing framewurks for workmg partnershlps necessary
for revitalization pl
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8. National Development Council

1025 Connecticut Ave., N.W.

Washington, D.C. 20036 (202) 466-3306
The NDC provides technical assistance and training to
public officials and neighborhood groups in the follow-
ing areas: loan packaging, the coordination of federal
resources and local government programs, and com-
mercial revitalization planning.

9. National Economic Development Association
1730 M St., N.W. Suite 707
Washington, D.C. 20036 (202) 296-7000
The NEDA operates twenty offices in communities
across the country. Each of the field offices provides
assistance to commercial revitalization programs at
the local level. The NEDA offlces offer assistanceinthe
following areas: loan pack ing, and feasi-
bility studies. In some cities, NEDA staffs have helped
neighborhood groups form local development corpora-
tions and package loans for individual merchants.




I Determination of Annual Gross Income

Sources of Funds and Amounts Comprising an Appli-
cant’s Income .

An applicant's gross income is established onanannual
basis, at the time of applying for a rehabilitation loan,
and includes:

1. The applicant's earnings.

2. Spouse’s earnings and earnings of all other mem-
bers of the family who share the household, if the
employment of the spouse or other family mem-
ber is a definite characteristic of family life. If an
adult family member has lived with the applicant
for one year or more, allincome of that member will
be idered as part of the applicant's income. If
the adult family member has lived with theappli-
cant less than one year, only 15 percent of his/her
gross income will beincluded withtheapplicant's
income.
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. Other income regularly received by the applicant

or his/her family from any source. For example:
interest and dividends, Social Security, insur-
ance policies, annuities, retirement funds, and
pensions.

. Net income from real estate, other than the prop-

erty to be rehabilitated, and any other net business
income.

Exclusions and Adjustments to Applicant’s Income

1.

»

For purposes of establishing the amount of the
applicant's income, there shall be excluded any
income of a dependent child as defined by the
United State Internal Revenue Service.

. In the case of elderly applicants over sixty-five

years of age, where one spouse is confined to a
nursing home, nursing home expenses will be
excluded from the applicant's income.
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] Uniform Relocation and Real Property Acquisition Policies Act of 1970

Uniform Relocation Act, U.S.P.L. 91-646: Title 42,
§§ 3307, 4601, 4602, 4621-4638, 4651-4655; and Title49,
§§ 1606. The purpose of the assistance program was to
establish a uniform policy for the fair and equitable
treatment of persons displaced as a result of federal
and federally assisted programs, so that such persons
should not suffer disproportionate injuries as a result
of programs designed for the benefit of the public as a
whole. The assistance program was designed toensure
that persons displaced by government programs would
have access to decent, safe, and sanitary housing in
areas generally similar in quality to the location of the
former resid and r bly accessible to the
displacee’s place of employment.

For the purposes of this Act, a “displaced person”
means any person who moves from real property, or
moves his/her personal property from real property as
aresult of any of the following actions: the acquisition
of the property, or a written order of the acquiring
agency to vacate the property, for & program under-
taken by a federal agency, or with federal assistance.
Exceptions to this definition are persons who are re-
quired to relocate due to federal acquisition of housing
in connection with Title 12, Section 1701 of the National
Housing Act; tenants of low-rent public housing pro-
]ecls where the pm]ects are closed down and vacant

li ; persons displaced in federally
assisted projects of private entities; persons displaced
by the sale of land to a private developer; and persons
displaced by locally financed urban renewal programs.

Under the provisions of the Act, the federal agency
undertaking the project makes a payment to any dis-
placed person upon proper application by that person
for actual reasonable expenses in moving him/her,
his/her family, business, farm operation, or other per-
sonal property. In addition, the Act allows the federal
agency to make an additional payment not inexcess of
$15,000 to any displaced person who owned and occu-
pied his/her house for not less than 180days priortothe
injtialion of negotiations for the acquisition of the
property. This additional payment may consist of: (1)
the amount over the acquisition cost of the former
dwelling which equals the reasonable cost of a com-
parable replacement dwelling; (2) the amount which
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will compensate a displaced person for any increased
interest costs the personis required to pay for financing
the replacement dwelling; and (3) reasonable expenses
incurred in closing the sale of the replacement dwelling.
These additional payments will be made only to those
displaced persons who purchase and occupy a replace-
ment dwelling within a one-year period beginning on
the date on which he/she moves from the acquired
dwelling or receives final payment of all acquisition
cosls.

The federal agency may insure any mortgage (includ-
ing advances during construction) executed by a dis-
placed person on a comparable replacement dwelling.
The federal program or federally assisted program
cannot proceed if comparable replacement housing is
not available. Also, any state or local government
agency which displaces persons through acquisitionof
property, in connection with a federally assisted pro-
gram, must comply with all requirements of assistance
to displaced persons established in this Act.

Relocation will also be paid to displaced tenants who
occupied the dwelling at least ninety days prior to
acquisition. Such payments shall be either

1. the amount necessary to enable a displaced per-

son to lease or rent, for a period not lo exceed four
years, a decent, safe, and sanitary dwelling of
standards adequate to accommodate such persons
in areas not generally less desirable in regard to
public utilities and public and commercial facili-
ties, and reasonably accessible to his place of
employment, but not to exceed $4,000; or

o

the amount necessary to enable a person to make
adown payment on the purchase of adecent, safe,
and sanilary dwelling of standards adequate to
accommodate such person in areas not generally
less desirable in regard to public utilities and
public and commercial facilities, but not to exceed
$4,000, except that if an amount exceeds $2,000,a
person must equally match any amount in excess
of $2,000 in making the down payment.
Payments received under the provisions of this Acl *

shall not be considered as income for purposes of
federal income taxes or Social Security taxes or benefits.
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