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This repor* evaluates the Civil Rights activities of
seven deeral d@enc1es with fair housing responsibilities. It is the
sesond of .a series of six reports to be issued by the Commission on
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this repert include the following: it is asserted that the Department
of Housing and Urban Development (HOD), the major agency with-
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resources in dealing with complaints; HUD has falled to conduct
sufficient and systematic fair housing reviews of State and 1local
governments, housing authorities, builders and d°velopers, real

estate brfokers, managers, or lenders; HUD has not adequately /i
monitored compliance agreements or affirmative marketlng plans; and, .
it is held that few significant actions have bééh taken by the other .

agencies with fair housing responsibilities to impact on the”
country's serious problem of housing discrimination. {(Author/JM)
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The U.S. Commission on Civi]l Rights is a temporary, independent,
‘~bipartisan agency established by Congress in 1957 to:

Investigate complaints allegingvdenlal of the right to vote by
reason of -race, color, Treligion, sé€x, or natlbnal origin, or by
reason of fraudulent practices; : <

Study and collect information concerning legal developments
constituting a derial of equal protection of the laws under the .
Constitution because of race, color, religion, sex, or national
arigin, or in the administration of justice; LN

- t
Appraise Federal laws and policies with respect to_ the denial‘of
equal’ protection of the laws because of race, color, religion, sex,
or national origin, or in the administration of justice; -

" Serve as a national clearlnghouse for information concerning denials
, of equal protection of the laws because of race, color, religion,
sex, or national origin; and

Submit ¢eports, findings, and recommendations to the President and
the Congress. St

.
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" Arthur S. Flemming, Chairman
Stephen Horn, Vice Chairman
Frankie M. Freeman b v .
Robert S. Rankin
Manuel Ruiz, Jr.
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Jéhn A. Buggs, Staff Director ) -
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U.S. COMMISSION ON CIVIL RIGHTS’
WASH}HGTON, D.C., DECEMBER 1974
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THE PRESIDENT o ) o o . . .

' THE PRESIDENT OF THE SENATE : : _ .
THE SPEAKER OF THE HOU$E OF REPRESENTATIVES g R ) "'( .
. 3 ) o Tt
.SIRS. . : v . b ’
The U S. Commission,on Civil Rights presents this report to you’pursuant ?

to Public Law 85-315, as amended ; ) »

.,

This report evaluates, the civil rights activities of the Federal agegcies
with fair housivg responsibilities:< the Department of Housing and Urban
Development (HUD); the Federal finanéial regulatory agencies—-the Office t
-of the Comptroller of the Curfency (COC), the Federal Deposit Insurance
_Corporation (FDIC), the Federal Home Loan Bank Board {FHLBB), and the - * .| "
Federal- Reserve System (FRS); the Veterans Administration .(VA); and ‘the . ;
General Services Administration (GSA) ‘It is the second of a series of
six reports -to be -issued by this Commission describing the structure,' . ' s 7
mechanisms, and’procedures utilized by the Federal departments and agencies
in their efforts to end discrimination against this Nation's minority and
female citizens. This series of publications represents ovr fourth followup
to a September 1970 study of the Federal civil rights enforcement effort.
v

We have concluded in this report that HUD, the major agency wfth reSponsi-
bilities for fair housing, has made a considerable investment of time and
resources in déaling with complaints but has failed to’/gnduct sufficient
and systematic fair housing reviews of State and local governments, housing
authorities, builders and developers, real estate brokers, manhagers,-or
lenders., It has not adequately monitored compliance agreementg or

- affirmative marketing plams. - . - . &

We recommend a Presidential directive that the Secretaty of Housing and
Urban Development give the enforcement of fair housing provisions a
higher departmental priority by establishing as a .goal for the next 12
months the conducting of at least 50 comprehensive communitywide compliance
& reviews of all major institutions in the community which #fect the pro-

duction, !sale, and rental of housing; and the adoption of a.requirement
in connection with all applications for HUD funding, subdivision approval,

- and mortgage insurance, that affirmative action plans be developed to ,

provide for increéased housing opporxtunities. for minorities and women.
{

Lol

We found that a mafor obstacle to HUD's fair housing program is that under
‘Title VIII of the Civil Rights Act of 1968 HUD has no. enfofcement authority,
"and we recommend that Congress amend Title VIII ofthe civil Rights Act of

1968 to authorize HUD to issue cease and desist orders to eliminate dis- °* ?
O iminatory housing /practices. g J

E m, ) . : -
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We have ,a}ao concluded t:hat few signifi.cant actions have been taken by
¢ the other agencies with fair housing responsibiiities to impact on the
e country' 's serious problem of housing discrimination. For .example, the
.- agencies have not sufficiently inforped those who benefit from their
. programs of the steps they must take ‘to’, comply with the fair housing -
. law and they have failed to adequately measure compliance with the
existing.requirements, 'Further, prior to the 1974 amendment to Title -
) VIII ptohibiting sex’'discrimination. in housing, there had beep few
. substantial steps toward combating sex discrimination, We have included
specific recommendations in this report concetning each of sthege ggencies
- We urge youx’ consideratioh. of the facts ‘presented and ask for your

. leadershﬁp in ensuring :melementation' of the recounnendations made. »
T *

Respectfully, N ' - / ) o
. i 4 -
0‘ * , A * [ R A Y
co T, ¢ Arthur S, Flemming, Chatrmdn .
. g Stephen Horn,’'Vice Chairman .
. g Frankie M. Freeman - -
L , . Robert S, Rankin ‘
. . Manuel Ruiz, Jr. : v
Jokin A. Buggs, Staff Director - -2
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o evaluation of the Federal Government's effort to énd discrimination

3

.rthe activities.of'not only the mos't widely known agencies with civil ,

- Edwoation, and Welfare, but also those which have received lesaer public

“*steps taken by the Government since the origiﬁil report.

- Revehue Sharing of the Department of the Ireasury.

I

{

»
a

kY
s

its first'across;the-board‘

4

In October l370 the Commission published

against Ameriéan minorities. hatﬂreport The Federal Civil Rights

'Enfqrcement Effort, was followed by three reports, in May 1971,

-

November 1971 and January 1973, which summarized the civil rights .

. ¢ !
At the time we reledsed the last report wd indicated ‘that we were

Py -

conducting another analysis of Féderal civil”rights,programs. This
’ . L . ’ .

3
analysis is the Commission's most‘domprehensive.

»

’

im order to enable the

[y

public to comprehend more fully- the diverse pgrts of our study,

we_ have. decided Lo releasé each of its stx seqtions independently over

13

_the next 7 months. In November 1974, we released Volume I of the Federal .

N ——————r
—— e
e g

[
civil rights Enforcement Effort--l974: To Reg;late in the Public Intérest.

After this second volume on the housing agencies, we will publish reports .

- o [

on Federal civil rights effdrts in the areas of education, employment,

federally-assisted J)rograms, .and’p,olicymaking. These reports will cover

tights responsibilities, such as the Departments of Labor and Health,

A
’

attention such ‘as the Office of Management and Budget and the Office of &

» . This study vas begun in November 1972. As we have done with all

] ' .
previous Commiasion studies of the Federal enforcement effort, detailed

b.
L 4

questionnaires were sent to agencies, extensive interviewing of .




y

Washington-based c1V1l rights officials took place, and a vast number

c-r°

of documents were véviewed including'laws, regulations, agency handbooks-

and. guidelines, compliance revieg 'reports,v. and .Dooks and reports

' authored by leading civil rights.scholars. Volumes of data were alsé'.

<
-

analyzed from sources including the census, agency.data banks, -complaint
investigations, and‘recipient application forms. For the first time
Commission ‘staff also talked to Federal civil rights officials in -

regional and district offices. Agency representatives were interv{ewed

in Boston, Dallas, New Orleans San Francisco, Los Angeles, and Chicago.

\
All of th@ agencies dealt with at length in our Janudry 1973 report
|
The Federal civil Rights Enforcement Effort--A Reassessment wvere

reviewed in this study with the exception of the Office of Economic

¢ . .

5 . ~ -
Oppottunity and the Economic Development Administration of the Depart=~:

A}

.

ment of-Commerce. Those agencies had been so reduced in size and

authotrity that we believed our resources could be better utilized by
assiéning them”to monitor other agencies. This study covers some areas/§'
. i b
[ N -
not analyzed in the Reassessment report. We will be reporting on ;he
. r~ i ! i

efforts of the White House, the Equal Employment Opportunity Coordinating

Council, the Office of Revenue §harin§ of the Department of the Treasury,
the education program of the Veterans Administration, and the Housing,

Education,’ and Employment Sections of the Civil Rights Division of the

)

> . N <
Department of Justice. . R .

€
L4 .

In addition, this,is the first of our}studies on Féderal enforcement

activities -to cover the Government's efforts to end discrimination based

_ on sex. The.Commission's jurisdittion wds expanded to irclude sex
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discrimination in October 1972. Information on sex‘discrimin#tibn is"

an integral part of eachosectfoﬁ‘of this study. :

y fhes? stud%?s of Fedexal ciYil rights Snforc?ient efforts, however,
are not exﬁau§51ve. Limitb.n?cessargly have been placed upon them in terms
of the laws,*a§enc§es, and programs'covered. For‘exaﬁble; the‘YOting. '2 <t
_ Rights Ac; of 1965, which has_BEen treated *f pre§iou; Coqg}ssi;n reports

. e,
and which will be the subject of a separate Commission publicatiog: was

not covered. Further, in the sections dealing with thevarious Federal . ‘/-

A\ v ‘

. e . i 2
programs, it was not possible to treat more than a representative sample. -
\ .

For example, we have only covered the Department of" Transportation's
* ’ ) . l‘ -
-assistance for urban mass transit and highwdys, although that agency also

. . ‘ N »
provides aid to airports, railways, and the St. Lawrence Seaway Corporation.

In other instances where all or many agencies have gbengqsibilities but .

- Qe Y

one. agency 1is chargeq‘wifﬁ tpe duty for overall enforcement, we will report

og%y on the actfvitdes of the lead agency. This is true in the case of

¢

the Civil Service Commission and the Federal eqq;i/gmployment pfogram, and
. M t ) - d \- s
. the Office of Federal “Contract Compliance of the Department of Labor, and .

. : _ ..
the Executive orders prohibiting discrimination by Federal cpntractors. .
. Eiﬁally,'due to restrictions of g§ime aEg staff resources, there will be

\ ’ .
variation in the depth of greatment of the various programs and agencies.

To agsure the accuracy of these reports, before final action the

-

. R ' . ]
Commission forwards copies of them in draft form to departments and . co

» /’

aggﬂgg;s‘whose activities are discussed in detail, to obtain their commerfs

[
and suggesfions. Thus far their responses have bheen helpful,  serving to
‘ o ~,

j . : '

2
’
‘
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correct factual inaccurdpies, clarify points which hay not have been
;dfficiently clear, and propide updated information on activities
. undertaken sdbgequent to Cﬁhmissioﬁ staff investjgations, Thesd comment 8
have been incerporated in the repqrr. ‘In cases where agenciei e}pressed .
disdgreement_with Commission interpretations of fact or wirh the views A ‘;{ ”
of -the Commission on thg‘deéirability of particular ‘enforcement or .
coqpliance activities, their‘point of view, as well as thdt of th;

-

. Commission, has been noted. In their comments, agencies sometimes

:

Y

provided new information not made available to Commission staff during '

N

“the course of its interviews and investigations. ° Qomefimea, the

information was inconsistent%with the information provided earlier. - )
/ L
Although it was not always possible to evaluate this new information

fully or to reconcile it with what was provided»earlier, in the interest =~ -
v , :

.of assuring that agency compliance and'enforcement activitiésgﬁre reported
. i . ]

. as comprehensivgly as possible, the new material has been noted in the

report. ‘
4

\ Tn the course of preparing these reports Commission staff -

.

ineerviewed hundreds of Federal workers ifr the field of equal opportunigy ‘

and made a large number of demands upon Federal agencies for data and
documents. The assistance received was generally excellent. Without
* - 1 . . J
e : i . hd
it; we would not have been able to publish our views at this time. (\\

.We'further would like to note our.belief that many of the Federal'employees . }

)

assigned to duties and respoﬁbibilities within the engl opportunity

area'sbould_be commended for what they have done, considering the

legal and policy limitation; within which they have been working.

[c
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3

.These reports will not deal primarily with the subatantive impact

+ of civil rights laws The Commission will not attempt here to measure

-

i precise gains made by minority group members and women' &8s a\kesult of
civil rights actions of the ,Federal Government. 1This will be the

shbject of other Commission studies. Rather we will attempt to

Il ¢

determine horr well “the Federal Government has done its civil rights
enforcement job--to evaluate for the period of time between July 1972
and June 1974 the activities of a nhumbef of Federal agencies with

.hmportant civil rights responsibilities "

The purpose of‘these reports is to offer, after a careful analysis,

¢ . 'reqﬁmmendations for the improvement of: those programs which require

- change: The CommissionXs efforts in this regard will not end with this

4

serieﬁxir reports. We will vontinue to issue periodic evaluations of

, FederaN enforcement activities designed to end discrimination until such

eﬁforts'aré tdétally satisfactory.
% ’ ]

[
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(L\ Chapter 1
Department of HousingTand Utban Development (HUD) .

.\0

I, Program and Civil Rights Responsibilities

The, Department of Housihg anH‘Hrban Development is the major

.

Federal agenty with responsibilities for improving housing conditions

in this country. It does so by providing assistance to citizens,

.

developers, and ‘public and .privatg nonprofit housing agencies in the

financing and production of new hOusing, preservation of available gLusing,.
1

leasing of housing,and improvement of substandard housing. -In additionm, '

1

A
HUD bears the primary responsibiIity for Federal efforts jn the develop-

.ment of the Nation's communities. Further, HUD proE}des planning

’

grant assfstance to State and local governments and areawide multi-

jurisdictional organizations. The bulk of HUD's assistance can be
' ’ 3

[4
categorized.i?’four major areas: community development and planning,

’

"1l In £iscal year 1973, HUD' scsgbropriation for assisted housing was
$1.8'billion. ’ »
2, Its fiscdl year 1973 coﬂﬁnnity oianning and development appropria-
tion was $2.47 billion.
3,. Under its community development programs HUD provides comprehensive .
planning assistance to encourage the improvement of effective planning, _
decisionmaking, and management capability, In fiscal year 1972 over
1,500 State and local governments, areawide multijurisdictional

: organizations, and Indian reservations were recipients or subrecipients

of such assistance. HUD also guarantees loans for the development of
pew, communities. By fiscal year 1973, HUD had made commitments for
almost ‘$300 million toward the development of 15 new communities.

.
N \
| '
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housing production and-mortgage credit, housing management, and policy
\ 6 . * -
‘develgpmeﬁf and research. The Housihg and Community Development Act of

h7 .
1974 raqically'alters the means of providing housing for low- and moderate-~
income families, p;ovidiﬁg much' greater local discretion as to how funds for
’ . . 8 .
housing and community development will be spent,

5

'
HUD's most gignificant duties regarding -equal opportunity in housing

and. urban development gre the enforcement of Title VIII of the Civil
9’ 10
Rights Act’of 1968, Title VI of the Civil Rights Act of 1964 and

[N

N s
4, Under 'its housing production and mortgage credit programs, HUD provides
subsidies for new and rehabilitated housing for low-income families, This - :
includes supplements for low-income families, mortgage assistance, rental
assistance, and subsidized loans for rural borrawers., In addition; HUD
operates a large unsubsidized housing program, similar to the guaranteed
housing program at the Veterans Administration (See Chapter 3 ,
Veterans Administration, Section IV infra,) Under this unsubsidized program,
HUD provides mortgage insurance for the.purchase of homes, in geheral, and for
specialized purposes including mobile homes, homes outside urban renewal areas,
and homes for disaster victims, As part of the program, HUD provides subdivision
approval to builders and developers, and arranges for the appraisal of ‘homes
which may be purchased with FHA-insured loans. HUD's approvals and appraisals
provide a service to builders and developers, making it easier for them to obtain
commercial financing of their construction. In exchange for this assistance,
HUD requires builders and developers to submit affirmative .marketing plans._ See “
Section IV A, p. 76 infra.\

5. Under its housing tanagement programs, HUD provides assistance to local
housing authorities for management and modernizationof low-rent public housing
projects. HUD assistance may be used for such purposes as acquiring existing
housing from the private market and constructing new facilities. In May 1974,
HUD was providing assigtance to about 2,500 ggencies, Telephone interview with
Daniel Day, Public Informatiop Officer, Office of Public Affairs, HUD, May 16,
1974,

research relating to such.matters as national housing need, '‘evaluation of existing
housing and community development programs, and improving the environment. In
1973, 243 contracts and 13 grants were funded. .

7. The Housing and bommunity Development Act of 1974, Pub, L. 93-383 (Aug. 22, 1974).

8. This report covers HUD activities through late May 1974, Therefore, it does
not cover the Housirig arid Community Development Act of 1974, which was passed on

.August 22, /

9. Title VIII of the Civil Rights Act of 1968, 42 U.S.C. 3601 et sea, (1970).

QO , Title VI of the Civil Rights Act of 1964, 42 U,S.C, §2000d, (1970),

<1 ..

|
|
|
|
|
|
|
|
|
|
|
|
|
i
\
\
6. Under its poliéy development and research programs HUD provides funds for ’




I 12. It is estimated that more than 80 percent of the Nation's hpusini .
. ]
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R . 11 . {e g
. Executive Order 11063. Tithe VIII prohibits discrimination in
. . o 12 ' '
the sale and rental of most housing because of raig, color, -

»

religion, or national-origin. The Housingvand GCommunity Development

Act of 1974 amended Titig&VIiI to ‘include a prohibition against sex
13 . . \
discrim;n%tion. Title VIII makes it unlawful to discriminate

. , (

' ¢ I\.
11. 3 CoFoRe . § 652 (1962), Other ﬁajor areas gf civil rights responsibility \;4
are equal eﬂployment opportunity (see U.S. Commission on Civil Rigﬁ » The
1

Federal Civil Rights Enforcement Effort - 1974 - Employment), contwlct com=
plidnce,s (Id, at ch, 3) and minority entrepreneurship, e :

is covered by Title VIII. Exempted from Title VIII are single family

homes sold or rented without the use of a broker and without ‘

discriminatory advertising, rooms or units in dwellings containing

.1iving quarters for .no more thap four families provided that the owner

lives in one of them and does not advertise or use a broker, and rooms in !
private clubs not open to the public. Title VIII's prohibition against

religious discrimingtion does not extend to the sale or rental of

dwellings owned orizgerated by afgeligidus organization for a non-

commercial purpose. ) . %

7

* 13, This amepdment provides that - the word "sex' be inserted after

the word "rdYigion" each time it appears in Title VIII. Monies for .
staff to implement operations based on sex discriminat have been

‘requested by HUD. Speech by .Dr. 6loria E.A. Toote, Assistant Secretary

for Equal Opportunity, Equal Opportunity‘Meeting, HUD Central Qffice,

Washington, D.C., Oct. 24, 1974, The amenpdment does mot provid

'HUDj with any enforcement powers for Title VIII, nor does it give HUD

additional authority to ceordinate the implementation of Title VIII .
by other Federal agencieﬁ. Section 109 of .the Housing and Community
Development Act of 1974 also prohibits discrimination on the basis

of race, color, national origin or sex under community development ‘

programs, and gives the Secretary authority to apply sanctions for

violations, similar to those provided by Title VI of the Civil Rights

Act-of 1964. Sectton 808(a) of the act ameénds Title V of the National N
Housing Act ‘to prohibit discrimination on actount of sex in the extension of
Federal mortgage assistance. It also ‘stated that thé combined income of

bath husband and wife must be considered for the purpose of extending credit to a

mjrziéd couple or either member of the couple. The sex discrimination amendment
to Title VIII was supported by the HUD Equal Opportunity Office. HUD also

actively supported a bill to amend the Truth in Lending Act (15 U.S.C. §1631 et ‘s
8eq.)to prohibit discrimination based on sex or \marital status. °~ - /
The b1l would make It uniawful for'a creditor to discriminate on the

basis of sex or marita} status when granting credit in connection with any

consumer credit sale. Section 1605, 93d Cong., lst Sess. (1973). Consumer

credit sales include such transactions as mortgage loans, sutomobile loans,
department store credit plans, and local and national credit cards. )

$~ of October 1, 1974, thdt bill had not been passed. 25;

IC , e 2
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in advertising the sale or remtal of housing, the financing of housing,"
s - ¢ ’ . 14 B .
\ or in the proviggon of real estate Qrokerage services, HUD is

responsiﬁle for- oyerall adpinistrabion of this title, and it is spebifically

‘charged with iQQébqigaziné ;omplaints of discrimination. -
HUD i§~§1gn?ficantly hampered in ig% power to reguire complfance
with'?itle VIIi Eecause if it finds discriminagion, it can use only 7
informal'mgshods of conferenc;, con 1taéion,~pnd prsuasion15to
-bring ‘about compliimce-.(b If ‘{nese ods fail, it ca;x merely refer thg \ . ;
matter to thelbepartment of Jﬁsticq; it has no authority to issue cease (\' ’ 3
. ‘ -~
|

gnd desist orders, nor does it have\the power to institute litigation

|
-

J against parties it has found discri$inating._

14. An additional tool in the struggle against housing discriminatisn -
has beentproviged by the Civil Rights Act of 1866, On September 2, .
1965, Joseph Lee Jones, a black, filed a complaint in the District Court
-for the Eastern District of Missouri alleging that the Alfred H. Mayer
Company had refused to #ell him a home solely becayse of his race.
Mr. Jones sought injunctive relief by relying in part upon sectiop 1982
of Title 42, United States Code, originally part of the Civil Rights Act
of 1866. This section of the act provides that "All citizens of the
United States shall have thé same £i t, in every State and Tergitory.
as is enjoyed by white citizens therBof to inherit, purchase, lease, sell,
hold, and convey real and personal pfoperty." . s
The District Court ruled in favor of the Mayer Company and dismissed the
complaint., The Court of Appeals for the Eight District affirmed the
District Court's ruling; concluding that section 1982 applied only to
State action and did nog reach privatearefusals-tb sell. The U.S. |
; Supreme Court granted certiorari and reversed the judgment of the Court
’ of Appeals. The Court ruled that section 1982 of the act 'bars all ,
racial discrimination,/privabf as well as public, in the sale or rental ;
of property, and the statute,’thus construed, is a valid exercise of the
power of Congress to enforce the Thijteenth Amendment,'" Jones v. Alfred
H. Mayer Co., 392 U.S. 409 (1968 ghis fuling did not specifically assign
any responsibilities to HUD. HUD,\hpwever, has encouraged.private attorneys
to file suits under the 1866 civil rights statute. See Section V A, p. 109
infra, . 2 ) {

15; Section 810 of the Civil Rights Act of 1968, 42 U,S.C. § 3610 (1970). -

| 23 . S~ T
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Title VIII also requires HUD, as well as other Federal executive departe

.

ments and agencies, to administer its programs and activities relating to - -

hoﬁsing and urban developﬁent in a manner that affirmatively furthers the

!

. b e
purpose of the law. In addition;“title VIII requires HUD to make studies,

publish .eports, and cooperate with other governmental and‘prfyate'
' : . . 16
organizations to help eliminate discriminatory housing practices.

. \
6. Section 808(e) of Title VIII statV¥s: .. . \\\
The Secrétary of Housing and vrban Development shall --
(1) make studies with respect to the nature and
extent of discriminatory housing practices in re-
presentative communities, urban, suburban, and rural

. th{gughout the United States; -(2) publish and dissemi-

- nate reports, recommendatibns, and information derived n
frém such studies; (3) cooperate with apd render technical
agsistance to Federal, State, local, and other public -
or private agencies, organizations, and institutions
which are formulating or carrying on programs -to prevent
or eliminate discriminatory housing practices; (4) coope-
rate with and render such ‘technical and other assistance
to the Community-~Relations Service as may be appropriate
to further activities in preventing or eliminating
discriminatory housing practices; and (5) administer -
the programs and activities relating to housing and
urban development in a manner affirmatively to further
the policies of this title.

Section 809 specifies the following: g

Immediately after the enactment of,this title the
Secretary shall commence such educational and
conciliatory activities as in his judgment will
" further the purposes of this title. He shall call

¥ conferences of perscns in the housing industry and
other interested parties to acquaint them with the
provisions of this title and his suggested means of
implementing it, and shall endeavor with their advice
to work out programs of voluntary compliance and of
enforcement.... He shall consult with State and ldéél
officials and other interested parties to learg.the
extent, 1if zny,to which housing discrimination exists in
their State or locality, and whether and how State or '
local enforcement programs might be utilized to combat
such discrimination in connection with or in place of,
the Secretary's enforcement of this title. The Sec~ {
retary shall issue reports on such conferences and
consultations as he deems appropriate.

¢ . \ —_. ) :341 .
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’ . Federal assistance. HUD has a duty to ensure compliance with Tltle VI

.

-

Title VI of the Civil Rights Act of 1964 prohibits-diécriminatibn

on the grounds of race, color,, and national origin by recipients of
. . 4 ‘ 17

by its recipients and can Qithhold or withdraw funds from offenders.

Executive order,11063, issued in 1962, requires nondiscrimination in the
]

sale and rental .of federally-subsidized and insured hgpbing. Under the
Executive ordhr, HUD has the power to defer or }etracg funds from

. <
. offenders, or cancel contracts with parties found in noncompliance.

Although the numerous civil rights daws\\grld_indicate that this

? TN\

country is dedicated to the concept of equality, segregated housing
18

“

. - , 9
continues to be & major problem.™ Beyond the facg/that most housing

disc;imination based on race, ethric origfn, and sex is illegal, there

are disastrous consequences for the people who are forced to live

under segregated housing conditions. Too often segregation has resulted

-

in overcrowding; concomitaqtly, it produces unhealthy and unsafe living
P .

{

17. Title VI requires HUD to ensure nondiscrimination not Qnly in
HUD-assisted housingz but in all HUD programs including those for
community development and comprehensive planning. For example, HUD

_ rust make certain that minorities.are noc¢ vxcluded from the water and

IToxt Provided by ERI

sewer prbgrams it funds. The scope of this report, however, is limited
to fair housing. - o /

18. See A. Sérensen, K.E. Taéuber, and L.J. Hollingsworth, Jr.,~IndExe8
of Racial Residential Segregation for 109 Cities in the United States

1940 to 1970 (1974); E. Grier and G. Grier, "Equality and Beyond:
Housing Segregation in the Great Society," in N.R. Yetman and C. Steele,

Majority and Mirority: the Dynamics of Racial and .Ethnic Relations
"%453 (1971), See also M, Rafferty, Bias in Newspaper and Real Estate
Advertising: A Re-Survey (1970). i _ -

- 25
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conditions. Frequently, segrégated housing patterns have brought with
] 20

‘them substandard education and inadequate public services. Segregation

in housing also causes severe humiliation to the people who are segregated

2
and often contributes to physical and psychological illness.

A variety of tools have been used by the white majority to perpetuate

residential segregation, Fiscal zoning, used to attract industry and

commercial establishments which will provide large property taxes, may also

/

19. See V., Countryman, Discrimination and the Law (1965) and Maryland State
Advisory Committee to U.S. Commission on Civil Rights, A Crisis in Housing on
the Upper Eastern Shore (1971). According to the 1970 censu9, 34.2 percent
of overcrowded housing is occupied by minorities, although mimorities occupy
only 14.4 percent of all housing. Blacks occupy 21,2 percent of overcrowded
housing, and only 9.8 percent of all housing; persons of Spanish speaking
background occupy 10.7 percent of overcrowded housing, as compared with 3.6
percent of all housing. Native Americans occupy 1.0 percent of overcrowded
housing and only 0.6 percent of all housing; Asian Americans occupy 1.3
percent of overcrowded housing and only 0.3~percent of all housing. The’
1970 census also shows that minority-occupied housing more frequently than
nonminority-occupied households lacks hot water, or baths, or toilets for
the exclusive use of the household.

20. Discrimination and the Law, supra note 19.

21. For example, studies have shown that the incidence of illness and
disability is markedly reduced when housing conditions are improved,
D.M. Wilner and R.P. Walkey, "Effects of Housing on Health and Perfor-
mance,' in L.J. Duhl, The Urban Condition: People and Policy in the

Metropolis 244 (1963). Segregated and substandard housing contributes

to family disorganization and breakdown, National Advisory Commission on
Civil Disorders, "Unemployment, Family Structure, and Social Disorganization"
in F.R. Lapides and D. Burrows, Racigﬂb A Casebook 121-141 (1971),

X




be used to prohibit low- and moderate-income housing. Large lot zoning

‘1imits -housing construction to single family homes on lots of i, 2, 3,
or even 4 acreé. effectively excluding persons, often minorities and
3;7 female heads of houqsholds, who cannot afford to purchase large lots,
Minimm house sizé requirements, too, place a lower limit on the square
footage of houses to be constructed, raising-the cost of housing which
. caﬁ be buf}t in a particular area, and again eécluding the poor who are

o~ o . 22
often minorities and female heads of households, Blackbusting is

* the teéhniqne used by real estate speculators which accelerates the
sale of houéihg by circulating rumors that unwelcome minorities have
purchased or rented bouses in the neighborhood and will soon overwhelm
it. ‘'The blockbuster's objective is t; precipitate é drop in prices . 4
which will éhable him or her to purchase the properties and resell -
them to minority families at inflated prices.23
Redlining,. a tcol used by the home finance industry to discriminate
against mi;orities, is the‘tefusal to m;ke housing loans to anione within

a certain area of a éity,'most frequently a minority area. 1In another

variation of redlining, home finance agencies refuse to extend credit

22, See E. M. Bergman, Eliminating Exclusionary Zoning: Reconciiing
Workplace and Residence in Suburban Areas-(1974) and Maryland State

Advisory Committeéet.to U.S, Commission on Civil Rights, The Zoning and
Planning Process in Baltimore County and its Effect on Minority;Group

“ Residents (1971). ] ] : ’

23, C. Abrams, The Languagg;of'Cities 25 (1971).

<7
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to minorities for thea purchase of hou51ng outside of segregated areas.,
g g
: Although persons of Spanish speaking Background Asian Americans,

American Indians,and blacks have all been subjected to segregation in
housing, the factors which have led to segregation often differ for these

groups. For example, poverty, a distinct language, and distinct cultural
’ £

traits have led to discrimination against and segregation of persons of
25 )
Spanish speaking background. Visible racial characteristics ‘and low
’ 26

" incomes have contributed most heavily to the segregation of blacks. Cultural

traits and racial distinction have cgn buted to the segregation of Asian

Americans. Moreover, Federal, State, and local anti-Oriental legislation,
effectively announcing that Asian Americans were unwelcome in this country,
has contributed to discrimination against Asian Americans.27 American
Indians are often effectively confined to housing on reservations which
is among the poorest housing in the Nation. Moreover, those Native
Americans who live in cities liVa in some of the most squalid urban ,
neighborhoods.28 ‘

Neither Title VI nor Executive Order 11063 prohibits housing dise

crimination based on sex or marital status. Although

~

24. L. Freedman, Public Housing: The Politics of Poverty 135 (1969)
and E. Grier and G. Grier, Supra note 18.

25, C.F. Marden and G. Meyer, Minorities in American Society 308-311
(1973). See Pennsylvania State Advisory Committee to U.S. Commisgion
on Civil Rights, In Search of a Better Life (1974) for a discussion of
the housing problems facing Puerto Ricans in Philadelphia.

26. D. McEntire Resideénce and Race 63-71 (1960)

27. See Minorities in American Society, supra note 25, at 367~ 376, and 383~
384.

~ 28. .A. Brophy and S.D. Aterle, The Indian: America's Unfinished
Q ;usiness 166=70 (1972)s

ERIC 28
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29 .
such discrimination is widespread and in some cases inseparable from
‘ 30
racial and ethnic discrimination, - prior to the passage of the Housing
31 ’
and Community Development Act of 1974, HUD referred housing

\

29. Some common forms of sex discrimination include refusal to lend

to a wife in her own name, refusal to count a working wife's income

when the couple applies for a loan, investigation of the wife's birth
control practices in connection with a mortgage loan-application, the difficulty
which widows and divorced women-encounter in seeking to obtain mortgages

in the absence of a credit record (which such women do not have since

they were denied credit in their own names when married), application of
different standards to applications of single womer than to applications

of single men, and requiring cosigners for single women, but not for '
~gingle men. Additionally, landlords often discriminate against single
persons, regardless of sex, preferring married couples as tenants. See
test?mony on Availability of Credit to Women, at Hearings Before the
National *‘Commission on Consumer Finance, Washington, D.C,, May 22-23, 1972;
Federal Deposit Insurance Corporation, Proposed Fair Housing Lending
Practices Regulations, Hearing Before the Federal Deposit Insurance
Corporation, Dec. 19 and 20, 1972; District of Columbia Commission on

the Status of Women, Report on Mortgage Lending Practices (1973); and
William L., Taylor, Director, Center for National Policy Review, State=

ment on Discriminatory Treatment of Women in Home Mortgage Financing
before the Joint Economic Committee of Congress, July 12, 1973.

30. For example, refusal to rent or sell to female heads of families
places a great hardship on all women, but has a greater impact on minority
women. In 1972 only 9.4 percent of all nonminority families were headed
by women. In contrast, 30.1 percent of all minority families were headed
by women. U.S. Bureau of the Census, Current Population Reports, Series
P-20, Nos. 153 and 218, and unpublished data, reported in U.S. Department
~of.Labor, Statistical Abstract 40 (1973),

Moreover, discrimination on the basis of sex may result in racial or ethnic’
discrimination, as a larger proportion of minority group families rely on
the wife's income to afford housing and other necessities. To illustrate,
in 1971, 60.0 percent of all black mothers worked as opposed to only 29,2
percent of:all mothers. Id. at 340. (The Bureau of the' Census does not
publish data on the number of families with incomes from\Loth husband

and wife.) This relationship between sex and race or ethnic discrimination
is acknowledged by the Federal Home Loan Bank Board in its guidelines
prohibiting regulated institutions from discriminating by sex in mort-

gage lending. 7 C.F.R. 8 531.8(c)(1l) (1974).
;Eh's

31. As indicated in note 8 supra, this report does not cover
activity after the passage of that act,

Ay
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complaints based on sex or marital status to organizations which
32 :
may have been able to provide assistance, including State agencies in
33
jurisdictions which prohibit sex-based housing discrimination.

The National Housing Act prohibits discrimination against families
with children in the rental of Federal Housing Administration (FHA)-
34

insured housing units. Thus, if a complaint alleging discrimination

based on sex or marital status also involved the related issue of

-

32. HUD's Office of the Assistant Secretary for Equal Opportunity statedx

v 4
Prior to August 22, 1974; the date on which the
Housing and Community Development Act was signed
by the President, the Office of Equal Opportunity
referred housing discrimination complaints based -,
on "sex" to agencies and organizations which may
have been able to provide assistance inasmuch as
this officé did not have the authority to process
such complaints. Attachment to a letter from
Dr. Gloxia-E, A, Toote, Assistant Secretary for
Equal Opportunity, Department of Housing and
Urban Development, to John A. Buggs, Staff
Director, y.s. Commission on Civil Rights,
Nov. 6, 1974.

33, The District of Columbia, Maryland, and several other States have
passed laws~Which prohibit discrimination in mortgage lending on the
basis of sex or marital status. The District's prohibition is part of a
comprehensive law prohibiting discrimination in public accomodations,
housing, and credit. The Maryland law is narrow, and is restricted to
credit. As of May 1974 neither law had yet been codified.

34, Section 207(b) of the National Housing Act provides:

Notwithstanding any other provisions of this section
(Rental Housing Insurance), no mortgage shall be

insured hereunder unless the mortgager certifies under
oath in gelecting tenants for the property covered by
the mortgage he will not discriminate against any family
by reason of the fact there are children in the family,
and that he will not sell the property while the insur=
ance is in effect unless the purchaser so certifies such
certification to be filed with the Secretary. Violations
of any such certification shall be,a misdemeanor punish~
able by a fine of not to exceed $500.

" ... 30
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. " F"

children and federally-subsidized rental units, e.g., the refusal to
rent to a person because of the number of chiidren in the family, the
complaint is referred to the approprié&e HUD area or insuring office,

Basically, however, until‘the passage ofithe Houéing and CommuQity
Development Act of 1974, g;n took little action to eliminate housing
-discrimination based on sex or”m;rital stétus} | It had not conducted
-studies, held hearings, or gathered any data to assess its type or

36 ~ \
extent. Overall, HUD is one of the Federal agencies which has failed

35. HUD's Office of Assistant Secretary for Equal Opportunity recenﬁly
stated, 'this office has always supported the amendment of a provision
to Title VIII, prohibiting discrimination in housing on the basis of
sex,'" November 1974 Toote letter, supra note 32,

36. 1In May 1974 HUD held an administrative meeting on mortgage
finance, The.overall purpose of this meeting was to gather information
regarding all types of discrimination in the financing of housing,

not merely sex discrimination, Nonetheless, some information which
came’ to the attention of HUD dealt with discrimination in the finance
ing of housing on the basis of sex. 14,

-

31"
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to respond to the opportunity to provide 1eadership in the area of housing
v 37 ] -
discrimination based on sex, ' Y

HUD has appointed a Women's Coordinator with authority to review

’

the impact of HUD programs on women and to assess'the need for measures

to prevent discrimination in housing based on sex or marital status.

This person, however, concentrates almost exclusively upon eliminating
’38°

sex discrimination in HUD employment.

\

b

37. HUD's inaction contrasts with the actions of many other Federal
agencies without explicit authority for prohibiting sex discriminationm.
For example, the Secretary of Labor issued an order prohibiting dis- v
crimination on the basis of sex,in programs Operated by or financed

through the Manpower Administréfidn. Secretary's Order 16-66, Com-

pliance Officer's Handbook, Department of Labor, January 1972, at 17

and 18. The Secretary of Agriculture has prohibited sex discrimination

in all of the Department of Agriculture's direct assistance ptograms

7 C.F.R. § 15.51.(b) (1974). 1In February 1971, the Secretary of Health, -
Education, and Welfare established a Women's Action Program to conduct &
departmental analysis to enable HEW to assure that its programs would

pperate to minimize difcrimination against women and to review HEW em-

ployment practices with regard to women. Memorandum from Elliot Richardson,
Secretary of Health, Education, and Welfare, to the HEW Undersecretary,

Assistant Secretaries and Agency Heads. 'Women's Action Program," Feb. 17,

1971, See also Department of Health, Education, and Welfare, -Report of

the Women's Action Program, January 1972.

38. Interview with Diane Sterenbuch, Aéting Women's COOrdinator, Office

of Equal Opportunity, HUD, Apr. 22, 1974. This person has received no
pressure from HUD to expand her "efforts beyond HUD employment to an

" analysis of HUD programs, '

¢ ,
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II. Organization and<8taffing '

“ A. Washington Office ) o }
. e , 39
The Assistant Secretary for Equal Opportunity . oversees all

matters relating to civil rights and equal Opportunity in housing
40 i
and related facilities as\shown in Organizational Chart I on page

15. In fiscal year 1973, there were 427 positions in the Equal

Opportunity Offices in HUD's central and field offices, an increase
. 41
of 80 positions since tiscal year 1972. HUD officials have *
. . 42
stated that HUD's fair housing program is understaffed,

b

. L]
~

39. Since June 21, 1973, ' his position.has been held by Dr. Gloria
E. A, Toote. '

40. 1In addition to responsibilities under Titles VIII and VI and

- Executive Order 11063, the Office of the Assistant Secretary for
Equal Opportunity is responsible for intermal- equal employment
opportunity, contract compliance, and minority entrepreneurship.
About 44 percent of HUD's equal opportunity staff's time is spent
on these latter three activities, with this time being allotted as

s follows: 4 percent on internal equal opportunity, 27 percent on

contract compliance, and 13 percent on minority entrepreneurship.
Interview with Kenneth Holbert, Office of Civil Rights Compliance
and Enforcement, HUD, June 4, 1974.

41. U.S, Commission on Civil Rights, The Federal Civil Rights
Enforcement Effort-~A Reassessment 129, 130\(1973)

42, terviews with John Thompson, Director, HUD Area Equal

Opportimity Office,'Chicago, Ill., in Chicago, May 16, 1973; Joseph Vera,
Assistant Regional Administrator for Equal Opportunity, HUD, Boston,
Mass., in Boston, Nov, 13, 1972; and A. Maceo Smith, Assistant

Regional Administrator for Equal Opportunity, HUD, Fort Worth Tex.,

in Fort Worth, Jan. 30, 1973.
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' It 18 the central office of the Assistant Secregari-

kY

for the development of policy, regulations, instructions, and for general

oversight of a11 equal opporttaity divisions in the field offites,

44
The

yhich is responaible

Assistant Secretary's personal staff of 13 includes coordinators of ac:}vities

related to-the needs of women, the Spanish speaking, and American quians.

In addition, there are four .offices within the Office of
/ L

7
s

Sl
43, See Orgﬁgﬁzational Chart II, on p. 17,

- ,\\\ |

N

N

45

N,

.

44,  Although
; Washington Equ

:zf policy directives guiding these units are generated by the

Opportunity Office, the equal opportunity field staff report

go/the directors \of the field offices,

és The coordinatofa act as liaison and troubleshooters for the group they .
represent, They work to assute that their groups have an opportunity to

participate in all applicable HUD ™" programs, HUD requires that the coordinators
participate in interagency panel discussions, meetings and conferences to
review the objectives of its research programs as they relate to the specific
needs of these groups,

. ’
<
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X QQé:;;;;stant Secretary for Equal Opportunity, each responsibleto
. 46 !
‘ -

the Assistant Secretary and her personal staff.

H

The first office, Civil Rights Compliance and Enforcement, has a .
47

staff of 21. It is responsible for designing and evaluating HUD's

compli;;ée program. It drafts regulations and proviQesrsupport and e
. guldance £o regional equal opportunity staff in cond;cting compliance

reviews and complaint inyes‘féatioﬁs. Foé example, the Office of

Civil Rights?Compliance and Enforcement drafted newl:eghlations for

.comﬁlaint and compliance activities under Executive-Order‘11063; In

addition, in the spring of 1973, this office drafted a regulation

assigning responsibility for negotiating with respond;nts iﬁ Title VI -

cases ta the regional equal opportunity staff.48 Further, in mid~1972

this office initiate;i action to deal more effectively with Title iII

compliance by establishing priQrities for Title VI compliance

: s ,
46. See Organiyational Chart II, p. 17. These four offices were created
by a reorganization of the HUD equal opportunity program in April 1972,

. This Teorganizition was extensively discussed in The Federal Civil Rights

Enforcement fort-;A Reassegssment, supra note 41l.
<3

47. The staffing information in this report is supplied as of Augus
HUD Response to the Commission's April 1973 questionnaire contained
letter from James T, Lynn, Secretary of Housing and Urban Development,
.to Stephen Horn, Vice Chairman, U.S, Commission on Civil Rights, Aug. 9,
1973 /Réreinafter referred to aB HUD response/.

48, For.more information on the regulations see Section III, p. 65 infra.

~

. {
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, 49 .
activities in the regions. K\

The second office, Voluntary Compliange, with a staff of 13, was

. created to conduct efforts such as the development of broad acéla
1‘ \-
af firmative action plans to promote equal housing opportﬁnity activity

. by State and local agencies and.alf‘sectioné of the real estate
- .
industry. Most of the activities undertaken by this office had not involved

the field offices until the summer of 1973, At that time, it was

in the process, however, of developing a handbook for field staff on
. . . \ * .
voluntary compliance. This cffice has sinceypncoutaged and prepared

*

the field offices to conduct voluntary compiiance activities by aen&ing

thenm a monthly'inférmai memorandum wﬁ;h suggestions for possible voluntary
,(\ compliénce actiYities. A further effort to encourage agtivities by

the fieli okficesihas been for Volunéaty Compliance staff to participate

in "counterpart meetings,' i.e., meetings where area and insuring office
>
C . o
» 49. For more information see Section III, p.59 infra. HUD recently
stated: .
With respect to the Titie VI program, we have an
operating unit, created as a means of improving our
Title VI Enforcement performance. This office will
also be responsible for melding HUD's Title VI
efforts with the enforcement of section 109 - of the )
Housing and C nity Development Act of 1974: the
nondiscriminationsection. Section 109 is broader -
than Title VI in that it covers sex discrimination
and employment practiices of recipient: who receive
community development block grants under Title I
of the new Act.

The new office has already advised Regions of goals
for FY 1975 concerning an increase in the number of
compliance reviews initiated (20% above FY 1974) and
a decrease in the number of open Title VI complaints
(207, below 6/30/74 by 6/30/75). November 1974
Toote letter, supra note 32.

, . S © .. 38




" equal opportunity staff train and work with program staff in enforcement

[}

of equal opportunity program standards. At these meetings, Volu§tary

Compliance staff eXplain.and stregs the import?nce of workiﬁg with the
private real estatL industry to obtain coe;;tation and coﬁpliance with
" regulations such‘as affirmative marketing.

The third office, MAnagemept and Field Coordination, with a ;taff
of 17, is responsible foE providing training and technical_assistan;e
to HUD's program and equal opportunity staffs in the field. It also
provides training for the Washington equal opportunity staff.’

v The foufth office, Program Standards and Data Analysia,51 with a
staff of 13,was’creaéed éo d;veIOp program standardsszand fér systematiz- .
;gg fﬁggbollection and use of racial and ethnic data; In implementing its
mandate this office in the spring of 1973 worked with program staff so

that the regulations and handbooks published by the Assistant Secretary

.

50. As of June 1973, only the Philadelphia and Atlanta regions had been
visited, However, a presentation of industry-wide affirmative marketing
plads-has been developed by this office and the office staff expected

that it would be presented to all regions. Interview with Nat Smith, ~
Director, Office of Voluptary Compliance, HUD, June 12, 1973. As’ of May
1974, however, it does not appear that such a presentation had been made
in all regions. 1In San Francisco, for example, only the Assistant Regional,
Admin{strator for Equal Opportunity had received training on industry-wide
affirmative marketing plans from the central office. -This ttaining was
provided in Las Vegas, Nevada, on January 16, 1974. Telephone interview
with Dana Jacksort, Equal Opportunity Specialist, HUD Regional € "fice, San
Francisco, Cal., May 2, 1974.

¢
51 This office recently was renamed the Office of Policy Development
and Data Aqalysia.

s
52, Program standards (See Section IV, pp.71-106 infra) are civil rights
requirements which be met by an applicant before receiving HUD funding.
HUD elaborates: "They also include, requirements during program operation,
e.g., a8 community must conduct its relocation program as to affirmatively
further fair housing objective." November 1974 Toote letter, supra note 32,

39 .
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for Community Planning and Development pursuant to Section 70%, “Com=
.prehensive Planniné Assistance," of the Housing Act of 1954 ’ would
properly represent.equal opportunity considerations. It also reviews
and comments on the field office evaluations conducted by the Office of
Management and Fiefé qurdination. In addition, staff from the Office
of Program Standards and Data Analysis have spent considerable Eimg in
the field providing technical assistance to area and iﬁsuring offices'
equal opportunity staff on the implementation.of HUD regulations.sa
HUD increased the civil rights staffing in its Washington office
from 72 in fiscal year 1972 to 77 in 1973. Because HUD's April 1972
reorganization created new functions in the central office, it is not
possible to indicate which functions in the Washington office received

55
a staffing ircrease.

53. Housing Act of 1954, 40 U.S.C. 8 8461 (1970) as amended, 40 U.S.C.

§ 461 (Supp. II, 1972). Under Section 701, HUD provides planning agsis-
tance grants to State and local governments and areawide multijurisdic-

tioral organizations. These regulations are further discassed in Section
IV, p. 95 infra.

54, For more information on affirmative marketing see section 1V, p. 76
infra. ’

55. In addition to HUD's equal opportunity staff, HUD's program staff
in both the Washington and field offices have civil rights responsibil- .
ities. For example, they evaluate applications for comprehensive
planning assistance which are required to contain equal opportunity
elements involving such matters as ‘staffing and work programs. The
selective reviews they conduct of HUD-funded programs often contain
equal opportunity components. In additionm, along with equal opportunity
staff, they administer HUD program standards.

3
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' 56
B. Regional Offices

. " : 57
The regional office is the highest level field office. The

other field offices, i.e., the area and Federal Housing Administration
' ’ 58
(FHA) insuring offices, are responsible to the regional office, which

»

’ has an- gverall coordiﬁating responsibility for HUD programs within its
geographic area. It dissem{nates and interprets HéD central office
policies to its subordinate i}éia’dffigal .‘It allocatés fu;ds to each
. of itS'fi'.e_‘lq offices and evaluates their \Jperg’ort;rance in tht‘. adminis-

tratfon of qhei}_responsibif}ties.

The overall responsib}lity for imélementation of the equal Oppor-\

[3

X

. tunity'p;ogr;ﬁ ;é delegated tg‘the Regiongl Admipistratar at tﬂé regional'
office'ieyél. Tﬂislﬁgsponsﬁpility is) hégéver; handled on a day-to-@ay
basis by the Assistant'Regfonal'kdﬁinistr;féf for Eqég}'Opé;rtunity‘and.-'
ger or his st;ff. ' |
The.Offiqgs of the Assistant Regional Adminiafrators for Equal

Opportunity are composed of compfiance divisions and field support and
&

56. HUD regions are the .standard Federal regions, see map on p. 22,
The 10 regional offices are located in: Region I -~ Boston, Mass,;

11 - New York, N.Y,; III - Philadelphia, Pa.; IV = Atlanta, Ga.;

V - Chicago, I1l.; VI - Dallas-Fort Worth, Tex.; VII - Kansas Ccity,
Mo.; VIII - Denver, Colo.; IX =~ San Francisco, Cal.; and X - Seattle,
Wash.

57. See Organizational Chart III on p, 25,

58. 1In collecting information for this report, Commission staff visited
HUD regional offices in Boston, Fort Worth, San Francisco, and Chicago;
area offices in Boston, Dallas, New Orleans, San Francisco, Los Angeles

and Chicago; dnd the insuring office in Fort Worth, On September 10,
1973, the Fort Worth Reglonal Office was moved to Dallas, Tex.

42
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59
evaluation divisions. The compliance divisions are responsible for

undertaking all compliance activities such as complaint irivestigations
and compliance reviews under Title VI1I, Title VI, and Executive;
Order 11063.60 The field support and evaluatisn division's primary
reébonsibiiity 18 to act as a liaison between the central office in
Washi;gton and the area and insuring offices. For example, it inter-
prets policy issuances to field staff in order to asadre uﬁiformity in
implgyentation, and it monitors and evaluates the performance of the -
equa1.0pportunity staff of:thé area and insuring offices.

In fiscal year 1973, there was a tqtal of 148 equal opportunity
staff assigned  to the 10 regional officea.61 Thia is an increase of
14 pbsitioné from fiscal year 1972. 'Across the Nation, 26 were' assigned to
the é¢taffs of the Assistant Regional Administrators, 99 to the compliance

divietons, and 23 to the evaluation.and field support diviéionaﬁz

§

59, These divisions were created in April 1972 as a result of a
broad scale reorganization of the HUD equal opportunity program.

60, 1In addition, these divisions are charged with implementing ‘
Executive Order 11246 (3 C,F,R. 8§ 339 (1965)) as amended by Executive
Order 11375 (3 C.F.R. 8 803 (1969)), HUD's internal equal employment
opportunity program, and HUD's minority business enterprise pro- '
gram. .

