ADMINISTRATIVELY CONFIDENTIAL
SUMMARY OF INITIATIVES TO STRENGTHEN
THE NEW COMMUNITIES PROGRAMS
1.

New Communities and Growth Policy
Federal incentives for new community development can be
made a major force in achieving the four primary objectives
of national growth policy:

2.

-

Balanced growth would be encouraged by marshalling
resources to assist new town development in rural
locations, thus helping redress the rural-urban
imbalance.

-

Orderly growth is at the heart of the new community
concept: planning for the full range of community
uses of land properly related one to the other, with
a neighborhood mix in housing and equal opportunity
in occupancy, employment and business enterprise.

-

The capacity of state and local government to meet
the challenges of growth will be strengthened by
creative participation in the processes of site
selection, land acquisition, planning, development,
and governance for new communities.

-

Participation by the private sector is emphasized under
the existing program and would be expanded by HUD's
proposals.

Shortcomings of Existing Programs
-

The existing new communities programs merely react to
proposals from private developers with sites selected
for reasons largely unrelated to growth policy.

-

The potential for new community development, particularly
in rural areas, suffers from lack of incentives for
location of industry.

-

To meet its full potential in serving growth policy,
the new community program will bring heavy pressure
to bear on Federal credit resources.
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3.

Initiatives to Encourage State Actions
Particularly in rural areas, where private developers
hesitate to undertake land assembly due to high economic
risks, acquisition of land and master planning by state
agencies offers a powerful tool in the implementation of
growth policy through control of both location and
quality of urbanization. HUD proposes:
a.

Implementation of Existing Financing Incentives
The alternative forms of financing state land
assembly, planning and development are (i) funding
the existing tax-waiver grants accompanying guarantee
assistance for public developers or (ii) enacting
a new program of direct loans. HUD prefers implementation of the guarantee program with tax-waiver
.grants since it requires no new legislation, has a
favorable fiscal impact, has a favorable budget
impact and has substantial political support.

b.

Grants to State Agencies for Administrative Costs
HUD proposes to fund the first two years of limited
administrative costs for state agencies with powers
to undertake new community land assembly, planning
and development. Total expected budget impact would
be $25 million.

4.

National Community Development Bank
A Federally-chartered, privately financed National Community
Development Bank is proposed to work in tandem with HUD's
New Community Development Corporation.
a.

Fuhctions
The Bank would review new community projects simultaneous-l-..
HUD and would commit itself to take out Federal
financing of land acquisition and land improvements
when specified "political risks" (such as controversy
endangering zoning) had been neutralized.
The Bank would assist only eligible new communities
or other development certified by HUD as consistent
with national growth objectives, and would finance
only projects representing an acceptable "business
risk".
After the take-out, HUD. would continue to monitor and
enforce performance of the approved development plan.
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Organization
Equity contributions would be sought from all types
of financial institutions and other corporations. Debt
would be sold in the market without Federal guarantees.
Return to investors would be of a "limited dividend"
nature.
A Central Bank with 10 District Banks would reflect
HUD's regional organization. The President would
appoint the Chairman of the Central Bank, and each
Governor would appoint a director of the District
Bank serving his state.

c.

Advantages
The proposed Bank would:
-

facilitate attraction of a job base to new
communities through the wide contacts of its
members;

-

relieve heavy pressures on Federal credit resources;

-

make available a new source of funds in the private
sector for new community development; and

-

supplement Federal expertise in the review process,
particularly as to economic feasibility.