61. HUD response, supra note 47.. . ’ s

62. ' The number assigned varied from region to region. The following-was
the staffing (excluding the Regional Administrator) of HUD regional
offices at the time Commission staff conducted interviews in those offices:
.Boston = one part-time and three full-time professionals; Fort Worth -

11 full-time professionals; San Francisco - 1 part-time and 11

fullatime professionals, and 2 gemiprofessionals; Chicago - 1 part-

time and 11 full-time professionals.
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Ce. Area and Insuring Offices

HUD has 39 area offices, with direct funding responsibilities
for the\vgrious housing, planning, and community development programs
in Eheirgéographic jurisdiction; and 38 insuring offices, all with

direct funding responsibilities for Federal Héusing Administration

63 . .
(FHA) programs within their jutisdictions.. The directors‘af both

levels of offices report to the regignaf'administrators. All applica-

-

tions for insurance, loans, and grants under these programs are thus
‘submitted to area and insuring offices, which have the ‘decisionmaking

responsibility of approving or disapproving them, . : e.
In each area office there is an equal oppbrtunity divisibn?4

responsible for reviewing affirmative marketing plans65 and for over-

seeing the ‘program staff's implementation of equal opportunity standards.66

One hundred and fifty-two persons in the HUD area offices we;e assigned

-

, full-time civil rights responsibilities in fiscal year 1973, an increase

pf 11 since figecal yéér 1972. A total of 50 persons were assigned in

=

prdgrams under the provisions of the National Housing Act, .The FHA proe-

vides insurance for private lenders against loss on mortgage% financing®

homes, multifamily projects, land development projects, and group practice
facilities projects and against loss O loans for property improvements.

In addition, it insures investments in rental housing projects. FHA

programs are similar to Veterans Administration housing programs. See -
Chapter 3, Veterans Administration, Section I. '

633EThe FHA is an organizational unit within HUD which operates insurance

64. These divisions average almost four persons per office.
65. Affirmative marketing plans are discussed further in Section IV, p.76 infra.

¢t
/ [ ]
66. Program standards are discussed further in Section 1V, p.71 infra.

r T 45
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fiscal yZat 1973 to the fnsuring offices to carry out fulletime civil rights

A}

responsibilities. For the]first time, in fiscal year 1973, there were equal
kf the FHA insuring offices. Most of these persons

opportunity staff ir| most
were equal opportunity specialists’and some were equal opportunity directors.

\\ As of November 1974 there were eight equal opportunity director positions in
67

insuring offices. The equal opportunity specialists, geneta11§ without additioﬁal
stéff or clerical assistance, and tGg\fqual opportunity directors are tesponéible

for oversight of program standards. As of April 1973 nine insuring offices had
d 68 !
not been assigned equal opportunity staff. . T

5}

-] 13 . .
Equal opportunity staff in both the area and insuring offices provide equal
©

opportunity training and technical assistance for other HUD area and insuring‘

office staff. They also provide such assistance to members of the real estate
69
industry and local offices seeking guidance in meeting HUD requirements.

.

D. Training
. 70
HUD's civil rights training has greatly improved during the past year. In the early

summer of 1972, HUD developed the "Star Training Program" which was a special effort to
. . n
increase job opportunities for HUD staff employed outside the area of equal opportunity.

.
A

67. November 1974 Toote letter, supra note 32.

68. Ag of August-1973, there was no equal opportunity staff assigned in the

following insuring offices: Region I - Bangor, Me,, and Burlingtom, Vt,; Region II =
Albany, N.Y.; Region VII = Des Moines, Iowa,; Region VIII- Helena, Mont,; Fargo, N.D.,
Sioux Falls, S.D., Salt Lake City, Ut., and Casper, Wyo, -

69. The area and insuring offices' equal opportumity staff provide technical
assistance to program staff when necessary with regard to internal employment
and minority entreprencurship. . -

70. Until fiscal year 1972, HUD's equal opportunity training was largely ad hoc.
See The Federal Civil Rights Enforcement Effort--A Reassessment, supra note 41, ‘at 132,

71. It was instituted at the time of the April 1972 reorganization of HUD's equal
opportunity office when there were expanded career opportunities at the area and
insuring office level. Twenty program staff members received this "Star Training"
. O ind were subsequently placed in area and insuring offices as equal opportunity
ERICipecialists. -
7. 46
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. This program involved 4 . weeks of intensive classroom training conducted in

“ 72
" Washington, followed by 8 ‘weeks of on~the=job training,

From June S\Ehrough June 10, 1972, the central office staff conducted the

’

Equal Opportunity Spring Training Program with the major goal of provihiug
) 73
training in all areas of responsibility.to the. 20 newly appointed directors

. 3 .

of complianéé_and directors of field support and evaluation for the regional
offices.74 The central office personnel of the Office of Civil Rights Cowpliaqge
and Enforcement- held a HUD NationaliEqual 0pp6rtunity Compliance and Enforcement
Tféinfhg Conference in Chicago from December 18, 1972, to December 21, 1972,

The central theme of the conference was thé effective use of procedures to -
effect meaningful and timely remedies foi complaints under Title VI, Title VIII,
and £xecutive Orders 11063, 112467583 amended, and ].1478.76 Case studies were

used to highlight practical areas of concern and to elicit group participation.
. . X ‘

' 72. The purpose of the classroom tréining was to familiarize the trainees with
HUD's “equal opportunity responsibilities., It included about a week of intensive
training on conducting complaint investigations and compliance reviews.

73, The 10 Assistant Regional Administrators for Equal Opporthnity ‘were  also

in attendance. Each trainee received approximately 40 hours of training in all
areas of HUD's civil rights compliance responsibilities. On June 11, the 77

area and insuring qffice equal opportunity directors, as well as the 20 Star
trainees met for a full day of treining devoted exg}naively to affirmativa,/,,,_\\

marketing,
74, “These two positions were created in the April 1972 reorganizatdion and, -
therzfote, required the directors to be trained for their new responsibvilities,

75, This Executive order as amended prohibits discrimination because of race,
creed, color, national origin, and sex in employment by govermnment contractors and
subcontractors, and'in federally-assisted construction contrasts. The Executive
orders also require affirmative action by those covered to overcome any under=
utilization of minorities and women. ks

76. Executive Order 11478, 3 C.F.R. 8 803 (1969), prohibits discrimination
in Federal employment because of race, colur, religion, sex, or national
origin and directs each department or agency to establish a continuing
affirmative program of equal employment opportunity,

oy
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Forty-three equal opportunity specialists working in cogpliance and
enforcement in HUD's 10 regional offices, together with nine -regional
counsel representatives diriftly 1nvol;ed in coTpliance activitie;;
participated ln a\S-day session. consisting of 3§ training hours.

From April 16 through 20, 1973, the HUD Training Conference for
Equal'Opportunity Specialists was held at the HUD-East Training Cen 4
in Rosslyn, Virginia. The conferenc;x conducted bg the central office

'stéff'of the Office®of Compliance and Enforcement, had as its principal
subject &atters both Title VIII and contract compliance investigative

79
procedures.

.
E

In addition to the previously discussed national conferences, the

central office, in cooperation with specific regional offices, provided
N

training to central, regional, area, and insuring office steffs in Title VI,

Title VIII, and Executive Order 11246 enforcemeyt and implementation of

/

program standards. This training, which lasteé 32 hours, was conducted in
p : . 80
Regional 111, 1V, V, VII, VIII, IX, and X. ’
This brief overview of the organizational structure, staffing, and

1

-~

77. HUD response, Supra note 47.

78. 1Two training centers called HUD-East,and HUD-West (Denver, Colo.) ;;;E\\
established by HUD in 1972. These centers are used by HU. ~ provide
training to HUD qrogram staff in their program responsibilities as well as
téabrovide civ}fprightsvtraining to equal opportunity staff.

79. The training atéempted to equip each trainee.with the necessary skills
to successfully investigate housing discrimination cases, including fact-
gathering and preparation of the final investigation report. Twenty-seven
regional office trainee staff-level pérsonnel, who were- newly assigned to
equal opportunity or who had received mo previous training, were in atten-
dance. Approximately 40 hours were involved in the training, which was
followed by a period of on-the-job training.

80. The following are examples of the equal opportunity subjects covered

in the training: £field office role in Title VIII complaint processing;

Executive Order 11246 compliance; Title VI complaints and compliance reviews;

use of census data in equal opportunity; program standards; water and sewer

and 701 planning programs; workable programs; reyiewing and moni toring of

affirmative fair housing marketing programs; annual arrangements; and volun-
I<Ik:y compliance in housing and community deyelopment programs.

5 . -
e ~ Cas . =

r
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‘ training activit}es in the fair housing area indicates that the- »
Department of H;usigg and Urban Development has been increasing its
investigative energy and resources in the area of fair housing. The
.remainder of tg; HU£ report will settforth the Commission's reasons for
believiry that this increased investment has' had to date a minimal i?pact
on the elimination, in our Natfbn, of segregated housing.

)

III. Compliance Mechanisms °

el

A. Fair Housing Activities--Title VIII

- 1. Complaints A . '

HUD's fair housing progra@ continues to be oriented toward the
investigation of c0mplaints,8L a largely ad hoc approach'to the ‘prevention '
and eiimination of housing discrimiﬁatio:? This is important.but must be
continued. Nevertheless, HUD needs to focus more strongly on community
wide pattern and pract}ce reviews as a me;ns to bring asout fair housing

" to all citizens. HUD reports .that approximately 52 percent of

equal opportunity regional staff time is spent on the enforcement of

81. HUD notes that this is because of its mandate from the Congress. HUD stateq:

The Department of Housing and Urban Development is not - »
authorized to ignore a congressional mandate to pro-

cess complaints of housing discrimination as required by
Title VIII of the Civil Rights Act of 1968, Section 810(a)
to process complaints of housing discrimination.

November 1974 Toote letter Supra note 32. R

o %,

82. HUD recognizes that a‘complaint-~oriented enforcement system will not
'Y in the long run make fair housing a reality. It has expressed hope that it

will be getting away from a solely complaint-oriented system through the

development @f affirmative marketing agreements. Dr. Toote stated:

. wWhile we have not yet had sufficient experience in
evaluating the impact of these agreements, we believe
they can be of great assistance in breaking down dual

,market operations.’-Attachment to letter from Dr. Gloria
E. Toote, Assistant Secretary for Equal Opportunity,
Department of Housing and Urban Developmept, to John A.
Buggs, Staff Director, United States Commission on

- Civil Rights, Sept. 16, ‘1974,

Q ?ﬁese agreements, which are discussed on pp.'76-91 infra have not resulted in
]E[{J!:lignificant progress toward fair housing, however.

IText Provided by ERIC
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Title VIII. As in previous years, HUD reported that nearly all of

this Title VIII effort is devoted to tﬂé processing of tomplaints.

During the first 9 months of fiscal year 1973, HUD regional offices

rece?ved a total of 2,053 Title VIII complai.nts,84 an average of almost

230 complaints per month. This represenes an increase of more than T
25 percent over Title VIII complaints received by HUD during fiscal year
1972.85 The largest number of complaints--454--was received by the

 San Francisco Regional Office, and the smallest number--24--by the Boston

Regional Office.
. ~N
HUD regional offices attribute the number of complaints, nearly
douple that received in fiscal year 1971, to. an advertising and publi:/gf
—

ampaign begun in the eastern Unlted States in 1971. The campaign, using

-~ . the theme "HUD Opens Doors," utilized television, radio, and posters to

86
publicize HUD's ™iot-Line" number for toll-free telephoning of complaints.

‘

83. HUD response, supra note 47. HUD statistics were obtained from a Depart=-
mental Time and Cost Reporting System in operation since August 1972. There ¢~
is wide variation in the amount of time spent on Title VIII compliance. For
example, the Chicago office aevotes 85-90 percent of its time on Title VIII
compliance. Interview with Thomas Higginbotham, Director, Compliance Division,
-HUD Regional Office, Chicago, Ill., in Chicage, May 5, 1973. The remaining

time is spent on Title VI, Executive Order 11063, internal equal employment
opportunity, contract compliance, and minority entrepreneurship.

84. Of the complainants who could be identified by race, HUD reports ﬁLe
following: 80.5 percent, black; 8.8 percent, white nomminority; 6.9 percent,
Spanish, speaking; 1.4 percent, American Indian; 6 percent, Asian American; and
1.8 percent, other.

85." In fiscal year 1972 HUD received 2,159 Title VIII complaints, about

180 per month. {

86. The calls are received at HUD's central office in Washington, where the
complainant can leave a recorded message stating where she or he can be reached.
The complainant is later contacted by HUD to obtain more information on the
complaint and the complaint is forwarded to the appropriate regional office for
investigation. One regional office staff member stated that.many complaints are
lost through this procedure because it takes several weeks from the initial call
for the complaint to reach the regional office. Interview with Barbara Jones,
pliance Specialist, HUD Regional Office, Chicago, Ill., in Chicago,

EK 15, 1973 _' T 50
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In June 1972, the advertising campaign was expanded west of the Mississippi,
and HUD reports that as a resylt, regional offices in that area began to
receiv; increase& complaints. %or example, the Fort Worth Regional Office i
received 91 complaints in fiscal year 1972 and 272 complaints during the
first 7 months of fiscal year\1973: The San Francisco Regioné& Office
received 381 complaints during fiscal ye.tr 1972 and 328 c0mpla£nts during
the first 7 months of fiscal year 1973.87 Complaints have continued
to increase east of the Mississippi as well. The Chicago Regiqnal
Office received 206 complaints in fiscal year 1972 and 239 complaints“ -
during the first 10 months of fiscal year 1973.88 v |

Although HUD's increased efforts to make the public aware of its rights
to file housing ‘discrimination complaints should be commended, it should
also be noted that these efforts do not extend equally to all segments of !
the minority community. Although the fair housing édvertising campaign
includes television and radio annou:;;pents and posters and fair housing

pamphlets in Spanish, HUD regional o0ffice staff expressed thé belief that

i

87. San Francisco's complaint volume was higher than most HUD offices prior
to the campaigp, in part due to a& special publicity campaign ''Operation
Sentinel" funded by HUD in northern California during 1971. In February 1971,
the National Committee Against Discrimination in Housing gave $6,000 of a HUD
grant to '"Operation Sentinel," a group staffed by the Mid-peninsula Urban
Coalition in Palo Alto, California. "Operation Sentinel" devised a 6 month
series of radio and television spot announcements publicizing, the Fair Housing
Law and HUD's role in responding to complaints. When the first graht expired,
"Operation Sentinel" received another $10,000 grant from HUD to continue the
publicity campaign for 6 more months.
88. The largest number of complaints, approximately 20 percent or 54 of-239,
came from Ohio. FairThousing groups such as the Housing Opportunities Made
Equal of Cincinnati, the Housing Opportunities Center of Cleveland, and its
branch in Columbus, are very active and assist persons in filing discrimination
complaints as well as informing them of their rights. In addition, the
Chicago Regional Office staff believe that the advertising campaign is more
visible and aggressive in Ohio than in the other States in the region.

QO 'ones interview, supra note 86. - <
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. 89
they are noE_reaching the Spanish speaking community. HUD, has made no

special effort to distribute fair housing posters and brochures in Spanish

except to its own field offices. Builders, developers, lenders, and real %0
eséate brokers are, thus, generally not supplied with materials in Spenish.

. There are no materials available in languages other than Spanish or English;

for example, Chinese, Japanese, or in Native American languages. )
91 92
“Only 5 percent of the complaints fronf persons known to be minority

A\

H
received in the Chicago Regional Gfi!ce during the first 9 months of fiscal

year 1973 were from complainants of ‘Spanish speaking background and no
93 '

complaints were received from Native Americans. Approximately 9 percent

of complaints received from persons known to be minorities in the Fort Worth

Regional Office during fiscal year 1973 were from complainants of Spanish
94 95

speaking origin and 1 percéht were from Native Americans.’ Very few

N

L] 1

89. Interview with Marvin R. Smith, Director, Compliance Division, HUD

Regional Office, San Francisco, Cal., in San Francisco, Mar. .19, 1973, and

Higginbotham interview, supra note 83. In Marth 1968, the Fort Worth Regional

Office held a conference in El Paso with participants from nearly 300 Spanish

speaking community groups and local and national organizations from Texas and

New Mexico. At that time, however, the Federal Fair Housing Law was not even
* in existence. There has been no followup to the conference.

. 90. Jones inte}view, supra note 86.

91. HOD does not know the race and ethnic origin of more than 10 percent of
its complainants throughout the United States.

92, One hundred and eighty-one of the 210 complaints received in Chicago from
July 1972 to March 1973 were from minorities; 172 were from blacks; 1 was from
a Puerto Rican, 6 from Mexican Americans, and 2 from Cuban Americans.-

93 . NJUD response, supra note 47. According to the 1970 census, there were
3,914,692 minority persons in the Chicago region. ‘More than 19 percent of the

s minority population were of Spanish speaking background (757,024) . Census
also reports that there were 74,206 Native Americans in the Chicago region,
approximately 2 percent of the minority population.

.94. HUD response, supra note 47. As of the 1970 census, there were 5,611,261
minority persons in the Fort Worth region. Approximately 40.9 percent of that
population (2,295,419) were of Spanish speaking background.

95. As of the 1970 census, there were 196,521 Native Americans in the Fort Worth
*noion, which is approximately 3.5 percent of the minority population.

ERIC . 7. 52
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complaints were received from any part of New Mexico, which has large
concentrations of Mexican American and Native American families, or from
west or south Texas, which are heavily populated by Mexican Americans. .

In the San Francisco office, during the first 9 months of fiscal yeér

persons known to be minority were from families of Spanisb speaking back-
96 97

é?bund 2 percent from Asian Ameritans, and'about 2 percent from Native
98 ’

Anmericans. Very few complaints were from Nevada or Arizona, States with
gsubstantial populations of Mexican Americans and Native Americans. The

1973, énly 13 percent of housing discrimination complaints received from ' )
complaints which the San Francisco office did receive from Native Americans ]
* 99
came from southern California and.the HUD office believes that this is due 1

to the existence of an Indian organization in Los Angeles which has beca '

-

assisting Indians who have encountered discrimination to file complaints with
100

HUD. .

Equal opportunity staff.in all the regional offices visited by

Commission staff attributed the lack of complaints from people of Spanish

v ’

hY
96. As of the 1970 census, there were 5,548,139 minority persons in the
San Francisco region. Approximateby 48.3 percent of ‘that™population
(2,679,123) were of Spanish speaking background.

97. As of the 1970 census, there were 895!915 Asiaf Americans in the San
Francisco regton, which'is approximately 16,1 percent of the minority population.

98. As of the 1970 census, there were 195,889 Native Americans in the San ¢
Francisco region, which is approximately 3.5 percent of the minority population.

99, Marvin Smith interview, Supra note 89.

100. This organization, the Urban~Indian Development Association (UIDA),
provides orientagion and assistance to Indians coming.to the Los Angeles area
from reservations.




" gpeaking background, Native Americans, and Asian Americans to a lack of

awareness of the law and dynicism regarding remedies for discrimination

- 101
which can only be overcome by education regarding fair housing rights,

2. Complaint Backlog
As of March 31, 1973 HUD had on hand 464 uninvestigated compliints,

/ well over 20 percent of the complaints it had received in fiscal year
. . 102
1973, and 622 complaints (over 30 percent) which it had not resolved.

One reason for HUD's sizeable bac.k‘log is the lengthy processing time

103 ‘
for Title VIII complaints.

101. Interview with Harold Odom, Chief of Compliance, HUD Regional Office,
Fort Worth, Tex., in Fort Worth, Jan, 29, 1973, Marvin Smith interview,
supra note 89; Higginbotham interview, supra note 83. .

) . .
. res : e, supra note 47, Boston, which received only 29 ¢
tg:phﬁgs inpg:: Eiut 9 mo=+hs of fiscal year 1973, had only 1 uninvestigated
e complaint on hand at that time; Chicago, which had received 210 comph.(mfn, ,
had 45, (21.4 percent) univestigated complaints on hand; Dallas, which had
receifr}d 335 complaints, had not investigated 133 of them (39.7 percent);

San Francisco had received 454 complaints and had not investigated 373
(82,2 percent) of them, :

103. In_ March 1974, HUD established a task force to eliminate the Title ’ ..
VIII. complaint backiog. By the end of fiscal year 1974, HUD stated that

the task ‘force had closed 921 cases, which was a 255 percent increase over

an avérage equivalent period in fiscal year 1972. September 1974 Toot:.e

* letter, supra note 82. : ,

Q
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In 1972, the average processing time for a Title VIII complaint

104 . -
was 5% monthse In 1973 HUD informed this Commission that the handling
105
time still remains unchanged.  This protracted process seems unwarranted.

In fact, Commission staff were told by one HUD investigator in Chicago that it
takes approximately 80 person-hours to investigate a complaint, pre-

pare a final investigation report, and arrive at a determination for

106
resolution. Similarly, staff in the Fort Worth Regional Office estimate

104, HUD states:

While the average lasped time for pro-

cessing a Title VIII complaint was approxi-
mately 5 1/2 months in 1972, it is important

to indicate that continuous staff time is not
generally spent processing any individual for
that period of time, Continuous efforts are
going forward to reduce this time, Accordingly,
it is the opinion of this office that the com-
plaint processing itself is not protracted.
November 1974 Toote letter, supra note 32,

105. HUD response, supra note 47,

106, Jones interview, supra note 86, This investigator had 45 out-
standing complaints, 20 of which she was handling personally. The others
had been referred to State &nd local agencies for handling,

S35
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that & reasonable workload for a compliance officer would be 36 to 40
107
complaints per year. San Francisco staff were even more optimistic

abcut HUD's capacity. One regional staff member estimated that a staff

of six full-time equal opportunity compliance specialists are able to
108 .
close approximately 50 to 75 cases per month.

In order to expedite complaint processing, a 'Short-Form Processing
109
Procedure' for rental discrimination ccmplaints wag developed by HUD

and tested by the Philadeliphia Regional Office in the spring and summer -
of 1972. All regional offices were required to use this proceddire

starting in October 1972. HUD reports that this form has now been

adopted by all regional offices,lloalthough not all offices were using

this form at the time of Commission 1nterv1ews.111 When it was in use, one
regional staff member reported that it did not noticeably decrease their backlié?

107, However, one compliance specialist had harMled 34 cnsesnzghthe 6
months prior to the Commission interview and had ¢0 investigations

and five conciliations on hand at the time. Interview with Samuel Hudson,
Compliance Specialist, HUD Regional Office, Fort Worth, Tex., in Fort
Worth, Jan. 29, 1973.

108, Interview with Ted Simmons, Conciliator, HUD Regional Office, San'
Francisco, Cal., in San Francisco, Mar. 20, 1973.

109, This form is used to accelerate complaint handling in cases of rental
discrimination. Under this accelerated process, cases are assigned on a
priority basis for early investigation and a summary of the investigation
report is reported by telephone to the reglonal office. Conciliation
meetings are held forthwith and, if possible, an agreement i8 executed
during the conference itself. See Department of Housing and Urban Develop-
ment, Title VIII Field Operations Handbook EO 8020.1, revised.

110, HUD response, supra note &47.
v

111, Regions I, VI and IX were not using the "Short-Form Processing
Procedure" in November 1972, January 1973, and March 1973, respectively.

112, Higginbotham interview, supra note 83.

. 1
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Staff in all of the regional offices claim that their primary

problem in complaint disposition'is insufficienthstaff to conduct
complaint investigations and conciliati?ns.113 The time-consuming
steps in investigating coéplaints often include ownership research.lla
Indeed, HUD's investigation of Title VIII comp.aints appears generally
to have been thorough. ‘ -/.

115 .

While lack of staff is clearly a serious problem, the greatest
stumbling block to HUD's efficient and timely processing of complaints
lies in the necéssity to rely as hgavily.as it does on the conciliation
process itself. As noted in Sectifon II, Hpﬁ lqéks enforcement authority.
Its only weapon against a noncomplying reggondfnt is to refer her or his
case to the Department of Justice (DOJ),11 é d thus it may take years
to remedy a problem, if it can be remedied at;all. Consequently, this

lack of enforcement authority makes it very'd#fficult for HUD to resolve

the complaints it receives. {

|
|
|

113, Interview with Irving Horwitz, Assistant Regional Administrator: for
Equal Opportunity, HUD Regional Office, Chicago, :I11l., in Chicago, May 5,
1973; and Cliff Jeffers, Assistant Regional Administrator for Equal
Opportunity, HUD Regional Office, San Francisco, Cal., in San Francisco,
Mar. 19, 1973; Vera interview, supra note 42; and A. Maceo Smith interview,
supra note 42.

114, Ownership research is always part of any investigation in the Chicago
region. If the respondent is found to own other progerties, a.commitdei

to fair housing on these properties is included in the conciliation agree-
ment . 4

115. For example, the Chicago Regional Office has only nine professional
staff members to handle Title VIII, Title VI, and Executive Order 11246.
In April 1972, HUD underwent a reorganization and the Chicago Regional
Equal Opportunity Office lost five professional positions. In San Francisco,
the complaints division which handles Title VI, Title VIII, and Executive
Order 11063 has six full-time professionals and two assistants.

A

Referals to DOJ are discussed further in Sectiow VI, B, p. 126 infra.

— v
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HUD reports that between July 1972 and Marcﬁ 1973 a total of
1,601 Title VIII complaints were closed. HUD itself closed 1,214
cases and the remainder werf closed by State agencies to which HUD
had referred complai;t;. Only a few of these closed by HUlerouéht
relief to Eye coﬁplainants, illustrating the p&int“that the processing -
of individual complaints must be accompanied by a program Ebat wi{l
elimiqate the root c;uses of discrimination if there is to be genuine
progress in the direction of assuring equal opportunity in housing.

In fact only 262, or slightly more than one-fifth, of the 1,214 cases

closed by HUD went to conciliation.117 Of these 262 cases, Jjust over
one-half (54.2 percent) were conciliated suo;cessfully.118 The regional
offices visited by Commission staff had similar complaint closure records.119

.

117. The complaints which were not conciliated were "closed" as follows:
withdrawn-14 percent; insufficient information-13.2 percent; "decided not
to resolve"-51.2 percent. Those complaints which HUD "decided not to
resolve" were.generally ones in which no violation of Title VIII could be
substantiated. '"Decided not to resolve" means that HUD determines not to
conciliste, after.it has conducted an investigation to see if there appears
to be sufficient evidence of discrimination. 1974 Holbert interview, supra
note 40,

118. The complaints which were not conciliated successfully were as follows:
unsuccessful conciliations-39.3 percent; partially successful conciliations-
6.5 percent.

119. The regions visited by Commission staff had the following complaint
records between July 1972 and March 1973: Boston 24 closed, 6 closed by HUD, .
no conciliations; Chicago 115 &losed, 87 by HUD, 10 percent conciliated, 20
percent successfully; Fort Worth 187 closed, 186 by HUD, 38 percent con-
ciliated, 58 percent successfully;.6an Francisco 457 closed, 369 by HUD, 12.5
percent conciliated, 43.5 percent successfully. During the summer of 1972,
the San Francisco Regional Office funded a task force of seven law students
to handle investigations on a part-time basis and seven university professors
to conduct conciliations. As a result, more than 100 complaints were closed
during August and September 1972.

. 58
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The backlog found in most regional offices probably accounts
120

to some extent for Fhe large number of complaints "withdrawnh_;\\/ﬂ 121
by complainants who did not wait for ;;e end of the complaint process.. .
Régional office staff report that%anotheq,consequence of thé backlog

is that conciliations are often rushed. Conciliations may result

in 1pdiv14ual relief, such as éonetary ;amages for a complainant, over

and above obtaining the housing in question and the basic elements

122
of an agreement requiring affirmative action by the respondent,

Even a more serious deficiency than its delayed complaint process=-
ing is HUD's treatment of cases once they have been successfully resolved

througii conciliation, Ironically, once HUD has negotiated a hard=-won

agreement, it frequently makes mno effort to monitor the agreement td*

~ }
s .
120. In Boston only one complaint was withdrawn between 1972 and
. March 1973; in Chicago 17 (8.1 percent) were withdrawn; in Fort Worth 17
(5.1 percent) were withdrawn; in San Francisco 63 (13.9 percent) were
withdrawn, more than in any other regional office.

121. 1In Chicago, for examplesx a compliance officer e)timated that the .
majority of the region's complaints involve rental cases against fan-
agers and landlords. Since rental housing is a scarce commodity which

is generally needed immediately and HUD's backlog does not permit immedi-
ate investigation,the complainants often do not want HUD assistance by
the time HUD is ready to investigate their complaints. Jaones interview,

supra note 86. i .

122. This would includl an agreement by the landlord or broker to advertise

affirmatively, to put HUD, fair housing posters, and to report period-
ically to HUD on racial and ethnic occupancy of units. The Chicago office
reports that it always attempts to insert in the conciltation agreement
requirements similar tp the affirmative marketing requirements and, in
addition, it asks for reports on all projects owned by the respondent. Id.

. .
\ Y
' .
. ' ’ i
! «
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gee that f{t is carried out. HUD reported in July 1972 that compliance

reviews of ?i§£EVVIII conciliation agreements would be instituted on a

regular basis, béit more than 1 year later, HUD reports that it still has

) ”~
K . 125
not instituted such regular reviews.

-

123. 1In specific instances HUD sometimes has conducted limited monitoring
"of its conciliation agreements but this practice is not widespread. 1In
April 1972, the San Francisco Regional Office assigned a trainee to the
task ofymonitoring respondent reports and sending out followup letters

if the freports were not received. 1In a one-time effort in January 1973,
the Fort Warth office mailed out letters to respondents requesting reports
on positive action taken to comply with Title VIII. HUD recently stated:

HUD Reglonal offices received instructions regarding
compliance reviews of respondents who aie parties to
conciliation ‘agréements consymmated pursuant to Title
VIIT of the Civil Rights Act of 1968, The instructions
jncluded a Compliance Review Check List which is to be
. utilized for the conduct of such compliance reviews .

’ which hopefully will increase during.fiscal year 1975.

November 1974 Toote letter, supra note 32,

124, HUD réSponse to the Commission July 5, 1972, questionnaire contained, in

letter form from George Romney, Secretary of Housing and Urban Development,

tg T?eodore M. Hesburgh, Chairman, U.S, Commission on Civil Rights, August
18, 1972.

_125. HUD response, supra note 47. 24 C.F.R, § 115.1 (1974).

50 | ]
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3. Referrals to State and Local Agencies

. HpD currently refers Title VIII complaints to 28 States and 16
localities which have been fouPd to have fair housing powers substantiall&
equi%iifnt to those given to HUD by Tig}e7VIII of.thé Clvil Rights Act of
1968. HUD's central office is responsible for reviewing and evaléating
State and lo%zk)laws to determine if they.-qualify for substantial equiva-
. lency. status. 1f a State or local ageﬂcy is foudd-qualified, it is sent
a letter from'the central office notifying it thaé substantial equivalency
status has been granted andig;lt HUD will be ;efe;;ing complaints to it.
The ;eéional office-i8 then generally responsible for establishing the

affiliafion between HUD and the agency and informing it of procedures

L

P

126. A State or local agency is determined to be substantiakly
equivalent if the State or locality's fair housing law and its adminis-
tration provide Jights and remedies substantially equivalent to those
provided by HUD's administration of Title VIII, 1In the regions visited
by Commission staff, the following States and localities have been
granted substantial equivalency status by HUD: Boston Region-Connecticut,
Massachusetts, New Hampshire, Rhode Island, Vermont, Chicago Region-
Indiana, Illin01s Aurora, Peoria, Springfield and Urbana, I11,; Michigan;
Ann Arbor, Mich.; Minnesota; Ohio; Wisconsin; Fort Worth Region-New Mexico;
San Francisco Region-california Hawaii; Nevada,

13
127, > Interview with Kenneth Holbert, Director, Office of Civil Rights
Compliance and Enforcement, HUD, June 19, 1973,

61 ,
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128

thatjate to be followed. In August of 1973 HUD'central office staff

stated they were developing a model memorandum of understanding to be

‘ used by regional offices and State and local agencies because regions
. 129 -

differed in the agreements and procedures they had established. As of
<

November 1974, however, the model memorandum of understanding existed

130 \\\,/’ .

-only in draft form.

A total of 790 Title VIII complaints were referred to State an
. 131 .

local agencies between July 1972 and March 1973. The agencies closed
384 of these complaint cases and only 75 of these wete“hng}liated. As
of March 1973, State and local agencies had a backlog of 406 unresolved
complaéptS, a little over half of the number of comp}aint cases received

132
by them in the previous 9 months,

.

5]

128. Some regional staff members feel that the regional offices should be

given a larger voice in the decision to grant substantial ‘@quivalency
status. They allege that at times & State may not even know that it is
under consideratien for such status and i5 not prepated-to—accept

the responsibility. Thompson interview, supra note 42, and Horwitz
interview, supra note 113.

129, 1973 Holbert interview, supra note 127, In the San Francisco Regional
Office, all Title VIII complaints are referred to State and local agencies
with the exception of complaints where the respondent is receiving Federal
assistance. The Chicago Regional Office is considering requesting State

and local agencies in its area to waive referral rights in order to
accelerate rental complaints. The Boston Regional Office has a Memorandum

of Understanding with State and local agencies stating that when the agencies
receive complaints of discrimination involving HUD recipients, HUD will use
its leverage to achieve a resolution of the case, For example, HUD could
defer funding of the respondent pending a State resolution of a complaint
against the application; however, as of the Commission's interviews in Boston,

Mass., in November 1972, it had not done so.
130, Novembet 1974 Toote letter, supra note 32,

131, The fdilowing is a breakdown of complaint referrals to State and local
agencies by HUD regional offices: .-Boston 16; New York 84; Philadelphia 259;
Atlanta 7; Chicago 74; Fort Worth 2; Kansas City 15; Denver 7; San Francisco

319; Seattle 7.

R] (32 HD response, supra note 47 62
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Under Section 801(c) of Title VIII, HUD an'take action to recall

a complaint if a State or local agency has not commenced proceedings
within 30 dayg or, haJing done so, has not carried forward such ;roceed-
ings with reasonable promptness. According to a HUﬁ regional staff member,
complaints gre rarely recalled.133 Some HUD regional gtaff ﬁay be’
reluctant to recall complaints because they do not want to add to their
own wor%%oad and believe that HUD's backlog would only cause further
delays, ) Ig addition, HUD may be reluctant to recall complaints because
some complainants may benefit from State powers where they are stronger
than those afforded by Title VIII.135

HUD may rescind a State or local agency's substantial eéuivalency

status if it does not perform adequately in handling Title VIII com-

plaints referred by HUD. _According to the HUD central office, the

133, 1Interview with Lionel Jenkins, Compliance Office, HUD Regional Office,
Boston, Mass., in Boston, Nov, 14, 1972, HUD recently reported:

HUD staff have been instructed to §2ca11 com=
plaints when they qualify for recall pursuant to
Part 115, 37 F,R, 16540, Recognition of Sub-
stantially Equivalent Laws, November 1974 Toote
letter, supra note 32,

134, As of May 2, 1974, the Boston Regional Office has recalied oniy five

complaints since July 1971, even though State agency complhint processing
in the region is often backlogged. As of January 1973, the Fort Worth
‘* Regional Office had not recalled the one complaint it referred to New
Mexico during fiscal year 1973 although nothing has been done on it by
the State agency since it3 referral in August 1972,

An exception 18 the San Francisco Region. There, one State agency,
the California Fair Employment Practices Commission (FEPC), was so over~

whelmed with work that it returned 205 complaints. referred to it duXing
fiscal year 1972, and HUD had to recall an additional 44 complaints{for
lack of timely action on the part of the agency. As of January 1973,
the FEPC had returned 133 additional complaints and HUD had recalled 50
more, leaving the FEPC with 55 referred Title yII1 complaints,

135. For example, the Massachusetts Commission Against Discrimination may

hold hearings and subpena witnesses and material for such hearings.
Additional powers of the Massachusetts agency are discussed on P- 46

b '
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s 136
. agencies are given an ongoing evaluation. In some cases, regional

offices have recommended that HUD rescind a State agency's substantial
Heﬁuivalency status.137 HUD has been able to use its power to rescind

a State agency's substantial equivalency status to influenc; State
action. and strengthen the power andﬁabil;;y of State agencies to carry
out fair housing~enforcement.}38' , ,

The percentage of closed complaint cases conciliated by State
and local agencies~=19,5 percéng--approximates the percentage concili-
ated by HUD--21.6 percent. However, where HUD reports only 54.2 percent
of their case;;were éonqiliated successfuily, the State and local
agencies~reporf that 72 out of 75 or 96 percent of their conciliations
were successful. This may be indicative of a difference in standards

for "successful" conciliatfions, or it may reflect superior sanctions

available to the agencies Where conciliations prove unsuccessful.

136. This means that the agencies are continuously being monitored to

ascertain that their laws and powers are equivalent to those of HUD.
HolbeXt interview, supra note 127.

137. The San Francisco Regional Office recommended that the California
FEPC's status be rescinded. The Fort Worth Regional Office has warned
the New Mexico State agency that HUD might rescind its status.

138. 1In December 1972, HUD sent a letter to the Governor of California

regarding the processing of complaints by FEPC. Following the letter,
the FEPC was given additional staff and agreed to give housing com-
plaints a greater priority. The Virginia State agency was granted
tentative substantial equivalency status and later, after communica=
tions with HUD, money and staff were increased by the State and the
virginia fair housing law was amended. /

64
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Whgreas HUD's only alternative is to refer unsuccessfuy conciliations
to the Department of Justice, States sometimes have the power to obtain
a temporary re;training order to prevent a respondent from renting or
selling housing or Eo issue or request cea;é>and‘desist ordérs. The

Massachusetts Commission Against Discrimination, for example, has both

of these powers, >

Clearly the State and local agencies have good potential for

effecting fair housiqf across the Nation, and HUD resources, such as
technical assistance, might be used effectively to help them
aevelop this potential. HUﬁ,‘however, does not provide financial assis-

. tance to State and local agencies for the enforcement of faixishgausing

laws or even to process the complaints HUD forwards to them.

This is because in 1969, HUD-requested the authority and funds to

make such grants but Congress rejected the request.

139. 1974 Holbert interview, supra note 40.
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On an ongoing basis, some HUD regional offices have attempted to

providé technical assistance to State and local agencies to improve
140 ]
their fair housing enforcement operations. These efforts have not

yet been extended to all regional offices which refer complaints to
141
State and local agencies. ¢

In summary, the Commission investigatioh leads to the following
coqclusions: (1) that the complaint backlog has been so high as to
produce a lack of confidence in the ability of the Department to obtaip
timely relief; (2) Ehdt HUD could take action to reduce the\time §Laﬁ
involved in negotiations for compliance; and (3) that HUD often fails

to monitor the compliance agreements it does achieve.
| A

140. Equal opportunity staff in various regions have met with State and
local agency staff, including some agencies which have not been granted
substantial equivalency, to establish a cooperative working relationship
with as many agencies as possible. The Chizago office has held confer-
ences in Chicago and Champaign, I11., and in Detroit, Mich., to disciss
techniques in handling discrimination cases. The San Francisco Regional

Office has met with both the California FEPC staff and the executive
staff of the Hawaii State Regulatory Agency on numerous occasions.

141. Through fiscal year 1973, Region III (Philadelph;;;)and VI (Fort Worth)'
had not provided assistance to State and local agencies. HUD reported:
A

During fiscal year 1974, Region III, (Philadllphia)
provided training and technical assistance to states
and localities in its regional jurisdiction. States
and localities that received such assistance including
training are, as follows: Pennsylvania, Delaware, West
Virginia, District of Columbia, Maryland, Pittsburgh, Pa.,
Charleston, West Va., Philadelphia, Pa., Arlington County,
Va., and the City of Rockville, Md. Ncvember 1974 Toote
letter, supra note 32.

~
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B. Other Title VIZI Compliance Activities

1. Communitywide Pattern and Practice Reviews

In July 1972, HUD acknowledged the necessity for~communitywide

. 142 - .
investigations to identify patterns of housing dinct(gination, and

4

stated that it planned to conduct citywide reviews for total equal oppor-

tunity compliance with the fair housing law and with the nondiscrimina-

. 143
tion requiremﬁ?is for HUWD housing programs. HUD's central office has

not instructed regional offices to conduct such reviews and the Title

VIII Field Operation Handbook does not contain any specific guidelines
1
to be followeg?y\uost HUD regional offices are not making "pattern and

practice'”reviews,as they believe that the décision to ge ahead with
: : N ' 142

plans to conduct them.must be made by the central office.

3 -3 73 *
L) ~ ~ )
4 -

N

142, 1In communitywide tevié%s, HUD would examine such things as coverage
of State and local fair housing laws, the types and quglity_of activity

conductéd by fair -housing agencies, zoning ordinances, marketing acédvi-
_ ties of selected brokers and builders, wortgage .financing ‘practices of a
sample- of lenders, and data showing the ragial and ethnic composition of
neighborhoods throughout the area’ ’

L4
<
- %

143. The Federal Civil Rights Enforcement Effort--A Rgassessmeng, supra
note 41,-at 102, ' . .

144. HUD recently stated:

While we can incorporate Title.VIII revieus

in certain areas a{ong with, city-wide reviews,

a Title .VIII compliance review is hampered

because .our subpoena power extends only to the

investigation of complaints parsuant to Title

VIII. November 1974 Toote letter, :supra note 32.
- M : &

145, Vera interview, supra note 42; Odom interview, supra note 10l; and

Jeffers interview, gupra note 113, ‘

~

L4

~
[}

N
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HUD's reg%onél offices have sufficient authority from their Title
g cle

VIII mandate to implement 'such reviews without instruction from the !

central office. One regional office, Chicago, has conducted two such

. { .
reviews, without seeking or obtyining permission from Washington.. Both

reviews were conducted in 5510,.one in Parma, a suburb of Cleveland,

which passzd an ordinan.c prohibiting construction of public housing
\ - 146
without a referendum,

which opposed a moderate;income rental housing'project assigned to it
~ 147 . :

under a regional housing plan. NS
3 ) , ?

146, - The city -openly admitted that the ordinance's real purpose was

to exclyde.blacks. Horwitz intérview, supra note ‘113, o

147, This suburb was a. participant in the Miami Valley Plan whose main
goal s the dispersal of low- and moderate-xncome hcusing on an equitable
basis throughout the region. , - .
- «‘ -
- N N ) : - *
) ¥
S
v 1 i

- .
and the other in Morraine, a suburb of Dayton, -

5
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The Boston HUD Regional Office also conducted a study which co%%;
be called a pattern and practice review}48 It grew out of hearings
which explored blockbusting in the Boston area. HUD staff, in coopera-
tion with the Massachusetts Commission Against Discrimination, investiga-
ted practices of real estate brokers in racially changing neighborhoods.
The results of the study were never made public. Despite the evidence
of Title VIII violations which prompted the study,lboit resulted in no

— 151

HUD action against real estate brokers in the Boston area,
HUD, contrary to present practice, should assign a top priority

to pattern and practice reviews. If it did, such reviews would have

a major impact on discriminatory practices.

148. 1In addition, the San Francisco Regional Office conducted a '"community-
wide compliance review" of the city of Vallejo, California, in 1972, This
review concentrated on Title VI issues rather than Title VIII. (See note
170 infra.)

149. These hearings were held in September 1971 by the Federal Subcommittee
on Anti-trust and Monopoly of the Senate Judiciary Committee.

150. Senate hearings revealed widespread racial discrimination in the Boston
area. For example, in 1969 a coalition of banks had delineated a narrow

area as the only area for making FHA loans to "high risk black families."
Hearings on Competition in Real Estate and Mortgage Lending Before the
Subcomm. on Anti-trust and Monopoiy of the Senate Comm. on the Judiciary,

L4

151. ‘Interview with Pat Morse, Equal Opportunity Specialist, HUD Regional
Office, Boston, Mass., in Boston, Nov. 14, 1972. More information is not
available since the HUD report has remained in draft form and its contents
were not made available even to this Commission.
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2. Administrative Weetiqu

In November 1972, HUD issued regulations regarding "Fair Housing
152 ~
Administrative Meetings." ,' The purpose of these public méetings, is °
to identify and publicize/ﬁiscriminatory housing practices within a

locality and to "promote and assure" equal housing opportunity. No

administrative meetings were held in fiscal year 1973. Two such
\ 153
meetings, however, were held in fiscal yeqr 1974.

|
These meetings ?4e an important elemenF in HUD's execution of its

fair housing respo ;ibilities. Although a?ministrative meetings .

are informal and fo not directly result ininegotiations leading to compliance
with Title VIII,'they can provide impetus for formal HUD investigations,

and they would also provide public exposurelto discriminatory housing
conditions, often an important incentive td‘local movement for change.

It is HUD's responsibility to request the funds that would ensure that it

has sufficient staff for the holding of administrative meetings in accordance

with ite reéulations.

152. 24 C.F.R. 8 106.1 et seq. (1974).

. 153, The first administrative meeting dealt with military housing problems
and was held in Washington, D.C., in February 1974. The second meeting was
in Hartford, Conn., May 15-16, 1974, concerning discrimination in home
financing. In addition, HUD plans to hold two more meetings which will
concern persons of Spanish speaking background and Native Americans. As of
June 1974, the meeting concerning persons of Spanish speaking background
was postponed indefinitely. 1974 Holbert interview, supra note 40.

This meeting haq been scheduled twice and both times was cancelled with
little notice.

¢
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C. Egqual Opportunity Compliance in HUD Programs--Title VI

‘The HUD central office personnel estimate that 20 percent of equal

opportunity staff time both at the central and regional levels is
154

applied to Title VI compliance activity. This time is divided between
complaint investigations and compliance reviews of the operations of

HUD program recipients,

1, Complaints

As of the beginning of fiscal year 1973, HUD had Approximately 200

1

Title VI complaints on hand, It received a total of’73fgsadditional

Title VI complaints between July 1972 and March 1973¢ The vast
156
maifority of complaints were from blacks and ujyéllv alleged discrimination

/

154, HUD response, supra note 47, Some regional offices estimate, how-
ever, that they spend far less of their tigpe on Title VI compliance than

20 percent, - The San Francisco office estimated that its staff give between
10 and 15 percent of their time to Title VI, Marvin Smith interview, supra
note 89, The Chicage office estimated that only 5 to 10 percent of its
staff time was spent on Title VI activity. Higginbotham interview, supra
note 83, Regional staff attribute this to the priority placed on the
processing of Title VIII complaints,

155. The regional distribution of Title VI complaints received in Fiscal
Year 1973 is as follows: Boston 8; New York 21; Philadelphia 7; Atlanta 28;
Chicago 40; Fort Worth 40; Kansas City 64; Denver 3; -San Francisco 19;
Seattle 2, HUD response, supra note 47,

156. The following is a breakdown of complainants by racial and ethnic
characteristics for complaints received in fiscal year 1973:; black 131
(56.5 percent); Spanish speaking baékground 18 (7.8 percent); nonminority
7 (3.0 percent); American Indian 1 (0.4 percent); Filipino 1 (0.4 percent);
‘and 74 unknown (31.9 percent.) Id. .




y 157
by & local.housing authority,

During the first 9 months of fiscal year 1973, HUD closed 204
158 -

Title VI complaints. HUD reports that of those closed, only 27

were c&ses of noncompliance in which HUD achieved voluntarily com-
159
pliance. As of the end of March 1973, there was a backlog of wmore

than 200 opeﬁ cases, that is, a backlog of almost 9 months. 160

157. A breakdown of Title VI/respondents is as follows: local housing
authorities 1lu4; local and cfty government and city organizations and
agencies 40; urban renewal #nd redevelopment agencies 31; model city
agencies 23; gevelopers 13; HUD 7; councils of government 2; resort

commission 1; United Businessman Association 1; YMCA 1; Farmers Home
Administration 1; manpower commission l; rental cooperative 1; unknown, 6. Id.

158, The regional distribution of Title VI complaint closures is as

follows: Boston I4; New York 16; Philadelﬁhia 8; Atlanta 55; Chicago 27;
Fort Wgrtﬁ 43; Kansas City 9; Denver 2; San Francisco 21 ; Seattle 9, I1d.

159. . HUD indicates that the remaining cases were closed for the following

reasons: 6 complaints were withdrawn; 77 cases were not valid complaints

of/aiscrimination; that is, even if the allegations had been true, they would

not have constituted violations of Title VI; in 13 cases-HUD found the

recipients' in compliance and 81 cases were closed for "other" reasons,

,Ancluding cases where HUD "had no jurisdiction," cases which were handled
.+ under Title VIII, and other adminisirative closings., Id.

/
/

/ 160, As with Title VIII complainta, HUD's inveatigatiSE of Title VI complaints
appears to have been thorough., HUD central office staff estimate that an

average Title VI ccmplaint investigation might involve 40 hours gnd that an

investigation of a complex case might involve 60 to 100 hours. Id., Regional

office estimates tended to approach or even exceed the larger figure. The

Fort Worth Regional Office estimated that a Title VI.complaint takes an

average of .3 workweeks for investigation., The San Francisco office

estimated 2 workweeks for a Title VI complaint investigation.

/
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Some of these open cases are ones in which HUD has found dig?rimination

:

but has been unable to achieve voluntary compliance. In these cases HUD

-~

" has not imposed sanctions but rathe; continues to rely on protracted

negotiations. The Washington office could not provide any information
- ' 161 .

on the number of such comﬁlaints. HUD reported that‘¥%§on1y information

L » , . . k4
"-closed. Reglonal offices report data to Washington in tne following categories: /

on complaint resolqtidn is thet tabulated in the regions on the cases

achievement of voluntary compliance, no discrimination, withdrhwals, and ;

” . * /
‘-Sanctiong imposed. 'Although in November 1974 the central office g- /

statistics on the instances of noncompliance in which compliante was not

: acﬁie&ed voluntarily, such data were apparently not available in 1973 when |

-~

the Commission requested such data from HUD. On the other hand; at the

timé of Commission staff interviews, statistics from HUD field offices maintained

. - R >
in the regions but apparently not reported to Washington, indicated that there

163.
were a large number of such cases, which were in fact inactive.

-

161, HUD response, supra note &47.

s
162, 1d.

163. The Boston Regional Office records show that as of August 1972,‘1¥
Title VI complaints had been oOpen more than 4 months and 8 for more

‘than 6 months. The Chicago Regional Office had 58 cases open in April

1973. One had been pending for & years, 6 for 3 years, 4 for 2 years

and 15 for 1 year. The Fort Worth office had 34 Title VI complaints '
pendimg as oéiJanuary 1973, of which 14 had been pending for 8 months.
" The San Franclsco office had 38 Title VI complaints pending as January

1973. Twenty four cases had been open more than 6 months and 6 had been .
pending for more than a year.

73

.
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The HUD policy on Title VI complaint investigations encourages
compliancte reviews, stating Fhat the investiéation must address the
causative fact which produces the discriminatory aatct:.lé\4 The extent
to which compliance reviews result fro; complaint inyestigatiens is
discretionary ta.he regional offices. A%} of the régiongihpffices
visited by Commission staff sometimes conduct overall compliance reviews

of the Title VI recipients at the same time that they investigate individual

cgmpIQZnts.

164, See HUD Titie VI Handbook 8000.3, Chapter 2, Section 1. For example,
HUD noted that a site selection complaint might have implications for'the
opevation of a tenant assignwent policy by a local housing authority.

. ) . ‘
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The Fort Worth office always conducts a compliance review of the

respondent when investigating a Title VI complaint; the San Francisco
T

office expends 40 percent of its complaint investigations into compliance

reviews, depending on the issue and the current workload. The Chicago

office makes a decision to conduct a compliance review when there is a
complaint in’'which it appears there is a need to investigdte more than
one dssue, when there is a complgint with a large number of allegations,
or wvhen a cogplaint 18 referred g; an area office,
2,. Compliance Reviews ' :

-Compliance'reviews, because they include all aspects of the
operation of a‘HUD-funded agency program, are a far more effective and
syQtematic way of assuring the nondiscriminatory operation of the programs
than complaiﬁt investigations, which T?y address only one aspect.
However, éany regional equal opportu;igy off iceg report that they are
so0 understaffed‘that they are generally able to conduct Title VI
compliance reviews only as a byproduct of Title VI complaint inveétiga-

165 ~ |
tions, HUD conducted 80 Title VI compliance reviews between July 1972

165, The Fort Worth office for exampfe, reported that it rarely conducts
Title VI compliance reviews which are not based on complaints. Inhe

Boston Office has conducted only seven Title VI compliance reviews since
July 1971, Four of the seven resulted from Title VI complaint investiga-
tions, ( :




U

57
166 .
and March 1973, Forty-aine of the reviews originated from Title VI

complaints,

HUD reviews have focused principally on local housing author-
ities}67 despite evidence of discrimiﬁation by other recipients,
especially developers of subsidized housing., For example, the Dallas
Area Office Equal Opportunity Director stated that the subsidized
projects in Dallas are almost totally segregated.le‘Yet few builders
and developers of HUD-assisted housing have been the subject of HUD
Title VI cémpliance'teviewo in Region VI or any other region, The'
Title VI Handbook contains checkli§;s for compliance reviews of housing
authorities, urban renewal and relocation agencies, and community

development agencies. It does not include checklists for reviews of

developers, builders, and sponsors of subsidized housing.

-

166, HUD response, supra note 47. HUD reported that the Title ¥I
compliance reviews were distributed between regional offices as follows:

! Boston 2; ¥ew York 16; Philadelphia 15; Atlanta 10; Chicago 18; Fort Worth
5; Kansas City 10; Denver none; San Francisco 4; Seattle none,

167, Fifty-one of the 80 reviews were of local housing authorities
The distribution of the other 29 program recipients reviewed was as follows:

local city government jJand city agencies 19; urban renewal agencies 4;

model city agencies 2; regional planning agencies 2; developers 1; county
governments 1. ’

168, Interview with Higginio Elizondo, Director, \Equal Opportunity Division,
HUD Area Office, Dallas, Tex., in Dallas, Jan. 31,\ 1973. .
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In fiscal year 1972, HUD determined that itéwOuld first focus on

local housing authorities and conduct Title VI communitywide compliance

169
reviews .during the third and fourth quarters.. HUD set no goals for

the number of reviews to be conducted. 1In fact, few offices conducted

communitywide reviews because of their heavy workloads and the length
i

of time and size of staff needed to do such a review, Thz only office *

vigited by Commission staff which did a communitywide Title VI compliance
170 -
review was San Francisco.

e

169, There is a difference betweern Title VIII and Title VI comnunitywide
reviews, In Title VIII communitywide reviews,HUD attempts to identify

housing discrimination practices and patterns, To do so, it must focus

on discrimination in the sale and rental, advertising, and financing of
housing, and on the provisions of real estate brokerage services, Thus, {#/
this type of review examines things such as coverage of State and local

fair housing laws, types and quality of activity conducted by fair housing
agencies, zoning ordinances, marketing activities of brokers and builders,
mortgage financing practices of lenders, and data showiirlg.the racial.and ethnic
composition of neighborhoods throughout the area., On the other hen', Title

V1 communitywide reviews are limited only to examining all agencies through=-
out the area epat have programs funded by HUD, -

'170. The review was done of Vallejo, Cal. in May 1972. The regional
office selected Vallejo because several Title VI and Title YIII complaints

had been received concerning the housing authority and the redevelopment

agency, and because the city has participated in a large number of HUD

programs in the last 15 years, Subject to review were the Vallejo Housing -
Authority, which administers the city's public housing projects; the city
redevelopment agency, .which administers urban renewal, code enforcement,

and neighborhood development programs; the greater Vallejo recreation
district, administering HUD's open space and neighborhood facilities grants:
the city flood disf?!ct, which administers HUD's water and ~ sewer grants;
_and finally, sponsors of five subsidized housing and rent supplement projects.
The objective of the review was to examine the administration lof all HUD
programs in the city and evaluate their impact on increasing hous{ng
opportunities for minorities and minority participation in HUD programs,

With one exception, HUD found no evidence of discrimination in the various
aspectd of the programs which it reviewed, e.g.,, site selection and tenant

selection for public and subsidized housing projects; relocation services; /y
services provided to the minority community by water and sewer lines,

parks, and neighborhood facilities; dispersal of leased hoising units, and

city agency employment, The exception was the city government itself,

which was severely lacking in the employment of minorities, 'A§ the conclu=~

sion of the feview, HUD made only one recommendation--to increase empldyment

of minorities in city government and increase opportunity for minorities in

technical and professional city jobs,
Q

ERIC

IToxt Provided by ERI
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. Sﬂartly after the reorganization of the equal opportunity program

in April 1972, the central office instructed regional equal opportunity
. 171 ’
staff to identify Title VI problems with "remedy potential and to use
172
these to establish priority areas.for Title VI compliance activities.

-

Regiohal staff interviewed by the Commission, however, were apparently

(3

often unaware of this directive and stated that the central office had not

given them any direction. ‘

In January 1974, 6 months into fiscal year 1974, HUD formally
173
established Title VI compliance review goals for that fiscal year.

Up to that time goals had been set only for regional offices to continue

:

5«...'
/ 4’!
; i

, to identify "rem}dy}potential" cases, Regional offices themselves did
| .

N :
Kﬁ 171. A HUD zzféLal office official defined a problem with "remedy potential
‘ as an instan f possible noncompliance by a funded agency which has a
strong financial relationship with HUD. HUD can then use the leverage of

its funds to bring about compliance. He alsg ed that the problem must not
be too complex so that HUD equal opportunity staff could understand and
analyze it without investing an inordinate amount of time in it, 1973 -
Holbert interview, supra note 127,

172. L. , )

173. HUD recently q?ated:

Title VI compliance review goals for fiscal year
1974 were discussed at the Assistant Regional
Administrators' meetings held in August and n
October of 1973. In'January 1974, HUD Regional '
{ 0ffices of Equal Opportunity received a formal -
memorandum which established Title VI compliance
review goals for FY 1974, November 1974 Toote
\ letter, supra note 32, .

= (
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* ~ : o 174 .
not ‘set rigorous schedules for Title VI compliance reviews.. Regional
. » - v ' . 175
_ offic§ time, according to the central office, is being uged fof training,

The regional offices thus have very little time left for establishing their
/

own compiiance review goals. HUD's central office, which could issue
\ H ’

guidelines ng the establishment of goals, admits that complaints will

. ‘ 176

undoubtedly continue to play the major role in regional office decisions.

/

174. Examples which illustrate HUD Regional Office schedules for
conducting compliance reviews follow: As of November 1972, the Boston
Regiopal Office had planned only two compliance reviews, both of them

as a result of complaints. Neither the Fort Worth nor the San Francisco
Regional Offices successfully drafted and executed an overall plan for
compliance reviews, There were two reviews initiated by Fort Worth during
fiscal year 1973, but these were based on ad hoc recommendations, one' from
a former HUD employee, and one from the Dallas Area Office. The San
Francisco office had planned three reviews but, as of January 1973, had con-
ducted only one. The Chicago office had planned 20 reviews for fiscal
year 1973, an ambitious schedule; nonetheless, 12 of these were originally
scheduled for fiscal year 1972,

175. 1973 Holbert interview, supra note 127. i
176. Id.

79




61

i
3. Compliance Agreements

~ *

Until March 1, 1973, although) the regional equal opportunity o?fices

conducted all complaint investigdtions and compliance reviews, they did
177
- \
Mot participate in the negotiations to remedy any deficiencies un-

covered, Rather, they made recommendations to the Area Office Directors,

vho were r85ponsib1e°for negotiating with the respondents, At times the

Area Directors ignored the recommendations of the'equal opportunity
178.

staff, o

S

?

177. A; instance which illuetrates the problem of the equal opportunity

offices' Yack of authority in Title VI cases éoncerns the Cambxidge,

Mass., Housing Authority (CHA). Equal opportunity staff in the Boston

Regional Office conducted a compliance review of the CHA in Jung 1971,

and found it to be out of compliance. They madc two major-recommendations

for bringing the CHA in.o compliance: that it develop a new plan for

assigning prospective tenants to units without regard to ¥ace, and that

it develop s plan for dispersing its leased housing units outside of

existing low-income and minority\areas., The Boston Area Director did not

press the CHA with regard to develqping these plans. After several

months, the regional equal opportunity office, which had sought and received

the support of the central office equal opportunity office, was able to N
convince the Area Director to defer the CHA's application for modernization
funds in order to hasten compliance, In the end, however, the deferred
funds were released due to various pressures on HUD including that from -~
the local Cofgressman, The case was closed, with CHA agreeing to work on
new plans., As of M% 21, 1974, no such plans had been completed and the
housing authority was still notfin compliance with Title VI, Telephone
interview with Pat Morse, Equdl Opportunity Specialist, Compliance Division,
Boston Regional Office, HUD, May 5, 1974, . »

178. See.Horuéfz interview, supra note 113.
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. In almost one-third ZZ9 of- 89) of th& complignce reiiews conducted .

.
“p v

~ .

17¢
recipients were found to be out of compliance with Title VI requirements.

by regional office staff between July 1972 and March‘1973, HUD program

In 13 of the 29 cases, HUD states voluntary compliapce was ~ ..

A ) Y

achieved through negotiations between HUD and the program recipient
involved. ’ . i : 4
As with its handling of complaints, HUD sometimes &llows noncompliance un™>

covered in its reviews to continue indefinitely. ~In the majority o{étbe
. 0

above cases,voluntary compliance was not achieved and negotiations

were still in process months after those interviews were completed.

Review of files on some of these cases emphasize that negotiations have

been prolonged and point out HUD's lack of action to bring recipients into

179. e noncomplying recipients-were 16 local housing authorities, 3

-eombination redevelopment and housing authorities, 3 redevelopment and ¢
urban renewal authorities, 3 city governments, 2 regional planning
and governmental agencies, 1 model city agency, and 1 developer.

S

180. As of August 9, 1973, the following agencies had not been brought
into compliance: Capital Region Planning Agency (Hartford, Conn.);

Pawtucket (R.I.) Housing Authority; Portland (Me.) Redevelopment

Authority; Charleston (W. Va.) Urban Renewal Authority; Newport News

(Va.) Redevelopnent and Housing Authority; Danville (Va.) Redevelopment
and Housing Authority; Roanoke (Va.) Redevelopment and'Housing Authority;
Hialeah (Fla.) Housing Authority; Macon (Ga.) Housing Authority; Corinth
(Miss.) Housing Authority; Parsons (Kan.) Urban Renewal; Housing Authority
of the County of Riverside (Cal.); Kern County (€al.) Housing Authority;
Kennzqick (Wash.) Housing Authority; King County (Wash.) Housing Authority;
and Alhsgka State HOusing Authority. wuD response, SUpra note 47.
181. As of Aug. 9, 1973, only the Hartford, Conn., agency had been denied
HUD funding. See note 194 infra, o

]




compliance. The Riverside County (California) Housing Authority (RHA)

compliance review, for example, was initiated in July 1972 and a final
182
jnvestigation report completed in October 1972. The Regional Adminis-

. trator forwarded recommendations to the Los Angeles Area Office in nid-

-~

e

November. Since that time, there have been at least two sets of
negotiations with the housing a;éhoriﬁy.

The Kern County (California) Housing Authnrity, another recipient
which HUD has re;iewed and found to be in noncompliance in \
fiscal year 1973,1‘83 was initially reviewed in August 1971. 'Thé file
’of thig case contains correspondence ;ndicating that HUD was attem;ting

‘to get that housing authority to revige its tenant assignment plan

|

182. According to HUD's file of this case, "it discovered that the RHA'
employment and tenant assignment practices were discriminatory. -\

The percentage of its employees who were minority was not representq}*ne
of the percentage of minorities in the population; minority employees
were in the lower pay scale; the RHA had no recruitment procedures and
did not post its vacancies. Further, the RHA did not maintdinaa priority
list for unit assignments. Its standards for eligibility wére arbitrary;
it had no system for transfer; and the RHA's housing. panel had no minotity
members.

183. HUD's review of the Kern County Housing Authority showed a

continued segregation of its projects. —_

1

-
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as long ago as 1967, In June 1972, the regional office referred the case
to the Los Angeles Area Office for negotiations, Thus, the compliance
review initiated in August 1972 was part of continuing and seemingly
endless efforts by HUD to persuade the housing authority to comply

voluntarily, The files indicated that there have been no further

negotiations between HUD staff and the housing authoritg since November 1972.
184

The HUD file on the housing authority in Milwaukee goes back to
April 1969, Additional compliance revicws of tenant selection and
assignment and of hiring were conducted in December 1970, October 1971,
‘and May 1972, As of August 1972, HUD and the housing authority were
continuing to negotiate, In Leke Charles, Louisiana, HUD's file on the
housing authority dates backlgg 1970, with compliance reviews conducted
in April 1971 and June 1972, HUD was negotiating as of January 1973,

when it wrote to the local chapter of the NAACP to solicit support and

assistance in its negotiation,

184. The Milwaukee Housing Authority (MHA) discriminated against
minorities in its hiring practices. All program managers of the MHA
were white and ha~*ssed minority tenants. In addition, a preferential
tenant assignment policy was in existence.

185. 1In 1970, the Lake Charles Housing Authority (LCHA) worked out a
tenant selecticn plan with the regional and central HUD offices for the
purpose of desegregating its housing units over a 5~year periods By
1972, two complaints had been filed against LCHA and HUD conducted &
compliance review of LCHA in June 1972, HUD found that the plan wag
being implemented. HUD then attempted to get the city government
the local NAACP to work with the authority, but as of January 1973,
LCHA was still out of compliance.
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As of March 1, 1973, HUD shifted responsibility for conciliation ¥
efforts under Title VI from the Area Directors to the Assistant
Regional Administrators for Equal Opportunity. Regional sfaff believe
that this change has improved HuD's ability to achieve vol'ntary com-
pliance under Title VI in a reasonable period of time. One reason
may be because equal opportunity staff, having conducted the review,
are more knowledgeable than program stafﬁ about the Title VI issues.

Where noncompliance cannot be achieved by voluntary agreement,
HUD staff in several cegional offices stated that HUD is reluctant to
use its 1everage’to defer funds as a means of resolving Title VI cases.
The HUD central office also stated that deferrals are rare. In some

caees where this has oseen:done, however, it has proved to be at least

partially effective.

186. Department of Housing and Urban Development, Handbook 8000.2,
Revised Processing‘Bsoeeéu:E!Eigg Title VI Complaints and Ccmpliance
Reviews, Mar. 1, 1973, ;

L e

187. Telephone interviews with Napoleon Dotson, Senior Equal Opportunity
Specialist and Assistant to the Director, Division of Compliance and .
Enforcement, HUD Regional Office, Chicago, I1l., May 2, 1974; Betty
Kaufman, Attorney Advisor, General Counsel's Office, HUD Regional Office,
Boston, Mass., May 2, 1974; and Harold Odom, Director of Compliance,

HUD Regional Office, Dallas, Tex., May 2, 1974.

188. Vera interview, supra note 42; 1973 Odom interview, supra note 101;
Jeffers interview, supra note 113; and Horwitz interview, supra note 113.

189. 1973 Folbert interview, supra note 122.
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Further, cases in which HUD has deferred funds for noncompliance

wich Title. VI have usually been on a short term basis and funding
is frequent&g resumed before the respondent has agreed to come into
1 .
compliance. Short term deferrals are not made in all cases, however,

and HUD, *akes no stronger action even where a recipient remains out of.
191

compliance after several years of HUD negotiations.

In scae instances noncompliance has been found by ggencies which

>~

have made no further applications for HUD assistance and HUD has taken .
192

no action. There-are, however, steps HUD cculd have taken. For example,

190. See, for example, the discussion of the Cambridge Housing Authority,

supra note 177. In addition, the Fort Worth Ragional Office deferred
funds for modernization,and expansion from the Texarkana Housing Authorlty
for several months. The funds were released when the city needed

new housing units for families displaced by an irrigation project. As of
the Commission interviews in Fort Worth in January 1973, the Texarkana

Housing Authority was still out of compliance.

191, See, for example, the discussion of the Cambridge Housing Authority,:
supra note 177.

192. As of January 1973, the Equal Opportunity Division in the New Orleans_

office stated that the housing authorities in Jonesboro, Ponchatoula, and
Vivian, la., were being held in noncompliance; but, since these authorities
had not made application for HUD assistance, HUD could take no further
action.
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the case could have been treated as a Title VIIT violation, with an attempt

_at negotiations and a subsecruent referral to the Department of Justice if
) 193 :
flegotiations failed.

HUD has never debarred a recipient for noncompiiance with Title

194 A
VI. Until HUD terminates funls for violations of Title VI, it is likely
‘ 3

4

197, Title VI,of the Civil Rights / t of 1964 provides that Title VI
compliance by a noncomplying recipient may be effected by one of

two means: a) termination of or refusal to grant or continue assistance
or b) any cther means authorized by law, The latter alternative has
included referral to the Department of Justice for suit to end the
discriminatory activity, Federal agencies argue that if all assistance
is terminated to a recipient, compliance with Title VI hay been achieved.
Therefore, in cases in which discrimination-continues after the cutoff of
funds, unless a complaint against® the recipient is received, the agency
,lacks authority to refer to the Department of Justice, Statements

by reter Holmes, Director, Office for Civil Rights, Department of Health,
Education, and Welfare,and Robert Dempsey, Chief, Federal Programs
Section, Civil Rights Division, Departmefit of Justice, at

meeting on public broadcasting, May 7, 1974, Federal agencies can,
however, seek out complaints when discrimination continues after the
cutoff of funds.
194. - In a 1973 case, the Capital Region Planning Agency of Hartford,

Conn., was decertified as an areawide planning agency and denied

new HUD funds for planning.  Decertified means thac a HUD-funded

agency did not have its certification renewed. This usually means that

the agency does not receive any more HUD funds, Debarment is the

termination of funds of an ongoing HUD programe. Telephone interview

with Joe Veras,' Assistant Regional Administrator for Equal Opportunity, /
HUD Regional Office, Boston, Massachusetts, May 29, 1974. ’ ' /
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that it will continue to find many of its proéram recipients ////
out of compliance when it makes Title‘VI complaint investigatiops or
reviews. The Commission rgcognize; that this is a difficult sanction
to apply. qsvgrtheless, it is convinced that a Nétionwide application
of the sanctiﬁg would constitute an important weapon in a frontal attack

on housing discrimination. When Congress provides a weapon of this kind,

the Executive branch héé an.obligdtion to use it.

4. Monitoring Agreements

.
¥

Despite the deficiencies in having area offices negotiate

,agreements, some regional offices have reported good settf.lements with
!

HUD recipients. In the Chicazo region, for example, as a result of HUD

negotiations with the Decatur, Illinois, Housing Authority (DHA), the
’ 195
housing authority agreed (a) not to undertake a proposed change which

would have given high priority to a prospective tenant's ability to pay
196
rent in approving applicants for publié housing; and

-

195. In Décatui, I11., HUD found that blacks and other minorities,
i.e., persons of Spanish speaking background, were denied full and
equal participation in the programs of the DHA.

196. One of the significant deficiencies uncovered by HUD.was a proposed
change %which would make a prospective tenant's financial atility the
number two priority for living in public housing; it had been priority
number seven.

e

/
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(b) to give ill minority applicants consideration for admission to a

previously all-white project as vacancies occurred, as a means of correcting\\\_,//

i

. 197
apparent past discrimination, Similarly, 43 a result of negotiationms

with the Steubenville, Ohio, Metropolitan Planning and Redevelopment
Commission (SMPRC), in February 1973, SMPRC agreed to encourage and interest
>ponsors in the development of low- and moderate-income housing in selected
, _ 198
census tract sites,

Agreements such as these, however worthwhile, are generally not
monitored. 1In fact, a significant deficiency in HUD's Title VI com~
plaint program is that, as with Title VIII, HUD fails to monitor the

voluntary agreements which it negotiates tn bring program recipients

into compliance. HUD regional office staff report that little if any

197, 1In addition, DHA agreed to fenerate interest and recruit possible
potential minority applicants; to'utilize minority and other news media

of the city of Decatur to give adequate publicity to the fair housing
poBicies of the DHA and its public housing opportunities; to use
conmunity group contacts and any other additional sources to ensure
minority participation in the project; and to increase ites minority
employment,

196, This agreement was based on HUD's feelings that Steubenville perpetu-.._..
ated concentrations of minority groups; low=- and moderate~income liousing

was not offered in a broad choice of neighborhoods, 1In addition, SMPRC

agreed to seek the cooperation of the Steubenville Metropolitan Housging
Authority in identifying areas for the development of low-rent family

and elderly housing units and to utilize all Federal categorical and
noncategorical grant housing programs to implement this agreement,

s

588
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followup is being done to assure that Title VI conciliation agreements
199° .
are being followed. Followup is essential in order to enSure that

respondents are complying with Title VI fequirements which they have

agreed to implement.

/
S

199. For example, as-of_November, 1972 éhe Boston office did no monitor-

ing and required no periodic reports after Title VI conciliations. The
Chicago office required reports and kept a "monitoring file." The
Director of Compliance in Chicago, however, informed Commission staff
that while the records are maintained properly, no monitoring occurred,
Higginbotham interview, supra note 83. The Fort Worth office required
periodic reporting but has been lax about reviewing the reports., 1In
January 1973, some 20 letters were Sent out to Title VI recipients
formerly in noncompliance with Title VI, reminding them of reporting
‘requirements, but office files indicate that followup compliance reviews
are c;ggucted only on a haphazard basis, 1973 Odom iaterview, supra
note . ™
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IV, Equal Opportunity Standards for HUD Programs

During fiscal year 1972, HUD issued equal opportunity regulations
apd requirements for reviewing applications for HUD funds. They ¥£te-
grated equal opportunity standards with other standards for distributing
assistgnce. This new approach was aimed at ensuring compliance with

Title VI prior to HUD's approval of assistance and for furthering com=-

pliance with Title VIII.

On January 5, 1973, the administration declared a moratorium on
all federally subsidized housing programs. ghe moratorium has had a
wny .

severely detrimental effect ?? minorities. The supply of housing for

low-income faq}lies has diminished and public housing authorities now

»t

30
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200 \

Moreover, this radical change in funding has had a significant effect

have Zong lists of applications which they are unable to fill\
) 201 -

”

200. On January 31, 1973, leaders from 22 minority group organizations
made Jnown to HUD their belief that the moratorium has hurt disadvantaged
persons the most. They called on HUD to begin interim housing assigggpcg
programs to alleviate the situation. Among the groups represented wefe
the National Urban League, the National Council of La Raza, the Leadership
Conference on Civil Rights, the National, Council of Negro Women, the
National Puerto Rican Forum, and Chicaqdé Por La Causa. On the same date
the National Committee Against Discrimination in Housing (NCDH) also issued
a statement criticizing the moratorium fér depriving disadvantaged and
minority persons of safe, sanitary, and decent housing in communities of
their choice.’ NCDIi statement, "The Administration's Housing Moratorium
and Budget Message," Jan. 31, 1973. AL its annual convention in July 1973,
the National Association for the Advancement of Colored People adopted a.
resolution or osing the housing freeze and calling for the prompt rélease
of impounded f@hds. See also letter from John A, Buggs, Staff Director,
U.S. Commission on Civil Rights, to William A. Barrett, Chairman, Committee
on Banking and Currency, U.S. House of Representatives, Oct. 31, 1973.
This letter, concerning the proposed Housing Act of 1973, H.R. 10688, dis-
cusses the major nega*tive effect of the moratorium on minorities and the poor.
201. The administration suspended new commitments under many of HUD's pro-
grams, Specifically, funds under Section 235 of Title I of the Housing and
_Urban Development Act of 1968 were cut from $40 million in 1973 to zero in °
-the 1974 budget, and funds under Section 236 of the act went from $100
million to zero; rent supplement and new public housing were also suspended;
water and sewer facilities grants went from $130 million to zero; model cities
from $583 million to zero; open space grants programs, from $47 million to
zero; neighborhood fac.lities grants, from $26 million to zero;-and urban
renewal was reduced from 1 billion to $138 million. HUD stated that under
the 1974 act: )
[ 4

No new grants and loans car be made after January 1,

1975 for Model Cities, Urban R9hewa1, neighborhood

facilities, water and sewer facilities, or open

space and related programs,uéghe section 235 and 236

programs were extended to 3/ e 30, 1976, No new funds
« - were provided for the rent gupplement program. The

public housing statute (U.S. Housing Act of 1937) was

rewritten, and includes a new section 8 concerning
) ¢ leasing, without termination date....Local communities,
however, will receive community development block-grants
to rep.ace the previous CD categorical grants and-can
use the funds for local priorities, but must give maxi-
mum feasible priority to activities which will benefit
low and moderate-incope families or aid in the prevention
or elimination of s&ﬁﬁg or blight. November 1974 Toote
letter, supra note 32, )
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on HUD's equal opportunity program. Imp:omentation of equal opﬁortunity

standards and regulations which HUD previously used as major leverage

»

to obtain compliance with the fair housing laws by its program partici-

pants became less time -consuming after the moratorium because programs
202

with equal opportunity requirements were sharply curtailed. The

moratorium left the area and insuring office equal opportunity staff
: 203
with few fair housing duties, . since the implementation of these

requirements had been a major activity.

‘ 202, HUD recently stated:

Although approval of new applications ‘declined
after ‘January 1973, approved applications con-
tinued to be monitored and programs which were in
operation continued to be subject to equal r~ppor-
tunity requirements. Id.

203, HUD recently stated:

Affirmative marketing, training of HUD and. funded
agency staff, in-house equal employment opportunity,
minority business affirmative action plans pursuant
to Executive Order 11246 and Section 3 requirements

’ are some of the responsibilities which Area and
Insuring office staff could give more time to as a
result of a decline of front-end activity on appli-
cations., Id.
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204
Therefore, the central office issued a memorandum  outlining HUD's

new priorities for equal opportunity activities in the area and insuring

205
offices( The ﬂmplemgntation of affirmative marketing plans for un-

206

\ 1
subsidized' housing was given top priority, replacing the ~-phasis which P

had been given to other adminig‘fative program standards; taat is, equal

opportunity requirements for HUD programs.

204, Memorandum to all Regional Administrators, from Malcolm E, Peabody,
Jr., Acting Assistant Secretary for Equal Opportunity, Equal
Opportunity Activities in Area and Insuring Offices, Feb. 1, 1973. The

memorandum also stated that affirmative marketing plans submitted for
unsubsidized units had to be reviewed and that for ‘plans previously approved

technical assistance to builders and' sponsors will be required," 1In
addition, it stressed that monitoring monthly reports to determine pro=-
gress is important and that the first multifamily project subject to
affirmative marketing plans would soon be occupied and would require
special attention, ~

’

205. Such plans demonstrate how a builder or developer will market pro-
perties to all racial and ethnic groups. They include programs for publi-
cizing the availability of .its for minorities, for specifically recruit-
ing minority buyers and tenants, for minority hiring, and for educating
the kilder's, developer's, or sponsor's staff on their fair housing
marketing responsibilities. .

206, HUD's unsubsidized housing programs (see note 4 supra) were not cut by’
the- moratorium, 5
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Despite the decreased emphasis on HUD program standards since the
moratorium, -this report includes a review of HUD's implgmentation of its
program standards. This study was begun during the first half of fiscal
yeaf 1973 when its subsidized programs were in full operation. : It is

, 207
clear, however, that because of the changing nature of HUD's assistance,

at the present time HUD cannot rely on program standards as its principal

208
tool for effecting fair housing throughout the country,

!

207. The changing nature of HUD assistance' is discussed supra note 201.

208. Under the Housing and Community Development Act each application far
community development block grants must include a housing assistance plan
which assesses the housing assistance needs of lower-income persons (including
elderly and handicapped persons, large families, and persons displeced or to
be d%Splaced). The plan must also indicate the general location of proposed
housing for lower-income persons, with the objective of "...promoting

greater choice tc housing opportunities and avoiding undue concentration of
assisted persons ..." Theré is no mention of avoiding concentrations of
minorities. HUD. proposes.td require that applicauts for community develop-

ment block grants submit: -

...a summary of a three year community development plan
which identifies community development needs....In identi--
fying the needs the applicant shall, take into consideration
any special needs found to exist in any identifiable seg-
ment of the total groups of low-income persons in the
community....The phrase any identifiable segment of the
total low-income community refers to women, and members

of a minority group which includes ‘Negroes, Spanish-
Americans, Orientals, American Indians, and other

groups normally identified by race, color, or national
origin. 39 Fed. Reg. 33488 and 334494 (Sept. 17,.1974).

-—

)
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A, Affirmative Fair Housing Marketing Regulations

HUD's affirmative fair housing marketing regulations became effec~

tive February 25, 1972, They required builders, developers, and

\ 209
sponsors applying for participation in HUD housing programs to submit

210
an affirmative marketing plan before their applications are approved.

The purpose of the plan is for the builder to “carry out an affirmative

program\to attract buyers or tenants of all minority and majority
« 211

groups,j.."- Once the applications are approved, monthly reports must
be stibmitted to HUD on racial and ethnic occupancy of the units, Equal

opportunity staff in HUD area and insuring offices are responsible for

reviewing and aaproving all plans submitted to their offices, and for
to 212 :
monitoring compliance with the plan.

The regulations' major weaknesé is that :&ey do not apply to existing
FHA~insured or subsidized projects, even Ehoygh racial and ethnic data
collected on existing subsidized multifamily units show extensive segre-

“gation,

Further, the regulations apply only to HUD-approved housing and

not to all housiqg marketed by builders and developers who submit plans.

< 5

-~
1

209, The applications are for participation in FHA subsidized and unsub-

sidized housing programs, HUD provides subsidies for the development or
rehabilitation of subdivisionms, multifamily pyojects, and mobile home parks.

210. - Applicants must submit affirmative marketing plans yHen they develop

five or more dwelling units under the FHA housing progray during the year
preceding the applications, .

N

211i. 24 ¢,F.R, § 200.600 (1973).

.

212, In insuring offices which lack equal opppréunity staff, program staff

members are designateq this responsibility, They are trained'by equal
opportunity staff from other offices, ~ K

P4
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1. Approval ~f Affirmative Marketing Plans

. Each of the area and FHA insuring offices have developed different

“

method!!of administering the affirmative martetins regulations, ' The Boston
. . 213
Area Office received approximately 80 affirmative marxketing plans monthly.

The area equal opportunity staff spent 3 to 4 hours reviewing
each plan and found that the majority did not meet HUD's standards,
Generally, applicants did not clearly understand what was required in the
plans, For example, they often failed to exalaia-in detail howzthey would
publicize the units to minorities or what methods they wquld use to evaluate
their staff on their execution of affirmative marketing regulations reSponsi-

214
bilities, In October 1972, HUD held a workshop with members of the zeal

estate industry in the Boston aaea to remedy this problem. 21

The Chicago Area Office receiaes‘an average~of 10 to 20 affirmative
marketing plans per mont:h.n.6 In-February 1972, as soon as the regulations
were issued, the Chicago area equal opeortunitx office held meetings with

contractors, developers, and builders in Illinois to explain the HUD affirmative”

s
4 *

213. This ofiice was visited by Commission staff prior to the housing

. moratorium; therefore, the number of affirmative marketing plans_have probably

dropped drastically. This was the case in other offices reviewed after
the moratorium on subsidized housing was declared by the President,

< - ) .
214, 1Interview with Charles Harlesten, Director, HUD Area Equal Cpportunity
Uffice, Boston, Mass. in Boston, Nov. 15, 1Y72.

215, At the time of Commission interviews in Boston (November 1972), only a
TUERY plans had been submitted following that workshop,and thus the Commission
staff could not evaluate the result of this technical as8istance,

216, This was the last office visited by Commission staff and the moratorium
on subsidized housing had been in effect for 5 months. The equal opportunity )
staff stated that theite had been a decrease in affirmative marketing flans be-

" cause of the moratorium.

.96
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marke ting agd affirmative-action requirements, ‘In addition, they met
with representafivéé of city governments. and other publgc agencies to
familiarize them with all of~the HUD equal opportunity requirements.

As of May 1973 approximately half of the plans submitted were approved

on the first submission. Nonetheless, the area equal oppor tut.ity staff

-

stated thatjthey believe thet\spe builders undérstand what is expedted

and attempt.to have acceptable plans to expedite the processing of. thefr
' ~
applications?l7

¢
The New Orleans Area Office had been unable to give affirmative

marketing plans the attention necesséry. After the'regulations were 1issued,
approximately 700 plans were submitted within a 2-month period. Nearly

half of the plans were initially unacceptable to HUD, ;nd the-office w;s

not prepared in terms of staffing and expertise to give the builders
technical assistance in developing adequate plans. Consequently, the equal |
opportunity director admits that a large Aumber of the plans that were

2156
approved did not weet the HUD standards. He also stated that monitoring

219
was not being conducted by his staff,

-
-

~ o
217. Thompson interview, supra note 42, This was the only area office
visited by the Commission staff that believes builders understand the require-
ments of the affirmative marketing plan.

218, Interview with M,J, Bordelon, Director, HUD Area Equal Qpportunity
Offlce Net-orleans, La., in New Otleans, Feb. 5, 1973

219. Idn ' '

— . '
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Both the San Francisco and Los Angeles Area Offices had been receiving
3 220, '

_approximately 100 afflrmatlve~narket1ng plans per month .‘” Area equal
opportunity staff stated thit initially nearly half the builders'plans were
tnacceptable at first submittal, and some were rejected up to four‘times ’
be fore they were adequate.221 . ~

In the San Francisco Area Office, affirmative marketing regulations are
. handled by the program staff, and equal opportunity staff do not generally
deal witﬁ‘bullders The equal opportunity staff, ﬁowever,,had developed a

checklist to be used by program representatives to determ1ne if a builder

needs special assistance in preparing an approvable plan.” Program staff

are thus respons1b1e for contactlng builders, giving them assistance in

\}

1mprov1ng plans, and transmitting the plans to the equal opportunity office

S

for a final review, \

When the regulations were first issued, the San Francisco equal oppor-
. tunity staff held a séries of.eight seminars to explain the

Pl o~

- )
regulations to builders. In additiom, 2 hourg a week are set

LY

aside to give the builders technital assistance followup. In Los

Angeles too, equal opportunity staff met with the bu11ders and explalned
222
the requirements to them,

-

220. Staff in both offices Stated that this number had dropped considerably
since the moratorium on subsidized housing programs.

221. The most common deficfencies were the lack of adequa%e minority out-
reach and advertising programs and failure to establish adequate minority
occupancy levels for the projects, .

. . 7 '

222.. 1In Los Angeles, unlike San Francisco, equal opportunity staff handle "
the affirmative .marketing process. ' .

»
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The Dallas Area Office's equal opportunity staff, 19 conjunction Qitp\

‘th; HUD equal oppgrtunity sé;ff in Washington, worked with the bb*é;frs 223
in w‘)allas é,rea to develop an indus.trywide affi‘rmative nxarke;:in l;lan.
Instead of géch builder's sﬁbﬁitting to the area office a new plan with | ‘
every applTEétiOn'under Federal.Housing Administration progr;ms, ‘

.224 A : ) N i
35 major Dallas builde:s agreed\in November 1972 to implément on€ plam

which would be applicable to all of them/ ?25 In theoryrthig would have . ‘ i
?ﬁped?ted pr;qessiné ;f applications,si;ce‘all major builders are 4
obligated under the plén to meet all of HUD's requirements and'dg not have
to gub.mit individual plans when they submit applicationms. TT;us, since only
one plan mus£~be rev;éwed Fhe;qual opporéunity staff has more time, ' :
.to'rbview applications thoroughly and monitor bqilders to ensure

. they are complying wiﬁh HUD requirements, This also provides equal oppor- {1

’

tunity staff with more time to-provide technical assistance to builders.

t. / : .
223. HUD's Equ#l Opportunity Office began to negotiate voluntary
affirmative marketing agreements, in an attempt to eliminate the dual ¢
housing market. In fiscal year 1974 it had a goal of 30 affirmative ‘
marketing agreements, but only 13 were executed due to the inadequate
size of control office staff. Dr. Toote further indicaced that 9
agreements were in final .stages of negotiation. September 1974 Toote

letter, supra note 32. . )

224, These builders account for 9¢ to 95 bercent of newhousing production

-in Dallas, ‘according to the Dallas area equal opportunity director.

|
|
\
\
|
225. The Dallas plan covers all residential housing developed by the
‘builders' group in the Dallds metropelitan area, including conventienally-
financed housing as well as housing developed or marketed under FHA or
Veterans Administration housing programs. The objectives of the plan
are: (a) ‘to increase substantially the number of minority families residing ,
in neighborhoods outside areas of predominant minority concentration, through .
advertising and other methods intended to inform minority fahilies in the
Dallas metropolitan area that all housing developed by the builder group is .
available topthem on an equal basis; and, (b) to inform the pallas general public
_ that, 'in terms of équal housing, the Dallas metropolitan area is an open
~community. — : .
. ' .
* /

! 39
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On paper tﬁp Dallas plan is much morge far-reaching than what is

required by }nq%'s regulations, thus potentially increasing its effective-' "
o~ . s _ . : . . :

ness. For'examp}e, the builders® plan covers all ‘housing developed by

. . . 226 ° :

them, not just housing developed under FHA programs. In addition, the

< [

advertising campaign is much stronger than that. required, by HUD; e.g.,

it bro&idgs for advertising 6n billbogrds and diéplaying the fair housing logoe
T _ 227 ° . T -
~type (see Figure T) in.the industry-sponsored ''New Homes"'section of the

H

Sunday newspaper, The plan also established a "Commun%fz/kesource Board"

\ composed, of representatives of the minority community to obtain th€ir in<"
\ ’ . ' : . . 228 - .

- put ip order to accomplish the goals of the pldn,  Further, the builders!
B . ) ’ B . s N
group is respodsiblq for assisting in employee training.

r

/

\ 226! Under the Dallas plan each builder is responsible’ for special outreach
efforts to encouragfthonminorities to move into any developments located

in racially-mixed areas or minority areas, The builder m3§t also maintain

a\nondiscriminatory policy in company hiring practices as ‘required by Federal
affirmatively seek to hire qualified members of minogity groupg_for
staff\positions engaged in the sale or rental of properties, and designate

g

e company as equal opportunity officer, Finally, the builder

formal and formal training programs for all employees, .

» especially employees whp will sell to the general public, .,in -order to
sensitize the egployees to the needs and best method’ of dgalipg with prospec-
tive ‘minority bﬁyers, and to carefully and positively delincate managgment's
policy of open housing and fair marketiag for all people, The builder does
not, however, have to develop a plan outlining how these steps will be caken
and there is no system for monitoring whether or not they are accomplished,

must institute

227. The equal housing opportunity logotype is an often-used symbol,
signifying nondiscriminatory housing practices by the displayer,

228, The builders' group is supposed to meet with the resource board on )
a regular paaia for the purpose of informing the board of its efforts
to implement the plan and to draw on the experience of the board to

n.li{t in accomplishing the goals of the plan and in solving any specific
problems that may arise. : ' A

180 8
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_Th‘e plan does.not cont«in’any specific requirements to
, . 7 . ’

meet the needs of the Sp/anish speakiné community even.though more than
".40.percent of the ininority population in the-Dallas area is of

|
Spanish speaking background It does nof require, for example, that )

‘

advertisements be in Spanish, that persons .of Spanish speaking background [}
\ .

be on the Community esource Board or that Spanish speaking persons

be hired for staff positions by companies engaged in the sale or rental <

L Q -

of properties s . .

In August 1973 the central office was evaluating the impact of \

*

the‘ Dallas agreement,but as of April 1974 had not produced a report or

even reached any conclusions. HUD, however, continue‘s’to eneourége

', T 229
builders and realtors in other areas to adopt such plans.

.

e

.t “ '\ .

223 There is one notable exception to HUD's general pattern of emcourage-
went, When the Chicago Area Office attempted to negotiate an industrywide
affirmative marketing .plan with the Chicage Homebuilder’s Association, the
central office rejected it because it contained contract compliance require--
wents which it feels fall undey the jurisdiction of “the Department of Labor's
Office of Federal-Contract Compliance, Additionally, the central office

felt that the moratorium on subsidized housing pprograms decreased the voluT

-

of ‘business with builders. to a level where an - dust:rywide affirmative

mavketing plan was.pot necgssary. HUD resp‘onse, supra note 47 . The Building
Contractors Ass‘;&aiion of San Diego, Cal,, -representing major builders in

)
San Diego, gntered into a voluntarysffirmative marketing agreement with -
HUD during April.1973. ,
4 v ‘
& : o '
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2, Monitoring Affirmative’Marketing Plans

/
HUD reports that it has provided the field offices guidance regarding
monitoring of’ the aﬁtirmafﬁbe marketing plans: in January l973 it -published
- 230 -

Clafifications of Issues: Statement of Policy, , 4 list-of qreStions and,”

‘ answers coneerning the plahs. Fir the most part, however, this new- guidance

does not directly pert=’n to fair housing, For_example;:it gives
. - . .

instruction concerning methodology f0r drafting industryWide markéting plans,
X
‘such as the one in Dallsas, It also provides instructions for submission

of plans when builders request approval for housibg one unit at a time,

. 231°
often at scatbered\locations, and For submission of its approval '
' ‘ 332 ‘ -

<

of a plan to the applicants,

-

limited guigance on monitoring techniques '}ﬂﬂDS&taff are required to check

ClarificatiOns of Issues provides only

newspapers at the time\:he housing in questton ,8des on the market, They

must compare monthly reports against anticipatéd result;, i.e., the pro-

jected racial and ethnic compogition of the subdivision once the lots .
233 . : 3 .~
have been sold. . . < .

- -

>

- o

230. 38 Fed Reg 1136 (Jan. 9, 1973) - ~ !
{ = ’ '

‘231, " The regulations require pldns to be submitted when a builder or developer
-reduests approval of five or more houses annually,

/.

2327 1t sugg%sts that HUD stamp "approved" on the last page of the plan,

sign it, date it, and forward a copy to“the applicant,

/ P ¢
.233. Each affirmative marketing plan must contain "anticypated results. "
’

-

. ) t
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. Clearly, the most important determination to be made thrOugh
monitoring is the extent to which anticipated results have been met.

' No matter how much adgertising has- taken place, if racial and ethnic

. » ) ‘

; A )minorities are not purchasing homes in the suhdivisipn, the plan being
‘;reviewed is not successful and the marke;ihg and sales techniques being

’f‘f used wizl warrant careful,scrutin;.

j‘ HUD, however, has supplied no adequate criteria for how these -

- "ancic!pated results must be set by the builder or developer. HUD

¢ . - e /l/
field staff, as well as builders, developers, and real estate agents,

¢

‘ thns, may no; know how\to 1dent1fy realistically the population So which

homes should be sold or how to assess the rac1a1 and ethnic composition

of that population. Clarificationé/of Issues does not remedy this problem,

It states oply that anticipated results "must be a gumber or a percentage"

L

and that "general statementslibout racial inclusiveness or nondiscrimination

are not acceptable."
N e \
In addition 23 the techniques suggested by the central office,

field offices have developed their own innovative procedures for

&

evaluation and mopitoring~of affirmative marketing plams, For example,
the San‘Francisco,Area Office‘Jyﬁlike most of the other area and insuring

offices visited by Commission staff, has begun to utilize private fair
‘ 234 v [N
housing groups for monitoring. Sincezggpeff972, ,

S

234, These groups include the National Committee Against Discrimination
in Housing in Sah Francisco, the Mid-Penisula Urban Coalition in Palo
- Alto, and the Lafayette Council for Civic Unity in the East Bay Area, San

Francisco, Cal. .
164 Q
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235 . r
gtoups to explain the requitements and type of monitoring needed:

Then in the fall of 1972, each of the groups was agsigned 6 to 12

HUD oificials in San Francisco have met on' several ocFa51ons with thbse ) '

projects to monitor, Eéual opportunity staff state that they are in
constant contact yith the volunteer groups, vhich are also teqcired Lo .
submit mogthly progress reports, Since they' began m0nitcring, tecommenda~
} R .
tiOns have been made for compliance reviews of four develéﬁerf cogcerning
. .such mdtters as failure to display the HUD equal 0ppo;tunity logo and
postets, failure to achieve mihority Occupancy goals, ;:d failure to

236 -
familiarize staﬁfﬂgith their fair housing responsibilities, The -~

?'l

diligent efforts of these. groups, however, may bt somewhat wasted. HUD ] -
. .
conducted only one compliance review in that region. /

|
The Los Angeles Area Off}ce's monitoring program has not bnen as broad 4

W1th one fair housing group,’ the Fair Housing Council of the San:Fernando
Ic/
Vﬁlley, which has closely monitored fair housing advertising and use of

»

as the one in San F@ancisco: The equal opport&nity staff has only worked W
|
|

235. Such monitoringeincludes checking on adver 1sing, contactipg the build~,
ers' designated community - contacts,. checzing on the minority odeupancy level
of projects, reviewing the racial and ethnic composition of marketing staffs,,
evaluating the effectivepess of the builders' affirmative regruitment plan,
and evaluating the ‘gegeral "climate' of the project to see if it "reflects
harmOnious\telationﬁhip” between management and occupants, #

236, In one instance, in Pittsburg, Cal,, the regional compliance
staff initiated a compl?ance review of a builder and, as of Afril 24 1973.had

progressed to the point of presenting allegations of noncompliance w
. plan to the builder, / s .
N -

-
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237 ' <o s
HUD posters by builders, 'As of March 1973, the equal opportunity staff
. o AN . . .
had only begun to receive\héﬁfﬂiy sales and occupancy reports submitted

-
N

by builders in February and March 1973. . . T

e

In Chicago, equal opportunity staff monitor gqmpliance by checking

\ ~®

newspapers every other week to ensure the use of the logotype .and slogans

ot -
in advercising., They fsgnd that compliance ha% been good in-this v t’}

respect, As of May 1973 the momthly occupancy reports required in the

affirmative marketing plans were carefully reviewed but,it was too early

. LN

to draw any concrete conclusions.
HUD staff are not. required to conduct onsite reviews of affirmative
marketing plans, As a résult, HUD reports that by Au st 9 1973, only

17 compliance revieys. of affirggtive marketing‘plans of eight builders
238
had been conducted in three HUD regional offices. Six of the reviewed

<

H . ’ « N \.\ -
builders and developers were found to be out &f compliance with their plans.
. . . 4

P

o

237 1f inadequacies in advertising or use .of posters are found, Eﬁéy are
-reported to the area equal opportunity director, The djirector of the‘fair
?sing group stated that HUD has been quick to respond to these calls,
always contacting the builders, who génerally comply, Interview with
Cecilia Zager, Director, Fair™Housing Council of the San Fernando Valley,
Sherman Oaks, Cal., in Sherman Oaks,’ Mar. 28, 1973, c ot

238" The three HUD regional offices which have conducted compliance reviews

are Chicago--Region V, Atlanta--Region IV, and San Francisco--Region x.¥ .\v

. s ” . 4 C— ﬁ(
'
’ . . . .

o
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.Region-IV (Atlanta) has conducted five compliance reviews. ~Two
/- . _ . -
were. initiated following receipt of complaints under Title VII. Three

were' conducted based on requests made by area office equal opportunity

. .

staff.. Four ‘instances of noncompliance were found. One case was settled
p > case W

by means of written conciliation, which included additional affirmative

»
«

marketing requireménts and reporting which weFe not. part of the developer's

original.plan. Ir another ¢ase, the builder had an approved plan but had

. ~ .
done no subsequent subdivision development pursuant to the plan. There-

239 °
 fore, HUD closed the case without action. o

3

Region v (Chicégo) conducted 10 compliance reviews on projects

. . : 240 -
““constructed and/or’ sponsored by a singlé\builder. In one instance, the
. l .

* , 241
builder was found in compliance, and one other case hag yet to be determined.

/ An aqaitional geg{ew, made in March 1973, in conjunction with a~Tit1e VIII
case, tesulted in a findiYig of compliance with the affirmative fair: housing

242 . . N
marketilg regulations.\ . . . /

— 2

Ve ‘:. g
239, The other three cases, which vere waiting for tonference 1in which tﬁ/ o)
builders were td show cause why enforcement proceeding should not be initiateﬁ,
were| conciliated. -1974 Holbert interview, supra note 40. Mr. Holbert
&id nqt have any information as to the stipulations of the agreements.

2400 The builder was National Homes. Each review was done by one regional
compliance szaff person and one equal opportunity stuff person from the
relevant area or insuring office, A large number of violations were
urtcovered and used by HUD in conjunction with the Department of justice to
regotiate & natiomwide consent decree by National Homes which was filed on
May 11 19ZP . ‘
. 24r. The other eight cases of noncompliance were conciliated. The HUD
central office staff, however, did not know the content of the conciliation
agreement. 1974 Holbert interview, supra note 40,

242. HUD response, :supra note 47.

167
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‘Finally, Region IX conducted a compliance review of a builder- ‘ ..
¢ . , ' .
developer who operated under an affirmative fair housing marke ting

plan, Hhowever, the review was limited to' one project covered by the

¥

.affirmative fair housing marketing regulations: The result of the

review was a finding of noncompliaﬁce. A conference,‘therefore, "was
A}

held to give the builder an opportunity to show cause why enforcement

-procéedings under the applicable régulatioqs should not be initiated

243
against the company," The builder came into compliance. within a.

" ‘designated 30-day period as required b& HUD.
“It i4d not effective.to obtain affimmative faiy uousing marketing plans

i

from builders without monitoring-the~plans to. assure that' they are

s

. \ . )
actually being carried out, However, HUD has not yet devoted sufficient
time and staff to monitoring of affirmative mafketing plans, The HUD

central office has indicated that most regional offices plan to . &
) - ' 244
" %
. begin full-scale compliance r¥views of affirmative marketing plans.

X -7
However, the HUD central office places priority on Title VITT complaint

investigations and the reg1ona1 offices believe that they lack compliance
. 245
staff even to process those complaints. This mekes it doubtful tha® affirmq-

tive marketing plan(reviews will actually be conducted on a wide 5cale

) w?thout Spffzgic central office directions 246 and, indeed, as of May.3,
% . ~
243, 1d. gl ’
244. 1973 Holbert interview, supra note 127. - R
245. See p. 38 supra. ' ‘ \

246, For example, the Chicago Regional O0ffice has received approximately
50 requests for compliance reviews f.om the area and insuring office equal
opportunity staff since the fall of 1972 which it has not fulfilled.

L - o 168
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1974, HUD had not conducted afiirmétive marketing plan reviews on a large

) 247
scale. N
) o

¥ Over 2 years have transpired since the issurance of the regulations,

and yet HUD has insufficient data available to conduct an evaluation of the
impact the regulations have had én racial and ethnic occupancy of HﬁD-‘

as;isted projects‘nat:ionwide?&_8 It ap;ears that this is.enough time for
.an evaluation to be conducted in order/to obtaiéaan indication of the reg-
ulation's succéss,as i; many cases tyé housing units have already been soig?g
Although’”the field offices have not conducted any formal evaluation
of thg plans, the area and insuring office equal opportunity staff have
reached some conclusiomns on the effect of th; affirmative fair housing
marketing regulations. Based on the receipt of monthly reports and their
obse-vations of the utilization of the equal opportunity logotipe and
other outreach efforts by builders, they have determined’that the use .
of the logutvpe i?/advertising is widespread ?Pd has been adopted by many
non-FHA builders ;nd by hany builders for)all their housing, FHA a?d
conventional. ‘HUD bqual opporéunity stAff states fﬁat there is greater.

’ . 250
geographic dispersal of minorities buying new housing.

3

24%  Telephone interviews with Mary Walkerson, Assistant to the Assistant
Regional Administrator for Equal Opportunity, HUD Regional. Office, Chicagou,
Il11., May 3, 1974, and Higginio Elizando, Director, Equal Opportunity Divi-
sion, HUD Area Office, Dallas, Tex., May 3, 1974. " . .

248, The first] monthly occupancy reports were beginning to be-received in
August 1973 by regional and area offices. Copies of the final reports were
subsequently fgrwarded to the central office for evaluEtion. ‘

. 249, HUD has’ ¢ontracted for two different research projects concerning
affirmative markerting, both to be conducted during fiscal year 1975. .
One will examine plans ‘and results in 8 gr 9 area offices to determine if
., any plans are successful, and if so, why and to develope’a manual based on
.it findings. The second ‘project will evaluate the climate in 10 to 15 .
cities where developers and sponsors have been required to submit affirmative
marketing plans, This study will also analyze data on the use of advertising
"+ guidelines. September 1974 Toate letter, supra hote 82. -

250, HUD response, Supt. aote 47, 2

[{j}:‘ . ‘ ~, : . jL()f) h
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HUD interprets these preliminary findings as indicating that minorities

have more options from which to choose. Nonetheless, HUD also reports
that the total number of minorities moving into nonminority neighborhoods

251
is not great, thus indicating that there may be a greater number of

* areas in which minority homes ate concentrated but that minority families
. 8till do not generally have the option of moving into nonminority neighborhoods.

HUD's belief that affirmative marketing plans are aiready operating to the

advantage of minorities appears to be premature. Moreover, HUD has not

‘reflected the commitment to the program which would result in its investi-
gating the possibility of the development of sound alternatives for increas-
ing the housing optio'ns' of minorities. HUD does not yet know if it must,
for exam;tle, require stronger affirmative marketing plans, provide increased
technical assistance to builders and developerg, and/or cenduct more System- .

atic and comprehensive onsite reviews..

B. .Broker Certification N

H’UD and the Veterans Administration ift March 1973 agreed to require joint

certification cf management and sales brokers dealing with FHA-acquired
252
properties, since in many instances the two agencies deal with ‘the same
253 . . .
brokers. As of June 1973, however, HUD's central office had not made

- s A - -
some basic decisions about how the certification would be hardled; for /

‘example, it did not know if its current brokers were required to

}

251. HUD response, supra note 47. ' P ;

252. For more information see Chapter 3, Veterans Administration, infra. ~
253, Under this procedure, management and sales brokers must certify that ¢

they will not act in violation of Title VIII of the Civil Rights Acts of 1968

r Executive Order 11063. The broker must further agree that a) his or her ]

) staff will be instructed in policies of nondiscrimination; b) the fair housing
poster will be prominently digplayed; c) the logo will be used in all
advertising; ‘d) minority media will be utilized in the sale of any propertier

C nd e) a nondiscriminatory(_jmusing po)h.w wiil be maintained.

. 110 .
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254
sign the new certification or if it would be applied only to newbrokers.

The certification clearly applies to the sale of FHA~acquired properties,

but HUD had not determined whether to require brokers to market affirmatively
255
3_11 of their properties. Further, HUD had not decided to ‘bar brokers from

. 2
participation in HUD programs if they refused to sign the certification. It -

pl‘nned to remove the brokers from its rosters but had not made provisions
256
for refusing all sales offers from such brokers.
. AN

Further, as of June 1973 there had been no instruction or training

-~

- o
afforded to the equal opportunity field staff for impleme;nting the certifi-

¥

cation. As a result, although a requiren{ent of the program is that area
and insuring offices’ equal opportunity staff will momitor con'tplia?ce,

many of the field offices had not implemented the program. VA, on the other
hand, had acted more exp;editiously and had provided it's field offices with

full instructions for the implementation of the new certification requirement.

When VA observed HUD's inaction, however, VA also determined not to implement

the certification requirement. Brokers who failed to sign the requirement were
t . \ .

not terminated from participation in’ VA programs.
X NS

‘3

o
\ -

254, Interview with Laurence D. Pearl, Director, Office of Program Standards and
Analysis, #nd Nancy Chisholm, Chief, Program Standards, Office of Equal Opportunity,
HUD, June 13, 1973. The VA intended to require this certification of all of its
brbkers. See Chapter 3, Veterans Administration, Infra.

)

255. VA on the other hand required that a broker affirmatively market not only VA=
acquired pro‘gerties but all properties in order to qualify for participation ir}.VA
programs.

. 256. VA had determined that builders who did not sign the (.ertification would be
.ineligible to sell any VA-acquired properties.

NS
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C. Other éiogram Standards

f ) -
There: are four other hUD program Standards upon which HUD has placed

.
~

major emphasis: project selection criteria, project selection if community -

development, comprehensive planning assistance, and workable programs.

1. Proiééc*Selgction Crigeria
}n January 1972 HUD 1s%ne¢ a set‘of eight project selection criteria’ -
to be used in rating applications for participation in subsidized housiég.
A major purpose for the development of,these criteria was to implement
_ Title VIII of che 1968 Civil Rights Act, which requires the Secretary to

administer th%oprograms relaling to housing and urban development iIn a
. ) 257
/
mannet affirmatively to further the policies of this title. Four of
’ 258
these criteria concerned the impact of proposed projects on

minorities and low- and moderate-income familfes, with the main objective

PRV

being that subsidized and public housing projects will be constructed

. . {
on locations outside #reas of existing\minority’ and poverty concentrations.

~ m———

The proposed project must: (1) serve urgent unmet needs for low-incoﬁg
. i

housing; (2) widen the range of housing lotations available to minority
259 .
families; (3) not contribute to the concgntration of subsidized housing

-

1n any one section of a metroéolitan area; and (4) have potential for creating

-~
minority employment and business opportunities. For each criterion, a housing

-

proposal receives a rating of superior, édequate, or poor. A proposal ~

receiving a poor rating on any one criterion is rejected. -

3
3
L}

Lo .

257. U.S. Department of Housing and Urban Development, Implementation of -
‘HUD Project Selection Criteria for Suhsidized Housing. An Evaluation (1972).

258 1In addition to these'equal opportunity considerations, there are four
other criteria: the envirormental impact, the relationship to metropolitan
planning, the ability of the applicant to perform efficiently, and the pro-
visi f sound housing management. ’

259. For a critique of these first two criteria sec, D,0. Maxwell, "HUD'e
Project Selection Criteria - A Cure for Tmpermissible .Color Blindness?" 48
Notre Dame Law. 92 (1972).
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2, Prgjec;: Selection For Community Development

Appli.cants for most of‘HUD's t.najor community development progranlszGo
z}re required to demi:;nstrate that they are expandir{g housi‘ng opportunities
for minorities and 1éw- and moderate-income families and that they will -
i)rovide adequar:e minority ‘emp.loyment and entrepreneurship oppo~tunities,
Title VI assurances, as well as maps and othe{ materials submitted |

" 4 .
with the application,must provide proof of the applicant's, intended

equal opportunity program.

\

-

~ The one program which does. not have to meet such criteria is the. "
program for %_ater and éewer grants, which has no fair housing requirement.
. y

It is of particular :lmportancé that regulations for evaluation of water

and sewer- applications should also have eqixal housing opportunity require-

ments, since many communities which apply for such programs often lack fair
261

——

housing legislation and often have exc'lusio;xary_ iand»ase policies.

.

rd > ’

S

260. These commmity development programs include HUD's open
space
\neighborhood facilities, and public €acilities programs P paces

L]
)

261. Ssee U.S. Commission on Civil Rights, The Federal Civil Rights
Enforcement Effort--1974--Federal Programs (in preparation).

113
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262

" 3. Comprehensive Planning Assistance (701)

* and advisory groups must contain representatives of major areawide citizen

]

There are four basic cqual opportunity requirements in the 701 programazﬁz\\
264
. ~\
First, recipients mest cnsure that there is adequate representation of

minorities and womén on the staff of the planning body. Second, policy

Y

interest groups, including minorities and low-income persoms, Third, the

g:ﬁntee is encouraged to utilize minority consultants, deposit grant funds
in minority owmed banks, and assure equal employment and contracting oppor-
tunity on the part of third-party contractors. Fourth, a work program is

; C oA
réquired from each applicant to assure that a suitable supply of housing
; .

\

- o meet the present and projectéd need is provided and mmrkefed on a non- , &

s - 7" .’ -
'disé;imdnatoiy Hhs{s. The written work program should include a description
of: -7
activities which will contribute to =
correcting effects of past discrimination and
the manner in which they will do so, and describe
how thoses.activities will benefit residents (,

of the planning area on a non-discriminatory
basis. 265 :

.~

”?62, 40 U.S.Co § 8461-(1970), as amended, 40 U.S.C. § 461 (Supp. II, 1972).

263, Section 701, Comprehensive Planning Assistanc@ is unaffected by
HUD's housing moratorium. . ‘ .

264, Recipients of .the 701 program include States, cities, regional and/or
planning agencies and othéY applicants, such as interstate regional planning
commissions, tribal planning councils, local development districts, and
economic development districts.. The purposes of the 701 program are to improve
executive planning, decisionmaking, and management capabilities; to assist
communities in planning for commsnity development and urban.and rural growth;
and to éncourage community planning and management as.a-continuous process.

265. Memorandum from Samuel C. Jackson, Assistant Secretary for Community
Planning and Management, and Malcolm E. Peabody, Assistant Secretary for
Equal Opportunity, to all Regional Administrators, Field Office Guidelines,
Equal Opportunity in the Comprehensive Planning Assistance Program (701),

EK&T'Z’HB; , : 114
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4. Workable Program  %* ' ! !

Communities appl&ing for urban renewel and }related development . T

. o 266
grants and loans must first file for a woﬂcable program certification. \

1 4

As part of the certification process, before funding can. be provided,
t:he locality applying for a grant must demonstrate that it will expand . -
W, '1ts\ow- and mo&erate-lncome housing and that it will eliminate dis-

, 267
criminatory housing practices.~ The actions which HUD looks at/in

a vorkable p'::ogram submission are the passage 01: strengthening” ?f a

\'}:1oc;1 fair housing ordinance, allocatihg (or increasing) staff or , \
¢bu&get, for fahy- housing enforcement , and dispereal of subsidized
housing throughout thle lo;alit&.’ In addition, the workable program

n'mst:,'show that planning and programming of community fecili,ties and ¢

e

services are equitable {n that minority persons benefits-from the ‘

3]

‘ S ,
program in relation to}fie intensity of their needs. Finally, a :
\

lecallty mist submit & program for 'egpanding the supply of low-

and moderate-income housing. ‘ . |

»

266. This is a 2-year certification’ subjetct to midterm review. The *
workable program. scribes viable plans in that 2-year period for the
development of the Hrea, for example, in expanding water and sewer
facilities, orbuilding replacemedt housing.

267. The faif housing requirements for workable programs were added
in December 1971.

PR
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5. Implementation of Program Standards o ) s 7

In order ;o'implement HUD's various program standards, in 3anuary.
1973 Hab‘issuéd ggidelines f;r the selective re#}ew of applications farQ
':;;HUD‘s:assisténcé. ° Under these wuidelines, area office program staff
' retain respodkihility for reviewing:applications for assistance.269 Thg
area equal opportunity staff areJresgonsible fgr‘deciding which appli-
) cation; they will review.270 Théy'ﬁhy/chooég\fo have equal ogportunity
staff conduct the reviews or may d;cide‘to establish a,systeﬁ'throuéh‘wﬁich

equal opportunity input will be ?andled by other program staff.
- N ,/ -

-

In all offices, regardless of whether equal opuprtunit§ reviews are
{ ]
gonducted by the’equal opportunity or' the program staff, the equal opportu-

nity staff decides which programs are go he selected for review. "All

dﬁblications received by the area or insuring office are rout d to the
% . - i

equal opportunity division for such a decision. The; central ofidce

has instructed the equal opportunity staff to base.the decision for

] N \

268. U.S. Department of Housing and Urban Development ¢ SelectiGé’Review
Guidelines to Field Offices, January-1973. These guidelines will be
incorporated into one chapter of a consolidated one-piece HUD issuance
on equql opportunity responsibilities and operations in field offices.

269, Equal opportunity staff decide qb;ch programs and which communMsies
will be 'selected. November 1974 Toote letter; supra note 32.

270. HUD, Selective Review Guidelines, supra ngte 268.

1
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- ' ' - 116

N




-

Ss}éctive review "upon considerations of a community's urban, social,

{

racial, employment and housing problems as well as its shqﬁt—raﬁge or '
Y ) 271

long-range goals to which HUD and other Federal programs relate."

HUD also states that other dehidiné factors which are to be taken into
~ . ' P N -

account are requests‘for review by program staff, past pragtices of

concerning disériminatidn, a high degree of local community tension

|
|
|
|
|
|
|
ancomplianée with equal opportuniEy requirements, complaints or lawsuits .

¢ or pubiic contfoversy on.civil rights problems, and indications of equal °
':‘l ’ -~
opportunity problems féfm local minority groups, citizens, or organizations. °

As of mid-1973, the HUD central office had c°mpIeféd only one evaluation

of the implementation of program standards’ From June to December 1972,
. . v’ i . :
the central office in conjunction with the 10 regional offices visited 25

. . - .
area and insuring ofnges to analyze field office procedures in administer-

. ] 272 , . ) ..
ing the project selection criteria. One of the issues examined was the

k] » ¢
.

" involvement of equal opportunity staff,

HUD's evaluation revealed that in 15 of the offices’analyzed the -

-

equal opportunity staff revieééd the equal opportunity criteria for all

I ~ .
proposals. About half of the proposals were reviewed by. equal opportunity

2710 _I_é.- 4 \ "Q

. 272, HUD, Implementation of HUD Project Selection Criteria for Sub-

sidized Housing: An Fvaluafion, supra not
: 8up e 257,
not 1ist the cities Teviewed. ’ \This report does

.
. ,
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staff in two other offices. In four offices, all ratings are made

« by the chief underwriter who is the program.manaéer, and in two cases

by thé muléi}amily housiﬁg representative, The absence of equal

oppdttunity'gtaff dﬁring the evalué%ion accounts for the lack of

,eqﬁal opportunity rev;ew in one office?730yera11, however, the evdluation
was uninformative. It'showed little°about actual implementation of Lhé - ..
civil rights,ariteria.n4 : ' ’

P4 A3

. , . s ' -
Equal opportunity staff in the field offices visited by Gommission staff
executed their re§pon§ibilities in different, and frequently innbvative,mannersi\__-//

R N
For example, HUD area offices -are allocated funds on a periodic basis and -the

275 : , . "
Boston Area .Offjce staff take advantage:of this and "batch" subsidized

housihg applications in order to ﬁake comparisons among them. This is an

.

R

273.0ne other pfficereviewed was -.in San Juan, P.R., where the equal
opportunity staff is not involved in evaluating project selection criteria
because the area office director and staff have determined there are no
minorities in Puerto Rico. - ’

274, Many of the findings were desériptfﬁe rather than evaluative, For

example, the report indicated that of 3,176 proposals, 1,446 wefé given

a superior rating on the minority housing criteria because they provided
opportunities for minority housing outside existing areas.of minority
concentration, The report did not attempt to determine whether the '
judgment of the staff making these ratings could be independently verified.
Further, the report did not attempt to determine whether the funded housing,
when occupied, filled minority needs as it promised at the time of application.

275. In the Boston Area Office the equal opportunity staff developed a system
whereby/it has input into the program standards and reviews, by having one

of fts members bs part of a team which reviews all.applications 3 >
every 3 or 4 months.” The team includes program staff, equal opportunity i
staff, and ghe area economist, ~/}
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-

excellent system, since it provides the eoual opportunity staff with

the opportunity to recommend only those applications which best meet

!

the program standards.

276
.In Dallas, New Orleans, and Fort Worth nearly every review
) 277
includes an onsite visit. Equal opportunity staff initiated this

practice because they felt they were not sufficiently well acquainted with most
localities in their jurisdiction to approye or disapprove a site without
[}

first visiting it.

[N
.

in some cases, because of the discretion left to area and insuring
office staff, HUD fails.to implement one or more progrym standards.
For example, staft in the Chicago area office have failed to develop
an adequate system for reviewing project selection‘criteria. As of
May 1973 equal opportunity staff had not devised a review system,

and program staff had excluded equal opportunity staff from full
278
participatibn. The blame’ for inaction falls on both the‘equal

° , ) .
cpportunity and program staffs. Although due to the housing

276. 1In this region, VI, equal opportunity staff review all subsidized
housing applications, making recommendations to the program staff about
which projects should be funded. The Fort Worth office at the time of the
Commission's interviews had only received three applications since October
1972. The New Orleans equal epportunity staff @étimates they receive 10
to 12 applications monthly and\that applications for multifamily projects
will often proposa,two or three possible sites. The Dallas Area Office
reviews approximately the same amount of applicants as New Orleans. In
-all three offices, the applications are automatically forwardgd to the
equal opportunity staff for their recommendations on thgecriteria
which they are required to review. x

4
277. 1In %e New:-Orleans Area Office onsite visits are not uSuaiay made
for sites in New Orleans or Shreveport} unless controversy is involved,
because equal opportunity staff believe they are adequately familiar
with these cities.

-

'Ihompson interview, supra note 42, - 119
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‘morarorfum, housing project selection' criteria are no longer

a HUD res?opsibility, such lack of coordination between equal
opoortunity and program 'staff can cause significant problems in-

the execution of fair housing policies A ' .

¢

Similarly,#the Boston Area Office does not use HUD's workable
program standards in determining whether certification should be
awarded. It is the opinion of the Dperations division, which

-

handles~funding of all HUD applications, that the workable program

ALY

requirements are too general to bde effective and that it is better
280 °©

to stress the equal opportudity standards for specific programs.
- * s .

The Bosto;\Area.Offi;e'§ equal opportunity stagf, therefore, have failed even
“to estoblish a system for reriewing workable programs or for dis-

covering localities' that are due for recertificationg, thus relin-

quishing an effective” lever for,encouraging communities to eliminate

discriminatory practices. A

279. —fee p. 71 supra.

280, Interview with Marvin Siflinger, Director, Operations Division,
HUD Area Office, Boston, Mass., in Boston, Nov. 15, 1972 These
include, for example, the project selection criteria for community
devzlopment. s

-
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A

HUD's implementation of its program standards has al$o suffered
from lack of adequate guidelines. Although the equal opportuntiy
requirements for HUD's comprehensive planning assistance program’

(701) were set in February 1972, it w&s not until January 1973
~ 281 . .
‘that the central office issued guidelines to assist the field

offices in their implementation of the 701 equal opportunity require-
ments. /

The gufdelines suggest that each area office establish and -
- T : ‘ : by
maintain equal oq‘Prtunity information based on grantee and staff

inputs/ concerring such matters as staffing, policy boi;;composicion,
- o ’ A . -
and political and social characteristics of eacl area, Such in-

formation would be used by area offices to éssigt grantees and
3 . .-

evaluate their equal opportunity performance. These guidelines

are vague, however, and do not requife area offices to”perform an

analysis in major metropolitan areas of tﬁa\;gftacles to équal
282
housing opportunity and to the greater dispersal of low- and

mode;ate-income~housing. Area offices are not yequired to collect_dath
on the numbér and geographic, location of the racial and ethnic minori-

ties in major metropolitan areas. There i's no requirement for an

i

4

2§1. Jackson and Peabody memorandum, supra note 265,

282, Such an analysis would incfhde, for example, reviews of zoning
ordinances to identify any which tend to be exclusionary, of State

and’ local fair housing laws to determine the adequacy of their coverage,
and of State and local fair housing agencies to assess their effectiveness,

\'.' \ AN 1:21
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analysis of the housing market or the collection of any economic

data, such as on income or employment patterns. Further, no such
o 284 - :

analyses are performed by HUD.
=

HUD'é 701 guidelines instruct the area offices to set up a

-

\ \
monitoring system for 701 applications. This monitoring should
1nc;ude‘onsite visits to review graitee performance. The area offices

have failed to establish-reliable monitoring systems and only the

Director of the New Orleans Area Equal-Opportunity Office has mdde

283. HUD's recently informed,this Commission that it:

...currently has under contract with the s
Washington Center for Metropolitan Studies
the development of a minority housing
market analysis model that will, when
completed, enable HUD field offices -to
make highly sophisticated estimates,
for auy given year and market area, of
potential housing market demand for
Black and Spanish-speaking homeseekers.
The contract will also provide this
analysis for six large metropolitan

~ areas. November 1974 Toote letter,
supra note 32.

284.This equal opportunity information is needed and could be
utilized by many agencies, groups, and organizations in carrying out
their work programs. The information could be compiled by HUD and
made available to applicants, grantees, and any other persons,
groups, organizations, or agencies requesting it.
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4

_ of the equal opportunity stéff.

onsite visits: . '

.

" The equal opportunityggggff have the authority to recommend

that an applicant remedy its civil rights deficiencies before 1its . .
- o . ’ :
application 1s funded.. They may also recommend that an application

'which does not meet the program'stahdards be rejected. The program

representatives can- make 1ndepgydent recommendations for approval
« 3y -

or rejection, but they cannot overrule equak opportunity staff

disapproval of apblications;for equél bppbrtuh%;y reasons.
. ’ ) M . - .

Where there are disagreemenﬁs‘betwéen program and equal opportunity

3

staff the mdtter is resolved by the érég er 1nsuring office director

. who ‘has the final -authority in the funding of HUD's applications.

~

. . ') - . ~ .
HUD has not takep steps, however, to ensure, that all Assistant Regional

"Adminisfratgréfg;r Equal Oppdrtunity are informed of each {nstance

.

i — . 3
—— - 3

in which an drea or insuring offffe director overrules the recommendation
285 . ‘

e *

u \

285. It 1is the'general practice of equal opportunity staff to infoim
the Assistant Regional Administrators for Equal Og%?rtunity of all
instances when they are overruled by area and insuring office directers,
but this is not spelled out in the selective review guidelgngl.

R ) . . '..

-
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On only rare occasions has the use of program standdrds resulted
in the deldy of HUD applications until equal opportunity standards
. 7 d .
are met., On Several occasions, 701 applications were held up be~

cause‘applicanfs,in the Dallas region failed to prov¥ide adequate

A 286
equal opportunity assurances. In San Francisco, equal dpportunity

- staff stated that the majority of'iizfcies fail to address them~

selves to'equal opportunity requiptments, either in program con-
P ’ - P

. 287
tent,” employment opportunities, or citizen participation. None=-

fheless, the San Francisco director recommended deferral of only A
288 - '
six applications. The Los Angeles equal opportunity staff was
. - 289 -
reviewing 26 applications which had deficiencies. Both the

.
N

San Francisco and Los Angefés offices proposed a new procedure for
- ’ +
‘handling applications not meeting HUD equal opportunity standards.

This procedure provides that an applicant receive only 20 percent

~
of the requested funds, with the remainder

-
>

286. 1973 Odom interview, supra note 10l.

~

287, Jeffers interview, supra note 113,
. - .
288 1In addition, in 1972 the San Francisco Regional Office held
up funding for the Association of Bay Area Governments (ABAG) -for
6 months until ‘it developed an acceptable housing work program. °
¢ ABAG has now funded a metxropolitan housing group in Alameda County
to develop a‘plan to increase the supply of low--and moderate-
" & income housing and to explore efforts to reduce housing discrimination.
%289 . Most of these are city planning agencies, but’ they include the
* Arizona State Planning Department, the Navajo and Papago Tribes,
and several regional planning agencies. The equal opporttnity director
indicated that the inadequacies varied,but- all applications were
deficient in the following areas: program content, minority em-
lployment and business opportunities, an citizen repgesentation(

| , . 128 .

.
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contingent upon the applicants' correction of all its equal opportunity

o 291 . “
deficiencies within a designated time period. ’

HUD's 701 guidelines briefly discuss‘sanctions which may be applied

to grantees for noncompliance with 701 equal opportunity requirements:

fund cutoffs or failure to renew funds. Sanctions can be initiated

by the Assistant Regional Adminisgrator for Equal Opportunity but may only

be applied bf the Assistant Secretary for Equal Opportunity,

L

Funds have never been cut off from a grantee for failure to comply

with the 701 equal opportunity requirements., HUD staff, however, indicated
- the belief that grantees sometimes were not complying with equal oppor-.
tunity requirements after their plans were approved and funding was awarded.

For example, in te Dallas region, the North Texas Council of Governments

and the City of Fort Worth both continued to receive 701 funds although

HUD equal opportuqify staff believed that both had extremefy minimal

291

r

"housing work programs” which did not include fair housing provisions.,
. N - bl

290,.This concept contains two features which makeés it useful. First,

an applicant is given sufficient funds to initiate a pro?ect which is
benefdcial to a large section of the populace. Second, by withholding
part of the funds, HUD maintains the leverage necessary to compel the
applicant to meet: its equal opportunity requirements within a specifted -
period of time.

291,Intefvieﬁ wit@ Martha Chanley, Fort Worth Human Relations Commission,
City of Fort Worth, Tex., in Forth Worth, Jan. 30, 1973.

-




107

V. Miscellaneous Activities

— A. Voluntary Compliance ~
292

Although HUD established an Office of Voluntary Compliance
- )
within its Washington Equal Opportunity Office in April 1972, by mid-1973 |
HUD séill had not fully outlined a program of responsibility to be
carried out by this office. The Office of Voluntary Compliance has

developed a visual presentation, explaining the concept of affirmative
293
marketing, to assist field offices in negotiating industrywide plans. -

The Office of Voluntary Qombiiance has also developed a draft handbook,

in process of revision, and ﬁbdel agreements, to proﬁ;te the negotiation
. > . 294
of voluntary, areawide, affirmative marketing plans.

ther activities of the office include the preparation of- a C&de
for Equal Opportﬁnity in cooperation with the National Association of .
. 6 - ’

Real Estate Boards; the planning of publit relation films, one aimed at

292, The purpose of thie uifice is to encourage affirmative action-by

members of the real estate industry and local communities to achieve

voluntary compliance with Title VIII. See Section II, A, p..12,

supra,

293. These plans are discussed in greater detail on pp. 80-83 supra,

Industrywide plans have been developed in Dallas, Tex., ‘San Diego,

Cal., and Altus, Okla. Preliminary negotiations have started in. {
" Chicago, I11., Houston, Tex., and Oklahoma City, Okla. At one time HUD discuased
negotiating nationwide affirmative marketing plans, but it now believes
that national plans cannot address the problems, needs, and resources
- of each separate market area. Nat Smith interview, supra note 50. HUD
noted that as of November 1974, plans and ‘agreements have been developed
beyond the ones mentioned here. November 1974 Toote letter, supra note 32.

294, 1d. -
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4 . -
the Spanish speaking community and another éemonstrating a multi-

racial comgunity; and- the arrang&ng of a meet%?g with major fair

housing groupe to discuss HUD's equal opportunity goals an& the best

methods of accomﬁlishing them. As a'result of this meeting, Voluntary

Compliance staff traveled to Cleveland for an examination ‘of the

uhusual institutional approach to fair housing underway in Cleveland'

Operation—Equality,296 a program funded by the Ford Foundation. The )
Washington office has also participated in HUD efforts to encourage

- ’ 297
private attorneys to file Jones v. Mayer housing discrimination suits.

295, This film will be.designed to explain in Spanish HUD's fair

housing role and the protection offered by Title VIII, including the

process for filing a complaint. It is being produced by an Anglo

firm which had never previously produced a film. The film has been

underway for 2 years. Interview with Ignacio Lopez; Spanish Speaking
Coordinator, Office for Equal Opportunity, HUD, June 18, 1973. , >

296, This organization directs minority homeseekers to specific real
estate brokers and then monit&xs to observe their actions.

:297. For more information on Jones V. Mayer, see p, 109 sup ra,
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In 197i, HUD explained’-)to some Statg bar associations the
’ ‘ 298
various fair housing laws, including thq 1866 civil rights statute.

In 1972, HUD initiated the holding of 1l-day conferences on the
role of the private attorney in fair housing laws. Included in

these conferences were lawyer's wotkshops which explained step
: 299
by step the filing of Joges v, Mayer suits. These conferences
. 300 ’ .
have been continued in 1973 . . and are planned to be continued in-
301 > 302 ’
definitely. Ten were to have been held in 1974.

A

298.- The State bar associations addressed in fiscal year 1972 were:
Alabama, Connecticut, Michigan, Nebraska, New York, and Oklahoma.
299, HUD response, supra note 47.

300. In 1973, six conferences were held in the following cities:

Champaign-Urbana, "I11.; Portland, Ore.; Silver Spring, Md.; Detroit,
Mich.; Philadelphia, Pa.; and Boston, Mdss. .

301. HUD fesponse, supra note 47,

302. 1In 1974, these copferences were held at the following universities:
New York -University, University of Southern California, Duquesne Univer-
sity, University of Seattle, University of Mississippi, University of
Denver, University of Texas, University of Connecticut, and University of
Missouri. As of June 4, 1974 one more was to have been held before the
end of fiscal year 1974. 1974 Holbert interview, supra note 40.




/
l v
. Y
B. Fair Housing Grants
4,
. R . N 303
/ HUD makes a number of grants to private-organizations for fair

N /

housing activities under Title VIII. Such activities include preparatio
’of fair housing handbooks, demonstration projects on changing institutiopa
real estate structures, and.demong;tation projects for the analysis of

304
possible tethods to elimindte housing discrimination. For example, a

—

303, HUD reports that it has. been using its contract authority to involve

fair housing groups in research and demonstrations. In one such pro-

ject, which HUD refers to as "Fifteen Cities," fair housing groups which HUD
believes have % good reputation in theih communities will act'as subcontrators

to carry out tasks for whicH they are uniquely equipped. September 1974
Toote letter, supra note 82. ,HI'D has also made such a grant to the Mass-
achusetts Commission Against Discrimination, the State human rights agency.

304, A $50,000 grant has been approved for a project in San Leandro, for
the San Leandro "Freedom of Choice" project, Local lenders and brokers
are cooperating with an integrated real estate board in neighboring Oakland, °
Cal., to share listings. In the Fort Worth region, the Greater Dallas '
Housing Opportunities Center had a grant to a New Orleans coalition of
discrimination in Dallas, but this ‘project was not refunded. HUD is con-
sidering a proposal for a $150,000 grant to a New Orleans coalition of
civil rights groups for an antiblockbusting project. In the Chicago
region, the Leadership Council for Metropolitan Open Communities has been
funded for $350,000 by HUD to form community-based fair housing groups,
work for the passage of fair housing ordinances, and assist minority fami-
lies in finding housing out of the ghettos; The Leadership Council has

also encouraged complainants to file lawsuits and has held workshops on
fair housing lawsuits. It has published a booklet entitled "Guide to
Practice Open Housing Under Law'" which discusses fair housing laws and
background cases. It describes how to develop a fair housing case and

how to prepare for court and trial. In the Boston region, HUD has given
two planning grants to thc Massachusetts Commission Against Discrimination,
a State agency. The first grant was for a broad scale study of the rela-
tionship between jobs and housing and discriminatory housing practices in
the Boston area. The second was for the develophent of new types of evi-
dence and remedies to be used to detect discrimination in housing.
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l$9;000-grant has been approved for Westchester (N.Y.) Residential Opportunities
5, : )
ifp‘prepare a handhook for real estate brokers on how to incorporate fair

-

housing into,their_business'%perations. Baltimore, Marylagd, has a HUD=- A
funded°demonstratioﬁ project to change the institutional structure of

¢+ . Baltimore County and integrate the Baltimore suburbs. In the San Francisco

K

e

region, the Nat1ona1 Committee Against Discrimination in Housing received a

. 3-year grant.of $300,000 from HUD in 1970. Its researeh on discriminatitn in
real estate and mortgage lending resulted in the San lLeandro Report. It has also
funded "Opcration Sentinel" to inform persons Jf their rights under ‘Title VIII
and has developed methodology for a "regional applicant pool" centralizing
appliéant-housiné vacancy information on subsidized low~ and moderate~income
housing in the Bay area. Operation Sentinel's parent éroup, the Mid-Peninsula
Urban Coalipion;C;a}’applied for a grant to fund a legal revelving fund for

305
litigation under Titlé VIII and Jones v, Mayer, '

All regional offices visited by Commission staff were involved dn pro-
poaing or supervising grants to local organizations. This aupporr haa been
worthwhile, but insufficient. HUD has not yet generally used its grants
to fund local fair housing groupa which have agreed to monitor its fair
housing reguirements, such as affirmative fair housing marketing plans.

*

Further, it is not sufficient for HUD to fund studies which present methods

4 &

305. Jomes v. Mayer, supra note l4.

> ,‘?
-~
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“or a1ternatives for ending discriminatory practices by brokers,

Cl .

developers, lenders, and tealtors. HUD must corroborate any

-’

3

findings of discrimination and make recommendations for their ) o
remedy. It must insist that the most feasible findings and recommendations of
such studies be implemented. Furcher, it must design a mechanism

for monitoring the implementation of the recommendations of such

studies to ensure that they are being carried out, >

.

t

C. Annual Arrangements

’ 306
"Annual arrangements¥ are a means fornproviding municipal-

gobernments with a package of categorical grant programs to meet

local needs and priorities in exchange for signing a Memorandum o -

of Understanding outlining the reiationship between HUD and 2

city. The annual arrangements’ Memorandum of Understanding is the

result of negotiations between a HUD .field office and a local .
! 307

general purpose government. Such governments are given funding

priority by HUD area offices in order that they can accomplish certain

306. According to HOD, annual ‘arrangements have three major purpoges:
to provide localities with experience preparatory to revenue sharing,
to allow HUD to work closely with local .governments, and to expedite
processing of project applications. In addition, HUD states’ that
this effort is to encourage local flexibility and to allow for field
offi experimentation. There are no formal handbooks or detailed
writgeh instructions on the program.

307 HUS\response, suypra note 47,

.



308
réquirements established by.HUD. . '

Among the requirements for annual arrangements is an equal opportuﬁity

component. For example, as a part of its annual arrangement, a city mignt

agrge to pass or strengthen a fair housing ordinance, establish or strengthen

its fair housing commission, hire 7€§ff to carry out its enforcemént effort, -
. : 309 ? ¢ ¢ '

and ensure ?inority employment,

-

The regional offices ‘select the cities which are invited to participate

in annual arrangements. The selection is usually based on such criteria as’

<’

the size and existence of a core city.area, population characteristics, !
- ¢ -
and volume of HUD programs. - Program staff are in charge of executing the

agreement, although equal opportunfty staff may be asked to design_the

310
equal opportunity goals and requirements for cities.

Y

1 M

/

308, Among the problems which the agreement must address are improving the
living environment, insuring proper relocation resources, insuring coordie
nated pianning in areawide development, promoting development of low=- and
moderate-income housing, and improving citizen participation.
309, As part of its annual arrangement, Rockford, Ill., has agreed to
strengthen its fair housing law, to hire staff to emforce the law, aud to
"ifbrove city and county posture" on both equal employmert and fair housing.

310. The Fort Worth Region has six annual arrangement cities for fiscal

‘year 1973: E1 Paso, Grand Prairie, Olney, Port Arthur, and Waco, Tex.,

and Albuquerque, N,M, Equal opportunity staff participated in preparing the
agreements., Annual arrangement cities in the region will be expected to
pass a resolutien in support of Title VII and, if possible, develop fair
housing ordinances and eéstablish enforcement mechanisms to carry them out,

<
"

132
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The annual arrangement process could be used to commit local govern-

- « Y M ..
ments to undertaking widespread affirmative action to open up equal housing

. o 311
opportunities in the pa;tiéig?ging cities. The operation of the program
as of early 1973 wvas not gnccuﬁaging. ( e

The quality and comprehensiveness of the equal opportunity component

of the arrangements depends veij'huch upon the amount and strength of input

v
by area equal opportunity staff, and HUD equal opportunity staff are not

: — /)

311. The following had annual arrangements: Region I (7)--Bostoni EZTi‘
River, New Bedford, and Springfield, Mass.; Pawtucket, R,I.; Bridgeport,
Conn.; Portland, Me, Region II (4)--Patterson and Plainfield, N.J.;
Syracuse, N.Y.; Virgin Islands. Region III (3)--Wilmington, Del.; Erie,

Pa.; Hampton, Va. Region IV (7)--Athens, Ga.; Rock Hill, S,C,; Winston-
Salem, N,C.; Biloxi, Miss.; Tampa, Fla.; Morristown, Tenn.; Danville, Ky.
Region V (9) --Carbondale and Peoria, I1l.; Youngstown, Ohio.; Grand Rapids,
Mich.; Evansville, Fort Wayne, and Gary, Ind.; Milwaukee, Wis. and State

of Wisconsin. Region VI (24)--Albuquerque and Tucumcari, N.M.; El Paso,
Gr;nd Prairie, Olney, Port Arthur,'Waco, Corpus Chris;i, Eagle Pass, Laredo,
and San Antonio, Tex.; Camden, Fort Smith, Newport, and West Memphis, Ark.;
Baton Rouge, Lafayette, Monroe, New Orleans, and Shreveport, La.; Lawton,
Shawnee, Stillwater, and Tulsa, Okla, Region VII (10x--Topeka, Kan.: Council
Bluffs, Davenport, Des Moines, Mason City, and Ottumwa, Iowa; Lincoln and
North Platte, Neb.; Charleston and Wallston, Mo. Region VIII (4)=-~Butte,
Mont.; Rapid City and Sioux Falls, S,D.; Standiang Rock Indian Reservation,
N.D, and State of South Dakota. Region IX (10)--Oxnard, Pasadena, Riverside,
San Buenaventura, San Diego, Oakland, Richmond, San Jose, and Stockton, Cal.;

Hawaii County, Hawaii, Region X (2)~--Portland, Ore., and Seattle, Wash.
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: ’ 312
Qq\alwaya part of the program teams negotiating annual arrangements. \

In fact, HUD reports, that only about. two-thirds of {he arrangement agree-
) . : . - 313
ments make reference to activities to further fair housing g}portunity.‘

Futther,\fxgn where fair housing components have been included in annual

arrangement agreements, they have'been often so weak as to be practically

3( 314 Cy .
nonexistent. Finally,‘there(haJé been no for:j} compliance reviews of
annual aééfngement aggeements, although if an annudl afrangement is re-

negotiated, the,equél opportunity commitﬁsafg Qf the previous arrangement~“
will be‘reviewed. Finally, with the moratorium on many HUD programs,

there is little)incentive for cities to.keep their‘part of the agreements.

312, For egample, the equal opportunity division in the Chicago Regional
Offic& does not often get involved in the annual arrangement process. In
1972, the equal opportunity division in the Columbus Area Office complained
that it was being"excluded from participation in the annual negotiations
with Youngstown, Ohio. The Area Director was persuaded by the Assistant
Regional Administrator’ for Equal Opportunity in Chicago to include equal
‘opportunity staff.

. L2
313, HUD response, supra note 47.

314. The San Francisco Area Office developed a citywide affirmative
action program as the equal opportunity component of the annual arrange-
ment package negotiated with localities. 'However, it concentrates pri-
marily on minority employment and its fair bousing aspect is restricted
to a promise that the city will conduct an analysis of its fair housing
problems., ' .

/
f
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D. . Racial and Ethnic Data '
315 316 -
Racial and ethnic data for most HUD programs are collected on

applications and reports, €.g., interim progress reports on affirmative
marketing by builderé auﬁmitted to HUD area and insuring offiges.. These
data can be cabulated‘for entire HUD regions and for particular cpunties,
S;nndard Metropolitan Statistical Areas (SMSA's), and even smalfﬁé%hreas.
Monthly sales and occupancy reports for, individual projeéfg required by
affirmative marketing regulations have begun to come i:t‘o HUD f:{éld
office but, -as oftlate spring 1974, had to be tabulat;d by hand. In order
to analyze thesé data, the FHA ec&nomiqlmarket analysis divisions ?n the
lfield off?ces periodically compile demographic datéﬁ includiné\racinl and
\ethnic statistics for c;unties. \Tﬁey have also prep;red maps upon request
which ‘show racial and ethnic group concentration in geographica} area;317

and an economic breakdown, i.e., income of communitieg by white

v

-
-

315., The categories often include American Indian, Asian American, black,
Spanish speaking, and white, although they are sometimes more limited. For
example, in HUD's urban renewal program the following categories are

used: "White (Non-Minority), Negro/Black, other minorities and not reported."
Letter from Gloria E.A. Toote, Assistant Secretary of Equal Opportunity,
Department of Housing and Urban Development, to Jeffrey M. Miller, Director,
Office of Federal Civil Rights Evaluation, U.S. Commission on Civil Rights,
Sept. 25, 1974, *

316. The HUD programs for which data are collected include public housing
and some multifamily and single family housing programs. Data on par-
ticipation in community development programs are not available, with the
exception of data on the occupants of dwelling units in residential coh-
struction generated through HUD's urban renewal program 6n employment in
model cities programs and on persons relocated because of these programs.

317, The geoéraphi&al area varies according to requests, i.e., whoever "
(recipients, HUD staff, or other agencies' staff) makes a request delin=~ .
eates the area(s) for which informatidn is needed. Thompson intg\\rview,'

supra note‘42.
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and nonvhite categories.

© HUD, in August 1972 stated that it planned to develop comprehensive
data maps for 145 major metropolitan areas for use by field staff. The

maps were contracted out to private concerns for $500,000. The number
: . “ 318
of maps that are being developed, however, has been reduced to 40 SMSA's.

Unfortﬁnatelx the Nation's two major SMSA's, New York and Yos Angeles,
are not being done., The information on each of the 40 SMSA's will.vary

depending on the ability of the contractor to gather and/or produce the
319
information requested by HUD.

L}
The maps will contain demographic information from the census dis-

played on base maps of the mctropolitan areé, showing street outlines. '
- The maps will also show the location‘of HUD éubsidized housing projects.
In addition, occupancy characteristics3290f HUD's housing projects wfll ¥
"be included if the managers of the'projects gather and maintain- such // . ”
information. Coniractors will not be required to obtain this information
if project managers have not collected it, Further information con-
taingd in ;he‘ma;s wi{l include the date the housing projects were started,
" when they yere completed, kind of programs they are, and funding in-

321
formation.

i

318. Examples for which mapping is being done are Chicago, Washington,
D.C., Milwaukee, Memphis, Buffalo, Newark, Hartford, San Jose, and Phoenix.

319. Telephone interview with Marilyn Fine, Government Technical Repre-
nentative, HUD, Washington, D.C., June 14, 1974. ,

v

\" 320. This data is broken down into black, Spanish speaking, Asian Amorican.
and elderly,

321. Fine interview, supra note 319.
— ) ¢
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' . 3
The contract closeout date was May 31, 1974, but as of June 14,
-1974,the maps were not completed. They were to have been completed by
the third week of June 1974. They were then to be sent to the field

) 322
able to the public,

though equal opportunity staff in the field offices are aware of the

-~

323,
of racial and ethnic data. Equal opportunity staff have stated that

there are already too many demands on their time and that data use is
not a priority.
Finally, it is difficult to tell if HUD has corrected many of the

major deficiencies in its racial and ethnic data collection system.

housing programs but anticipated that these data would be published

H

[

322, 1d. -

323, The' equal opportunity specialists in the Fo;§~Worth FHA Insuring
Office tabulated occupancy applicaticns by race for all 236 and rent
suppletient projects in Fort Worth. The analysis was done because of
complaints recéived by the equal oppnrtunity office. They were plan-
ning to use these in recommending possible compliance remedies.

324: These deficiencies were noted in the Reassessment report, supra
. note 41, at 35, 36.

ERIC .
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offices for a period of evaluation before the inqumation vas made avail-

It is impossible to determine if HUD programs are re&ching minoricies
and women without data on the race and ethnic prigin cross EIassifLed by

e |
sex of the beneficiaries, Nonetheless, Commission staff found that al-

‘availability of such data, they‘rarely request or use the data. In fact,

the. Commission found only one example of field office staff making use

324

For example, in mid-1972, HUD had yet to publish data on single-family

by the end of 1972. When HUD was asked if these data had ever been pub-

“lished,-the response was that a '"table" had been 'prepared" on a national




~baqis by type of program and by miqqrity group, and that a new minority

ieporting system was being tested,

HUD does not yet collect data on racial and ethnic composition
- )
of neighborhoods in wﬁich single- family housing sales arg made, and thus
/ e

it is not possible to assess the extent to which sales made through HUD's

~ single family}?ousing program perpetuated or combated segreéeted‘resi-

A

dential patterns. It appears that HUD does not yet collect data on the

. VoL
racial and ethnic composition of the population forfsgich HUD's programs

are targeted, and thus it seems that HUD cannot measure the extent to

325
which minorities are proportionately represented in its programs. It

also appears chat HUD does not collect rac1a1 and ethnic data on private
housing and does not make systematic use of census data to survey the

326
Nation's racial and ethnic housing pattetns. * L

‘ - N\

[}

P .
325. When HUD was asked if such data were cdllected, HUD's re8ponse .
was:
Eligibility for participation in the so-called
subsidized housing programs historically has
been based on family incomeé. The objective
was to reach the .disadvantaged both in the
context of race and ethnicity. The current
effort in the Direct Cash Assistance experiment
should provide some useful information at the
- neighborhood level, although the experiment
is limited to"only a few areas throughout the .
country. Toote letter to Miller, sE ra note 3135.

326. When asked if data on private housing were collected or if such a
systematic survey was made, HUD responded:

The Census Bureau collects the basic information
. on the construction of private housing with some
. limited HUD funding. Exténsive HUD funding is in-
~ volved in the Annual Housing Survey, a joint {
undertaking with the Census Bureau which atfempts
to provide intelligence on the size and condifion
’ of housing stock in yearly intervals between the
Decennial Censuses,...Id.
AJd8
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VI. Interagency Coordination

A. Genera}l Services Administration (GSA) ' . .
RN ' 327
On’June 11, 1971, HUD and GSA signed a Memorandum of Understanding
) H

in which they agreed that HUD would investigateand report its findings

"to GSA on the availability of low~ and moderate-income Housing on a

nondiscriminatory basis in the viginity of GSA proposed'project developmerit
‘ 328
investigations, site selections for public buildings, or lease actlons.

In carrying out its investigations and in making its recommendations

A

‘ to GSA, HUD is to judge a community by its degree of conformance with the

Rl

IToxt Provided by ERI

329
following three basic requirements: (1) supply of low- and-moderate- ’

income housing on a nondiscriminatory basis; (2) nondiscrimination in the sale

and rental of housing on the basis of race, color, religion, or national

origin; and (3) availability of transpo:taéion from housing to site.
£

«

327. Mémorandum of Understanding Between the Departmgnt of Housing and
Urban Devélopment and the General Services Administration Concerning Low-

and Moderate-Income Housing, signed by Robert L. Kunzig, Administrator, GSA,
June 11, 1971, and George Romney, Secretary, HUD, June 12, 1971 (41 C.F.R.

§ 101-17, 4801). This agreement was developed as a mechanism for implementa-
tion of Executive Order 11512, issued in February 1970. The Executive Order
requires that GSA cooperdate with other Federal agencies, including HUD, in
determining the social and economic impact of proposed sites for Federal
installations., For further information on the memorandum end its implementa-
tion by HUD and GSA, see Chapter 4, General Services Administration, infra.
That chapter discusses the memorandum more fully as well as GSA's coordination
with HUD and GSA's other activities under the Executive order and the

memorandum. _ :
S

328. A project development investigation is a general survey of a metropolitan
area conducted by GSA for the purpose of identifying possible sites for a new
Federal facility in that a~ea. A site selection is a review by GSA of a parti-
cular site for which construction or purchase of a facility for Federal use

is proposed. A lease action entails a review by GSA of a particular structure
and the surrounding locality in order to assess the feasibility of a lease of

the structure for Federal use.

v

329. U.S. Department of Housing and Urban Development, Procedure For Imple-

Q jentation of Memorandum of Understanding Between HUD and GSA (May 19?3).'

{ . © 139
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In detailed procedures for implementation of the Memorandum of

Un&erstanding, HUD outlines specific information which it must obtain

for GSA in order to determine the'ade;:;cy-of the supply of low- and
moderate~income ho@ging33o and the availability of transportation from

housing to site.331 In contrast, io the third area, that of making a’ ’

330. HUD must provide GSA with a general area survey which covers .
the following: 1) a summary on the general types, location, cost,

and vacancy rates for-all low- and moderate-income housing in the

survey area; 2) a listing, by location, of all HUD-subsidized

housing in the survey areaj-including racial occupancy and vacancy

rates; '3) an estimate, by general location, of the supply of low- and
moderate-income housing in the survey area which would meet the

standards for relocation housing; 4) a listing, by location, of all

subsidized housing planned to have construction bégu= within the

survey area for the l-year period following the survey; 5) a listing

of competing displacement needs (including source of displacement, .
estimated number of displacees, and their estimated racial breakdown)

for the planned subsidized housing; 6) a delineation of the geographic
boundaries of all urban renewal, neighborhood development project, N
code enforcement, and model cities areas; and 7) a delineation of

those subareas within the survey which appear accessible to a supply

of low- and moderate-intome housing on a nondiscriminatory basis, and

those which do not so appear. '

331. For public transportation the following information must be reported:

1) estimates of travel time to the site from low~ and moderate-income

housing and from higher-income housing. Travel time from low- and
moderate-income housing should not exceed the estimated travel time

from higher-income housing; 2) types of available public transportation

and the extent of its routes; 3) frequency of se;éice, especially

during the opening and closing of the business day; arrivals and

departures must be within 15 minutes before opening and after closing >
hours of business, tespectively; 4) fares must be reported, &nhd the

percent of the relocating agency's work force who are anticipated to

use the service during rush hours estimated; and 5) a statement as to

whether public transportation is operating on a nondiscriminatory basis,

1410




determination of:the extent of ‘discrimination in the sale and rental

®

of housing, no steps for making this determination are outlined. )
. . 332
HUD i not required to conduct a communitywide compliance review. '

It is not directed to determine whether the community has a comprehensive

-

enforceable fair housing law or whether there are no zoning laws in

effect. It i8 aot required to review census data showing the geographic
dispersal of mindrities thrOughout the community, examine housing dis-
criminarion complaints it receiﬁed or those filed with a State or local
agency, assess actions by local government officials and civil rights’
groups to ensure that all facilities and services in the community are
qg:n to minority group families on an equitable and?desegregated basis,

or report to GSA on the results of previous compliance reviews or on =~ °

the results of affirmative marketing agreements in that geoéraphic area.

» 333
V‘yadg public.

-

332, HUD conducts few compliance reviews under Title VIII.* See Section
III supra. The HUD-GSA agreement could be used by HUD as occasion -

There is no requirement that any fair housing "information collected be 4
|
, to improve its program >f compliance reviews.

[
4 b

333. This information could be particularly helpful to fair housing
groups, which may use.the occasion of a proposed ‘Federal site as
leVverage in their demands for fair housing.

kY
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, 334 :
If a community, deliheated area, or specific site is inadequate /

335"
in any one or more of the ttree basic requirements HUD is supppsed to
give it a negative re%ommen ation-in its report to GSA and to outline
corrective actions which should be taken to overcome the inadequacies noted.:

If GSA's final choice is a site unacceptabie to HOD, an affirmative action plan
- . - '

must be developed by HUD, dSA, the rtf:éating agency, and the community.
Prior to developing the affirmative action plan, HUD must obtain from
the-agency being relocated the number and names of its present low- and .

336 g
moderate=income emplpyees. .HUD must then conduct a survey of these

employézs in order to determige the mipimum amount of houqing that

will be needed within 6 months of the opening of the facility. HUD stgff
must also meet with appropriate officials 8% the moving agency to aéaist them
.in ﬁlgnning their counseling services. 1In addition, HUD staff must meé

with officials of the community involved to request corrective actions.

this meeting HUD will inform the officials of the results of the general

area survey and the corrective actions HUD has recommended to rectify the

337
problems.

334. Thf; is the area in which GSA proposed to .locate a Federal facility or
lease space for such a facility.

335. These requirements were discussed earlier in this section, see P 120
supra. \

336. The survey should have questicns_on family size and income levels, size
of housing units needed, how many employees would rent units, and how many
would purchase near the facility. .

337. Procedures For'Implementation,,aupra note 329.

142
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t

The Efﬁirmative action plan developed by HUD must ensure that an
. 338 » S

. adequate supply of low- ;nd moderate-1income hdﬁsing is available.

HUD;B area office can provide funding to the c;mmunity to increase the

supply ;f it is inadequate. HUD is also responsible for assisting in the
develoy;ent or revision of a local fair housing ordinance or law if dis-’
crhnig;tion’in housing is eQident in the community. HUD myst also'inic&ate
the gbcessary steps towards gaining recognition for the community's housing
law és having substantial equivalency to Title VIII. 1In the area of

’ trangportation, if the.need arises, HUD is responsibie for involving the
locai public transportation companies to determine the feasivility of
changing routes and/or schedules to increase accessibility. HUD should

also’ encourage GSA to discuss with the co;nmunit:y and lessbﬂ or 'Building L
contractors the.possibility of additional parking facilities in or near

the new facility if private transportation improves gccessibiiity for low-
and moderate-income employees. Further, if the commﬁﬁity-is unable to
solve’its own transportation problems, it is HUD's responsibility to encourage
GSA,and the community to contact Federal and State departments of transportation

339 . )
for assistance. . _ — '

.1

338. A housing supply is adequate if it will, within 6 months of the
opening of the new facility, inelude sufficient units to accommodate

low- and moderate-income employees of the new facility when fully staffed.
These units must be in excess of those needed to fill any current deficit
in‘'the community:

-

339. Procedures for Implementat-‘on, supra note 329,




125

HUD has alwilys responded with a report when GSA"has consulted
1t with respect to project development investigations, site investi-
gatioﬁs,;and major lease actions. The quality 62 HUD's reports,
however,»has been inadequate. The reporEB usuﬁliﬁlonly pro?ide the specific
information requested Gy GSA, and GSA has often failed to ask for
fair housing information. 340 For example, in 1971 the Boston Regional Office
had to provide reports on two project development investigations -~ !
in Springfield and Pittsfield, Massachusetts ~- and two site “
investigations -~ in Manchester, New Hampshire, and New Bedf&rd
Massacliusetts. In each case, GSA conthcted HUD for information on
ﬁUD prograﬁs in the proposed site) area. 1In only the Pittsfield
request, however, did GSA specifically ask for information on open
. and fair housing. HQD's response to the Pit;sfield reauest was
;metely that it had not encount;red "complaints/;; othe; indications"
that housing discrimination existed. 34%' - -

For the other three cities tﬁe1§UD repqrts did not even discuss
theiaebjegp of housing discrimination, which is one of tpe main
‘emphases of the agreement. Further, the reports only superficially
covered the low=~ and moderate~income units existing and ti. 2 under

construction, and they often did not provide data on vacancy rates,

racial composition, or transportation facilities.
A}
i

-

340. See Chapter 4, General Services Administration, infra.

: /
341.. Letter from James J. Bdrry, Regional Administrator, HUD, Boston, Mass.,
to Albert A. Gammel, Jr., Regional Administrator, GSA, Boston, Nov. 10, 1971.

Q
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A further example of the inadequacy of HUD'Q”reports-can be found

in the Fort Worth Regional Offi¢e., The Dallas Public Building Service

342 - .
stﬁff, . under instructions of the central office, designed and used

’ . 343
a form letter to be used in solicitirg the HUD information. 1In essence,

in this letter GSA oﬁly asks for concurrence with an assumption that
there is a sufficient supply of low- and moderate-income housing available

on a nondiscriminatory basis and aclessible to the proposed site. HUD as

of Jaﬁuary 1973 had not chgilenged this. approach.

B. Department of Justice (p0J)

. ¥
Under Title VIII of the Civil Rights Act of 1968 the Attorney General

has the power to bring Euit against any person or group of persons believed

to be engaged 4in a pattern or practice of housing discrimination. During

fiscal year 1973, a total of 58 suits were filed b%'the Department of Justice
34
to end racial and ethnic housing discrimination. Further, under Executive

-

342. This is the division within GSA which is responsible for implementing
the HUD-GSA agreement.

343, éee,_gpr example, letter from Jay.Bolton, Regional Administrator, GSA,
Fort Worth} Tex., to Richard Morgan, Regional Administrator, HUD, Fort Worth,
Tex., Nov. 15, 1972, concerning El Paso, Tex.

344, Suits against apartment owners covered about 33,000 rental units. In
addition, two municipalities, Black Jack, Mo., and Parma, Ohio, were
charged with using zoning powers to exclude racially integrated housing
developments. Court orders requiring the desegregation of public housing
were obtained in Albany, Ga., and Gadsden, Ala. A suit was filed

to desegregéte public housing in Cairo, I11. In fiscal.year 1973,

DOJ filed its first suit charging an apartment owner with discrimination
against Asian Americans.

i

/ ’ 145
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345 \’}\

Order 11764, DOJ is responsible for coordinating the Title VI
activities of Federal agencies.

In November 1972, DOJ and HUD signed a Memorandum of Understanding
346

for the exchange of information between the two agencies. Additiona;ly,

Y

HUD has established a liaison with DOJ's Housing Section, Civil Rights

Division, to identify real ‘estate organizations in cities.where DOJ
347

activity has prepared the way for voluntary HUD compliance agreements,
: 348
and.to coordinate activities with realtor groups throughout the Nation.
o '

345. Executive Order 11764, (39 Fed. Reg. 136 (Jan. 23, 1974)), was signed
on January 21, 1974. It expanded and clarified the Attorney General's role
as coordinator of Title VI as set‘forth in Executive Order 11247, Executive
Order 11764 supersedes Executive Order 11247, 3 C.F.R. § 348 (1965). See
U.S. Commission on Civil Rights, The Federal Civil Rights Enforcement
Effort<-1974--Policy Makers (in preparation). .

—

346. According to the agreemgpf, DOJ is to send a biweqkiy list of recently~

initiated investigations to HUD. HUD is supposed to review the list and
inform DOJ of pending complaints involving the same respondent and/or
complaint. HUD is also to send DOJ a biweekly compilation of new matters.
including the name of the complainant and respondent. address of the disputed

review the list and inform HUD if it has a matter involving any of the
parties under investigation. Im addition DOJ is to send to HUD a copy of
it$ weekly report containing such information as on new suits, consent
decrees entered, judgments entered, and compliance reports received. In
turn, HUD is to send DOJ a monthly list of conciliation agreements entered
into, and if.possible identify those matters which DOJ also investigated.
Further, DOJ is to send a monthly list to HUD of mat&grs it has brought
suit in, sent notice letters in, or in which other negdtiations have been
commenced, and identify those matters which have also been the subject of
HUD investigations. :

347. This activity is usuéliy the investigation of discriminstion complaints
coupled with documentation that discrimination did exist. -

348. HUD response, 525;5122551?7. kf{_
{
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In"an effort to develop bétter coordination; senior HUD civil

rights officials met several times with top Civil Rigﬁts Division

. ' $49
staff in 1973 to discuss coopération between the two gencies,

»

They explored the possibility of the-joint investigation of Title
VI and VIII cases, the jbdnb conciliation of Title VI cases where

HUD investigators have determined there 1s "remedy poteﬁtial," and the 4
350
referral of more cases which HUD has been unable to conciliate. The*
“»
A Justice Department indicated it was interested in handling some Title
L

VI cases referred by HUD.

351
Formal referral of cases by HUD to DOJ,  however, has not sub-

stantially improved. ‘HUD does not refer as many cases ag it should,

e SR

349. Telephone interview with Alexander Ross, Deputy Chief, Housing Section,
Civil Rights Division, Department of Justice, Washington, D.C., May 3, 1974,

*350. 1973 Holbert interview, s&gra note 127.

351. HUD's referral procedure is for the Assistant Regional Adminietrator
for Equal Opportunity to recommend a referral to the Director of the Office
of Civil Rights Compliance and Enforcement, who in turn makes the recommen-
dation to the Assistant Secretary for Equal Opportunity. The Assistant
Secretary then decides whether or not to refer to the Department of
Justice. The DOJ staff, however, believes that a formal referra} must bg
sent from the Assistant Se retary's Office to HUD's General Cou sel, who
decides if it will be forwarded to DOJ. DOJ staff also feel~tKat HUD's
General Counsel takes a more conservative position than the state of the
law requires. Interview with Frank Schwelb, Chief, Housing Section, Civil
Rights Division, DOJ, Washington, D.C., June 5, 1974, and Alexarder Ross,
Deputy Chief, Housing Section, Civil Rights Division, DOJ, Washington, -
D.C., July 1, 1974.

352. Rcss interview, supra note 35.
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and in some instances it does not refer a case until DOJ is in the
353
middle of proceedings with the respdhdent. In addition, the formal

, referral process for Title VIII takes too long. Some HUD‘staff, however,

in order to shorten the process make "informal referrals" by siﬁply

bringing a complaint to the attention of 'DOJ and bypassing the formal

< 354 '
structure. /
* In 1973, the Department of Justice acted upon approximately 20
355
reﬁerrals from HUD. From Janudry to May 1974, 10 cases were referred

* by HUD to the Department of Justice. Approximately. 5 to 10 percent of

DOJ's litigation is bdded on formal referrals. ’Most litigation is not

)

‘ based on HUD referrals because, poJ 1s involved in "pattern and practice,"
' .+ 356
while HUD dea;s mostly with single complaints.

An illustration of the cooperation between HUD and DOJ occurred in
the Chicago region. The Chicago Assistant Regional Administrator for Equal
. - : o
353. Schwelb interview, supra note 351.
354, d. |

355. The Department of Justice did not keep accurate records of HUD re-
ferrals in 1973, since it was only interested in documenting those it

had decided to act on. The records show that 20 referrals were

received that year, but DOJ estimates th3gt there were more than that.
Telepyone interview with Celeste Barham, Docket Clerk, Housing Section,
Civil Rights Division, DOJ, May 8, 1974. . .

356. Schwelb interview, supra note 351.

118
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| a
Oﬁpoptunity reque;ted that assistance from the Justice Department be
sought in regard’to some discrimination probléms wiEh the National _,,
B:;es Corporation., The case evoléeq bbc;use since 197f7:he regionai
office had’received several Title VIII complaints against gubsidiaries
of National Homes Corporation allgging'discriwig?tionl1n the sale of
houses, Therefore, in 1972 the HUD central office began negotiating _
a voluntary affirmative marketing‘plan with National Homes to cover
all 1t; nationwide business. Théxeffdrt was dropped because National
Homes refused to concede. In the meantime, the Civil Rights Division
of the Justicg Department filed suit géainst National Homes. HUD and
the Justice Departﬁent, however, had éot coordinated these.aétibities
in ordgr to apply étronger pressure on National Homes: @t this point
both aéencies rg;lized that they were attempting to bring National

. ]
Homes into compliance with fair housing goals. The coordination between

the agencies was only slightly improved, with HUD providing the Department

of Justice with ghe information it had. HﬁD, however, ceased pursuing its

own action against National Homes, and merely assigned a representative to

be present at the negotiation meetings between the Justice Department and
/ National Homes. On May 11, 1973, the Justice Department negotiated &

nationwide consent decree with National *Homes.

149 '
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C. Federal Financial Regulatory Agencies

y Section 808 of the Fair Housing Law requires all Federal agencies

to administer. their prbgramsaand activities relating to housing and
;rba; development affirmatively to further fair housing. It also
requires aggncies to cooperate'wixh HUD, which is given responsibility
for the overall administration of Title VIII.
.HUD continues to meet with the Federal financial ;egulatory agencles

as’they attempt to determine the extent of their authority for requiring
' 357 ' T
nondiscrimination by their regulatees. HUD has not taken the important

step of issuing regulations for ensuring nondiscrimination in mortgage
358 X ‘ . _ .
financing. ‘The Federal financial regulatory agencies, however, on a

[

6=month experimental basis, are requiring banks to collect racial

- 359
and ethnic data on applicants for mortgage loans.

357. The fair housing activities of these agencies aro discussed at
length in Chapter 2, the Federal Financial Regulatory Agencies
infra. .

358, Such regulations would also apply to Federal agencies insurinug
housing and home improvement loans, such as HUD itself, the Farmers

Home Administration, and the Veterans Administration, They could re-
quire banks making federally-insured loans to take affirmative steps -

to ensure nondiscrimination in their lending activities. For example,
banks might be required to advertise publicly the geographic areas in
which they make housing loans; to hold interest rates cohstant for all
customers including the banks' own depositors; and to count both spouses"
incomes, and any incomes from a second job in calculating the applicants’®
capacity for repaying mortgage loans. . .

. -
359. For Gore information see Chapter 2, The ¥ederal Financial Regu-
latory Agencies infra. : ”




D. Department of Defense (DOD)

HUD and DOD have 1nfrequedt1y worked together to attempt to eliminate
the housing probiems of minority service persons. In 1974, HUD held an ade
ministrative meeting on equal hou31ng‘opportunity for the military?60
HUD's central office's only other _cooperation with DOD has Jeen te in-
vite military housing coordinator36l to Attend HUD's training sessions
for State civil rights agencies, but the military has rejected a11 the

362
invitations,

Some of the regional offices have been more successful in working
with Ehe military than the centrél office. The Boston Regional Office
has contacted the military housing coor@inators from several military
installaticns in the Boston area in an attempt to develop an agreement

/ )
with regard to the investigation and remedy of housing discrimination
complaints filed by minority service personsg63 The Boston office has
attempted ;o persuade the militar§ housing coordinators to refer com=
plaints immediately to HUp. The bases have not been receptive.36? In sdme

instances, however, the housing coordinators have agreed to display HUD

- equal opportunif& posters and place complaint forms prominently to inform

360, See note 15, supra.

361. The housing coordinators maintain a list of housing either for sale or
rent which is made available to military personnel seeking housing. They
also handle discrimination complaints.

362. HUD response, supra note 47.

[l

363. The DOD's regulations for handling complaints are weak. For example, a

respondent has only to sign a nondiscrimination certification in order to
have the case closed and there is no monitoring or followup investigation
to ensure that the respondent is complying.

154 Housing coordinators usually attempt to solve their own cases simply
[:R\f: removing from their list agencies or persons who practice housing
”wmwmscrimination.

“ -
'
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. ‘ 365
service persons of their option to file complaints with HUD.

HUD"s Region IX equal opportunity staff have had some contact with'

personnel from military installationi in the region regarding housing
discrimination complaints from ﬁinority service persons. Top equal
apportuni y staff in that region have visited a number of military
.bases, including Hamilton Air Force Base and Alameda Naval Statiop in

the San franc;sco; California, area, Mare Island Naval Station in Vallejo,
California, énd Luke Air Force Base in Phoenii, Arizona. They have pro--

vided base housing coordinators with HUD fair housing posters and complaint

forms and have encouraged them to refer complaints to HUD if they are unable

366
to resolve them successfully. As a result, the regional equal opportunity
367
offick has receté&d a number of complaint referrals. Review of several
{v 'M

‘>

such r;?éyyals showed that in one case, referred from Luke AFﬁ the re-

spondent refused to admit discrimination or to conciliate with HUD, and U

368
HUD recommended that the complainant file suit.

—

365. The Boston HUD office, monetheless, had not received any complaints from
service persons.

366. DOD complaint regulations do not provide for damages for the complainant
in the event of a finding of discrimination. Nor do they contain provisions
for affirmative action by the respondent. Generally, the only action the
military installation may take is to place the housing in question off-limits
to service persons in the future. The regulations do provide for referral to
HUD's Washington office if a complaint respondent is uncooperative.

4

367. Equal opportunity staff were unable to supply an exact figure.

368. This complaint case was Lucas v, Pickard., As of May 3, 1974, the case had
been forwarded to a private attorney and HUD did not know anything about it.
Telephone interview with Ted Simmons, Conciliator, HUD Regional Office, San
Francisco, Cal., May 3, 1974.

&
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Act of December 23, 1913,

hd .

1
" CHAPTER 2

Federal Financial Regulatory Agencies

The Federal Reserve System

The Federal Deposit Insurance Corporation
The Office of the Comptroller of the Currency
The Federal Home Loan Bank Board

v

Program Responsibilities

4

A, Federal Reserve System (FRS)

-

The Federal Rese¢rve System was created pursuant to the Federal Reserve

nr
<0

370 . 371

Governors, the Federal Open Market Committee, the 12 Federal Reserve

369, 12 U.S.C. § 221 et seq. (1970).
between bankers and government,

231 (1969). \

370, The Board of Governors is the policymaking bod& of the System.

seven members are appointed by the President.

purchase and sale of securities in the open market,
sales supply the banks with reserves for long term economic growth and serve

The System is.composed of the Board of

The act created a partnership system
The System was created, over the initial
opposition of the banking industry, for the purposes of establishing a
central banking system and enhancing the safety of the-peuple's bank deposits

through regulation of banking practices. L. M. Kohlmeier, Jr., The Regulators

371. The Open Market Committee sets regulations for the Reserve Banks'

to offset critical financial swings.

A
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372 >

- Banks and their 24 branches situated in different sections of the United

373
States, the Federal Advisory Council, and the membér banks, which include
374

"allnational banks in the’United States and such State’banks and trust

companies as have voluntarily'applied to the Board of Governors for member-
' 375
ship and have been admicted to the System,

372, The Federal Reserve Banks extend credit to member banks.,

373, The Federal Advisory Council advises the Board of Governors on general
business conditions and other matters within the Board's jurisdiction. There
are 12 members. The board of directors of each Federal Reserve Bank selects
one member annually.

374, National banks are a Federal creation, dating back to 1864. Their
status as such carries with it many substantial benefits: they hold the
exclusive privilege within the banking community of using the word "national"
in their titles; they automatically receive the benefit of Federal Deposit
Insurance Corporation deposit insurance; they are members of the Federal
Reserve System; and they are protected by Federal statute from certain forms
of State taxation. Between 1960 and 1971 the total resources of the national
banks increased from $140 billion to $376.5 billion.

375, The members are stockholders in the Federal Reserve Banks.

v
4
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e 3
One of the Board's most important tasks is to regulate its member

banks. It determines general monetary, credit, and oberating policies

%
for the system as a whole. Italso sets the requirements for reserves to be
< -
»

maintained by member banks against deposits: and 1imits the interest
376

rates which may be paid by member banks on their savings deposits.

: B. Federal Deposit Insurance Corporatien (FDIC) ‘ .

The Federal Deposit Insurance Corporation was originally created

~ 377
_on June 16, 1933, as Section 12B of the Federal Reserve Act. The

. 378 . .
Corporation automatically insures deposits of member banks of the -

Federal Reserve System. It also insures State-c?artered, non-Federal
Reserve member commercial banks and mutual savings banks which volun-

379
tarily apply for and are granted the benefits of FDIC insurance.

C. Office of the Comptroller of the Currency (COC)

The Office of the Comptroller of the Currency in the Departﬁent of
380
the Treasury was created in 1864 by the National Bank Act. COC charters

376, Members of the Federal Resé%ve System have access to its discount

facilities, free currency and coin shipments from Federal Reserve Banks,

free examinations, and various financial publications which allow each

bank to evaluate its financial status. Interview with John E. Ryan, t
Supervisory Review Examiner, Division of Supervision and Regulation,

Board of Governors of the Federal Reserve System, Feb. 21, 1974.

377, 12 U.S.C. 8 1811 gt seg. (1970), Subsequently, Section 12B, as
amended, wag withdrawn and made a separate act, the Federal Deposit
Insurance Act, on September 21, 1950. -

Py
378, The Corporaton reimburses depositors of any insured bank which closes
without making adequate provision to pay the claims of the depositors.

379, As of December 1972, 98.4 percent of all commercial banks in the
United States, and over two-thirds of -all mutual savings banks, parti-

cipated in Federal deposit insurance, Federal Deposit Insurance

Corporation, Annual Report, 1972, p. XII.

fond 3
‘o 280,12 U.s.C. 81 (1970). 105
ERIC )
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and supervises this country's 4,600 national banks and branches. As

administrator of n%}ional banks, COC is responéiblq for the execution

of laws relating t® these banks and promulgates rﬁles and regulations

governing their operations. A principal function'of coC

is gxamination and supervision of national banks. 2 P
Approval of the Comptrollef is required for th; organization of new

national banks, conversion of State chartered banks into national banks,

consolidations or mergers of banks. where the surviving institution is a

national bank, and the establishment of branches by national banks.
- <

381, Thegsupervision of national banks drew.these comments from one of
the Nation's foremost administrative law.duthorities: .

Probably the outstanding example ip the Federal Government
of regulatiaon of an entire industf? through methods of super-
vision, and almost entirely without formal adjudication, is

the regulation of national banks. The regulation of banking
may be more intensive than the regulation of any other indus=-
try, and it is the oldest system of economic regulation. The
system may be one of the most successful, if not the most
successful. The regulation extends to all major steps.in the
establishment and development of a national bank, including

not only entry into the business, changes in status, .ccneclida-
tions, reorganizations, but also the most intensive supervision

of operations through regular examination of banks. K. C,
Davis, -Administrative Law Treatise, 84.04 (1958).

382. In addition, the Comptroller is authorized to examiﬁe each none~
national bank and trust company in the District of Columbia (12 U.S.C.

8 42), Although examination is an important function of each of the
financial regulatory agencies, overall, it is more important to the
Office of the Comptroller of the Currency, as COC has fewer other
responsibilii%es. ,

i,




D. Federal Home Loan Bank Board (FHLBB)

wWhile national and State banks are regulated, insured, and supervised

by three separate Federal agencies, building and loan, savings and loan,

., |
' \

and homestead associations and cooperative banks are controlled only by the

Federal Home Loan Bank Board, which supervises the operation of 12 regional

tions, and insures savings accounts through the Federal Savings and Loan

¢ 383

Federal Home Loan Banks (FHLB's), charters Federal savings and loan associél
Insurance Corporation (FSLIC),

384
“The Federal Home Loan Bank Board was created by the Federal Home

385 . : -
LoanﬁBapk ct of 1932. The agt'provides for the establishment of up

to 12 Federal Home Loan Banks throughout the country whose function 18 to

P

for membérship in the Federal Home Loan Banks include savings and loan associations,

®

- |
lend motey to their members, Tye kinds of financial institutions eligible
¥
|

383. Parallel to the Federal Reserve System's Adviaory Council (see note 373,
supra), the Federal Savings and Lo2n Advisory Council is an independent,
statutory advisory body to the FHLBB in its administration of the FHLB's

and the FSLIC. .

384. The FHLBB 1s an independent Federal agency headed by a three-member
Board which is appointed by the President for 4-year overlapping

terms and is confirmed by the Senate. the Board also serves as the Board
of Directors of the Federal Home Loan Mortgage Corporation which was
established by the Emergency Home Finance Act of 1970 to operate a second-
ary market in conventional mortgages. .

385. There are three statutes that provide separate and distinct authority for
savings and loan association regulation: the Federal Home Loan Bank Act authorizes
regulation of the members of the Federal ,Home Loan Banks {12 U.S.C. 8 1421 e

seq. (1970)); the National Housing Act (iZ U.S.C. 8 1725 21970)) provides

limited regulation of ‘associations insured by FSLIC; and the Home Owners Lo ~g'
Act of 1933 (12 U.S.C. 8 1464 (1970)) provides FHLBB with a broad range of
pawers over-federally-chartered savings and loan associations. 1& \

1
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386
savings banks, and insurance companies, In order to qualify for

~

membership, an institutionK::st make long term mortgages, be duly

organized under the laws of ‘any State or of the United States, and be

1

subject to inspection and regulation gg?er the banking laws, or similar

e s i

laws, of any State or of the United States., All federali}-chatfered

savings and loan institutions must be members of their region's Federal \

{ \

Home Loan Bank as well as insured by the Federal Savings and \ -
’ 387 \

Loan Insurance Corporation (FSLIC). State-chartered savings and \
loan companiés may also voluntarily apply for and receive FSLIC insurance, N

All FSLIGyinsured institutions are Bank members.
/
Under the Federal Home Loan Bank Act members may also include

building and loan associations, homestead associationsj and cooperative
banks, These are simply other names for savings and loan associations,

387, The Federal Savings and Loan Insurance Corporation was created in

1934 by the Nat{ggfl\s:esing Act. 12 U.S.C. 8 1725,

158
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The FHLBB assures the safety and soundness of member associ-
ations by checking appraisals and accounting practices, Other
duties of the Board include regulating the interest that can be paid

on savings accounts, approving applications for bank mergerss and

~

regulating the accuracy of member institutions' advertising. Benefits

of membershi? in the system include access to data processing of mortgage and
saving accounts, time deposit and securities safekeeping facilities,

economic research and investment management services, and most importantl*,

advances -of funds from Federz1 Home lLoan Banks'and the transferral of
.
funds by these banks from one regional Federal Home Loan Bank to another.
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The FHLBB‘is propably gecond only to the Department of Housing
and Urban Development (HUD) in number and importance of activities
felating to housing and community development. The majority of home
mortgages are made by savings and lo nsgssociations, most of which

come under the supervision of FHLBB.

oW
E. Distribution of Respgpsiﬁiliti;;\Among the Regulatory Agencies

-
N

‘The banking responsibilities of the COC; FRS, and FDIC are summarized in
Figure 1: the Comptroller of the Currency supervises national banks; the
Federal Reserve System provides membership to all national banks and
regulates those State banks which have voluntarily joined -the system
as members; the Federal Deposit Insurance Corporation insures national
banks, State member banks of the Federal Reserve System, and State non-

member, FDIC-insured banks.
o~ P

388, The savings and home financing industrye=the country's major source

of private funds to ¢inance construction and purchasé of housing--over

which FHLBB has supervisory respensibility, is a $216 billion industry.
FSLIC insures the funds of over 53 ‘million savers in 4,178 member
{rstitutions up to $20,000. These funds represent in excess of $209* -
billion in savings capital. In 1973, all operating savings and loan
associations closed $31.4 billion in loans Federal Home Loan Bank

Board, News (June 22, 1973).

160




Although the banking functions of the three agencies are over-

- lapping, their examination responsibilities,rzhich Are prescribed

389 390
by law, - are limited to groups of banks _ g&fting into the following

categories: 'national banks, which are examined'by the Comptroller of the
Currency; State member banks, which are examined by the Federal Reserve

System; and State nonmember banks, which are examified by the Federal Deposit
391
Insurance Corporation,-

389, Authorization for COC examination of national banks 1s outlined

in 12 U.S.C. 8 481. Authorization for Federal Reserve Banks'

examination of State member banks in their districts is outlined in

12 U.S.C: 8 483. Both sections are derived from the National Bank

Act of June 3, 1864, ch. 106 8 5, 13 Stat, 100 (codified in scattered
gections of 12,18 U.S.C. (1970)). The Federal Deposit Insurance

Corporation receives authorization for examination of State nonmember banks
of the System in 12 U,S.C. 8 1820. It is given the authority to examine
other. insuxed banks only in.special instances and only for Ynsurance purposes.

390, The d#¥stribution of examination responsibilities of the Federsl
financial regulatory agencies is shown by circles in Figure 1, p. 143 infra. -

391, The examination reports on any given bank are often shared among
the Federal agencies having regulatory authdrity over that bank. ‘There
is some doubt as to the efficiency of the division of the supervisory
authority among the COC, FRS, and FDIC because of these-agencies'
failure to share, in a timely manner, infcrmation on suspected problems
arising in the examination process. Kohlmeier, supra note 369.

f .
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Figure 1

Distribution of Responsibilities of Bank Regulation of the Federal
’ Financial Regulatory Agencies

s - (

i

Supervision Membership Insurance
. 4
National Banks COC * FRS FDIC %
State Member Banks .
FRS FRS* FDIC
State Nonmember Banks . .
-FDIC Insured FDIC*

*

*In addition, thc regulatory agency
has examination responsibility.




The three regulatory functions of providing supervision, membership,

. , .
and insurance to savings and loan associations are all concentrated in the
o'
L

Federal Home'Loan Bank Board, which consists of the Federal Home Loan.Bank

Board, the Federal Home Loan Banks, and the Federal Savings and Loan Insurance

i - 392
Corporation. The three types of savings and loan associationg which

receive these services and the component parts of the FHLBB which pro-

vide them are summarized in Figure 2. The Federal Home Loan Bank Board
' 393

examines all of these savings and loan associations.

392, These are: federally-chartered; State-chartered, FSLIC-insured, gnd

State-charggred uninsured by FSLIC. Y. . ) .

3

393, The Federal Home Loan Bank Roard's examinacxon responsibilitjes
are shown by circlessln Figure 2, p. 145 iofra.

4
* .
. =
.
' . ¥
.
, .




145
! Figure 2
‘ -
< Distribution of Pesponsibilities for Savings and Loan Association
Regulation of the Federal Home Loan Bank System

5

* .

-a,

=

Supervision Membership  Insurance
FHLBB FHLR FSLIC

3
Federally chartered’ savings
and loan ‘associations
« t

State chartered FSLIC- o X O

insured | X~ X
. State chartéred uninsured O * % Birenat
by FSLIC X
.o, A" .
n . v T .
X = regulatory respongibility : . ) ‘ ;
< -
O = examination responsibility R -
| ' [ ’ s

# « Only for FHLB members
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II. Civil Rights Responsibilities

A. Nondiscrimination in Mortgage Lending to Minorities

1. General

The Federal financial regulatory agencies are responsible for ensuring
that the institutions they oversee are in compliance with applicable laws
and regulations. Ome of fhe laﬁs applying to banks and savings and.loan
associations, and which the regulis?ry agencies are thus responsible for

394
overseelng, is Title VIII of the Ciwdl Rights Act of 1968.

Section 805 of the Civil Rights Act of 1968 provides that it is
unlawful for any bank or building and loan association to deny a loan
or other financial assistance for purchasing, constructing, repairing,
or maintaining¢a dwelling because of the applicant's race, color, religion,

. 395 396
or national origin. That section also makes it unlawful  for such institue

|

394, Overall responsibility for administering Title VIII is assigned to
the Department of Housing and Urban Development. See Chapter I, Department
of Housing and Urban Development, Section VIC supra.

395, In August 1974, the Housing and Community Development Act of 1974 amended
Section 805 of the 1968 act to include a prohibition against dis-
crimination based on sex.

396, Section 805 also applies to insuranceccompinies and any other
corporatjon or enterprise whose business’consists in whole or in part
of making real estate loans. ,
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tions to discriminate against borrowers on the grounds of race, color, religion,

or national origin in fixing the amount, interest rate, duration,‘rr other
terms and conditions of such a loan. Additionally, the Federal financial

regulatory agencies are charged with administering their programs and activities

relating.to housing and urban devzlopment in a manner affirmatively to further ;

397
the purposes of fair housing,

Pursuant to these responsibilities, each of the €four Federal
financial regulatory agencies has published requirements applieable

to regulated financial institutions which engage in extendiog real
Y

estate loans. These institutions must display prominently an equal
housing lender poster. The poster must be designed in accordance

with published regulations of the agencies, which have been approved by d

398
the Department of Housing and Urban Development. It must attest to the

institution's policy of compliance with the nondiscrimination requirements
of Title VIII. It must include also the address of HUD as the agency to be
notified concerning any complaint alleging a violation of the nondiscrimi-

nation requirements of Title VIII.

U N i

397, Section 808(d) of the Civil Rights Act of 1968 so charges all Federal
departments and agencies. Recently FDIC wrote to this Commission's Staff
Director:

You will note that the statute relates to "programs and
activities relating to housing." It is our position that
this Corporation has no programs and activities relating
to housing within the meaning of that statute. We do,
however, recognize that affirmative action programs may
be encouraged absent specific statutory authority through
such means as policy statements and guidelines. Letter
from Reford J. Wedel, Deputy General Council, FDIC, to
John»A, Buggs, Staff Director, U.S. Commission on Civil
Rights, Oct. 24, 1974.

398. HUD's regulations for the lobby notice of nondiscrimination were

first published on February 16, 1972, (See 24 C.F.R. § 110,) A sample

poster appears on p. 149 infra. In addition to the informetion provided

on that poster, the FHLBB poster informs persons who believe they have

been discriminated against that they may discuss the matter with the ‘
QO nagement of the offending institution, . 166 ‘
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Moreover, any regulated institution which directly or through
third parties engages in any form of advertising of real estate lending
services must prominently indicate in the advertisement that it makes

loans without regard to race, color, religion, or national origin. The

-

regulated institutions are also prohibited from using in

advertising any words, phrases, or symbols which express or imply a dis-

criminatory preference or policy in violation of Title VIII. Additionally,

written advertisements must include a facsimile of the '""Equal Housing Lender'
399 '
logotype in order to increase public recognition of the nondiscrimination

requireﬁén s and guarantees of Title VIII. For COC, FDIC, and FRS, the poster
and adverfising provisions are the only requirements placed on their regulatces.

400
These reduirements were published in the form of policy statements,

399, The logotype is the equal housing symbol shown in the sample poster on
" Pe 149 infra.

400, The policy statements were first issued in December of 1971. After
HUD's regulations on the design of the advertisement and lobby notices
were issued (see note 398 supra), the regulatory agencies redesigned their
requirements to conform to HUD's standards. COC's requirements are put -
1ished at 37 Fed. Reg. 10518 (May 24, 1972). FDIC's requirements are
published at 37 Fed. Reg. 8908 (May 2, 1972). FRS's requirements are

published at 3§ Fed. Reg, 25168 (Dec, 29, 1971) as amended by 37 Fed. Reg,
8578 (Apr. 28, 1972). ""

<




" EQUAL HOUSING
LENDER

‘We De Business in Accordance With the
Federal Fair Housing Law

IT IS ILLEGAL, BECAUSE OF RACE, COLOR,
* RELIGION, OR NATIONAL ORIGIN; TO:

| peny a loan for the purpose of purchasing, constructing,
improving, repairing or maintaining a dwelling or

| Discrfminate in fixing of the amount, interest rate,
duration, application procedures or other terms or

conditions of such a loan.

AVE BEEN DISCRIMINATED
END A COMPLAINT TO:

IF YOU BELIEVE YOU H
AGAINST,YOU MAY S

Assistant Secretary for Equal Opportunity,
Department of Housing and Urban Development, .
Washington, D.C. 20410.

or call your focal HUD or FHA office.

168
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-

thereby limiting ‘the sanctions which may be used if the requirements are

401
violated.  FHLBB, on the other hand, issued the lobby poster and

advertising requirement as part of more extensive nondiscrimination

402
" regulations which are fully'enforceable.

2. Affirmative Requirements -

. Although the lobby and advertisement notices of nondiscrimination are
useful tools to inform the public of the prohibition against discrimination

in mortgage finance, they are not sufficient for ensuring aéainst such

discrimination, Much of the discrimination against minorities which '_occurs

in mortgagelfinancing is deeply ingrained in the practices which are_ followed

7 403 !
by banks and savings and loan associations. The types of discrimination

. which occur vary and may include, for example, outright refusal to make

404 ’ a -
loans to minorities, the refusal to extend credit to minorities for homes

in residential areas occupied by nonminorities, the refusal to make loans

to nonminorities in areas occupied by mihorities. the refusal to make

1

any loans in certain geographic areas (redlining), and the designaéion of

certain areas as the only ones in which loans will be made to minorities.
\

1

401, When the policy of a Federal financial regulatory agency which is not
included in a regulation is violated, cease and desist powers cannot be
used. In contrast, if a regulation is violated, the agency may use the full
range of sanctions available. See Section V infra, for a further discussion
of those sanctions.

402, These re Yilations are discussed further in Section f1A3a infra, and are
published at 37 Fed. Reg. 8436 (Apr. 27, 1972) as amended at 37 Fed. Reg.
8865 (May 2, 1972). ’

403, See D,A. Seariné, "pDiscrimination in Home Finance" 48 Notre Dame
Law. 1113 (1973). . -

404, Id. Searing comments that this type of outright discrimination is
seldom practiced today. 169
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405
Some of the discriminatory practices are more subtle. For example,

in order to determine a client's ability to repay a loan, the institution

may rely on credit checks by credit bureaus which make discriminatory judgments

406
in assigning credit ratings.’ Similarly, arbitrary refusal by a bank to

consider stable income from a second source such as overtime or spouse's

employment often discriminates-against minorities.

Nonetheless, the Federal financiai regulatory agencies have not yet
required Qﬂe institutions they oversee to aualyeze their own activities in
order to 253ess the extent of discrimination in their mortgage E%%ance trans-

actions. FHLBB, however, in a codified statement of'polic&, has advised -

FHL Bank member institutions to examine their underwriting policies to insure

that they are not ;hintentionélly discriminatory in effect. None of the agencies
has required the institutions to take positive action to overcome any deficienﬁgg&
Thus, the institutions are not required to 9eyelop a written affirmative action
program which would include such steps as the advertisement of available money
-1in the 'minority pre;ss, the pr.cvision of bilingual services, and the appéintment"

of a fair housing officex. 410

405, Id. and U,S, Commission on Civil Rights, Mortgage Money: Who Gets 1t?
A Case Study in Mortgage Lending Discrimination in Hartford, Connecticut
(1974) /rereinafter cited as Hartford report/. :

406, Discrimination in credit checks is discussed in S.N. Sesser, "Big Brother
Keeps Tabs on Insurance Buyers," New Republic (Apr. 27, 19687.

407. Such an assessment necessitates the collection and analysis of
racial and ethnic data, including data on the number of loans made to
minotities and on the racial-ethnic composition of the neighborhoods for
which the loans are made. Even without such data, however, banks should
be required to make and analyze estimates on ‘the racial=-ethnic composition’
of its borrowers. Racial and ethnic data collection is discussed further
on pp. 188-190 infra. ’

408. This policy is discussed further on p. 154 infra.

409. The Federal Home Loan Bank reviews any written policies of nondis=-

* crimination developed by its member institutions. Since FHLBB does not

set standards for these policies, and in fact does not hold the existence
of guch policies-as méﬁdatory, FHLBB's actions are no substitute for an
affirmative actions are n;é%ibStitute for an affirmative acticn requirement.

410. Tn a large bank, th¥might be a full-time position with program and
§rrport gtaff. 1In smaller banks, it might be only a part time position.

170 -




3. Regulations

The Federal Home Loan Bank Board is the only financial regulatory

V|

egency which has extended the fair housing requirements it places on
regulated institutions heyond the ‘mere advertising and poster require=
ment$é concurrently agreed upon by the four Federal financial regulatory

agencles, In‘fact, it is the only regulatory agency to have issued any

L)

requirements in regulation form, The Federal Deposit Insurance

Corporation proposed regulations which were never adopted. Neither the ’
Federal Reserve System nor the Comptroller~of the Currency has @sgued or

even proposed fair housing regulations or any other policy statements

Al

to supplement the poster and advé?fisinigrequirements.

4. Federal Home Loan Bank Board Rq%g%ations
|
On April 27, 1972, the Federal Home Loan Bank Board published re-

411
gulations yhich contained two important fair housing innovations: (1) a

prohibition against discrimination based on the racial, ethnic, or

B

religious composition of the neighborhood for which the loan was being

411. 37 Fed, Reg, 8436 (Apr. 27, 1972), These regulations are also published
at 12 C,F,R, § 528 et seqe The regulations also contain a provision for non-
discrimination in employment by member institutions. See pp. 164-165 infra,
The regulations were published in proposed form on January 19, 1972. The
proposed regulations were essentially the same as thoge publisired in final
form, except that the proposed regulations included requirements for

racial and ethnic data collection which were not published in the final
regulations. The FHLBBgpostponed the publication of that section of the
regulation pending furt{er study. See Section IV infra.

2 % , K
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412 .
SOughc, and (2) a prohibition against discrimination in the preappli-

cation phase of the mortgage-lending process on the grounds of race, color,
413
religion, or national origin. In addition, the regulations contain a

B

412, This provision prohibits redlining, In early February 1974, the Board's
Office of General Counsel statad that this provision prohibited appraisers,
when assessing property values, from taking into account information about the
ethnic composition of the naighborhood or its changing character. The Office
of General Counsel ruled that any lender which utilized appraisal forms call-
ing for such information would be in violation of this provision. The General
Counsel issued this ruling after the National People's Action on Housing, the
Citizen's Action Program, and the Southwest Community Congress (three coalitions
of white ethnic community groups in Chicago) complained about the use of suca
forms, asserting that the forms assisted in discrimination against members of
their groups. In late March 1974, the General Counsel issued another important
legal opinion which dealt with the application of the Board's nondiscrimination
regulations to the practice of redlining. The General Counsel concluded:

..that the practice by member institutions of refusing to

extend credit, and the practice of extending credit on terms

which are less favorable than those usually offered, to .
. borrowers whose security property is located within a pre-

determined geographic area or areas, because of the location

of the property, violate section 528.2(d) if such practices

have discriminatory effect against members of racial, ethnic

or religious groups. Attachment to letter from Richard Platt,

Director, Office of Housing and Urban Affairs, to John A.

Buggs, Staff Director, U.S. Commission on Civil Rights,

Oct. 24, 1974, < ’

SN

413, This prohibition is an attempt to prevent the discriminatory discourlgement
of potential minority applicants from filing a written application. The
regulations state:

No member institution‘shall refuse ar decline to...consider,

any application, r¢quest,’ or inquiry with respect to [a

mortgage or home improvement loan or other servicel... -
because of the race, color, religion, or national origin .

of any...person who

(a) Makes application for any such loan...

(b) Requests forms -r papers to be used to
make .application for any such loan...

(¢) Inquires about the availability of such
. loan....[12 C.F.R, 8 528.3 (1974)]

r
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prohibition against racial, ethnic, and religious discrimination in

lending services other than mortgage financing.

. 414 y
and loan institutions in implementing these regulatibns., The guidelines

415
encourage careful monitoring-of loan underwriting gtandards to ensure

that they are not discriminatory, They state that each applicant's credit-

On December 17, 1973, FHLBB published guidelingzrto assist savings

worthiness should be evaluated on an individual baéiE/;ithout reference to
N

presumed characteristics of a group. They specifitklly warn that, "The

use of lepding standards which have no economic bagis and which are discrimi-
» '/"

natory in effect is a vig&ation of law even in the absence of an actual
intent to discriminate.” e .

The guidelines outline what the Board considers improper. emphasis
on an\applicant's past borrowing history. For example, an isolated experi-
e;:é in.the distant past is not accepted as ground for denial of a luan if
subsequent experience and present circumstances indicate st4bllity. The
Board iﬂdicates, too, that a policy favoring applicants wha—ﬁave pre-
viously owned Womes may perpetuate prior discrimination, Moreover, the
guidélines state that the denial of a loan in a‘neighborhood solely
' yaN

because of its age, income level, or racial composition is also

a

recognized as being potentially discriminatory, since minority group persons

L4

414, 38 Fed, Reg. 34653 (Dec. 17, 1973). These regulations are also published
at 12 C,F.R, § 531, ‘

415, Underwriting standards are the criteria used by lending institutions to
deterhine whether or not to issue a loan to an applicant,

?

416 12. C,F.R, § 531.8(b)- ’

173
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i

are more likely to purchase used housing and to live in low-income neighbor-

417 i

hoods.

The guidelines further cali for the savings and loan associations to
_ 418
consider the applicant's supplementary income in ascertaining his or her

ability to repay a loan. They state that statistics show that minority

group members and low- and moderaée-income families rely more often than

e

others on such supplemental income. Finally, the guidelines contain a

prohibition against sex discrimination iv all lending activities of
419.
regulatees. The Federal Home Loan Bank Board regulations and pursuant

guidelines are an important step toward the development of a fair housing

program. Neither the guidelines nor the regulations, however, go far enough,
420

ac they lack requirements for affirmative action; racial, ethnic, and sex data

©

collection; compliance reviews; and enforcement.

417. 12 C.E.R. & 531.8(c)(4) (1978). ©

418, Supplementary income includes income from overtime, a second job,
or an investment. &

419 ,See pp. 159-162 infra for a broader discussion of the section of the guide-
lines dealing with sex discrimination. {

420, The need for affirmative action is discussed in Section ITAZ.,

supra; the need for racial and ethnic data collection is discusskd in
Section IV infra; FHLBB review of the fair housing practices of §inancial
{nstitutions is discussed in Section III infra.
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b. Federal Deposit Insurance Corporation Proposed%Regulations
" In September 1972, the Federal Deposit Insurance Corporation

' published proposed regulations to supersede its 1971 fair housing
: 421 ) .

policy statement. Théy incorporated the elements of that statement

and were, stronger than the FHLﬁQ-aadpted regulations to the extent that

fhey included a requirement for reéulatees to collect taéial and ethnic
data, a requirement that reguiﬁtees appoint fair housing office;s, and
provisions for enforcement. “2 The pJonsed regulations, howeyer,

were inadequate.4{3 In Decemﬁe;§a972; FDIC held a 2-day hearingaz4 on

.o _ - ‘ g

- 4
421, 37 Fed, Reg, 19385 (Sept, 20, 1972), This proposal was entitled
Fair Housirg Lending Practices. This is similar to the FHLBB's original
proposallfgr regg;ations. See note 411 supra. FDIC, however, added

provisions for ‘a fair housing officer and for enforcement.

422, Section 338,8 of the proposed rulemaking stated that violations of
Title VII and of any prdvision of the proposals constitute violations

of law within the meaning of Section 8 of the Federal Deposit Insurance

Act. Section 8 of this act permits cease and desist orders to be issued by
the Board in the event of violations of the law and provides for termination
of deposit insurance sanctions when there is noncompliance with the cease
and desist order.

423, Like FHLBB's regulations and guidelines, they lacked a requirement fbr
affirmative action and compliance reviews. See note 420 Supra. They also
”lack:g:provisioﬁs for the prohibition of sex discriminatioF and nondiscrimination
in regulatees' hiring practices.

424, The tesgimony from the hearing is contained in the FDIC publicationm, .
Proposed Fair Housing Lending Practices Regulations, Hearing Before the -
Federal Deposit Insurance Corporation Dec. 19 and 20, 1972,

)
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its proposed regulations. This hearing was held in part because

5

of a petition filed by the Center for National Pblicy Review on

425
bet.alf Qf 13 public interest groups. Witnesses included
representatives of the petitioning organizatioﬁé; other civil rights, public
. 426
interest and women's rights organizations; Federal and State agencies; and banks
- _ : - .
- , . -
/

425, The petitioners requested each agency to invoke {ts rulemaking

authority "for the purpose of establishing a fair and effective

system of preventing racial discrimination in home rortgage finance."

The petitioners urged the coll®ction of racial and ethnic data (see

Section 1V, pp..188-190 infra). The petitioners, also recommended that the
financial regulatory agencies provide for the documentation of all applications
which were made in person but had not taken the form of a written request, o
Further, they requested that each builder or developer to whom a short

term construction or long term mortgage loan is made be required to file

with the lender a written assurance providing that the dwellings financed

will be sold or leased without discrimipation. The petitioning organiza-
tions were: The American Friends Service Committee, the Housing
Association of Delaware Valley, the Housing Opportunities Counciliof
Metropolitan Washington, the Leadership Council for Metr.politan Open
Communities, Metropolitan Washington Planning and Housing Associgtion,
Inc., National Association for the Advancement of Colored People,
National Association of Real Estate Brokers, the National Comnittee
Against Discrimination in Housing, Inc., National Urban Coalition,
National Urban League, Inc.§ the Rural Housing AlTiance, the Washington
Centep for Metropolitan Studies, and t eague of Women Voters of ‘the
United States. The Cedter for National Policy Review is a nonprofit
organization for research and review of national policies having urban and
racial implications. It isaffiliated with the law school at the Catholic
University' of America in Washington, D.C.

*

126, The representative for the American Bankers Association stated that he

was speaking on behalf of the association's more than 13,000 member banks.

The representative acknowledged-that "there may be some isolated instances

of discrimination in real estate lending by banks, dbut our Association is

unaware of any, as none have been brought to our attention." Therefore, the

representative concluded that it was unnecessary to saddle the banking industry
* with the requirements of the proposed regulation in the absence of a showing of

discrimination by banks. FDIC, Proposed Fair Housding Lending Practices,

Hearing before the Federal Deposit Insurance Corporation, Dec. 19 and 20, 1972,

at 77. The rep‘psentative speaking for the National Association of Mutual

Savings Banks approved the adoption of theégroposals, on the condition that

similar proposals be adopted by the other three Federal. financial regulatory
agencies Id. at 108. The representative fgf the New York State Bankers
Association disapproved the racial and ethnic data collection.requirement,
stating that it would place too great a burden on bank personnel. Id. at-116.

N g
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and savings and loan ‘associations. Their tes&iﬁbny ptov;ded prC' .

. - > 1 ;
with ample information to maKe its final decision concetning the
proposed regulations. However, over 22 months later FDIC was still

427
attempting to determine what form the regulations would take.

e - ~
!/ N .
‘e - ‘s

/
427. Following the heatings, FDIC reviewed the atguments presented and
recorded its conclusions as to whether there were sufficient legislative

bases for having issued the proposed regulations. Inierview with Roger A.
Hood, Assistant General Counsel; Paul M. Horvitz, Director of Research;

F. D. Birdzell, Attorney; Edward Roddy, Director, Division of Bank Super~
vision; Joe S. Arnold, Acting Assistant Director, Administration; and John
Stathos, Deputy Director, Division of Bank Supervision, FDIC, Dec. 19, 1973.
The Corporation refused\to provide the Commission with copies of memoranda
of its conclusions, stating that '"these are internal staff memoranda' and
it did not feel it was apprbpriate to releast them. Letter to Cynthia N.
Graae, Associate Director. Office of Fedetal Civil Rights Evaluation, U.S.
Commission on Civil Rights, from Roget A. Hood, Assistant General Counsel,
FDIC, Jan. &, 1974. In a recent communication, FDIC informed this Commissinn'

We believe that we have basic authority to
promulgate regulations generally aimed at
implementing those provisions of Title VIII

& and particularly section 805 thereof (42 U.S.C.
B 3605) prohibiting discrimination by banks
and other financial institutions in the
financing of housing.

Our principal concern goes to the type of
regulation which would be most useful in

achieving the desired ends. Specifically,

as a result of the December 1972 hearings...
analysis of public comment, and extensive

staf: consideration both internally and inter-
agency, on the proposed regulations, it be- '
came clear that such regulations may not achieve

the end desired, principally because of deficiencies
in the portion thereof dealing with recordkeeping.
Hence, in cooperation with the Comptroller of the
Currency, the Board of Governors of the Federal
Reserve System, and the Federal Home Loan Bank Board,
we instituted [a pilot project for ragial, ethnic,
and sex data collection? ith the primary objec~
tive of testing various types of data collection
systems with a view to determining the one or
combination of several systems that might, if
incorporated in a regulation, be most useful

in monitoring compliance by regulated ineiiiu-
tions. Wedel letter, supra note 397.

© Te pilot project is discussSd in detail on pp. 188-190 infra, jLi?:’ ﬁ/

ERIC

wll Toxt Provided by ERIC
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‘B. Nondiscrimination in Mortgage Lending to Women

Discrimination against women in mortgage finance is .
‘widely prevalent. For example, the arbitrary refusal of
many savings and loan associations to ‘count the full amount of a
working wife's income in assessing a couple's ability to repay a mortgage
loan was documented by a survey conducted by the Federal Home Loan
Bank Board in 1971 428 regarding practices of savings and loar '
,a350c£ations in all lending services. The survey revealed.that 25 per;

cent of the respondents would not count any of a 25 year-old married womaa's

income if she has two school-age children and holds a full-time secr€tar1al
429
position. More than half of the mortgage lending institutions would limit

’

N, 8 Federal Home Loan Bank Board Results of 74 Questionnaltes Returned,
urklated internal report.‘

429) The FHLBB also inquired about the effect of marital status on a loan
applicant's eligibility but did not tabulate‘the results of that questionm,

PR
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430
credit to 50 percent or less of her salary. Other forms of sex dis-

crimination include refusal to lend to a married woman ir her own name,
investigation of a wife's birth control practice in connection with.a
mortgage loan application, reluctance or refusal to make loans to widows

. . 431
and divorced women who have np credit record in their own name, use of

different standards for credit applications of single women than for applications

of single men, and requiring cosigners for single women but not for single men.

430,” On the basis of a mortgage financé study conducted in Hartford,
Conn., this Commission found that sex discrimination was more

blatant than racial and ethnic discrimination. The study revealed
that traditional mortgage lending policies followed by Hartford
mortgage lenders require sex discrimination, For example, as a
matter of policy, the lenders often refuse to use a woman's income
as a basis for making a loan.. The lenders Operate on the assumption
that women are greater credit risks than men of comparable ingome and
employment status. The survey disclosed that varying degrees of
discrimination were practiced by different institutions and even by

» loan officers within the same institutions. Hartford report, supra
note 405,

431, Divorced or widowed women often will not have credit records in

their own names, since they were likely to have been denied credit in
their own names when they were married.

(4

432, For example, the results of a questionnaire distributed by the
District of Columbia Commission on the Status of Women to 107 mortgage

lending institutions revealed that policies relating to sex and marital
status of applicants- sary among the institutions in the Washington
metropolitan area. A ong the findings of the survey, based on the
answers of 50 respondents, were that:

1. Frequently sex and marital status determine whether
or not mortgage applications will be acted upon favorably.

2. Alimony and child support are often discounted as
valid sources of income, regardless of their reliability.

3.  VWorking wives' salaries are often not fully counted as
part of a family income.

4, Some imstitutions ask applicants about their parental
plans and birth control practices.

Government of the District of Columbia, Commission on the Status of Women,
Sixth Annual Report, 1973,
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Discrimination against women in mortgage finance is aléo

serious becaﬁse cof its relationship tO discrimination against racial
and ethnic minorities. For example, a higher proportion of minority
than nonminority families rely on the wife's salary for part of the
family's income and thus would need to rely on the wife's income in

433
purchasing a home. . -

~

Prior to the passage of the Housing and Community Development Act in
August 1974, which amended Title VIII of the Civil Rights Act of 1968
to include a prohibition against sex discrimination, the only agency
which acknowledged that it had responsibility for ensuring against
sex discrimination in mortgage finance was the Federal Home Loan Bank
Board. TFHLBB's guideliéeé included a statement that discrimination
based on sex or marital status impedes .the achievement of "the
objectives of Federal laws intended to promote sound, économical

434 . i .
home financing," and noted that such discrimination, ''may violate

433, Data from the Bureau of Labor Statistics show that in 1975 the
labor forge participation rate for minority wives is 54.0 percext
as contrasted with a 41.2 percent rate for nonminority wives.

, Department of Labor, Marital and Family Characteristics of the Labor
Force, March 1973, in press.

434,

12 C.F.R. § 531.
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constitutional provisiOns1!;ich guarantee equal protection of the
435

law for all persomns." These statements concerning sex.
discrimination, however, were only advisory. and, unlike FHLBB's
regulations,could not be enforced. The Board's regulations did
not include any refe;ence to sex di;criminatiOn but were limifed to

the Civil Rights Act of 1968 before it was amended to prohibiit

discriminatior on the basis oz sex.

The other three Federal financial regulatory agencies have been

less progressive. They have indicated merely that they would

support a Fé;eral law prohibiting sex discrim1nation in mortgage

financing but state that without a law they have had no authority to
436

enforce such a prohibivion upon their res:-latees.

—

.

435, 1d.

436, Interview with C, Westbrook Murphy, Depﬁty Chief Counsel, COC,
Dec. 12, 1973; Hood interview, supra note 427; and interview with
John E. Ryan, Supervisory Review Examiner,(Division of Supervision
and Regulation, FRS, teb. 21, 1974. Wedel letter, supra note 397.
In that letter, FDIC stated: )

\\é;;zg/?zlt that in view of the fact that the

ivil Rights~Act of 1968 nowhere mentioned
discriminatfon based upon sex, we lacked the
authority to issue regulations concerning such
practices. This question has now been resolved

. by enactment of the Housing and Community Develop-
ment Act of 1974., Section 808 thereof prohibited
sex discrimination including the discounting of a
wife's income by lenders and the Act also amended
Title VIII of the Civil Rights Act of 1968 to pro-
hibit sex discrimination in real estate lending.

Therefore, any regulation, which may eventually
be issued by the Corporation to implement Title
VIII, would contain provisions relating to sex.
discrimination. Id.

. 181
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C. Nondiscrimination by Builders and Developers

Section. 804 of the Civil Rights Act of 1968 makes it unlawful to dis-

criminate in the sale or leasing ~f housing. This section applies, of ccurse,

to builders and developers who market the dwellings they construct. Neverthe-

less, FRS, FDIC, and COC continue to maintain that they do not have the statu-

b
B A\

- tory authority to require banks under their supervision to impose nondiscri-

minatiou requirements on builders and developers to whom they lend money for
437

housing construction. . FHLBB alone does not make such a statement, but

it still has not issued rules or regulation. directing {ts regulatees

'

to 1mpo§e nondiscrimination requirements on builders and developers to which*

they make loans.

One reason given for such inaction is that the problems

of monitoring itsregulatees to ensure their policing of builders and deve-
438
lopers would be tremeadous.

Indeed, such monitoring would be a difficult task, although with
cooperation from the other Federal financial regulatory'¥genc1es, HUD,
the Veterans Administration,and the Farmers Home Alministration (FmHA) -

. 439
at the Department of Agriculture, this task could be less onerous.

As of @pril 1974, however, ncne of the financial regulatory ageqﬁqg;\
had required banks to insert customer nondiscrimination recuirements

in their loan agreements with builders and developers.

437, Ryan interview, supia note 436; FDIC response to U.S, Commission on
Civil Rights April 1973 questionnaire, contained in letter from Frank wille,
Chairman, FDIC, to Stephen. Horn, Vice Chairman, U.S, Commission on Civil
Rights, May 25, 197>, and Murphy interview, supra note 436.

438, Telephone interview with Robert Warwick, Deputy Director of the Office
of Housing and Urban Affairs, FHLBB, Mar, 7, 1974

439, HUD requires the builders and developers it assists to develop written
affirmative marketing plans, See Chapter I, Department of Housing and Urban
Deve lopment, Section IVA supra, The Veterans'Administfation has proposed
affirmative marketing plans but has never adopted them, See Chepter III,
Veterans Administration, Section IVA infra. The Farmexs Home Administration l
requires builders and developers to market FmHA-approved and assisted . )
, properties affirmatively but does not require written affirmative action .
\

"plans, 7 C.F.R. § 1822,381 gt. seq. (1972).
182
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’ D. Equal Employment gpportunity by Regulatees

- It is important that banks and savings and loan institutions
"provide equal employment opportunities for minorities and women. Employ-

‘ment discrimination is prohibited by Title VII of the Civil Rights Act
440 441 °
of 1964 and Executive Order 11246, as amenced. In addition,

equal employment opportunity in banks and savings and -loan associations is

related to the need for fﬁrthering the fair housing practices of these

L%

institutions. Bankfng traditionally has been a profession dominated
by white males. High level banking officials have been white males

and they have tended to establish policies geared to facilitate
442
credit for white males.
’

The Federal Home Loan Bank Board is the only one of the four financial

regulatoéy agencies to adopt regulations prohibiting discrimination in

440. The responsibility for enforcing Title VII is vested in the Equal Employ-
ment Opportunity Cormission. (See U.S. Commission on Civil Rights, The Federal
Civil Rights Enforcement Effort -- 1974 -- Employment, Ch. 3 (in preparation).

441.Executive Order 11246, as amended, prohibits discrimination on the basis

of race, national origin, sex,and religion by Federal contractors. This

order applies to banks and savings and loan associations., The respdpsibility
for enforcing Executive Order 11246 is vested in the Office of Feder}l Contract
Compliance in the Department of Labor, (See U.S. Commission on Civil Rights,

The Federal Civil Rights Enforcement Effort --1974-- Employment. Ch{ 2 (in prep-

aration)), which in turn, has delegated the responsibility for the enforcement of

this order as it applies to banks and savings and loan associations, to the
Department of Treasury. On Feb. 25, 1971, the Under Secretary of the
Treasury, Charls E. Walker, asked in writing for cooperation from the four
Federal financial regulatory agencies by having the agencies check to see if
banks and savings and loan associations have on file affirmative action plans.
All the agencies agreed to fulfill this function. Telephone interview with
David Sawyer, Director, Office of Equal Opportunity, Y,S. Department of the
Treasury, Apr. 12, 1974. \

442. Hartford report, supra note 405.

X .
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employment practices. All four agencies inquire from those

member institutions they examine whether each institution has an

affirmative action plan for equal opportunity i.. employment. If

the institution is required to have a written affirmative action
444 :

plan; the agencies ask to see it. The agencies forward to the

445

Ly.al Opportunity Office at the Department of the Treasury in-

formation as to whether the institutions have such a plan on file.

They do not evaluate the plans.

.

443. 12 C.F.R. 8 528.7 and ® 563.36. These regulations~proh§b%t discrimi-~
nation on the ‘grounds of race, color, religion, sex, or national o¥igin

in hiring, promotion; or conditions of employuent, They also prohibit
discrimination against anyone because she or he has filed a complaint

of discrimination, Telephone interview with William Nachbaur, Associate
Ceneral Counsel, Office of General Counsel, FHLBB, May 1, 1974,

4447 Although Executive Order 11246 applies to all banks and savings and
loan associations, only institutions with 50 or more employees must have

a written affirmstive action plan._x
| N

445, See note 441 supra,




¥ IV. The Examination Process

-

A. General

—
The purposes of the Federal financial regulatory examinations

include insuring safety and stability in lcans and investments, upholdiné

competit¥on in the banking community, and making certain that no appli-
cable laws or statutes are violated. ,Examiners from each of the
regulatory agencies review such matters as the condition and performagce

’ . ) . & v
of regulated 1nst1éutions, the quality of their operations,cand the

. * 446
capacity of management to enforce compliance with Federal laws. The

appraisal of an institution's leans and lending policies, its

investments and investment policiffs, and the ability of its manage-
' 447

ment constitute the most exacting phase of the examination process.

2

In the Eourse of the examination, the examiners make a physical
verification of the institution's assets and appraise their quality.
They also review the institution's capital adequacy and liquidity and

448 N
assess 1ts internal sysStem of credit and controls, -

446, See Department of the Treasury, Office of ‘the Comptroller of the
Currency, Comptroller s Handbook of Examination Procedure, September -
March 1973; Ryan interview, supra note 436, Cecilia M, Gerloff, Acting
Director, Office of International Home Finance, Federal Home Loan Bank
Board, Editor, The Federal Home'Loan Bank System 53 (1971). "Ms, Gerloff
has since become a senior financial analyst in the Board's Office of
Finance. ® ' )

447, See, for example, Comptroller of the.Currency, 1971 Annual Report, and
Federal Deposit Insurance Corporation, Annual Report 1972, .

AN

448, 1d. and Gerloff, supra note 446; Board of Governors of\the oderal
Reserve System, 59th Annual Report 1972. {

%
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" With the exception of FHLBB, the established pattern for b81?{
and savings and loan association examinations by the Federal financial
regulatory agencies-is that they be conducted onsite and at least

449 «+30 .

annually on an unannounced basis. The number of examiners needed
to examine an institution varies with the size of the institution.
For example, a large bank, such as the Riggs National Back in Washington,
D.C,, or the Chase Manhattan Bank in New York City, way necessitate the
use of.as many as 200 examiners,over a tﬁme span of several :

: ‘ . . N
%eeks. In contrast, three examiners can examine a smail rural bank

‘ 451 . 4
in about 1 week.

449, For example, the National Bank Act requires that all national banks

be examined twice in each calendar year by the Comptroller who may

waive one such examipation in a 2-year period or may. have such exami-
nations mede more frequently, if necessary. COC, Annual Report £1971)

supra note 447. The Federal Reserve Beard conducts at leagt one regular
examination during each calendar year with additional examinations if
necessary. Board of Gove.rnors of the Fgderal Reserve System, supra note 448
at 208, : ‘ .

/

45), Interview with Tom 0'Nell, Head, Unit of Consumer Affairs, Division

. of Bank Supervision, FDIC, Jan, 14, 1974, and Ryan interviews, supra urte 436,

The Director of HUD's Office of Civil Rights Compliance and Enforcemeat
expressed doubt as to whether actual 'surprise" examinations were conducte
by any of the agencies., Interyiew with Kenneth Holbert, Director, Office
of Civil Rights Compliance and Enforc2ment, Department of Housing and
Urban Development, Feb. 12, 1974, FHLBB examinations are not made on an
unannounced basis. Platt letter, supra note 412, ~

451, Ryan interview, supra note 436,

&
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B. Fair Housing Examination ~ g/‘ -

1. Office of rthe Comptroller of the Currency

Although Title VIIT of the Civil Rights Act of 1968 is *

+

applicable to the banks COC supervises, the Cffice of the Comptroller

of the Currency has included no civil rights review in the examination

process. 1Its examiner's manual, contrary to the obligation placed on COC

under Title VIII, contains no mention of the examiner's fair housing

452 )
regpongibilities, nor does it instruct the examiners to check for the
equal opportunity'lende: poster or to monitor the banks' aduertising as

453
required by COC's policy statement of May 1972. . ‘

-

2: Federal Deposit Insurance Corporation

The ®DIC examirers' fair housing activity is largely

limiced-yb determining if the bank has made proper use of advertising

and lobby nog%ces_of nondiscriminaticn, although examiners are instfﬁ?%ed

Vo

452,The manual used by the national bank examiners outlizéb what is fo
be examined and the methods of examination. .The manual &nforms the
examiners that all national banks with 50 or ‘more employees are required
to file an Equal Employuent Opportunity (EEC) Report with the Treasury
Department and the Equal Employment Opportunity Commission, and that these
banks are also responsible for preparing a written affirmative action
program. The examiner must record in the\examination whether or not the
bank has filed the EEO Report and whether dhe bank has such an affirmative
action plan. Office of the Comptroller of fhe Currency, U.S. Treasury,
Comptroller's Handbook of Examination Pro dute, Sept.- March 1973.

453 , Murphy interview, supra note 436,
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454

to report any_ violations of Title VIII whi .h they observe. While the

requirements for these notices have been in effect singe December 1971,

LY

i1t was not until 1973 that FDIC included reference to these requirements

in its Examiner's Manual.

456 , :

3. TFederal Reserve System and Federal Home Loan Bank Board

Both the FRS and the FHLBR confine ‘their examination of

Bn

454,

455,

456,

-

Jee IDIC Policy Statement, supra note 400,

\
FDI< re:ently noted that:

FDIC stated:

Our examiners have beerf instructed, initially in cornection with
a- letter addressed to the Chief Executive Officers of all
insured nonmember banks dated April 25, 1969, to determine,

if possible, whether banks under our jurisdiction are

violating section 805 of Title VIII of the Civil Rights

Act of 1968. To quote in pertinent partffrom the above./
cited April 25, 1969 letter: . {L\,_\ .

"Although primary authority and reSponsib{éity for
administerirg the Act is placed in the Secretary of
Housing and Urban Development (Section 808(a)), the
Federal Deposit Insurance ‘Corporation under the statute' -
also has a responsibility to require compliance with
the applicable provisions of the Act by those financial
institutions under its jurisdiction. Accordingly, it is
expected that all State nonmember insured banks will
comply with the letter and¢spirit’ of this Federal law.
The Corporation's cxaminers have-béen instructed to
include -in their reports any afparent violations of the

Act disclosed during the cefirse of any examination."
Wedel letter, supra note 397,

...the Statement of Pglicy under consideration
here was first issued in December of 1971 and was ’

amended and superseded effective in May of 1972.
Copies of both statements were forwarded to all
régional offices immediately following their
issuance so that examiners might monitor com-

pliance with their provisions. Our examiners

are instructed to seek out apparent violationms
immediately after a regulation or policy state=

ment becomes effective. Wedel letter, supra note 397,

188 “ .
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457
enforcement of Title VIII to the use of fair housing questionnaires
: ' ‘ 458

wﬁlch were modeled after a questionnaire created in conjunction with HUD.

The questionnai}e is completed by the examiner, both from her

.

457. The FHLBB questionnaire is slightly more inclusive than that used

‘by the FRS. It is reproducea on p. 171. The questions which »re

also used by FRS are marked with an asterisk. Additional FRS .ir
housing questions are included .at the bottom of p. 172.

458. In 1971, HUD developed a questionnaire for savings and loé:w\
associations and banks to determine the policies and practices 9
tenders use in making residential loans and to asgertain the

degree to which discrimination in lending exists. —The results

were computed in 1972 for FHLBB-examined institutions (savings

and loan associations). The results for COC-examined banks

( national banks) and FDIC-examined banks (State nonmember banks)

were never computed. FRS computed the results for its examined

banks (State member banks). HUD's analysis of the responses from

582 savings and loan associgtions in the 50 cities with the largest
minority populations indicated that 39 percent had never provided
notice to customers that-loan applications are considered without
regard to race; 18 percent refused to make Yesidential loans in , \
one or more areas of high concentrations of minority citizens.
Seventeen percent of the savings and loan associations admitted to con-
sidering the racial and ethnic characteristics of .neighborhoods

and 15 percent considered the proximity of low-rent or public '
housing projects. Twenty=-nine .ercent of the agsociations were

making fewer than 5 percent of theirf loans to minorities, although
doing b’ iness in cit%;:;::zjng from 16~74 percent midority popula~

tion, Statistics on sawiggs and loan management were also
illustrative: 87 percent had no minority board or loan .
committee members. Data from individual cities were even more 7

telling: In Washington, D.C,, blacks and persons of Spanish
speaking background were 61.7 percent of all homeowners (data
for other minority houeowners are not published by city by the
Bureau of the Census) but only two of the sav ngs and loan
associations responding stated that they made' more than 25 per-

cent of their loans to minorities. In Detroit, where blacks

and persons of Spanish speaking background wére 34 percent of all

homeowners, no savings and loan association reported making more

than 25 percent of its loans to minorities ahd only 2 exceeded }EJ/,/’

15 percent. U.S, Department of Housing and Urban Development,
Office of Equal Opportunity, Private Lending Institution
Questionnaire, Initial Report on Returns for 1972.

189

“




N\ .

Ca i | 2

3

FHLBB QUESTIONNAIRE

CIRCLE FOR APPROPRIATE ANSWER WHERE INDICATED; OTHERWISE, SUPPLY DATA REQUESTED.

Name of Officer(s) interviewed .
Title(s) ' .
. . \'-"\
In the opinion of the officer interviewed:
l. %1, Are Loan Personnel and Executive Management familiar with the
' relevant provisions:of Title VIII of the Civil Rights Act of
- 1968? YES NO
2. Are Loan Personnel and Executive Management familiar with o
Part 528 of the Bank System Regula€ions? YES NO
*3, Is a broper Equal Housing Lender poster located in a conspicu-
ous place in each of the association's offices? YES NO
by, Does association advertising comply with Section 528.4 of the
Bank System Regulations and with Memorandum R-307 YES NO
5. Does the assoclation have an established written. golicy coh~
cerning non-discrimination in lendin If so, attach a ‘copy
to this questionnaire. YES NO .
*6, What is management's estimate off the population in the associ~
gfion's primary loan service agda? If the association manage- .
ment believes it operates in moMR)\ than one primary loan service
area, due to the location of its ®wffices, or for other reasons,
then this question as well as questions 7, #, 9, 10 and 11 . \
should be answered separately for each such area in a separate
attached memorandum. o L -
*7, What is the estimated minority group population of such primaty )
loan service area, or areas if more than one? . 2
i Y
*8., What is the estimated number of real estate loans made by the . L\
agsociation during the past calendar year? ) /‘
*9, What is the estimated number of real estate loans made to \
minority group borrowers during the past calendar year? -

*10. What is the estimated number of real estate loan applications
received during the past calendar year?

®* Federal Reserve System Qurstionnaire contains comparable questions concerning banks.
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FHLBB QUESTIONNAIRE (continued)

' What' i3 the estimated number of real estate loan applications
received from.minority group members during the past calendar
year? .

Within management's knowledge, have any complaints of alleged
discrimination been filed against the associatiqn? (If the
answer is YES, obtain from the attorney a letter setting forth
all pertinent facts and the potential 1liability to the associ-
ation.) : - .YES WO
*13. Are there neighborhood or other areas where minority group

members are concentrated, in such primary loan service areas,

in which the association does not make real estate loans? If,

so, specify the areas and reasons for such inactivity. Y¢S NO

*14. Does the association refuse to make loans to members of .

minority groups seekingto purchase property in areas where

there are no or few minority group residents? If so, specify

area\and reasons for Iuch refusal. YES NO

*15. Does_the association administer loan 1ates, terms, fees,
modifications, late charges, etc., without bias toward )
minority groups? YES NO

16. Does the association have an established formal policy -
concerning non-discrimination in employment? » YES N0
*17. If it is required to do so, has it developed an Equal .
Opportunity Affirmative Action Compliance Program? . ¥ES NO

12, Are employdes recruited,‘hi;ed, placed,.trained, transferred,
discharged, \recalled, and offered advancement opportunities
without regaXd to race, color, creed, nat fonal origin or

sex? YFS YO

19. Do the.employfes of the association generally re€lect the 5
minority comfosition cf the areas in which the-association's
offices are located? v ) Y©Ss N0

e —— —

Additional FRS Questions:

Are there neighborhoods or other areas of high concentrations of minority group
members in which the bank refuses to make read estate loans? .If so;.sneqify
the area and reasons fdr such refusal.

Are there any residential areas with no or few minority group members within the
bank's primary service area athere the bank has no, or relatively few, residential
real estate loans? If so, specifv areas| and reasons for such.

¢

*Federal Reserve System Questionnaire contains comparable questions concerning banks.
ery

=R \
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or his bersonal observations of the bank and 1ts records and from infor-
mation supplied by bank and savings and loan management. Many of the
questions may be answered with @ ;1mp1e "yes" or "no." Thus, for

example, the examiner has merely to record whether or not the bank's

ioqn officers and executive ménagement are aware of the provisiohs of

Title VIII.oE the Civil Righ;s Act of 1968, The examiner does not have

to determine how sophdsticated this knowledge is, nor does he or she have

fo indicate what evidence was used to show the bank staff’'s awareness o

_ 459
or lack of it.

*

) { ' ' * ol
The questionnaires seck informatign aé toiwhether the Title VIII

poster is prominently lisplayed and whéther the bank includes a statement -

\és t6 its nondiscriminatory practices in all advertising of real estate

loans. There is no instruction that the examiner must review a sampling
N .

of advertisements, however, and thus it is possible that the examiner

-

A

will determine if such stateqsnts are used in advertising merely by

asking one of the bank's officials.

459, A bank official may knaw that Title VIII prohibits discgzﬁigation

*  4n the sale or rental of housing without being aware that race, ethmnic

. origin, and religion are the prohibited bases for discrimination; G
similarly, the bark official may be unaware of what constitufes dis-
crﬁninaﬁéon in mortgage financeor what steps are necessary for
efféctivé implementation of Title VIII.” For example, the official may
be unaware that the absence of any Spanish-speaking bank officials in a
bank in areas-such as San Antonio, Los Angeles, or New York, with large numbers
of persons of Spanish speaking background, may act as u deterrent to those persons
of Spanish spedaking background who might wish ta apnly for a loan. The
official might not realize the necess.ty for taking affirmative Steps
to encourage loan applications irom minorities, who have frequently been v
discouraged by banks from making Such applications because of dis-

. criminitory mortgage lending policies and practices.

-
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The queral Home Loan Bznk Board, but not thé Federal Reserve

.

Board, -asks if the institution being examined has an established N

writteh policy concerning nondiscrimination in lending and asks the
) 460 R (
examiner to obtain a copy 1f-such a policy exists. Both questdionnaires

- . . A »
ask whether there are neighborhoods or other areas of high cog‘entrationa
. hi 4 5

of minority group members in which the bank either refuses t. 'make or in

("

fact has made no or few real estate loans;+if the bank refuses to make

’

s I;ans t; members of minority groups seeking to purchase property

where no or fe? minorities reside; and If loaﬁ terms el are set without
regard to the borrower's race, color, religion, or national oriéin.

The FRS also asks if there are areas with no or few minority group
members where the bank has no or few loans. Again, these huestiona A
require only "9es" or "no'" responses, although explanatory matér;al

is solicited where the response might indicate a violation{of Ti;le

VIII. Bank officials often know the "appropriate” responses to these
queati;ns “oz and without racial and ethéic data it is difficult to determine
if loans to nonminorities Are made on the same basig and 15 the same areas

~

as to minorities. . ~

.

~

460, In addition, the questionnaire solicits’ information
about the employment practices of the savings and loan association being
" examined. The equal employment responsibilities of the financial regulatory
' agencies are discussed at pp, 164-165 supra.

461, Loan terms include amount, interest rate, and duration of loan..

462, Comments made by examiners at FRS Training School for Assistant
Examiners, in Washington, D.C., Sept,-27, 1973,

‘ - 193
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463
The questionnaires ask for estimates, both for mi‘norities

. and for all _persons, of, the population residing in the bank's primary *
464
service area, of the number of applications received for residentigl

real estate loan applications, and of the number of residential real
estate loans made. The primary service area is defined by the
regulatoty agencies- as the principal geographic. area in which the bank

make& loans. It is possible that a bank or savings and loan assocfation

would define its primary service area to exclude those "areas with a

high proportion of ,gg.notity residents. If so, failure to nake loans to
minorities might-not be uncovered by the FRS and FHLBB questionna’ires.r
'If- the institution failed to make loans to minorities, the examiner -

would be likely to excuse that fact on the grounds that there were .

no niinorities in the service area, Purposefully defining the primary

< 3 N
. -

service area to exclude minority areas would of course be discriminatory.

[ S N .
If minorities reside within the same proximity to the institution or its

a

branch offices as do nomminorities, the :‘egulatory agepcies should insist
‘ . .

that the primary service 'atea: be defined to include them.
The utility of the questionnaires ‘is limited because they rely%n .

egstimates, which are no substitute for the collection, maintenance,
: . S
and analysis of hard dataton the race, ethnic origin, 'and sex of

L] “ N

463, The FRS. and tzgle PHLBB define minority gtoup as "Negro/Black,

American Indian, Spatiish American, Oriental or other minorities’
(such as Eskimo)."

464 The Federal Home Loan Bank Board makes provision for o!;taining
data on all service areas’ re the bank officials believe that the

bank operates in more than one primary loan service area. .

i94 .
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« 465 ;
the popuiation, Ioan applicants, and loan recipients. / . Nonetheless, '

4&59,1n the absence of racial and ethric data, there is ;“

~

‘.i‘ine information which could be obt‘ined'by examiners to assess the

=t

bank's nondiscrimination posture. For example, the examination :

could be used to obtain the following types of 1qf0tmat19n:

-- The criteria used by the institution's loan committee in evaiuating .

¢ a 0

applications, including any criterja gased on information which is ot
on the application form. The examiner should ensure that each

3

criterion used is nondiscriminatory. Such criteria as the appearance

of the applicant, the character of her or his job (beyond the salary),

* or whether the applicanttis a woman, are not relevant to the ability to

¢ ’ :
repay a loan but might result in the disproportionate rejection of

" minorities or women. Similarly, eicluding income from a part-time job

or a wife's income in assessing a loan application tends to discriminate
more Feverely against minorities, sinée the p;Fcentage of minorities
with incom; from two salaries is greater than for:nonminorities. 466An_
undefétanding of these procedures islnecessarylin'order to determine

if minorities or women are being screened from the mortgage finance

process prior to the submission of a written application.
4

465, The need for racial and ethnic data is discussed further ‘it Section
IV infra. A

466, Searing, supra note 403,

7 | 195
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~= The extent to which previéusly esi:ablisjled credit i)y minoritiés or

3

e ~

. - : .
. women ii taken into consideration in making a loan. Many minorities and

women may iuave had difficulty in obtaining satisfactory ratings because of
. - N 467 - + P .
discriminatory credit practices. Moreover, some institutions ﬁray refuse to

. -

£ . v

make loéms to persons who have never previouslpy"m'xrchased a home. - Since
'many minor‘;ties applying for loans for the purpbse of purchasing a home are
~ fiFst-time home buyers, this practice may be qiéc\rimihatory. - a

-- A’description of the mé{nner in which the bank handles any fair housing

a complain.ts it recei\ies’and‘ data-on their volume and‘nature. ! Examiners - v N
R should alsc; obta;n information on the nﬁmbe;: an nature of any fair hou.sing

! complaints aé‘a‘inst the bank or against builders and deye’alqpers it fjjnanc;as .

which have been filed'with public agencies charged with furthering or -

?

K enforcing State gnd local civil rights laws. T ' ) e
) i R .
" 467, See S.N, Sesser, supra note 406, &

«
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-- :A 1list of any affirmative steps taken by banks to ensure
. 1]

fair housing, such as the collection and use of racial and ethnic
data and the refusal to deal with‘builders and'developers who )

discriminate. If such steps have been taken,-they will provide
evidence of a bank's commitment to equal opportunity in hous‘pg. : ’

The guestionnaires have been of little uSe. in uncovéring discrimi-

\ . ’ )
natory mortgage finance practices. In fact, neither the Federal

- . ‘

Reserve Board nor the Federal Home Loan Bank Board has ever interpreted’
i : 3

{Ze findings of the questionnaire as revealing discrimination, even though

468

.

the agencies indicated that some responses required further quegtioning..
For example, some banks acknowledged that they refuse to make loans

' in areaélnf high minority group concentration. However, further responses

’

468, Warwick interview, gupra note 438 and Ryan interview, supra note 436,

. o 3
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in justifiéhtion of refusing these loans were accébted By FRé as sound

>

©

-

reasons for denial. Two examples of reasons given were (1) that insurance

! for the dwz:;jyg to bg'purchased was unavailable from private insurance

_ companies and (2) that the area was due for urban renewal,

+ .
,r

* Sgch:excuses for refusal té-@ake loans to minorities or in minority

.
~ .

afeas are often viewed by examiners as being supported by sound economic prin- -

.~

¢ ) ciples. They are, however, too éften.toola for maintaining the reaidentiai i
: h . ,

seéregatiqﬁ which is characteristic of this Nation., It has‘been asserted 5hat

- ." ingurance companies have discriminated against minorities and inner city resi-

>

dents in-determining whether or not to provide insurance and in setting the

470 : . . s
conditions for insurance, Banks'frequently‘prévide significant -
471 ‘ :
benefit tq}insurance companies, and banks should use this leverage to

) N .
refuse to deal with insurance companies which discrifmiinate. ' To do adything

L) I’ .

. : 1 ,

- <
t > rs

469, Banks and savings and loan associations require that the borrower’
obtain fire insurance on the dwelling to be purchased with the loan.
Thus, the institution's iqvestmeﬂt will be protected in the event:that

. fire damage so diminishes the value of the dwelling that the borrower
ceases mortgage payments.

factors have Deen.considered by insurance confpanies in their decisions ¢ ‘

to provide {nsurance. Major ihsurance companies have considered such * *
factors as-crowded living conditions, sqnicat{on of the applicants'

- residences, and personal reputation. Th& tonsideration of these .fac~ .

' tors may work to the detriment of minority:loan applicants since through 4

S stereotyping they are often &ttributed to winorities. See also President's

Natfonal Advisory Panel on Insurance in Riot-Affected Areas, Meeting the
Insurance Crisis of Our Cities (January 1968), Meeting the Insurance Crisis
of Our Cities discusses the reluctance of insurance companies to accept
applications :for insurance in the innqr cities.

7 _'470, See Sesgﬁc, supra note 406, for evidence that racial and-ethnic

471, For example, banks often secure insurance for borrowers to cover the
mortgaged prOper%y and thus pertorm the tunction of<fbtaining customers

Q »r insurance companies. . ¢ N

198. '
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less 18 to pass on the-insurance compandes' discrimination-to the

. banks' customérs "and thus to act in violatiom of Title VIII.

» [

Similarly,En'ekaminer/;hoqld npt'accept without'further investi-

. . "_ PR B - 3} »
gation a blanket statement by'a bénk or savings and loan association that

no loans will be made in the m{nority regidential area because thqt area

is scheduled for' urban renewal Although a financial institution would
t

understandably not want to provide a mortgage for a home that was going

to be razed, the -exgminer should for example, determine if all homes in

’

the minority area are scheduled to be razed and what e&fect the urban
renewal will have on property values of homes which will be Teft standing.\'

Ihe bank should then be required to give Lull congideration to any requests
/

for mortgages on homes within the minority area which will remain the same

4
>

or increase in value during the course of the urban renewal project.

i )

' ¢ } . -

-
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C. Examiner Training ~ .. . .
1. Offic of the Comptroller of the Currercy ) . ‘
. . £ p‘. ’ N /
‘. _ The COC conduéts formdl training courses for its examiners several T
' 472, . . . . ;
times yearly. ¢ Since COC examiners have ‘be'eniss:lgned no fair hoysing’ K

“responsibility, no fair housing ‘training is afforded the'national bank examiners.

The responsibilities of the national banks under Title VIII are not mentioned :

) | 473
. at any point in the gourse. .
-2, Federal Deposit Insurance Corporation . : ,
The FDIC examiner training program includes three different C \

»

. courses: for newly hired assistant examiners, senior assistant examiners,.

and recently appoipted examiners. In 1973, one course, for newly

. - . 474 b . ’
fired assistant examiners, lastéd 3 weeks. A second course, conducted -
. 475 . .
for senior assistant examiners, lasted 2 weeks. A third course, for .
" 476 . 477
recently appointed examiners, jasted 3 weeks in 1973.
. . 4 .

Y

472, Murphy interview, supra note 436,

. 2’
478. 1d. See also, Comptroller's Handbook of Examination Procedure, supra
Jpote 446, . - -
474, This course was repeated five times during the year, The new examiners
often receive on-the-job training prior to participation ifn these programs.
475, This ¢ourse was repeated five times during the yeare .

. 478, This ¢ourse was repeated 10 times during the year.

477, There 1s no assurance that the three courses given in 1973 will be repeated

on the same schedule in 1974, Telephone interview with Tom 0'Nell, Head, s

Unit of Consumer Affairs, Division of Bank Supervision, FDIC, Mar. 12, 1974,

FDIC recently .noted: .
Actually the examiner training program is far more
extensive, continuing for a minimum three-year period “
before a candidate achieves the rank of. commissioned )
examiner. Thé courses mentioned account for only a
smallipart of an examiner's training, ‘

. ‘ ..
: /// Further, there are numerous provisions made available
by the Corporation for the continuing education of

~/ commissioned examiners, iiicluding training and infor-
x mation in areas such a8 fair housing, WYedel letter,, . ,
lEI{Iﬂ:‘ < supra note 397. i
v e
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s’ All examiners and assistant e aminers are, trained to check the quality

.

-

>

: of a bank's assets, the effectiveness of its internal management controls, and

478
the bank's compliance witn.Pertinent banking'iaws and regulations, The

examiners dre trained first to examine thoroughly the bank's records and then
w . . « . .
to conduct fo&lowup questioning'with the bank's\management .

_ . .
There is no civil rights presentation in the course for assistant examiners. t

Title VIII is noted briefly in the course for newly hired examiners and in the
ﬂ S
course for those with full examiner'status. .The presentation, which takes 10

to 15 minutes, consists of a discdssion of what would constitute a- violation

7 479
of law or a circumvention of the Corporation's policy statement, _ It covers-
: 480 “ '
+ both fair housing and equal employm?nt opportunity, The publication

. gual Opportunity in Housing, an exhaustive compilation of laws, regulations,
and decisions in the area of fair housing ouBIIEBeQ\py Prentice-Hall; Inc..J '
is distributedfto a¥l examiners, o There ig no review oé its contents in the
training‘;rogram; ’ \ ’

)
N9
.2 ¥
. { N ¢
- .

478. FDIC Annual Report 17 (1973). ) .

479, The policy statement is discussed on pp. 147 148 .supra.

480, Telfphone interview with Tom O'Nell Head Unit of Cogsumer Affairs,
Divison of.Bank Supervision, FDIC, Apr. 13 1973 ;¢ )

-

481, Hood interview, supra note 427,

“

A
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3. \Eederal Reserve System’ ' : .

3

Thrice yearly, the Board conducts a course for, newly hired assistgnt

.

examiners. ‘This course, which has a maximum enrollmen'of 40, meets for 3!

-

weeks and focuses on methods and procedures employed in operating a commercial

bank, A courgse for examiners with 3 or 4 years of practice is offered twice

P

yearly and lasts 4 weeks. The examiners are. instructed in crédit procedures,

482.
loan portfolio examination, and the detesfnination of‘soundness of loans.*

Although fair housing is a reguldt part of ‘the Board's bank examiner - '

training program, only an hour of each training session is devoted to such

Y

issues, The examiners are presented with a copy of Section 805 of the Civil,

.Rights Act of 1968, There 1s a brief presentation gn theacg'by a member of

the FRS legal staff and a leafure on three'different types of discrimination

. in real estate 1ending. (1) the outright refusal to make loaqs to minorities°

(2) redlining, and (3) the refusal to make loans to minorities in areas which -

have a low concentration of minorities.

The examiners in each®¢ourse discuss

these types of discrimination as well as possible rémedies.

also discuss the Civil Rights,Questionnaire.

The examinerg ©

N

were informed by their instructors that if racial data keeping is adopted by

In the fall of i973 the examiners

483 -
FRS, they will be responsible for its implementation, ¢ '( '
. . ’ v 484 -
. Overall, the course 18 superficial, as 1t is i}mited to a discussion
. K L\

482, Two hundred and twenty=five examiners and assistant examiners have been
trained since the course was started .in 1971.

483. As of the gpring of 1974, a pilot racial and ethnic data collection program‘
nas been instituted See Section W infra. _ k

-

v
484, The Cocmmission made recommendations concerning FRS's training program in

a letter from John Hope, III, Director, Office of Program . and ,Pplicy Review,

UsSe Commission on Civil Rights, toJack Ml Egertson, Assistant Director, Division

of Supervision and Regulation, Board of Governo;s of the Federal Reserve System,
O .14, 1974. . N
ERIC .

{
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of overt discrimination. The examiners could be tt:ai.ned not onlv to ”

uncover both overt and sibtle discriminati: n, bur also to evaluate
. -

ot , * 485,
‘posaible justifications given by banks for potentially discriminatory.actions, . }
, . > M ’

Exposure to additional fair housing material during the traiaing program 2

would also be beneficial to the’examinerses. Trainees could be provi'aed literature

.

on judicial and administrative interpretations of Title VIII. For example, L. x\
Lo ' 86 . |
coples of Equal Opportunity in Housfng would be helpful.  Further, speakers’ -

, . b
- could be invited from such Federal agencies as the Departments of Justice and

- - g
Housing and Urban Development, These sources would }familiarize the examiners

with the requirements of Title VIII and infc;rm them of the many traditional N

-

. ' \ -
bank practices which can operate to exclude minorities from obtaining mortgages,

. ‘
4 t

5

485. Tar e';gample, see pp. 178~179 supras fo'r a discussion of the spurious justi-
fications provided by banks for. failure to make loans in minority residential areas.

. 486. This was provilled to IDIC examiners along with 3 copy of the transcript of .
¥ the hearing before \the Federal Deposit Insurance Corporation on proposed fair
, hocusing lending pr_aftices regulations held December 1§ and 20, 1972, See

“pp. 156-158 supra.
\ ~ /

- &
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<

: The examiners could also be inform;d chac'iF e egpropriage to i ‘
obtain informatiQn not only froﬁ‘interviewsrﬁith thé bank's'ﬂanage;ent,
bﬁt also from thelloan officers. The training session could @hké

. clear to examiners that most banks are not 1ik;1y to_fecef%e a pérfedt )

. v

scorq on a thorough examination. In some tases, clearly identifiable y g

deficienedes will be ;asily(resolved on a veluntary hasis. In o
other cases, it wil; be necessary for ERS to put pressure‘od the

~

banks to come into compliancé with Title VIII.

4. FederaI\Home Loan Bank Board . . S

Ay ) o

The 8-day'training proérams for new examiner-staff which the Board

L87 >
conducts are held several E!ﬁés‘yearly. The civil rights component ln)

these programs is only 30 minutes in duraiioq. It is presented by field

-examiners or assistant.chief examiners and it} contents vary from time to "'

-

time. - Mostly, the time is spent in keeping the examiners apprised of new
FHLBB rules and regulations iu titis area. A discussion of FHLBB'S nca~ .
' 488 SR : .
discrimination questionnaire alsc takes p}ace. _ ~ .

<@

487. These programs are conducted by the Board's Office of/E;amination and : .
Supervi7ion. ; - .

[

3

468. Telenhone interview with Kenneth Butleg{’E;;oneesUeVelopment Specialist,
Office of Examination and Supervision, FHLBB, Mar. 6, 1974, The.new examinérs <
spend approximately 2 months in the figld before participating in these

training programs, 8O much of the training they recei:? is on-the=job, Id.

. _ J
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In addition to these cursory training programs for mew examiners
*in May and June of 1972 FHLBB conducted a one-time,indepth training

program in discriminatory lending and employment practices in which 400

13

- of its 600-member examiner staff participated, The objectives of the

-program were to educate the examiners as to the legal powers the Board
. ot [ SN .
has to effect compliance with its rules, regulations,and policies, and as

. to the'position, tactics, and responsibilities of other agencies such
B * . / - . ) .
as the Department of Housing and Urban Development, the Department of -

the Treasury, and'the Department of Justice regarding discrimination in

leénding and empYoyment, =~ -
’ ~

The ‘training was conducted in two phases, the first being six 2-day
. 489

seminars throughout the country providing the examiners with information
on the legal framework of FHLBB'S regulatory structure, the Board's posi-

tion with regard to discrimination, and the means of detecting and prevent~
ing discrimipation. This phase utilized speakers and discussion leaders.

. -490
s from savings and loan associations, several offices within the Board, and
491

other Federal agencies including HUD ‘and the Departments of Justice an

.- 489, THese seminars were condicted in Atlanta, Boston, Dallas, Chicago
(twice), and San Francisco.

€

490, Thdse tncluded the Office of Examination and Supervision, Office
of Geneqal Counsel, and Office of Housing and Urban Affairs.

491. HUL assisted in designing this training course. it instructed FHLBB
examiner's as to HUD's ihvestigation and conciliation regulations. HUD _
also distributed its field operations handbook pn how to coénduct investi-
gations, (See HUD Ti Title VIII Ffeld Operations Handbook. (1971)). ‘
Interview with Kennefh Holbert, Director, Office of Civi1 Rights Compliahce
and Enforcement, HUD, Feb. 12, 19/4. '

<GS
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) \ .
Treasury. The second phase consisted of twelve 2-~day work sessions

-

N

which incorporated the techniques of particular case studies and role °

playing in order to enable the examiners to better understand the ,

dynamics of d,iscrimiation and ways in which to effectively enforce
’ 492

-cou:;nance with equal opportunity laws in employment and lending.
It is ne;:essqry';hht all o.f the financial regulatory agencies com-

ducti this typet of p:r.'s;gram for .their examiners. Although in the summer

of‘ 1972.FALBB indicated that it woufd prow;ide this trainingagg the

. re;aining ?.0’0°'e1:aminers, the program has not been repeated,

2]

-
*
L3

492. Federal Home Loan Bank Board, Office of Examination and Supervision,
Discrimination Training Plan, "Plan, Objectives, Agenda, Speakers,
Logistics," May 1972. A pilot session was held in washington, D:C., on
May 4-5 for the first phase of the program for a small audience of
examiners. These examiners served as moderators in the second phase. 1d.

493. FHLBB felt that the examinetrs who had participated in the program

could train other examiners as to what they* had learned in these sessions.
Telephone interview with Francis Passarelli, Assistant Deput; Director of-
the Office of Examination and Supervision, FHLBB, Mar. 8, 1974.

-

-
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IToxt Provided by ERI
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IV. Racial, Ethnic, Sex, and Property Location Data

Thp\host significant step the four Federal financial regulatory
agencies have taken during fiscal years 1973 and 1974 hss been their

" establishment of a 6-month trial program of racial, i}ﬁnizéaand sex ol
data collection in selected é}eaq throughout the country. This trial ~

brdgram utilizes three procedures for data collection, each to be

employed in six Standard Statistical Metropolitam Areas (SMSA's). Under .

495 - 496
the first procedure, data'are to be obtained on sex, marital status,

' : 497
and race or.ethnic origin of the applicant and spouse. Under the second
498 -
procedure data are obtained only on the race or ethnic origin ’ ’
' . . 499 - ’

of the applicant, Under the third procedur¥, financial information

[ 4
3

494, This program began on June 1, 1974, The Federal Hqme Loan Bank Board
published notice of the program, 39 Fed. Reg. 12110 (Apr. 3, 1974). The
Office of the Comptroller of the Currency published notice of this- program at
39 Fed. Reg, 12363 (Apr..5, 1974). As of April 17, 1974, the FRS and the

FDIT had not published notice of the program in the Federal Register, Both
tssued press releases on April 1, 1974, on-the program, Federal Reserve Press,
Release, Apr. 1, 1974, untitled, and FDIC News Release, "FDIC Joins Other
Agencies in Test Program Using Racial and Ethnic Questionnaires to Defeat
Unlawful Discrimination in Mortgage Lending," Apr. 1, 1974,

495. The first procedure.is being used in Atlanta, Ga., Buffalo, N.Y.,
Chicago, T1l., San Antonio, Tex., San Diego, cal., and Washington, D.C.

496. The categories in this and the third procedure are single, married,
.divorced, and widowed. . K o

497, The categories for this and the other two procedures are American Indian,
Asian, Black/Negro, Spanish Descent, White, and Other.

498, The second procedure is being used in ‘Baltimore, Md., Galveston-Texas City,
Tex., Jackson, Miss., Jersey City, N.J., Tampa-St. Petergburg, Fla., and
Vallejo-Fairfield-Napa, Cal.

499, The third procedure is being used in Bridgepoft, Conn., Cleveland, Ohio,
Memphis, Tenn., Montgomery, Ala., Topeka, Kan., and Tucson, Ariz.

207 ¢
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is tequésted such as the c0mbined income of the applicants, the amount of

“ their.debts and assets, and the size of'loan requested, as well as data on race

[

or ethnic origin, marital status, and sex, In all cases, this information fe

-to be obtained from the loan applicant. The applicants are informed that the
7

information on race and ethric origin is tequested as part of a ptogram

to assure equal treatment under the Civil Rights Act of 1968,
3

500
- In addition, the census tract in which the property to be purchased is

s

located must be recorded by the fégding institutions using the first and thitd‘
A .

. procedures, and the zip code of the subject property is tequited\in'the other

ptoceduté: This yill enable the Federal financial regulatory agencies to
‘detefmine from census data the racial and ethnic composition of the area

1a which the.homefis to be purchased and, thus ascertain if the regulatees

are continuing to make loans to minorities only in minority areas and to non-
minorities only in nonmminority areas. Hoféover, all fnformation is required to

be stated in sich a way that 1t could be: later correlated with whether or nog the

- / .
< 1loan application was approved, thus enabling an objective determination of whether

or not the lending 1nstitg%§?ns' acceptance or rejection of loan applications

has been discriminatory,

.

——o p

500 A census tract is a division of a city or surrounding area for
statisticel »urnnses, The average census tract has about 4,000 residents. -

501. The forms used in the first and second procedures must be placed in the
applicant's loan file if the application is approved, or retained fer 3
years al g with the application and supporting materials if the application
is reject The form used in the third procedure contains a space for a
notation to indicate whether the application was rejected.

’ <08
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&

“This trial program, which is only a beginning, has been much delayed
, 502 X
in its developdent. | As early as 1970 this Commission gecommended that

the 'financia'lsregulatory agencies collect racial and ethnic data on loan .
03

applications. In March 1971, the Center for National Policy Review, on
' Y e N
behalf of 13 public interest organizations, filed petitions requesting
. " 504
each agency to _1nst1ttlte racial and ethnic data collection by its regulatees.
R

502. From December 1972 until March 1974, all of the regulatory agencies
have been involved in reviewing the need for ‘racial and ethaic .
data collection, The FDIC hearing addressed this issue. (See note 425 supra.)
Membexs of FRS's staff also participated in the 1972 FDIC hearing, and _
subsequently initiated discussions with the other financial regulatory- agencies
concerning collection of racial, ethnic, and property location data. The
Federal Reserve System, as well as the other agencies, has attempted to identify
various methods that could be used to make civil rights monitoring more’effective.
"For this purpose, the System obtained census tract data to study the feasibility
of analyzing loan data to detect discriminatory lending patterns. The System's
examiners have been extremely critical of a data collection requirement, '
‘contending that they are  already overextended without such a requirement,, that
they have too many statutes to enforce, that they are not sociologists, and >
that they have insufficient time for their equal opportunity duties. Interview
with<Mr. John McClintock, Assistant Director, Division of Supervision and
. - Regulation, FRS, Aug. 22, 1973. The Office of the Comptroller of the Currency,
too, has been critical of racial‘'and ethnic data collectiop but, has studied ‘
various methods of collecting such data. . .
] i ' . ~

The FHLBB opiginally proposed racial-ethnic data collection in its '
regulations. In reaction to the proposed regulations FHLBB received about 20

letters of protest from Federal Howe Loan Bank member institutions, Although PHLBB
never completely discarded the possibility of collecting these data, it was
resistant to requiring their collect.on without corresponding requirements by the
other Federal financial regulatory agencies, since it did not want to place savings
»and loan associations at a competitive disadyantage, Warwick interview, supra

note 438, .
503.. U.S. Commission on Civil Rights, The Federal Civil Rights Enforcement
Effort 360 (1970)., ) ,

504. See note 425 supra for a discussion of the petitioners' requests.

~ s
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V. Complaints ,

Pursuant to an agreement with the Department of Housing and

}

Urban.Development, the equal housing lender poster which is required

to be on dieplay:in the lobby of Federal and State banks and savings
and loan associations directs that complaints of housing discrimination
be made directly to HUD. HUD does mot routinely notify any_of

the Federal financial regulatory agencies of the number of complaints

505
it ‘has received against their member" institutions. Somé'complaints

e

have been forwarded directly by complainants to the regulatory agencies
rathey than to HUD, and HUD sometTmes refers complaints to. the regulatory
agencies. These are generally processed promptly by the’ regulatory .

agencies themseives,

r

A Y
A Office.of theuComptroller of the Cu v and Federal Reserve
sttem .
> L

) As of early 1974 neither the Federal Reserve Board nor, the Office of C

the Comptroller of the Currency had received any complaints against

-
- ¢

505. Holbert interview, supra note 491. HUD does, however, oceasionally
Anform regulatory agencies of an isolated mortgage fénance complaint.

. S 210
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“ their regulatees alleging racial, ethnic, oy religious discrimination
506

tn flending for residential purposes. = ° Neither of these agencies

had checked with HUD to determine if any housing Epmpiéints had been

y L

filed against the institutions they regulate. ggithe; of the regulatory .
¢ e . ¢ v

‘agencies had any agreement withyHUD under which HUD would notify them 7

of any complaints of discriminationi Nonetheless, COC's Deputy Chief
Counsel stated that he was under the iﬁpressio; that HUD would auto- ’
matically notify COC if any cqmpiaints‘against\dhtional b;nks were

507 . ¢ ~ -
R kY

filed with HUD. >
B. .Federal Deposit Insurance Corporation

Investigations of complaint§ are nofmally handled by FDIC's regional-
: 508 N

offices with assistance from the Legal Division, Complaints aré,also

,sométimes forwarded to thé Unit of Consumer Affairs in the Division of Bank

Supervision in the central office, which;may then coordindte Fhe<h§nd11ng )

B

of the complaint, If, after reviewing a complaint, the unit f£finds it
worthy of administrative proceedinés, it is sent to the General Counsel for
- 509 T . ) - ‘

.

action, .

7 ,A
506. Telepho;é {nterview with C. Wesfbrook Murphy, Deputy Chief Counsel,
C0C, Mar. 8, 1974; and Ryan interviéw, supra note 436. FRS routinely
contacts the 12 Federal Reserve Banks to inquire if they have received
any fair housing complaints, but up to February 14, 1974, they had.
receiveddtione. .o -

-

.‘ .

507.. 1973 Muzphy 1ﬁterview,‘sugraJnotq‘436. ‘1' :
508. Wedel letter, supra no ' 397. N
509.

0'Nell interview, sugra}&ote 550.
D

-
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Theunit has on file six civil rights complaints dating from 1969
- . 510 & ’
through 1972_ Two of the six°comp1aintsqwere referred directly to v

it by regional offices. One complaint, dated June 7, 1973, was
: “, *
initia{ly lodged with the Texas Department of Banking and was then

7 ® ‘ . : :
forwarded to the unit. Thé complainant, a black, alleged that he .

©

was refused refinancing of some land he owned and stated that he saw no

justifiable reason fox being denied that loan.

-

. . - .
. This complaint was reviewed by  the General Counsel. The General
. - . . ’

Counsel concluded that it was "beyond purview-of this Department to ‘ o

- A 1]

order a State bank to~fund anmy loan application." Moreover, since
§ )

: there was no dwelling on.this land, the Office of Gereral Counsel . o

4 v

determined that this complaint was not within the jurisdiction of Title VIII.

FDIc's view‘of this_complaint was unjustifiably nerroﬁ. Admittggly,

¢

this case demonstrates the fact that no Federa% statute sufficiently pro- .

.

! hibits discrimination in lending. Nonetheless, if the discrimination which was.

\ . N

-

alleged did in fact ogcur, it would have been a violatron of the Constitution.
Further, the Civil Rights Act of 1866 provides that "all citizens of the United
States shall have the same right, in every State and Territory, as, is enjoyed

» -
/ . o
s .

) . ‘-\
' 510. Until January 1974, the unit had not filed these civil rights complaints:
separately from their other complaints. The unit did not trace patterns v

of discrimination which called for affirmative action in any insured banks,

- jndividually or as a whole. This Commission was informed that as of

January 14, 1974, the civil rights complaints would be filed separately. O 'Nell

interview, supranote 450. In October 1974, this Commission was informed that;
The Consumer Affairs Unit has separated the complaints i1
‘received by it from other correspondence irdto a single !
file. However, even under the old filing method the
Consumer Affairs Unit ‘had ready access to specific RN
complaints received by it and also knew ‘both the number )
and, content of the civil rights complaints. Wedel letter, -

- supra note 397. . ‘ 212
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— 511. 42 vy.s.c,, 8 1982 (i?71) Although the language of this act was available .

194 .

-

by white citizens thereof to inherit, puréhase, lease, sell,\hold, and
511 -
3
convey real and personal property." It is 1in the interest

of FDIC to determine whether or not the alleged illegal action occurred,

lnd the Pederal Deposit Insurance Act, which ¢reated the Corporation,
512
provides that drastic measures are available to it if a bank engages -

in "an unsafe or umsound practice." If siich complaints as this are:

generally left uninvestigated,then it is igpossible for FDIC to judge

.

whether barks are engaging in the unsound practice of failing to make
loans to persons solely on the basis of. race. Mbreovér, FDIC should

have informed the complainant of the right to bring a private suit, rather a
.0 . 513
than merely indicating that it could be of no assistance. ’ .

A second complaint %hich demonstrates the laxity of the Corporation -
in arxresting discrimihator{ practices is that of a couple from Columbus,

Ohio, dgted April 23,1973, which alleged raeial discrimination in
5

-
v

home finance. A copy of the couple's complaint was forwarded to the - v

A D

unit by the Housing Opportunity Center of Metropolitan Columbus which

expressed the oéinio? that. the loan was being denied because it was for a home in
L 4 v .

B

for many decades, it was not applied for the fullest protection of the rights
of minorities until Jones v. Alfred H. Mayer Co., 392 U.S, 409 (1968). FDIC
does not concur in this Commission's conclusion that the decision in Jones

V. Mayer may have applicability to this situation. Wedel letter, supra

note 397.-

512, fmIC sanctions are discussed further in Section VI,
. . 98
513. 1In.contrast to the actions taken by FDIC in this case ff
instructed to inform complainants of thelr right to sue in ?ederaf 3 str ct
court and of organizatioms which may assist them in this effort. HUD,
Title VIIT Fleld Operations Handbook (1971) FDIC stated:
...88 8 matter of practice, the Corporation frequently
advises persons “who complain to it of various problems
encountered with insured banks or banks under its direct
*supervision that they seek the advice of private counsel,
’ assuming that the Corporation has no jurisdiction in the
area, However, “in this pgrticular- case we would have

* “ deemed such advice inadvisable since the complainant's
right of action was questionable....Wedel letter, supra '
o . note 397, / .

213
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| ) ,
an area in which no other minorities lived. The complaint which the center

S

Al

forwarded did not include the mame of the bank which had allegedly denied

v -

.the loan, The executive director of the center stated that he had directed

~ the coupie to write to the central office of FDIC in order to provide them

with the name of the bank. No letter to FDIC was foérthcoming, so the name

. of the bank which had aliegedly- discriminated remained unknown to FDIC.
The subj?ct'w'as. therefore dropped-. No followup attempt was made by FDIC
Ii:o céntact the couprle e:ren "though t:he“center had forwarded their address
to FDIC.SI? / ' .

] " .
514. ﬁbxo stated that "The.complainant specifically fequeéted that no action
be taken while the individuals were in. the process 0f obtaining a loan,"
 Wedel 1etc?F, suprd note 397. “g ’ - \
FDIC's failure to. conduct an investigation was répeated in another’ case,
“in which the complainant alleged discrimination by one of two bauks in
" Henryetta, Oklahoma, without speécify.ng’ the name of the bank. The FDIC
has’ supervisional authority over only ope of the two banks, and hence
wrote the complainant to inquire the name of the bank involved. The
cymplaiﬁgnt did not respond to this inquiry so the case was dropped:
Since an investigation of this complaint would have involved the review .,
of 'only one bank, it would have beer appropriate for FDIC to review this

" bank to determine. whether or not itvractices were generally discrimina-
. torY‘. 14 o’ ,

-

v
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Lg'ﬁhird complaint was an, anonymous oné dated October 6, 1972, against a
bank in Fiorida wh%ﬁh is under the jurisdiction of FDIC, The complaint was
a brief, general allegation that the bank makes nosloans to blacks. FDIC
made ro investigation of this cogplaint but merely stated tPat an '
investigation of the gllegaéion was scheduled to take place during the nex; ?

) 515 !
annual examination of the bank, ! )

e . )

)

515. O’Nell intérview, supra note 450. It is uncertain when the annual
examination was scheduled, since' the different regional officeinconduct :
examinations at different times and the date of the last examination in this

.bank)s particular region was not available, Id. In October 1974, FDIC wrote to

this Commission: ‘ .

While we apprec%ate your view that the Corporation should -

take an active stance in following up complaints, given

the' demands placed on our examihation staff, we feel that

it is"not unreasonable to require that a c mplaint be

sufficiently specific.to provide us with\dzggsis on which

to proceed, Notwithstanding the vagueness [this] com~
p plaint, it was investigated at a regular examination in

& late 1972 and no evidenge of racial discrimination in real
estasg lending was discovered. Wedel letter, supra note 397,
s

.
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Another complaint was yeceived by FDIC from a white owner of a mobile /
7 : . B

home park who alleged that a bank had refused to make loans to blacks,fox i}

purchasing his mobile homes although that bar'xk was making such loans to
.U 516 7 C,
whites.  The.complainant -supplied names of persons who had allegedly been R

d?.scriminated against, and these persons were interviewed by the examiner. and

askegisz'o supply proof of the discrimination. The examiner reported that they

wereﬁu‘ﬁable to do so. On the basis of these interviews and the examiner's -
. - \ .
observation ‘that blacks were in the, lobby of the bank, the examinex congluded .
y 517 ! ¢
that -no disc/rimination had taken*place, *
. s/

While FDIC files did not indicate what the examiner would have regarded as’

proof of discrimination, it would appear that he or ‘she should have assumed

.
' —

some responsibility for determining w!*ether the bank had refused to make

loans to applicants because of their race. ‘In fact, FDIC did not review &

thePnk's files to determine whether or not the bank ever received and

referred applications from the minorities named in the complaint or if it had

)
~

made any loans for mobile homes. ) -
4

S

C. ~ Federal Home Loan Bank Board

B

It 1s FHLBB's policy to investigate any complaint of lending

1

discrimination by one of its member institutions if the complaint was not

finitial‘ly' sent to HUD or the Department of Justice. Although the FHLBB

516. The complainant argued that these refusals were hindering him in paying
off a loanr he owed to the same bank,

517. i FDIC stated, "“We understand that the I-‘Bf also igvestigated this matter
and arrived et the same conclusion.” Wedel letter, supra note 397. |

One other complaint of racial' discrimination in-mortgage financing was

lodged on December 30, 1969, with HUD. HUD requested FDIC's' assistance in its
investigation. An FDIC examiner, in conjunction with a HUD investigator, concluded
that there was no racial discrimination. Since incomplete dats were contained

in FDIC's files about the complaint, it was impossible to assess whether the ,
@ tner's decision to close the subject was justifiable. //

o, s 216
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—

has offered assistance to HUD in handling complaints which have initially
- ) o

been lodged with HUD, fHI.BB and HUD do =0t yet ‘exchange information on

~

complaints on a regulur basis, . . .

34

The Federal Home Loan Bank @sard‘has had no standafd procedures for

handling civil rights complaints or any, other complaints which it might -
© 518 .
receive, Until recently, all complaints initially received in the central

office were handled by one of three offices. the Office “of Housing and
Urban Affairs, éhe Office of Examination and Supervision, or the Office. of

" the General Counsel, In 0ctober\l974 the Board .8 internal procedures

-

were clari“d to provide that all disd’imination(inquiries or complaints
. should be referred initially to the 6ffice of Hou ih/&and UrBan Affairs.

A specificcomplaint against a named institution is then forwarded to the

Office of Examinaticn and Supervision and is then generally sent to the

519 N
supervigsory agent at the Federal Home Loan Bank in the region of the
< 520 : .9

instit:ution against which the complaint was filed/ 'l‘he supervisory agent

comunicatesywith the institution twt::ine if it can Justify itr_,s2t

actions or, if not, whether it is willing take covrective action, Tt

o Sometimes the complainant is .also contacted. For example, the
complainant is requireg to provide the name of the institution .

L . ) P
the complaint concerns if she .or he hés not already done so. Hofiever,

there are no established guidelines as to when contacting a-complainant is

4

518. The bulk of complaints re:eived by FHLBB involve allegations of illegal
actions in such matters as setting interest rates or terms for repaymnt

519. A lupervisory agent i# an officer of one of the 12 Féderal Home Loan Banks
who is designated by the Board to act on behalf of the Board and the FSLIC for
< the purpose of handling’ problems which arise in the enforcement of regulations.

520. The supervisory agent would take this step for any comlaint, whether
or not it involved discriminstion, .

EKC»ZI. Plgtt lett’er, supra note 412.

Aruitoxt provided by Eic: [
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522
‘necessary.

- If the'supervisory agent does not receive what she or he considers J

»
- -

a satisfactory justification for.an institiution's ﬁéhavior, or if the
" institutionedoes not voluntarily achieve compliance, an .examiner is sent !

in to make an investigation. The examiner in turn makes a feport tn the

chief examinkr in .the reéional/pffice. The report is sent to Washington

<

_ where a decision on the complaint's status is made.

Most complaints, bowevér,.are §ett1ed in the field without ever having -

-

been brought to the ;ttention of the central office. The examiners are often
not accountable to anyohe for the judgments they make on cgmplaints. Thus,
there is no congistent ovetseeihg of complaints to ensure Ehéq ﬂu;;ame
.. standards of evaluation are being applied by individusl examiners. ?

. - While FHLBB has not found that the absence of more uniform procg@ures
for handliné its complaints creates a problem, this system is inadequate
for degling with civil rights complaints. F;w exaﬁiners have the expertise
to handle fair housing complaints, as is shown by the disposition of the

’ few fair housing éomglaints'FHLBB has réceivedﬂ

522. This contrasts sharply with procedures outlined for HUD staff in HUD's
Title VIII Field gierationsiﬂandboog of March 1971. The Handoook instructs
that both the complainant and the respondent be personglly interviewed.

This applies to complaints made by telephone, in writing, or in person and
to_complaints received by an investigator in the field, The investigator
~is®instructed to obtain further information from the complainant if that

provided by the respondent does not substantiate that provided in the complaint
or in the initial intervdew with the complainant,

523. Examiners must fiie reports on all discrimination complaints

investigated by them. The appropriate chief examiner, supervisory . -
agent, and regional director of the Office of Examination and

Supervision review the findings of fact and conclusions of each such

o~—@port. Platt letter, supra note 412, -
I 218
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Five dibcriminat:ion complaints were brought t:o the attention of
* 524
the“m.BB 8 central office between July 1972 and January 1974. One_

complaint‘v alleging racial and sex discrimination, was from a black woman

- in Arkansas who received a loan for well under the amount for whict. ahe

525 v~
had applied. The association maintained that the house was in an area
. . / .
which was old and deteriorating and that the loan finally made was well

- . 526
“over the vdlue of the homes in the area.
[3

s

i -

R%

524, These complaints, howeyer, cannot be accepted as the total number of
complaints against FHLBB-gsupervised institutions, since complaints received

by the FHLB's ar by FHLEB's regional offices would not necessarily be brought
to the atteniion of the,central offices.

525, ‘The association made the woman 8 loan 'for $22,000 rather than $30,000.

526. The records did not indicate whethér or not the home was in a black

:ighborhood, The association maintains that the value of the houses in

1@ area ranged from $6 000 to $20, 000. . < 19 ‘ ’
. * Ny ) . /

'

_ - A
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. ¢
The director of the regional FHLB asked the chief examiner to
make an investigation. In the course of that investigatiom, the
-‘madager of tthassociat}on,informed the examiner that 20 to 25 '
percent of all loans made by the association were to blacks'

-

- and that 60 percent of all home™tmprovement loans were to blacks.
Although this information should not be taken as the only determinant of
the merits of the complaint in question, the examiner concluded solely on

the. basis of the manager's statements that no discrimination had taken
527 . r'd
place,

‘ A complaint dated June 12, 1972, was sent to FHLBB by three

Congresémen. The central office sent the complaint to the

supervisory agent in the region. The complainant, yho was white,
' : 528

had applied for and been denied a mortgage loan of $30,000,

5é7. Moreover, the examiner never sought,verification of any of the
association's statements, including thgse‘about the value of the
‘house or other homes in the neighborhood. This complaint demon=
strates the need for racial-ethnic and property location data
collection so that examiners wi)l he able to rely on records for
assessing. loan-making policies rather than depend on estimates by
baqk personnel. v

528, The loan was requested for 90 percent of the purchase price of
the house. . . .
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* The complainant alleged that the savings and loan official had .said that

the reason for the denial was that another home in the subdivision had

_been sold to a black, and thus the value of the subdivision would be

3 7

declining. The savings and loan official denfed having made the state-

pent and Stated that. the reason for denying the loan was that the house

< N

‘had a substandard frame and was generally of inferior construction.

- ~

FHIBB staff decided that there was no way to substantiate either
of the two statements and, therefore, took no action. Although there was

clearly no way to verify either the complaina}xt's or the bank official's

st:aitement:, there are a number of things FHLBB could have done to determine °

whether the denial of the loan was justified. For instance, the examiner

could have determined if other loans were being made by the agsociation
‘ ., 529 -

in the.ne:lghborhood, vhether they were to whites or blacks, and what

kind of terms the loans were being made on and on vhat t:yﬁe of property.

The examiner could also have attempted to discover whether

similar loans had been made prior to the black f;m_ily’s moving into

.

-

529, In the absence of racfal and ethnic data, this information mﬁht be
obtained by interviewipg local minority interest groups and residents and
? purchasers of subdivision homes. i

<<l
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-

the meighborhood if, in fact, this had taken place,

Another complaint ‘was: from a black male who had applied for a $20,000

construction loan to build a home in North Carolina, The savings and loan

’

association informed the complainant that before he could file an appli-

cation for the loan, he would have to submit a set of plans and speéifi-

cations for the home. Although the complainant did produce a picture and
531

a floor plan of-the house, these were not considered extensive enough,

e

The complainant was instructed to submit specifications for the home and a

cdnstvuctioﬁ contract with a builder before the appliéation could be filed,

when the complainant provided néw plans for his proposed home, he was again

instructed .to submit specifications and a contract with the builder,

The complainant never filed a written application and the savings and

]

530, -Another complaint which demonstrates the examiners' dependence ~n the
bank personnel's statements rather than objective observations was from
a black who wished to purchase a 30-unit apartment building in a black
" neighborhood for $300,000: The complainant asked for and was denied a
$225,000 loan. He stated. that the building was less than 8 years old and
that the purchase price was $60,000 less than the market value. He also
alleged that it would cost $400,000 to replace the apartment building.
The savings and loan association reported that the building was deterio-
rated. It told the complainant that if he acquired the property and
brought it into good physical condition the association would consider
‘making him a-loan. The complaint files, did not indicate whether the .
examiner had looked at the building or required an appraiser to do so in
order to concur with bank persqnnel's statements regarding deterioration.
531. The asgociation also conducted a credit check on the complainant
which they found troubling. The complainant answered that the
problems which showed up in the credit check were caused by his
son rather than himself. Accordingly, the association wrote to
the complainant-and reportedly intormed him how he could
straighten out his credit report.

o

: _R22
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loan association,cited the complainant's failu

”

as the primary reason for not making.thé loan.
<@ .

o

re to do so
532
It.appears,

however, that the association had come up with so many con-

ditions pending the acceptance of a written application that the
a - .

-

complainant may well have given up hope of obéaining the loan from _

533
the particular association.

[}

532, The FHLBB wrote back to the éomplainant, restating the loan
association's reasons for denial of the loan and inviting a response,
The complainant never wrote back to FHLBB.

533. The complainant may have believed that he could not enter into a
construction contract until the savings and loan association had given

him a promise of financing. According to Federal Home Loan Bank Board
officials, a promise of financing from the asscciation would not be a
requirement for signing a construction contract, as one of the pro-
visions of the contract could provide that the contract is subject to the
buyer's obtaining adequate financing. . .

1
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In addition to the complaints of discrimination FHLBB received
. . 534 '
during fiscal year 1973, it received a number of complaints

alleging omission of a nondiscrimination statement in adverltising.
o ’ 535 '
FHLBB officials, too, had noted such omissions, . FHLBB could not -
: . . N 536 YN !
; state the number.of such violations which were uncovered. " According to -
' B _— 537 -

FHLBB, appfopriate cqrrection;{:, were made in each instance.

-

3,
4

€

534. A complaint which was received by the FHLBB from HUD in Januaty
1973, but which was not cov«arzd by Title VIII of the Civil Rights
Act of 1968, demonstrates initiative by the FHLBB in undertaking an
investigation, The complainant wished to receive refinancing fox a
loan on a small shopping center he owned in a black community in
California. ‘He had attempted to .get financing through his brokex ©
from nine savings and loan associations and some mortgage companies
and commercial banks. The complainant alleged that although he was
denied the loan,.owners of shopping centers in nomolack neighborhoods
had received such loans. Although the loan being soéught -did mot involve’
finsncing a dwelling, the FHLBB ordered an investigation of the
situation, arguing that the denial of the loan could constitute a - .
violation of. the Cjvil Rights Act of 1866. Therefore, an examiner was
sent in and instructed to interview both ‘the complainant and his
broker. It was deemed impractical to interview representatives from
all nine savings and loan institutions, From that point onward, FHLBB's
handling of the complaint was deficieat. Through conyersations with
. the broker, the examinér concluded that all of the broker's inquiries
for lodns had been conducted over the telephone. The ‘broker stated
that most of the replies indicated that the assoclations Were ot .
making commercial ioans or were not making loans in that "particular area."
Further discussion with the broker disclosed that hg had not made further
. attempts °to acquire a loan and that an appraiser had not been’ cAiled"in

to estimate the value of the property. The examiner concluded that
because there was a lack of persistence in adquiring the loan, further . .

action was not warranted, This raises the question Jf how many times .

and in what manner a discriminatory denial of a,loan would have to be medc
* before it would be considered & violation of law by the FHLBB .

’

examiners. Although discriminatory action by banks was _also alleged to ) I

have taken place, FHLBB did not forward the letter ‘to any of the other
regulatory agencies. ? . . .

’ 535, 'Dt;ring that year, several FHLBB officials frequently reviewed newspapers
, looking for mortgage finance advertisements by savings and loan associatioms, '
536, Interview with Robert Warwick, Deputy Director, Office of Housing and
Urban Affairs, and Francis Passarelli, Assistant Deputy Director, Offtice -

an Examination and Supervision, Apr: 4, 1974,

EMC7 Id ' i ) N | SRR ..
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Vi. Sanctions ‘. N

All four Federal financi&l regulatory agencies prefer to use

¢

informal methods to bring about compdiance with laws and regulations'

to whicﬁ their regulatees are subject. For e&ample, FHLBB regional .

- 538
offices send letters °‘to errant instituteons and to the Board's central

office if unsound patterns are discovered- by examiners. Similarly, v

the Federal Reserve System uaéé what it calls "moral suasion '--for

©

example, writing letters to urge banks to correct unsatisfactei; con=-
- ditionsjor practices and holding meetingd with the bank's management.

1f necessary, the FRS will contact the appropriate regional Reserve

4
°

- Bank to tirge it to put pressure on the bank in question. According
539~

"to FRS, this{method.usually proves successful,
o~ ‘\ - ’ -
9 “' 'If voluntary efforts fail, the agencies may invoke more drastic

measures smch as cease and desist orders, termination of a.charter or

N ” .
insurancej removal of directors or officers, or suspension -from the use

.

Paat ¢ ?}-
“
- ° 4 i

538, . These letters are referred to by FHLBB as "comment letters,"
539, ,Ryan interview, supra note 436.
al . 4 .

4 “




of credit facilities, but these stringent methods are rarely used. TFor

I : : 541
example, the Federal Home Loan Bank Board has never terminated a charter.

Since no fair housiﬁg violations have been uncovered by any of the

»

A

e

540, For example, the National Housing Act provides the FSLIC with the .
authority to issue,cease. and desist orders to. FSLIC~insured institutions,
and the FHLBB has similar cease and desist authority with respect to Federal
savings and loan associations under section 5(d) of théHome Owner's
Loan Act of 1933, Section 5(d) also empowers the FHLBB to appoint a
conservator or receiver for ‘a Federal gavings and loan association upon the '
ground, among other things, of willful violation of a cease and desist order
~ which has.become final. The FDIf is authorized by. Section 8(a) of the.
Federal Deposit Insurance Act to tertinate the deposit -insurance of insured
banks which are in violation of applicable laws, The Financial Institution
Advisory Act of 1966 (12 U.S.C, § 1464(d) (1970)) empowers the Federal Reserve
System to issue céaseé and desist orders. - “ e '

4
541, Warwick and Passarelli interviewy supra note 536, 1In 1972 the Federal
Deposit Insurance Corporation issued cease and desist orders to 10 hanks.
" A8 of December 31 of that year the cease and desist orders outstanding
numbered 13. Cease and desist orders were discontinued against two banks.
Foymal written agreements outstanding December 31, 1972, numbered three. During

that same year, five new termination-of deposit insurance proceedings were ini-
tiated: Action.was discontinued against one-bank when it took the pecessary

corrective action., At the end of 1972, action against the remaining four banks

awaited-either the completion of the corrective period and subsequent re= °
examination, or the analysis of the examination report. Most of these
proceedings were initiated against banks which had engaged in risky s
financial transactions. - T .

o
Al
,
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régulatory agencies, these sanctions have never been used againét b

a .. > 542
regulated institutions which fail to comply with .Title YIII.

- ' . ' ) I. } .

] i B ) . . , °
o7
542. The Federal Home Loan Bank Board's regulation has been criticized

by the Center for National Policy Review for its lack of empbasis on
,providing for the use of the sanction of términation of a member- instie
tution's charter as-a penalty for violation of the Board's fair housing
regul.ation. According to FHLBB officials, these cease and Mesist orders
can also be used as sanctions against wssociations in violation of :
Title VIII of the Civil Rights Act of 1968, although the Board's regu- :
lations concerning Title VIII fail to mention the'use of available %
sanctions, Telephone interview with Rebecca Laird, Attorney, Office of

General, Counstl, Fq@eral Home Loan Bank Board, Mar. 8, 1974.. In a recent
lettér to this Commission- FHLBB wrote that 1t~

%oes not repeat the sanctions available to it : '
. to enforce its regulations in each separate e i
° ' tegulation, because the  same sanctions are avail- ° .
" able for enforéing all of its regulations. Platt
‘ letter, supra note“412,

- s/

/
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VII. Social Action Programs
4 r2

A, The Federal Home Loan Bank Board ' s

. T .
During calendar yéar 1972, the Board began assisting savings and
.543 . o . -
lo%n associations in several cities . to establish neighborhood housing

-

service agencies. This effort is modele% after the Neighborhood Housing
‘, 2

Service (NHSj program-begun in Pittsburgﬁ, Pentsylvania, in 1968. The
Pittsbargh program was gesigned to arrest the decline of urban neighbor-

hoods which were in ﬁdéicaiiy good condition but which showed signs-of ’

deterioration. Tt is not a p}ogram‘to fehabilitate\iardcore gﬁettos. R

¢

, v N .
_Three groups-are inqpred*in the program: (1) financial institu=- -

. 4 , » N
tions, principally savings and loan associations; (2) community

" residents of the particular neighborhood; and (3) the local government.,
The . FHLBB's role is primarily to help set up the plan rather than to

. L .
see that it is implgmented. FHLBB reports that it useJ its position

: /
to convene lenders and to encourage their participatigg}}q a8 program which

" makes loans in areas which are not usually considered to qualify b& ordinary
‘ 544 . oo
stdndards. . - o~ , .
’a ~

543, Programs have been initiated in Oakland, Cal., Cincinnati, Ohio,
Dallas, Tex., and Wdshington, D.C. They have been planned for Plain-
field, N.J,, Boston, Mass., and- Jamaica, N.Y. Telephone interview with
Elizabeth Burnett, Support’ Staff Office of Housing and Urban Affairs,
FHLBB, Apr. 26, 1974.

244, Warwick 1nterview, Supra note 438. © )




"In order hat this program not be misconstrued as redlining

by various community groups, the FHLBB has urged savings and loan
. JE—
institutions under its regulation to keep up their usual loan-making

level in other areas as well,\rather than let their participation in

~

- \ -
the program serve as their sole effort to ‘lend 1n a d8clinfhg area. _j -
They are told to .supplement" usual loan-making by the program rather
545 .
than "supplant" it. \

In additlon to participating in the NHS program, the FHLBB has.
implemented a program of assistance to minority-owned or minority- "
controlled savings and loan associations. The Board offers on-the-job

training and technical assistance for employees of these associations.

H
A
-

545. 1d. Under the NHS pragram, a homeowner who 1s interested in re~

habilitating her or his home receives an analysis of the need of rehabiliation
and financing. Those homeowners whom the NHS staff feel would qualify for

a conventional or FHA loan are referred to a participating financial institu-
tion. Those who do not qualify are considered by the NHS loadf cgmmittee, ,
which is controlled by community persons but which also has lender repre-
* sentation, for loans from thehigh-risk. reyolving loan fund, which is °
financed by large private donors. ‘The repayment ternmg are designed to fit
tHe borrower's ability to pay, including'extending the term of-the loan,

" reducing its igzerest rate,or dropping the interest rate-to zero. The ~
program does not preclude new buying in the particular neighborhood.
However, loans made to new home buyerg are ordinarily set at standﬁéjd
involving the usual level of risk. The number of default experienc

the program had encountéred were reported to be encouragingly low. Id. .

. ’,a*

-

¢

¢
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B. Federal Reserve sletam

-

€

Althoughthe Systemhas no social action program of its own, ié\
realizes that it is important that its bank examiners do not inhibit

banks from making loans which are substandard in quality under their
46 -

own social action progr Therefore, it makes exception to- ita

’

financial soundness requirement and endorses the extension of credit
S

for the purpose of providing futids to minority-owned or small

businesses, the financingiof low-income housing, and the funding of

i enterprises whose objectives and purposes,are of a civic or communi£§
nature, It has ur;ed its examiners to report separately all marginal
loans undeﬂ a particular bank's social action program. The examinera .
were informed of the Fege£;1 Reserve Board's view that a bank which 8

. a stated vpolicy of making social action loans should not have tha gro=
gram criticiged if its overall financia1 condition permits the taking

of higher than,normal levelrriak.
\_/ ~

b
-546¢ The FRs does not collect information on which State member banks have
such programs. Telephone interview with John E. Ryan, Supervioorf Bank
Examiner, FRS, Apr. 26, 1974.

A}

TN

-

<30
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C. Federal Deposit Insurahce COrﬁoration

‘On August 11, 1972, FDIC‘Pug into effect the Leew§y Investment
Program,which éas des;gned to encourage banks uader the Corporation's
Supervision to invest in organizations engaged in socially-;igented 735’.
programs. To be ei}gible'for support under the Leeway Investment
Program, an:otgahizatign must have socially de;irable goals which are

commuhity oriented. For example, an organization ehgaéed'gp minority
business enterprises or in financing low-income housing might be assisted
under-the program: FDIC permits .the institutions-it'supervises to take
gre;ter than normal inveéiment risks in their assistance to su¢h organiza=

- ‘ A

- o

tion.s .

The Corporation does not have any statistics available as to how many
baf\kq are making thds kind of investment, “t also does not have any
information on the type of investments being made or their results., Thus,

it has no mechanism to evaluate the Leeway Program,

D)

. |

231 . | :

©
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D. Office of the Comptroller of the Curreﬁcx
COC is' the onlyUFederal financial regulatory agency which,

by law, is instructed ‘to allow mational banks to invest in

community funds or such charitable or philanthropic ogganizaéions T,

. 547
as are judged to be in the bank's interest. COC has issued interpretive

rulings on this law which prescribe that the following conditions must be

o . S ]
met for making such investments: (a) the project must be of a predominantly
. 548
civic, community, or public nature and not merely private or entrepreneurialj,

and (b) the ba%k's investment in any one‘pnoject does not exceed 2 percent

of its capital and surplus and its aggregate investment in any one project
5

does not exceed 5 percent of its capital and surplus.

o

The rulings also state that such investments may'sg charged off
on taxes as a contribution if they axe not paid back..5 If the bankl; -
wishes to Fedhire repayment and thereby carry the investment as a
aéset, the examiners are instructed to treat it as perﬁissible even

though it may be a high-risk loan.
/ . .

. S47. 12 U.S.C. § 24 (1970).

548. Thus, an organization engaged in producing lou=income housing
might qualify. ‘

. 28+
549, Department of the Treasury, Office of the Comptroller of the |
Currency, Comptroller's Manual. for National Banks, Interpretive Rulings,
87.7480 "Investments in Comminify Devélopment Projects" 3-33 (undated).

»
.
- . "

|
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VIII. Organization and Staffing

214

3

In order for the Federal)financial regulatory agencies to have an

. adequaté’fair housing program, each agency would need a full=time fair

housing director assisted by at least two profesgionals,

This staff would

write guidelines for regulated institutions, develop a fair housing manual and

'training program for examiners, review selected examination‘reports with respect

to fair housing, participate in the examination of selected banks and savings

.

and loan associations, and review complaint investigations made by their

agencies, including theirwregional offices, ’

550

»
>

They would also review a

" sample of affirmative fair housing programs maintained by the regulated

551

institutions. Moreover, for the regulatory agencies to operate successful

fair housing units, the directors would need a policymaking role within .the

resprctive agencies. It 18 thus imperative that the director report directly

to the agency head and have rank equal to the gemeral counsel.

550. In the case of the Federal Home Loan Bank Board and the Federal: Reserve

System, this staff would also review on a sample basis any complaints received

by the Federal Home Loan Banks and the Federal Reserve Banks, respectively.

551, While no requirement currently exists for re

affirmative fair housing programs,

See pp. 150-151 supra. -

Ty

233 - -

there is a gr

1ate3 %nstitutions to have

(o]

r such programs,
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In addition, certain examiners should be assigned permanent fair housing

2

responsibilities. These examiners would assist in the fair housing

training and supervision of other examiqers,'so that, as a-rule,a review

of the fair housing.policies and practices of each regulated institution
’ : L ‘552
_ could continue to be incorporated in the regular examination. None of

the regulatory agencies, however, has an adequate fair housing program.

e — —

552. In the case of small banks, however, when a fair housing review
might add proportiomately more time to the time necessary for bank-
examination, the special fair housing examiners might make the fair

housing reviews themselves. .
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A, Federal Home Loan Bank Board

The Board's civil rights efforts are carried o

.

ut.jointly by the _

D;recfor'of the Office .of Fousing and Urban Affairs (OHUA), the staff

. " , .
of the Office of Housing and Urban Affairs, the Legislation Division of

the Office of the General Counsel, and the Office of Examination and

Supervision. "The Director of Hoﬁéing and Urban Af%airs, who is also

.

Director of FSLIC, spendé”approximately 25 percent of his time on civil
’ vrighfs matters. The Deputy Director of OHUA, who is primarily in charge
of civil rights matters in that office, spenés 75 percent of his time in

553

this regard.’ In addition, all saviﬁgs'énd loan examiners also have ¢

fair housing'responsibilities in that they.are expected to administer

the fair housing questionnaire in conjunction with their savings and loan

examfriations. ¢ N
L 4

.

policy positions, assessing the feasibility of collecting racial and ethnic
data, working on the Board's nondiscriminatien guidelines to-clarify its
" regulations in this area, corresponding with complainants, analyzing pro-
blems of discrimination in both lending and employment and more specific
1ssues such as redlining, designing programs to assist minority savings.
and loan associations, and working in conjunction with the Office of General
Counsel 1n developing legal positions. Warwick interview, supra note 438.

—r—

235

. . ' g
553. The, duties of the.Deputy Director include designing and refining FHLBB's

QPP s




B, Federal Reserve System

The Program Director for Banking Structure is the official responsible

£or overall implementation of Federal Reserve System policy under Title

v

VIII of the Civil Rights Act of 1968. Fair housing, however, ‘is but one
_of this person's major duties. The Program Director for Banking Structure

" 554

also holds the pusition of Deputy Director of the Division of Supervision

and Re;ulation. ) o

Due to this official's €hg§ schedule, many fair housing responsibilities
have been unofficially delegated to one of the staff_megbers in thg Division
Af-Supervision and Regulafion: This perso; estima£é8 that he spends 15 to 20
- .percent_ofghis time fulfilling his fair ‘housing role. His duties in this area

1nclude te;ching in Fhé:examiﬁer training school, attending meetings with
persoﬁs'seeking information on the Bo;rd's'faiglhousing program,%fs rEsponding
" to letters from interested organiéhtions, drgéting poster requifements
' for fair lending, and,-prtmarily; working on poséiblé‘imprGVements of the
Bpard'é fair housing program, which tﬁéludés obtaini;g advige from members of

: .556 - .
FRS staff. !

:
]
. 3

-

554, As Deputy Director, this person has responsibility for ‘such matters as
oversight of bank examinatiors and supervision of foreign banking activities,

555, The priméry responsibility of the Program Director is the approval of
applications from banks for chapges in their structure, such as mergers
between banks or the opening and closing of branch offices.

556, Ryan interview,.supra note 436.

: - 236
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~

In addition; all examiners are responsible for including-the fair

housing\questionnaire in their bank examihations. A staff attorney

ES

in the Board's Office of General Counsel.is primarily responsible for .
providlng the legal advife concerning all the Board's proposals to ~

.

further fair housing objectives.

' C, Federal Deposit Inserance Corporation

v

FDIC regional offices and the Office of Bank Supervision carry out

‘such civil tights responsibilities as the agEncy presently acknowledges.
There art no specific fair housing assignments in any of these offices.
¢ Fait housing assignments are made on an ad hoc basis by the Director of
"the Office ofuBank Supervision or by regional direotors. Assistange on
legal issues such as is needed in drafting fair housing requirements is

v

also ad hoc and is provided by the General Counéel.

D, Office of the Comptroller of the Currency .

There are no specific fair housing assignments at COC. .Complaints
regarding fair housing violations would be handled by the Office of

Chief Counsel in the same fashion as any other complaint. The Deputy

-

" Chief Counsel egtimates that he spends about lO percent of his time,

ousing duties. Most of that time has been devoted to'drafting fair'
| . 558
housing requirements, -

X: that COC as a whole averages about one full-time person, on fair .-
h

-

[t

b

-

557. Murphy telephone intervieu,.sugra note 506,

’

558, FDIC responded: : N

+«.8iven the volume of complaints received by this
Corporation, at this tige we find the staffing devoted
to civil rights compliance efforts to be adequate, It
may well be, however, that expanded staff will be indi-

. cated for this,purpose in the future. Wedel letter,
supra note 397,

557

~?

4

®
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Chapter 3
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* YVeterans Administration (VA) ' . .

i , .

,

I. Program and Civil Rikhts Responsibilities ' -

’ The Loan Guaranty Service (IGS) in t?xe Department of Veterans Benefits

. administers t;he prgrams set ui; to assist veterans in buging a tigme. VA
-assutance"is provideé tﬁi‘o;xg'h a guat;ahty or insurance of the v'.etéun's' mort~

i gage5,59 or in rural are_fis wl;ere lgortgage funds are unavaj.la!;le, through a direct
_loan pxjograms.G.O T!le VA program is designed not only t.o assist th}a veteran in
-becoming a hmeowners,ﬂbut to assure that he or she éen;ains ‘one. _The VA

frequently counsels vgi:erans ;n the management of th:}. home, paymenta.-l?-urtt‘ler,., .
- in the event that a lender moves to foreéloae on-a yeteran"a logn, it is not

unusual for the V§ to 1nterv¢?ne and peraufgde the let';det.to delay foreclosure., )
- In carryi'ng out its function to provide housing assistahc; to vef:erana,_ VA

engenders benefits for Suﬂde:s, desieloperg, individual home sellers, appraisers,

Ly -

559. Since its inception in 1944 through June 1974, the VA guaranteed 8,817,238

. loans totaling approximately $106.4 billion. The number of loan applications
received per month varied from region to region. For example, in fiscal yesr 1974
the Los Angeles, Cal., region received on.the average 3,500 applications monthly;
San Francisco, Cal. - 1,800 Waco, Tex. - 1,200; Boston, Mass. - 400; Chicago,
I11. - 700; and New Orleans, Ld. - 500. Attachment to letter from Odell(W.
vaughn, Chief Benefits Director; Vetérans Administration, to John A. Buggs, Staff
Director, U.S, Commissjon on Civil.Rights, Oct. 2%, 1974. i

560. Direct ‘loans comprise a very small part of the VA's overall loan program.
From 1950‘through June 1974, approximately 320,000 direct loans were made.’ - For
* example, the Waco, Texds, VA teglonal office makes 8 to 10 such loans monthly;
the New Orleans, Louisiana, office makes two to three, California and Nevada have
pot had the direct loan program since 1969 because of the availability of private
. lender financing in those States. Id. _

561. VA 'guaranteed loans can be guaranteed for up to 60 percent of the loan amount
or $12,500, whichever is the, lesser. .Seventy-three percent of all loans guaran-

- teed in fiscal year ‘1974 weré-for. 100 percent of the loan amount, i.e., no down-
'paym'ent. " Legislation pending in Congress as of October 1974 would' increase :
maximum guaranty to either $15,000 or $17,500, Id. ) )

* * - '3
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<, .
i » 562

and nanagenent and sa1es real. estate. brokers.
) 563

. apply for VA subdivision feasibility letters,

[

Builders -and deveiopers may

which oan then be used in

obtaining consttuction financing.

In addition, builders and individual

[y

.

: s

sellers may obtain a VA nppraisal at a ;;t’fee to determine tHe maximum loan }
amount that VA willlguarantee, an amount VA considers to be the current ;arket f:
Vslue of their houses?GASince the Loan Guaranty Service ig aiso responsible /
for handlingeghe sale of-properties acquired by the VA through forecl?ggre /

proceedinga, . it offers this business to private real estate brokers

who manage the properties and sell them on the open market,
567 ¢
to administer ‘its housing

The VA is charged by law and Exécutive order

-

. programs for veterans without discrimination on the basis of race, color,
. ]

I J— .
. . - .

+ 562, The VA deals with approximately 3,000 management brokers, 45 000 asles :
. brokers, and 5, 000 fee appraisers annuaily, - : 2
I

-

563. Issuance of a° aubdivision feasibility letter by the VA means that the VA hss

- determined that there is a need for such houaing and. that construction plans are i
feasible, 1In 1ts review, VA examines such ‘matters as the existence of water and |

sever facilities.

The nutbe

letters varies from region t

of applications made each month for feasibility E
E

region.

For example, thé Los Angeles Loan Guaranty

"0f€fice ‘receives: an average of 15 applications per month

i

‘564, VA spppints a roster of qualified appraisers aud regional loan guaranty offices

** designate an sppfoved appraiser to make each appraisal for a set fee. Appraiaers‘
are paid by the perbon requesting the appraissl. Vaughn letter, supra note 559. :
565. The VA acquireh 17,221 propertles in fiscal year 1973. 2

566. VA utilizes thg services' of real estate brokers on a fee'f,asis to manage VA-ﬂ

Such mardagement ,

3

brokers are paid a

acquired properties and iﬂentify and oversee necessary repairs,
Lonthly fee of $10 per assigned property.

The acquired
All real estate brokers in

%

properties are offeted for sale on the open market.

The real estate

T origin," in the lale of ﬁouling assidted or guaranteed through its programs.

the area have an op ortunity to show and sell the properties,
broker who submits the purchase offer accepted by VA for a property receives a
5 percent cmnnissioh. voughn 1etter, supra note 559. . .

567 JTitle VIII of tne Civil Rights Act of 1968 requires the VA to administer its
programo and activities affirmatively to firther fair housing. Execufive Order
11063, issued in 1962, requires the-VA to "take.all action necessary and appro-
priate to prevent dtscriminstion because of race, color, creed, or national

|
| ] .
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. » 568
creedd or national origin, In addition, it is responsible for
.assuring that minority yveterans are given an equal opportunity to
pu?chase homes with VA assistance and that all parties cOncerned with
VA ’housing prograaxs»-builders, developers, home sellers, appraisers,

and brokers--deal with minority buyers on‘a nondiscriminatory basis.

v Sex Discrimination ] \
The VA stated that it did not, 4nd had not‘in the past, made &

dis\‘incfion between male and female veteranssé.xgx its 1egislation and

regulations relating to its housing Program. The' VA maint:ained that in

-

568. In August 1974, Title VIII of t:he Tivil Righcg Act was amended to incled
the prohibition of discrimination based on sex.

o

569. Interview with Edward A. Echols, Director, ‘Loan Guaranty Service, and
leanor Harmon, Leon Cox,-and Bruce Smith of hi -
tion, June 20, 1973. Where the use of pronounsshﬁgaﬁiénvﬁﬁiﬁi';i&mﬁ“““

regulations and .manuals sometimes use masculine pronouns to include the:

feminine gender as well. On April 4, 1974, VA issued a regulation stating

that any VA publication and any connmmication, within the agency, to

beneficiaries, or to the public, must ayoid any appearance of seeming

'to preclude benefits for female veterdns, dependents, or bemeficiaries.

Use of terms such as "his or her' or '"the veteran" was directed-to

avoid ground for misconceptions which might arise from the term "his," .

when in fact both sexes are eligible for the ‘benefits under consideration.

39 Fed:. Reg. 12248 (Apr. 4, 1974). Ag . the spring of 1974, the Loan

Guaranty Service has been rewridng a porcion of its manual (Loan Guaranty

Operations for Regional Qffices, Guaranteed and Insured Loan Processing

-

" Procedures, M 26-1) on’ veteran eligibility in an attempt to implement
‘thil regulation. . -

» .
< ¢ - N\
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the review of applications from'veteranslﬁor guaranteed loans the same, criteria

-

are applied to both males and females, It has never, however, measured the
extent to which field'btation§ provide Enual treatment of .the sexes.

Until July 1973 VA did not require local field stations to include the full
+ . 570 :
amount of the working wife's income - when calculating a veteran's capacity to

571 - .. . .
repay a wortgage loan, This practice meant that some field stations ignored

the wife's income altogether, and others used the wife's income only to offset

regular family expenses such as car or credit payments, The result of this

.policy was that often veterans, many ef whom were minorities, were denied VA
N -

assistance in purchasing a home if they were part of a two-income family;72

In July 1973, a Department of Veterans Benefits Circular was issued

70

' -

~requiring VA field stations to provide for full recognition of the income and

expenses of b th veteran «nd spouse in determining the ability to repay a loan

-

obligation. Not only does this policy aid the ninority veteran who is a member

- . .

570. VA permits veteran's spouses to share in the ownership of homes purchasea with
loans to veterans which have been guaranteed by the VA. VA gtated that:

It should be understood that the Loan Guaranty program is fof
the benefit of '"veterams', not their spouses, parents, etc, The
word "veteran" is defined by law as one who has served a specified
period of time on active guty in the armed forces of the United
States and who was dischan;d under conditions other than dis~ ¢
honorable, In"recognition of the concept that the family unit is
~ the basis for our society, VA permitted, by VAR 4307, acquigition
of a portion of the ownership (title) of the home by the spouse
"of the veterans. Vaughy letter, supra note 559, .

571. From March 1953 until April 1968, VA permitted but did not require a“spouse's
income’ to be taken inté account in determining whether the veteran could be eligible
for a loan when thé veteran's income by itself was not sufficient, In March 1953
VA provided-for consideration of spouses' income but stated that '"No hard and fast
rule" could govern such consideration, Each case was to be considered individually
by the reviewing ‘official, Veterans Administration, Technical Bulletin 135,

March 1953, cited inVaughn letter, supra note 559, In October 1959 Vg>:ncluded
take~home income of spouses in a checklist for field office use in analyzing the
veteran's ability to repay a mortgage, . Veterans Administration, Form 6~6393,

Oct. 1959, cited in Vaughn letter, supra note 559, TO cldrify further VA's policy
with regard to spouses' income, in April 1968 VA "directed that a wife's incom

be considered providing her employment was Stable and could reasonably expected
/to.continua 1n the foreseeable future," Vaughn letter, supra note.559, .7

EKC'Z Department of J)eterans Benefits Circular 26-73 -24, issued by Donald E.'3chnson,
mnwwwﬂlninistrator of Veterans Affairs, July 19, 1973 .

T DA14
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of a two-income_f‘hily, but this policy is an especinlly" tantxgteg

in proﬂiﬁiting dikétiminatiod on the ground of sex, protecting married female

- -

veterans and wives of veterans. If the VA is to assure that its new policy

-

'regirding spouse's income is being carried out, it will bz necessary to mé;sute
- v t G .
the number of mortgage leans which were approved on the busis of both the

husband's and wife's income. In this regard, VA has begua to collect the
' o ) .
necessary data. §one5pe1ess, as .of April 1974, there continued to be a lack
o~ 574 -
. of data on spouse -income in VA loan programs. ‘

s - In any event, the VA needs to extend its policy of nundiscrimination on
o . .
the basis of sex to protect all women applying for VA-guaranteed loans or ¥
' 575

purchasing VA-acquired property./ fo} instance, single women frequently R

’

~,’encounter difficulties in‘seeking to obtain mortgages; often different .tan-

dards are applied to ;pplications of single women than to those of single men,

.
”

and cosigners are .mere often required for single women than’ for single men.

Also( many banks simply refuse to make loans to women, congsidering ‘them to be a

.

573. The relationship between racial-ethnic discrimination and sex discrimination-

is discussed in Chapter 1, Department of Housing and Urban Development, p. <
N Buet . * t ’ 3 .H ’ ~

574. 1In an April 1974 interview, VA staff reported that as of fall 1973, data

on spouses' income, collected on loaw application forms, had been included in

VA's reporting system. As of April 1974, the VA had only 6 months of date ou
spouses' income and stated that it was too early to tell whether field stations
were complying with thé new requirement to treat the spouses' income equally.

The Director of the Loan Guaranty Service pertonaliy reviewed a sample of the
approved application forms on a regular basis and tad not uncovered any instance
in which the spouses' income was not considerec. Interview with Edward A. '
Echols,; Director, Loan Guaranty Service, and Eleanor Harmon, Special Assistant

to the Director; Veterans Administration, Apr. 30, 1974. ’

575. Females constitute 1.9 percent of the eligible veteran popuiation. Vaughn‘
letter, supra noté 559. : , . )

A [N
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576 . 577 _ ‘
poor credit risk.- Single female Veterans need protection against such
disoriminltionlby lenders. ' -

\ v
lt is too eirly to assess the- extent to°which this ﬁolicy is being

'sdhered to bythe regionsl offices. Unfortunately, the attitude of the VA * -

' central office is that it is\not important to monitor adequately’ the actions of :

the regional offices with resntd to sex discriminstion. Although there are

.

- limitations to the effective monitoring which could be accomplished, given VA's

578
present dsts collection system, except for the rELular evaluatiai of approved

loans and of rejected applications, the VA does not have any special mean® by . s

which to geasure the extent to which field statians provide equal treatnént of
. 4 .

\,

" the sexes. \\\\ - ’ Y ) . f 2

The VA's policy prohibiting sex discrimination; while praiseworthy, is
only a beginning. It applies only to VA's field stations. It has not been
imposed by the VA on buildets developers, brokers, lenders, or other psrtici-

* 579
pants in VA's programs, Since thege participants in VA's progrsmsg/rsther

thsn the VA field stations themselvez,/hake the. majority of decisions to

576. Refusal by banks to make loans to women is discussed in Chapter 2, The
Fedcral Financial Regulatory Agencies, Section II B sugra.

v

577. 1In considering the loan application of ligible unmarrted surviving

spouse of a veteran, the widow or widower is ¢ agsified by law as a veteran ‘ '
and as such is treated the same as any veteran. VA reports that if the veteran's

income is determined to be stable, all of it would be}taken ‘Into account.

Vaughn letter, supra note 559. .

578. The VA has no way of knowing about the income and sex of prospective

applicsnta who are discouraged from making a written loan application bx

bank officlals or VA personnel.

579. 1In defense of its position, VA recently stated fthat:

» ...until the passage of P.L. 83-383 on August 22, 1974,

there was no Federal prohibition 8gainst sex discrimi- . .
\\\3ation in transactions relating to housing, consequently 1

A had no statutory mandate nor enforcement authority.

It should also be understood that the VA has no authority B

to force a seller to sell a property to & particular
veteran, tior & lender to make & loan to & parttcular
veteran. Vaughn letter, supra note 559. .

-
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580 : .
1ssue loans; rthis policy probably will not have a far-reacning effect on

"N

.Y

the elimggztion of sex discrimination in VA programs.

71, Organization and Staffing

¢

The VA central office LGS has a small, but dedicated and diiigsp(:/

‘

equal opportunity staff which reports directl} to the Director of the .

~

‘Loan Guaranty Service. (See organization chart on page 227.) This staff
- 581

fias responsibility for formulafing equal opportunity policy. It has .

recently been increased from two to foﬁh.full-time professional employees

- but continues to lack a full-time director with sufficient authority to

. 582
engure execution of VA hpusing,proéedures. .
» Responsibility for implementing.equal opportunity pol‘cy lies wi&h the

¢ ‘

regular program staff in the Loan Guéranty Divisions of the 50 VA regional

[ ‘e . . -

580. For example, VA has set no,requirements or prohibitions on sex disgrimi-

" nation when builders and developers with VA subdivision approval market and
finance properties themselves: In the same sense, if a lender does not
determine that’ a potential borrower is creditworthy, the loan application
most likely will never reach éhe,VA‘for approval or disapproval.

—-581. <The areas in whichfthe equalrbppJ;tunity staff is curré%tly working

. are: minority entrépreneurship opportunities' and counseling -programs;
racial and ethnic data collection, tabulation, and correlation; and compila-
tién of minority media directories. In addition, the staff has deyeloped
a summary of State fair 'housing laws for use by the field offices.

[ R

582. The Director of LGS has overall responsibility for execution of

the VA's’ fair housing program, but because the primary function of this

position is the general administration of VA housing programs, the
,Director continues t> devote no more t han 10 percent of his time to equal
" opportunity dutiés, The Director is responsible for the su ervision, of
" -the program divisiogs in ‘the Loan Guaranty Service, as shown in the organi-

zation chart on page 227 infra. T '

”

/
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/'. 583 o ’

offices, also referred to as field stations, The location of these
. 584
divisions is shown on Se map ‘on page 228. They administer the loan

guaranty and ditect loan programs end handle the sale of properties .
tepossessed by the VA through mortgage foreclosure.
. Bach regional Loan Guaranty Division 18 headed by a Loan Guaranty

585
Officer (LGO) vho is responsible to the- Regional Director for. tl'le

> day-to-d'ay activities of the office, including fair housing. As of
3 .
April 1974, however, there were no full- “or even part=-time eqial opportunity
586 . ) .
staff in any of these field stations. :

v

v

-

583. VA field stations are any VA installation located outsids the

central office. They include regional offices, .hospitals, outpatient
clinics, and insurance centers. °° . ’

584. The Commission's staff visited Loan Guaranty Offices in Waco, Tex.:;
Los ‘Angeles and San Francisco, Cal.; Denver, Colo.; Boston, Mass.;
New Orleans, La.; and Chicago, I1l. ' N

Y
585. In addt tion, the Chief Attorney and the heads of the Adjudication
Division, the Veterans Assistance Division, the Administrative Division,
and the Finance and Data Processing Division all report: to the Directors
of VA regional offices. ) !

586. Echols and Harmon” interview, supra note 574. ' .
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ey 7 . *
The VA central office claims that there are many positioné in the

. s 587
field stations which have significant equal opportunity components.

-

Tkis assertion, however, is overstated. .Ind fact, the field staff

do not app;ar to feel a unique responsibfliéy for the equal opportunity
Pfance of the VA. For example, the Office of the VA Administrater con-
ducted a survey in the spring of 1973 of loan guaranty staff and field
directors vo determine those duties which could be eliminated wittht .
detriment to the loan guaranty program. It appe;rs that the 1LGO's fggponded
_ that they wo;gg recommend reducing thte equal housing opportunity reporting
requirements, which are among the principal equal,opportu#iéy-duties of

these’ staff.

Program staff in Washington also have equaf opbortunity responsibilities.

>89

For example, the Quality and Evaluation Division of the Loan Guaranty Service

. incorporates a review of each field station's execution of fair housing

Eesponsibirities in the review of that statign which is séheduled

every 18 months. It does not, however, conduct reviews devoted

-

e s

587. Response to the Commission's April 1973 questionnaire /hereinafter
referred to as VA response/ contajned in a letter from Donald E. Johnson,
Administrator of Veterans Affairs, Veterans Administration, to Stephen

Horn, Vice Chairman, United States Commission on Civil Rights, June 8, 1973.
These ‘positions include, for example, regional staff responsible for handling
nondiscrimination certifications and for processing discrimination complaints,

588, 1In August 1973, Commission staff asked the Director ‘of the Loan Guaranty
Service for a summary of the recommendations made by the loan guaranty staff
and field directors in this survey. letter from Jeffrey M. Miller, Director,
Office of Federal Civil Rights Evaluation, U.S. Commission on Civil Rights, to
Edward A. Echols, Director, Loan Guaranty Service, Veterans Administration,
Aug. 1, 1973.. The Director of the Loan: Guaranty Service did not indicate what
reccmmendations were made but stated that although 15 of the 60 recomnendations
were -accepted or approved, none of the recommendationg accepted had any ''sub-
stantive impact on equal housing opportunity." Letter from Edward A. Echois,
Director, Loam Guaranty Service, Veterans Administration, to Jéffrey M. Miller,
Director, Office of Federal Civil Rights Evaluation, U.S. Commission on Civil
Rights, Sept. 7,-1973. Injdescribing the identification of nonproductive work,
made by this survey, VA later stated that recommendations were made which
nrelated to the frequency of field station reports on several aspects of our
€qual housihg opportunity program.' Vaughn letter, supra note- 559.

o

Q
C;. This staff consists of six white male professionals.

A ruiToxt provided by ER
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! 590
exclusively iﬁ civil rights operations.

While the VA Loan Guaranty Service depends almost -entirely on

< - é

program persohmel, both in the central office and in the field, to
carry out its equal opportunity responsipilities, as .of April 1976 ®

no specific equal opportunity trainring had ever been given on a formal
. 591
basis to any of the program staff. = This lack of training was clearly

reflected in Commission interviews with VA field station personnel who,
\

were often unfamiliar with the proper procedures for«processing discri-
592
mination complaints, who frequently had no idea how to utilize racial
4 593

prdgr?m data, and who generally had designed no plians for monitoring
the equal opportunity requirements.

s !
A further deficiency is that the loan guaranty divisions of the
. : 594
gegional offices continue to lack minority staff, who would be sensitive

to the. nuances of housing discrimination which they are required to pre-
vent. For example, in fiscal year 1973 the Waco Loan Guaranty Office,

with a total staff of 96; employed three persons of Spanish speaking

Ly

550. The evaluation staff are not accompanied by a member of the Director's
e€qual opportunity staff when they make the field office visits. The
evaluation staff does, however, consult with equal opportunity staff re-
garding possible problems which may exist at -a field station, but such
consultations are carried out on an ad hoc and informal basis.

591, Echols and Harmon interview, supra note 574.

592. The processing of discrimination complaints is discussed further in
Section III B infra.

b ' .
593. Racial-ethnic and sex data collection are discussed further in Section
III C infra.

&

v
»

S94. VA staff stated that;'gg—;f October 1974, no data had been collected
regarding female staff, as to either the proportion of women in all

grade levels or the numbers of women.in upper level ppsitions. Tele=
pHone interview with Bruce Smith, Equal Opportunity Specialist, Loan
Guaranty Service, Veterans Administration “oct. 1, 1974,

ERIC 249 <
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background, of whom two were professione}s, one full=time and one part-tine,

andﬁtwq‘blacks, neither of whom were 1n‘professiona1 positions. The
New Orleans Loan Guaranty Office, with a total of 50 employees, had only 596
two minority employees, both black, and only one of whom was a grofessional.
The Boston office ~had 33 employees, only one of whom was a black and was

in a professional position.

N

595. As aof ‘the 1970 census the Waco Standard MetYOpolitan Statistical Area
" (SMSA) had a total population of 147,533. There were 9,900 persons of
Spanish speaking background (6.7 percent) and 23,799 blacks (16.1 percent)

in thé SMSA, ‘.

596, As of the 1970 cenSus, the New Orleans SMSA had a total population
of 1,045,089 ,including 37,284 persons of Spanish speaking background
- (3.6 percent) and 323 776 blacks® (31.0 percent)

597.: As of the 1970 census, the'Boston SMSA had a total popuiation of -
2,753,750 ,including 35,063 persons of Spanish speaking background
(1 3 percent) and 127, 035 blacka 4.6 percent)

595 .
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I1I, Fair Housing Enforcement Mechanisms
®

A. Certification

VA's certification requirements are one of its principal tools for"
598 :

ensuring-nondiifrimination. Prior to 1972, a certification of non-
599 g

discrimination was required [from builders and developers requesting

subdivision approval and appraisals, from brokers participgting.in the

) - s .
VA-acquired property program, from veterans purdhasing housing under

. 600 .
VA programs, and from purchasers of Va-acquired properties. .

In 1972 VA eliminated the certification required of builders prior

°

" to giving appraisals of new housing and substituted a notice informing

s -

the applicént of the nondiscrimination requirements under law and Executive

L 4

order. In the same year, VA's certification, rednirements were extended
7 Ay
to appraisers, who are now required to certify that their estimates of
601 .
reasonable value have not been influenced by the race,-religion, or

national origin of persons residing on the property or in the.neighborhood.

8. The other ig that of complaint processing. See Section III B infra. °

599. A certification is a written promise that the signer will not discriminate
An the sale of .housing covered by the certification. Any violation of the
certifications, that is, proof that the signer did irdeed discriminate in the
sale of the housing, could result in the impositioa of sanctions by tie VA,
including refusal to appraise future properties.

600. Veterans and purchasers of VA-mcquired properties are~xequired to certify
that they will not discriminate in the resale of the properties they purchase.

¢
601. The certificate of reasonable value is a formal statement of the value
of a property, based on gpVA appraisal report.

251 ‘j
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, All lenders in thé& loan gdarénty program are on continuing notice
" via the Lender's Handbook that, should they discriminate on the basis of

race, color, religion or national origin, they may be suspepded from
) 602

%

further paxficipation in the VA program. Nonethelesd, there exists
: . ‘ ' 603 -
increasing evidence of disgcrimination in mortgage financing, and

“ . - -

.as of April 1974, t?e“VA sti11 did not require an assurance of nondis-"

< - 604

crimination from the lenders with which it deals. " Unless VA uses

1ts leverage and refuses to take its business to banks which do not have ‘

-
~

affirfigtive lending plocédures, it will continue to be a passive party to '

~ .

. discrimination in dbrtgage lending.
- )
The most serious deficiency in.VA's compliance program is its failure
¥ - ) . r- ,
.to monitor the certifications it requires. As of April 1974, the central .

b4

office had not ébmpélled such monftofiﬁg, and\none of the field‘statioﬁs

visited had taken it upon themselves to determine if VA's nondiscrimination

requirementé wére being followed.

PR it

. ’ . g
1602, Vaughn égpter; supra note 559.

603, See U.S. Commission on Civil Riggtsi.Mortgage onevf.Whgcg%tsjggg, A Case
9

- Study in Mortgége Lending Discrimination in Hartford, Connect
,1974, This problem is also discussed by N,A, Searing in "Discrimination

in Home ‘Finance," 48 Notre Dame Lasw 1113 (1973)., See™alsé: Statement of William.
L. Taylor, Director, Center for Natiomal- Policy Review, Catholic University,
Washington, D.C. on Discrimination in Mortgage Finance before Congressional
Black Caucus Hearings on Government Lawlessness, June 26, 1972; Helena.
Richardson, Consultant Report: Discrimination in Housing, Int., December
1971; Survey on Racial Discrimination in Mortgage Financing of Minority
Real Esbate~Brokers in the United States, a survey performed by the
National Associatiocn of Real Estate Brokers under a contract with the
U.S. Department of Housing and Urban Development, May 1971. Competition
ari

Wmmmmmwmm,
“antitrust and Monopol “of the Senate Comm. on the Judiciary, 924 Cong.,
. Sess,, .(hearings held in Boston, Mass., Sept. 13-15, 1971).

604. Echols, akd Harmon intcrview, supra note 574.

~ 252

Y

IToxt Provided by ERI




" The rationale for failure to monitor certification requirements :
g 605
‘varies from field station to field station. For example, in Chicago,
606 : . 607

-

Waco, and New Orleans - the 1G0's relied.on the abSence of complaints

“

608 609 -
.as an indication of compliance. The San Francisco © .field station . L

.maintained that*nO'monitoring of ertifications was ‘done becguge of the

iarge number of.certificstions that it received. The Boston1 7eu]

supported his inaction by "the absence of central office requirements. -
Nonetheiess, the responsibility for administering certification

requirements of necessity entails followup to ensure compliance. ’

~ Therefore, the field stations cannot be exonerated for their lack of-
611

. monitoring by the absence of a Washington directive. As of April

-

<1974, the LGS was planning a demonstration project to monitor the. activities

N - ~ ~ S

of sellers and’brokers‘in selected locations. LGS staff hope that this

. o~
S

605. Interview with Harry Leth, Loan Guaranty Officer, VA Regional Ofﬁice,
Chicago, I11., in Chicago, May 14, 1973.

606. Interview with William-Miller, Loan Guaranty Officer, VA Regional
Ooffice, Waco, Tex., in Waco, Jan. 31, 1973.

]
607. Interview with Paul Griener, Loan Guaranty Officer, VA Regional
Office, New Orleans, La., in New Orleans, Feb. 6, 1973. -

608. 'See note 624 1nfra, for a discussion concerning the unreliabi}ity .
of using the absence of complaints as an index of nondiscriminatiov.

609. Interview with Norton W. Beachel, Loan Guaranty Officer, VA Regional
Office, San Francisco, Cal., in San Francisco, March'20, 1973.

610. Interview with J.A., Miller, Loan Guaranty Officer, VA Regional
Officé, Boston, Mass., in Boston, Oct. 26, 1°73,

611. Such a directive, however, would be beneficial by indicating that, the
central office places great importance on this activity. It could also

¢ be used to standardize the types of reviews which field stations would
conduct.

EKC . 2533
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| .

demonstration project will be in operation by the end of fiscal
612 \ . . .
‘year 1974, If it is successful, the LGS proposed to install a ‘ " '
\ .

-

monitoring program across the Nation éﬁripg fiscal'year 1975. The

Loan Guaranty Service has réceived the necessary apﬁrovaf from the °
. region to install this demonstration project, but it has mot received
- , 613 - )
* VA approval for the funding. ’
P ) -

.8

- JI -
Joint HUD-VA Nondiscrimination Certificates

-

-In March 1973, in conjunction with the Depariment of Housing and -
: 614 , .
Urban Development (HUD), broker certifications were expanded from a

siggle agsurance of nondiecrimination, so that any broker participating
in the sale or management of HUD- or VArgwned,propérties must promise
that neither they nor anyone authorized to act fog,them'will act in

N :
612. Echols and Harmon interview, Supra note 574.

613. ;g,’ As a result, the staff could not provide more details on
where or how the demonstration project will be effected. s

.

614. The VA made the decision to require affirmative marketing by brokers
in conjunction with HUD. The two agencies believe they ought to follow
nearly identical procedures in handling their acquired properties. Also,
since they deal, in many instances, with the same brokers, it would be
most effective if the two agencies adopted the new requirement at the .
same time.

<34
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L

.

violation of tha;fair housing ‘provision of the Civil Rights Act

of 1968 or Executive Order 110@3: The brokers. must further agree

that their staffs will be ing%gucted in policies of nondiscriminﬁtion,
. . o ) - J
- ‘that’ the fair housing ppster  will be'prominently displayed and.the
. : o 616 R
5 . .
eqpal housing opportun}ty'logotype ,will be used dn all
¥ \ R ¢ ~

‘. .
/d7;dvertising the

’

" advertising, that minority media will be utilized vh
R “ . - . .

| . ) ) . .
sale 3£ any propertieg, “and that a nondiscriminatory hiring policy
will be maintained. JF;nally,‘thé brokers agree tﬁat'nqnéomplianééi

by them or their organizations will be proper basis for bprriag fhem_

from VA and HUD programs. N .. ——

VA and HUD sent separate lettérq to brokers to iqplement this joini
agreement. On June 1, 1973, the YA figld stations sgnt-le?térs to all
management and sales brokers on their rosters informing thé brokers that .
theyrare noﬁ required to carry out these affirmstive f;it housing market-

ing éraccic35ufor all their listings, inclhding new VA listings. The

Y
Y

[

615. The new VA fair housing posters, which are printed in both Spanish

and English, are similar to the HUD fair housing posters, and publicize
the prohibitions.of Title VIII.

616. The equal housing opportunity logotype is an often used trademark
symbolizing nondiscriminatory housing practices by the displayer .
thereof. It is reproduced in Chapter 1, Department of Housing and

Urban Development, p. 82 supra,

N
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s . v
brokers were instructed to sign certification forms and return them

.

to thé VA field.stations by July 2, 1973, or their names would be
removed from the VA  roster and they.éould no longer be eligible to
mahage or. sell VA-owned properties.ﬁ17 This .step is.éy far the most
y .positive action the VA has taken to fulfill its obligatioﬂ to administer
. its projrams so as to fprtber the purposes of the Fair Housing Act.
VA instructions ;legrly state that these cerfificaéion requirements
' apply to ail liétings'of a broker, not just VA- or HUD-oVned propert:}f,.l8
Thus the VA has broadly acknowledged its Title VIII responsibility to
;dminister its programs and activitie; relating to hsusing a?fitmatively
to further fair housing throughout the United States. HUD; on the other

. - i . R £
hand, has interpreted its responsibilities more narrowly and issued

instruétions réferring 6n1y to HUD-owned properties.’

had preceded the VA in its announcement of the new policy and made

a \ the requirement of the Federal Housing Administration (FHA)-acquired

.

N

o ! . § . .
617. 1In contrast, HUD indicated that it will only remove from its roster
all brokers who refuse to sign the certification. It has not made pro-.
vision for refusing all sales offers from such brokers. Echols letter,

. supra note. 588, - ) - !

. - . . . -
618. Letter from VA Loan Guaranty Officers to management and sales brokers,
June 1, 1973. o

619. The.Federal Housing Administration's unsubsidized housing programs are
. gimilar to those of VA. 1It, too, provides mortgage insurance and disposes
. of properties acquired through foreclosures. FHA was created as an ifde-
pedent agency in 1934 to stimulate the private housing and the home finance
*market through the insurance of mortgages made by private lenders. In 1970,
. FHA was made a constituent agency of the Department of Housing and Urban -
Development. . X - . |

IToxt Provided by ERI
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' ’ l 7
' properties program effective as of April 1973. However, when the VA
Linstitutéd the requirement in June 1973, its staff oere dismayed to
learn that in many localities the announced new HUD rednirement had"

never been implemented‘ Instead of contacting brokers who had

already adjusted to an affirmative marketing requirement imposed by

HUD, VA found itself on the front lines confronting the brokers with a

unique and stringent requirement for the first time. To componnd VA'B.

problems, field offices began reporting that only‘a small g;gcentage of .

brokers were signing and returning the new certifications. .
Although this new'certification could be of far-reaching consequence,

VA has failed to ensure that all of its participating management and

sales brokers sign the ceetification requirements. As of April 1974

VA continued to allow brokers who had not signed certifications to sell

VA-owned properties. 1In fact, VA stated that:

Until the HUD program is fully and uniformly implemented,
and the operating procedures of the two agencies are
balanced, VA has not and will not take any sanctions

against brokers. 621 (

D e ——

620. The percentage of management and sales brokers who returned the joint
HUD-VA nondiscrimination certificates to VA varied from a high of 52
percent for the Denver, Colo., region to a low of 32 percent for the
Chicago, Itl. region. The remaining eight regions had the following,
_percentages: Seattle, Wash.-~48 percent; Dallas, Tex.a-éé percent;

Kansas City, Kan.--40 percent; New York, N.Y.--37 percent; San

Francisco, Cal. =--36 peréent Atlanta, Ga.--36 percent; Boston, Mass.--35
percent; and Philadelphia, Pa.--34 percent. The VA reported ihese data

by HUD regions, the standard Federal regions (see map on page 22) because
they concern the joint HUD-VA agreement.

621. Echols 1etter, supra note 588, N

257 .. | / '

)




_not been filled. For VA to delay its actions until full and uniform

(

" , : 239

. Clearly, the prqmise_of this new certification requirement has
. \ . =
implementérion of the program by HUD may be tantamount to permanently

:abandoning this new requirement.

B. Complaints 3

The VA has a responsiblity to investigate discrimination cdmplaints R .
"under its owh programs. ThisAinéludes complaint§ not only from veterans'
attempting t; purchase housing or secure mortgage financing bug also
krom any peréon who believes he or she has been discriminated aga;nét
by a builde;.‘developer, individual seller, appraiser, mﬁnaéement and
sales real estate broker, or lender’benefiting from-a VA program.
As of midr1973..VA continued to reiy heavily on the'complain£s°it

received ;s aﬁgauge for measuring nondiscriminatig; in its programs.

‘Since-the Loan Guaranty Service received only 14 complaints of discrimi- \}
622 v
nation during fiscal year 1973, it suggested that this small number of

, . 623
complaints may be due to a lack of discrimination under’its programs.

622.- Most VA field stations have not received complaints of discrimination
in recent years and, in fact, many 1GO's do not recall that any such com-
plaints. were ever received, as, for example, in the Waco, Tex., and New
Orleans, lLa., field stations. William Miller interview, supra note 606 and
Griener interview, supra note 607. ' ' N

623. Echols interviéw, supra note 569, William Miller interview, supra note 606
and Griener interview, supra note 607. '
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This assertion is unfounded There 1s widespread agreement that few
! 3 . 624 .
victims of discrimination ever file. compiaints. % The number of com-

plaints received does not often bear any relationship to discrimination\\‘/

\{
that may be occurring. Therefoie, the processing of complaints is
not-sn'adequate-enforcement mechanism to be substituted for conduct- .

ing'cinil’rights reviews of the activities of builders, developers,

-

lenders, appraisers, and brokers.

One reason the VA receives so few complaints is because of the relative
anonymity of'its fair housing effort. The regional Loan Guaranty Offices
visited by Commission staif have made little effort to publicize that the
complaints filed will be ihg&g;igated and resolved Until 1973, VA relied
entirely on thesexistence of general pamphlets describing its housing

benefits to inform'minority veterans of their riéht to complain of -

<

disc:imination while attempting td utilize VA housing assistancei, However,

since the fall of 1973 field stations haye also been displaying the VA

‘A

.

fair housing poster which informs persons of their j;§ht to complain to

»

624. Procedures for processing complaints may be lengthy, inadequate, or
even nonexistent. Hence, grievances about the operation of a program

may never be translated into formal complaints which are seen.by Federal
program officials. Victims of discrimination’may choose not to file a
complaint because of reluctance to become involved in the complaint ™~
process or becafise of skepticism about the outcome. In the absencé of
knowledge about available benefits and in the absence of, knowledge of .°*
their own eligibility for them, manv potential beneficiaries may not

even realize that discrimination has occurred. For a further discussion
3f this point, see U.S. Commission on Civil Rights, To Know or Not ‘to Khoﬁ’
Collection and Use of Racial and Ethnic Data in:Federal _Assistance Programs
(1§7

-~




VA field s ations in the event of housing discrimination in a VA
' 625 -~ .
program: e . , . . .

The. service which the VA provides in investigating and resolving

complaints is so little known that it is entirely possihle that a
626
complainant might direct his or her grievance to HUD rather than VA,

The VA, lowever, has greater 1everage for resolving discrimination
complaints in its own programs than\does HUD under Title VIII of the
Civil Rights Act of 1968. When, as a result of a complaint of dis-

crimlnation in housing or mortgage finance’ against a participant in &
a VA program, it has been determined that discrimination has occurred,
e 627
:VA_has,a fair record of providing relief for the complainant. Further,
if the VA finds diserimination in the handling of its acquired property,
. or in the sale of housing in a VA-approved subdivision, Fxecutive Order
. e . L . (
_11063 provides VA with the authority to terminate the offending builder
PR

~.
- -

&
-
- x N

625. The posters (see note 615 supra) also indicate that complaints of
- any other housing discrimination shou1d be directed'to HUD. .
, v
626. Under Title VIII HUD has general reSponsibility far investigating
complaints of discr1mination in housing on the ‘grounds of’race, color,
and national origin. In 1971, HUD began a' mass media fdair housing
advertising cauwpaign announcing this ¥unction. The ¢ampaign ¢reated

a large increase in the number of complaints received by the
Department. . ¢

[R3

627. For example, the Los Angeles VA field bfficé has received 3 compliants

of discrimination since 1962. -All three ‘complaints came from black
veterans and were investigated by the field office. ¥ In ‘two cases,
through conciliation, the VA.was hbla to persuade the respondents

to sell the houses in question tojthe complainants. (In the third case
the VA stated that it found no discrimination, since the complainant
did not have the income necessary for the monthii mortgage payments.)
Interview with Gene Y. Jarnagin, Loan Guaranty Officer, VA Regional
OFFice, Los Angeles, Cal., in Los Angelesg, Mar. 26, 1973.

EKC L - 250
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or broker's participation in VA programs. If HUD receives an identiéal

complaint regarding a VA subdivision or acquired property, Title VIII

of the Civil Rights Act of 1968 only gives HUD "authority to investigate
628 . ,
and conciliate the complaint. HUD has no sanction3 to apply in the
629 ’
event of an unsuccessful conciliation.

Conséquently, it is important that HUD and VA érrange to handle
such discrimination complaints jointly so that all available Federal
1e6erage can be applied to prevent housing digcrimination under govern-

ment programs. As of April 1974, VA has had little coordination with
HUD on complaint handling, and there was no written agreenient concerning
630 . . C : ¢

'interagency complaint coordination, - g

: C Tm—

628u¢,ﬁUD‘Hoes ha%e‘the authority to terminate. offending pérqicipanﬁs
In its own program under both Executive Order 11063 and Titlé VI of: the .
Civil Rights Act of 1964. ¢ '

629. 1In the_event of an unsuccessful conciliation, HUD can
. 'refer the tcase to the Department of Justice for prosecution.

"630. VA staff state that if HUD gets a complaint which obviously involves
. é'vm;program, it will send that complaint to VA; for example, if the come=
. plainant *had reéeived a VA loan. In some cases, however, it is not
eyident'qhethgr a-VA program is involved., 1In this case, HUD. may do
research to ascertain whether or not a VA loan. has been made and, if so,
tEe complaint would then be sent to VA. VA staff stated that they would
not get.complaints concerning VA-approved subdivisions unless the VA
approval of_thg,subdivision was mentioned in the complaint. If,
however, a complaint unrelated to fair housing concerned technical
aspects of VA's approval of the ‘'subdivision, such as the water-sewer
facilities. of the subdivision, HUD would send this type of complaint
to'the VA. VA staff stated that they were satisfied that HUD was
appropriately sending complaints to{VA. Echols and Harmon interview,
‘supra note 574. '

[y
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kg
If the VA takes the appropriate steps to publicize 1its compleint-'
handling responsibilities and to bécome informed of complaints filed

with HUD against its program participanté, it must also take steps to

_improve its procedures for complaint investigation and resolution. In

fiscal year 1973, VA field offices generaHy were found to be unaware of

"VA instructions on how to handle discrimination complaints which come

-

directly to their offices.

~

¢
-

According to the.centrél offices VA field offices are to handle
discrimination complaints in'accordance with a circular dated February
1968 (DVB Circular 26-68-7). Thisg circular, prepared before there

were any full-time equal opportunity "staff in the central office, requires

'field offices to forward copies of complaints to the Assidtant Director

. 631
for Lloan Policy, followed by an interim report in ‘30 days and finallf

_r-’

- 632
by a report of the closed case.

.

Each field office visited however, handled complaint processing and

investigation in a different manner. The Loan Guaranty Officer in Boeton

© 633

stated that he osed a 1962 directive in processing discrimination complaints. .

631. Seé organization chart on'p. 227 s ugra. ThelAssistant Director of Loan
Policy heads the Loan Policy Divmsion which sets credit standards.

632, The implementing procedures to be followed by the field office in
investigdting and ¢onciliating cdmplaints of discrimination were first
outlined by VA in March 1963.° Veterans Administration, Interim Issue
26=63=4, Mar, 8, 1963, These procedures were incorporated into VA's

Manual in November 1965. The procedures listed in the Manual were amended
in 1968. Veterans Administration, DVB Circular 26-68-7, Feb. 2, 1968. -

The procedures are outdated as they make no reference to the present full- -
time equal opportunity staff employed in the VA central office. )

633. J.A. Miller interview, supra note 610.

- . - ' _ . 262
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This directive, in fact, does not deal with complaint investigatioms, but

rather with unfair contractual and marketing practices, In Denver, the LGO__ .

used still another procedure for hahdling complaints, appointing a committee

from his staff to-invéstigate and resolve them. He cited a 1955 processing

. 634 }
manual, updated in 1965, for his instructions. In neither the Waco nor the

New Orleans office could the LGO's specifically describe VA regulations

. <. 635
for handling.complaint investigations and resolutions. The Jew

Orleans LGO believed that he would be personally responsiblé for investi- _

gating and resolving complain;s, but since he had never handled one, he
- 636 - . -

- ~

was:not aware of the existence of formal procedures.
v N\ . ~
~ ,C. Racial and Ethnic Data. Collection )

The VA hés been keeping racial an& ethnic.data in its acquired pfbperty
637

! prograh since.the fall of 1968. Thege include data on the prope%ty

~

locations and the race and ethnic érigin of purchasers. The data reveal
.

‘that while minority sales participation is generally high, it is often on a

-

-
-

— ° . ’

4

634, Interview with Rex Johnson, Loan Guaranty Officer, VA Regionél_
Office,” Denver,” Col,, tn Denver, Oct, 26, 1972,

635. William Miller ihterview, supra' note 606, and Griener interview, Supra
note 607. ,

636. Griener interview, supra note 607.

637. Data are'maintained separately for the following categories: White,
Negro, Spanish American, Oriental, American Indian, and Other.

F3
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638 "
segregated basis. For example, 64 percent of white purchasers but ,

only 5 percent of black purchasers bought homes in white neighborhoods

during calendar year 1972. And nearly 48 pegcent of all black buyers
639 .
purchased "homes in all-minority neighborhoods. Although 72.4 percent

of persons of Spanisﬁ speaking background purchased housg in integrated
’ ’ . e - 640
. neighborhoods, only 17.5 percent purchased homes in white nefghborhoods,

‘The VA indicates that the reason for thesée segreéated,buying patteras
.. .. e - 641
is the difficulty in getting minority families, "particularly Negroes,"

o

to reside in white neighborhoodé, This érgument is singularly unconvincing.

Until- real estate-brokers throughout the‘country.éractice 7fE;rmative marketing

of all property they list, little progress can be made in ending residential

_segregation. As of April 1974, VA'had not enforced its broker nondis- .“\
crimination réquirements or periodicqlly reviewed the practices.of the

~ .
638. A comparision of VA's figures for calendar year 197 an% 1970 cegsus a
data show that 28.9 percent of the accepted offers were from lacks, who

comprise 11l.1 percent of the populaﬁion; and 6.7 percent of the offers were

from persons of Spanish origin, who comprise 4.5 vpercent of the population.
On the other hand, only 0.2 percent of the dffers were from Native Americans,

who comprise 0.4 percent of the population, and only 0.2 bercent of the
oifers were from Asian Americans, who comprise 0.7 percent of the population.

639. VA response, supra note 587. Asian Americans and the reminder of black
purchasers bought homes in integrated neighborboods, An integrate neighbor-

hood is defined by VA as "a street between intersections where the occupants
on both sides of the street include whites and omne.or more winority families,"
" VA response to Commissiori's July 1972 questionnaire, July 28, 1972.-

640. VA response, supra note 587. The remainder of BerSOns of Spanish speaking
. background purchased homes in neighborhoods with no white vesidents.

641, 1d.

- ] . . |98 '\
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- . . e
brokers selling its acquired properties to ensure that the brokers'
operations further the purposes of Title VIII. i .

In 1971, VA begaa'collecting data on the race and ethni¢ origin of
applicants for guaranteed and direct'loans?é3‘ In 1973 VA also began R _
to collect property location data for these loans; data to reyeal whether
veterans are purchasing homes with VA assistance on a segregated or in- ‘
tegrated basis. . ' . ~

In 1974, the'VA central office expandeé its data system 'so that the
VA would be able to identify monthly trends in minority participation
in VA's acquirgd property, loan guaranty, and direct loan programs. This
system will e;able VA to correlate race and ethnic characteristics with
such ‘'other factors as downpayment size, time lapse between application
and loan approval and di screpancies in prices pald by minority and white

¢ -

noonminority buyers. Moreover, it wi11 include raé¢ial and ethnic data not

only on parti:ipaqts but also on applicants and/or persons.eligible to

. participate in these pregrams; Thus, the VA'will be able to determine the

-

Y

642. Echols and Harmon interview, supra nate 574,

643. During the first half of fiscal year 1972, 99 percent of all applications
for VA home loan guaranties reported the race or ethnic origin of the appiicanc,
Reporting by field stations on direct loans, however, apparently has been in-
complete; VA reported in October 1974 that "an effort to eliminate incomplete
reporting on race and ethnicity of veteran buyers led to the issuance of DVB~
Circular 26-74-9 directing field stations to collect /racial and ethnic / data
on all direct loans." Vgughn letter, ®upra note 559.

-
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relative rates of participation in its programs by various racial and
/ s . )

ethitic groups. Such a system, when fully implemented, will represent

a significant improvement in VA's use of the data it collects. As of

- . !
April 1974, the system was in partial operation and the target date f6r

. 644 .
full operation was Jyly 1974. At that time, also, the first usable
. : ..

results_frem the improved data system will be available.

There are, however, some weaknesses reura:l:ning in VA's collection

° -

of data on its loan programs. One is that VA ’doeé not plart to cross-
tabulate its racial and ethnic data by sex.645 Given the impoftance-of
sex d:lsqﬂ;ninat:lon and its inclusion in much recent legislation and pro-
po'se-d legisiation, 14:1uding discrimination in credit and mortgage,

financing, comput:.ing data by sex 1s becoming increasingly more crucial.

-~

‘ However, computing- sex data separately from racial and ethnic: data does not
represent the total picture ,‘especially in the cese of minority women. Only
by cross'-tabulati;xg data on race and sex will the most complete information
be made available, thus sgiowing the e:ffect of sex d.iscrimination and of

sex-plus-race discyimination, in ordey to address 'e_ffect;vely the’ problems
646 ’ ?
encountered by minority women.

644. As of October 1974, the targeé date had been reset to January 1975.
Vaughn letter, supra note 559, - .-

, .
645. Echols and Harmon interview, supra note 574. '

646. For example, .a black female who is part of a two-income family or ¥ho
is the head of household 18 at a distinct disadvantage in that she may
be doubly discriminated against becagse of both her race and her sex.

i 0T 266
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Aﬂditionally, because VA's affirmative marketing regulations
. 6[’7 \\___/\/
+  have not yet been finalized, data are still unavailable for inddvidual

subdivisions. Thus, VA 1s not able to uncover problems with respect to

individual builders and developers:

Finally, although the ﬁA’s collection of racial and ethnic data on purchases

made with the aid of VA loans is generally impressive, its use of these data

’ .y * N ] >
4{s wanting. The central office itself has made insufficient use of the data
it collects and analyzes. When the data reveal apparent inequities, the

primary action takeé is investigation of the activities of the field

: ’ . 648
-station in question in conjunction with the routinely scheduled evaluation

of ‘that office, - %

The field stations Lave a;sumed only a minor role in‘using these data.
Acquired property data are hénd-taﬁi&atéd in the-field stations- and sent
directly .to. Washington without analysis by fieldhpefsonnel. R;; data from
the loan guaranty  applications are sent by thé field stations to VA's
data processing cqnflf, which in turn forwards the tabulations to the

" central offic;. Again, no field analysis is made. |
°N6ne of the field §tations reviewed showed any inclination to use .

~

the data as a basis for investigation of the operation of their
P N

647. These pfoposed regulations are discussed further in Section IV A.
infra.

648. The regularlg schéduled reviews are disqussed further in Section
II supra. . . - .

A




ﬁrograms, or as a means for measuring their own progress in increasing

L4
minority participation in VA housing programs. Further, field statioms

have been provided with no instructions as to the use of racial-ethnic
v .

data to which thev presently have. access. . ’

In April 1974, the Washington office staff stated that’they provided

]

no “feedback to the field stations on the data collected in any of its \\\
649

programs. In fact, VA .staff stated that they were uncertain if any

feedback was needed until the results from the expanded data syétem L
: 650 :
were ‘available in July. Th*s argument overlooks the fact that VA has

been collecting‘some racial and ethnic data for many years and that these
data have urncovered fair Hbusing problemg51 On the basis of past experi-
ence, therefore, VA should plan on a regular basis to inform field stations
of the results of its data collecﬁion efforts.

— S

649. Echols and Harmon interview, supra note 574. In April 1974, Lgan
Guaranty staff were in the process of developing a system to identify
.monthly trends in VA programs but stated that it was too early to tell
total trends at that point. Id. More recently VA noted that it has
.advised field stitions of a ccmparison between their minority participation
levels and the minority group representation within their areas of juris-
‘diction. Vaughn letter, supra note 559.

N\
650. Echols and Hatmon inberview, supra note 574..
651. For example, thJ VA knows that minority sales partﬁipation in -

its acquired property program is often on a segregated basis. See
- p. 244-45 supra. -

’
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IV, Fair HOuéing>Program Requirements

A. New Hous;~g—-Affirmative Marketing

652
On August 25, 1972, the VA published a notice of proposed regulations
to institute an affirmative fair housing marketing program similar to that
653
already instituted by HUD in February 1972 and by the Farmer's Home

654
Administration (FmHA) of the Department of Agriculture in December 1972. The

.

broposed affirmative marketing regulations require new VA-approved subi .

~

divisions and. new VA-appraised housing to be marketed to all prospective -

L4

., buyers in the community, including minority residents. Affirmative marketing

would be assured through submission of a marketing plan by the individual .

’ 655
developer or builder to the VA. Approval nf the plan would be a necessary
. ¢ -

prereqﬁisite to receiving VA approval or appraisals.

The greatest weakness of these requirements is that they do not extend
656
to housing in subdivisions which have already received VA approval.

652. 37 Fed. Reg. 17217 (Aug. 25, 1972). ‘
&
653. 24 C.F.R. 8 200.600 et. seq. (1973).
seq 2

654. 7 C.F.R. 8 1822.381 et seq. (1972) The FmHA regulations are not nearly
as gpecific or comprehensive as those published by HUD. For example,

unlike HUD, the Farmers Home Administratign ddes not require a written }
affirmative marketing plan from builders and developers indicating how

they will comply with nondiscriminatory requirements.

655. Such a plan might include prOgramﬁ\ngyzA licizing the availability
rof units to minorities and specifically rec i\:ﬁg buyers and tenants

for minority hiring, and Afor educating .the builder s own .staff on fair :
housing respsansibilities. . N

656. Since subdivision approval is'receiﬁed prior to eonstruction,‘an
undetermined number of houses previously approved have.not yet been sold,
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Crq.

Nonetheless, the proposed regulation could be a significant step forward'

»

by the VA from paper compliance ro true affirmative action as required
B N t N \-
by the 1968 Fair Housing Act. The VA, however, has procrastinated

in issuing the regulations, which have not yet been published in final
form. In the fail of 1973, VA officials' explanation for the delay was

that the requirements "have been revised for compatibility with the

¥

. 657
current basic purposes of the VA loan program and are under staff review."

658
VA officials referred to a speech by-Floyd Hyde, Under Secretary of HUD,

which they interpreted as deemphasizing civil rights in government housing
659
programs as another reason for the delay. The officials further indi-

cated that the VA had postponed the issuance of these requirements untd}—— —
660

the President made a statement on Federal housing programs and policies.

N

o

657. VA response, supra note 587.

658. Remarks by Floyd H. Hyde, Under Secretary of Housing and Urban
Development,before the Los Angeles Area Chamber of Commerce, Los Angeles,
Cal., June 18, 1973, -+

.“\

659. Echols’ interview, supra note 569. d

n .
660. VA response, Supra no{e 587. \ o : )
- J ?’ N v

N
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This statement was issued in September 1973 and did not contain

LSpecif:lc.prbposals relating to equal housing obportunity nor’ did
. . ‘

»

it relate to or affect VA progkams.
: As of April 1974, more than 7 months after thié statement vas

made, the gegulations wérg stiil not forthcoming. At that time, VA's
explanatio?»gor the delay was that 1t is attempting to e§oiye a plan
whicﬂ will be more effective than that which HUD .has iﬁplemented. VA
staff also believe that the results of the new daté systém661 must be
available before they_can issue the regulations. They argué that through =
th: daia system the VA will know if theré is a fair housing problem in
Vﬂiyrogramé.662 - o

It is inexcusable that VA has so greatly delayed the issuance of 4
its affirmative marketing regulations. Housing discrimination, resulting
in racial and ethnic polarization, continues to exist throughout the //_\

. i
{

[

661. This sytem is discussed in Section III C éupra. .

; ~

662. TIchols and Harmon interview, supra note 5%4. . ) ] -/
’ ) -
I
) f

o
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country, and-builders and deyelopérs érg among those responsible
: ) 663

for. perpetuating.segregated living patterns.

- N

663. During 1973 the Department of Justice filed several :

suits alleging racial discrimination by builders and developers. For
example, on July 17, 19¥3, the Department of Justice filed a housing
discrimination suit against Snow Construction Co., Inc., of Boca Raton,
Fla. The suit charged the company with refusing to sell homes, and home
sites to blacks at one of its developments. On July 19, 1973, Snow
Construction signed a conseént decree which permanently enjoined the firm
from engaging in any racially discriminatory practice in the sale of real
estate. In addition, the.company was required to use objective sﬁgndards
in the sale of real estate, to post fair housing notices, to advertise
in?lack area newspapers,daad to inform major employers of the availability
of homes and home sites., .

-

- ¢
L

July 20, 1973, the Department of Justice filed a housing discrimination
civil suit against R. C. Fowler Properties, Inc., Wilmington, N,C., for
refusing to sell homes in white subdivisions to blatk personS. The suit
charged the firm with following a policy and practice of racfal discri-
mination by steering prospective black home buyers to g§ll-black neighborhoods
and by refusing to show black persons homes in white subdivisions. As a -
result of ‘these discriminatory practices, one subdivision de.eloped by the

firm was substantialiy all white and another was substantially .all black.
The firm signed the consent decree which permanently enjoeined it from
practicing racial discrimination in the sale and rental of real estate.
In addition, the company was required to post fair-housing signs in its
offices, to advertise in a weekly newspaper serving the blagk community,
and to notify black real estate brokers of its nondiscrim dfory policy.

On September 11, 1973, the Department of Justice filed a housing discri-
mination suit against Custom Craft Construction Co., Inc., of Dayton, Ohio,
charging thiat it was quoting higher prices to black persons and was mis-
representing to blacks that houses were npt available for purchase. On >
March 12, 1974, Justice obtained a_consent decree which permanently
enjoined Custon Craft -from violating the Fair Housing Act of 1968 and
required the firm to display fair housing signs 4n offices and model

homes and to include an equal bousing opportunity statement in advertising.

VA recently indicated to this Commission that:

...the Snow Construction Co., Inc. of Boca Raton, Florida,

and Custom Craft Construction Co., Inc. of Dayton, Ohio, are

not now and never have been participants in the VA loan guaranty
program. It'should also be noted that VA has no record of any

notice from the Justice Department concerning the case against*

nor the consent decree signed by R.C. Fowler Properties, Ing.

of Wilmington, North Carolina. Vaughn letter, supra note 559. 2.72
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The failure of thg'cen'tral office %o _follow through on the proposed

‘raffirmative marketihg_ requirements is reflected by the lack of pre- -,
- Y . . T e - . -

L3

. parat’ion‘in the field offices for implementatfon of the requirements. .

3

" - Although, in August of 1972, all LGO's were sentl’a\cOp;’.’of the .proposed ,
- / . . .

‘affirmative marketing reguliations and a draft'_cil;cular(,fer their im-

plegfntatipn, as'of fall 1973, few LGO's had taken_any.concrete steps

toward preparip'g,their‘ioffices or their client'er]:le (bu:ifders and developers)
%or the new reqdirement;s'6.6 ) The New Orleans. LG(l) x..fsai..d he had made no: |
prepar;.tians to -iniplen;ent the. new rec’iui:rem‘em:s.6 & . The Waco LGO stated
"thag even though the office holds periodic’ meetings with area builder:;6 6

- . . 667
the proposed regulations had never been discussed with them. .The

LGO in Chicago had not pfepared for the implementation of the regulations
becayse, in fact, he disapproves of them. He stated that builders tell
him HUD enforces their affirmative marketing regulations too stringently

668 ,
and this has lost HUD business. 3 .

664. This was in spite of the fact that the LGO in each office visited be-
lieved that the regulations would be issued imminently. Also, HUD area
officé staff interviewed by the Commission indicated that builders needed

extensive technical assistance from HUD in order to understand and ‘properly -

implement HUD's affirmative marketing requirements.
665. Griener inteview, supra note 607.

666. These meetings concern such matters as the technical requirements
for subdivision approval. s

~

' 667. William M{ller intéryiew, supra note 606. -

668. Leth interview, supra note 605. ) IR

/
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The Los Angeles Loan Gudranty Office is one exception to VA's .

inactivity in this area. It has met with HUD equal -»pportunity staff _
669
to learn of the problems they have encountered in affirmative marketing,

and the Los Angeles LGO has discussed the progosed requirements with

. 670
various bullders' associations. In addition, -he is planning a training

program for loan guaranty staff who will be fnvolved in reviewing afftrmative

71
plans and taking part in compliance reviews.
<

VA's refusal to follow HUD's example in‘requiring affirmative marketing

plans from builders and developers already preparing such plans\@or HUD

4

has played some part in changing what has beéen a traditional cooperative
arrangement between HUD and VA." In the past, builders could submit ‘an -
application for subdivision approval to either HUD or VA; and if approval was

received from one agency, the other agency would automatically concur.
672 - ' .
After HUD instituted affirmative marketing requirements and environmental

I
¢

669. In San Francisco, the LGO also contacted HUD to determine its
procedures in carrying out affirmative marketing vequirerents, but no
discussions have been held with builders or loan guarantv staff.

670. Builders' associations are organizations which lobby on behalf
of the homebuilding business. .

671. Jarnagin interview, supra no‘e 627. As of May 1974, this—fraining
had not yet been formally held. The Los Angeles LGO stated that this

was because VA had not yet approved its affirmative marketing regulations.

Telephone interview with Gene Y. Jarnagin, Loan Guaranty Officer, VA
Regional Office, Los Angeles, Cal., May 2, 1974.

672. HUD's affirmative marketing requirements became effective February 29,
1972. : ‘

274
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673 .
review procedures which were not required by the VA, builders who

had received subdivision approval from the VA but had not complied
with the new HUD requirements did not receive automatic concurrent
approval from HUD.

Some HUD offices notified builders that they required an affirmative
marketing plan even though tﬂe applicants had already received VA approval.j
Other offices negotiated with VA until a joint position was agreed-upon. . -
Consequently, in the spring of 1973, VA issued instructions stating that
it would make independent subdivision analyses without obtaining the con-
c¢urrence of HUD. HUD responded by‘ issuing instructionan that no VA
certificates of reasonable value would be accepted until HUD determined by
independent analysis that the subdivisions had complied with HUD require-
ments. Thus, VA has not only failed to follow HUD's example in requiring
affirmative fair housing marketing, but it has acted to separate itself
from Lhe HUD requirements by breaking off a traditionully cooperative

L4 . .
arrangement for subdivision approvals. -

675. Federal agencles are required by the National Envirommental Policy Act

of 1969, 42 U.S.C. § 4332 (1970), to prepare Statements assessing in detail
the potential environmental impact of a proposed action such as recommendations
for legislation, policy decisions, and grants under agency programs. Since
July 1973, HUD has required envirommental impact statements with requests for
subdivision approval, *

~

674. Department o Housing and Urban Development, Notice HPMC-FHA 73-13, May 13,
1973. 1 : '

IS
«J
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B. Acquired Property

1. Minority Brokers and Fee Appraisers
In the spring of 1974, the latest data available to show minority

participation as appraisers, management brokers, and inspectors in
675 -
the VA housing program were from June 1973. At that time, 3.3
' 676 .
percent of the management brokers on VA rosters, 2.9 percent of the
677 678
fee appraisers, and 1.4 percent of the inspectors were minority.

~ .
The underrepresentation of minorities on these rosters occurs desﬁﬁte
the fact that local guaranty officers are generally well informed of
the central office's intent to increase’minority participation in the
sale .nd management of VA-acquired properties.

The property assignments made to minority participants in'VA programs

aré,nonetheless, fairly respectable, despite tle low number of minoritv

/

/

K
675. Telephone inté;view with Eleanor Harmon, Special Assistant to the

Pirector, Loan Guaranty Service, Veterans Administration, May 8, 1974,
and Summary of Regional Office Responses to DVB Circular 26-73-23,

676. Of the minority management brokers, 3 percent were black and 0,3
percent were oX Spanish speaking background. Id.

677-. Of th 4£inority fee appraisers, 2.2 percent'were black, 0.4 percent
wvere of Sp;21sh speaking background, 0,1 percent were Native American

and 0.3 gércent were Asian Awericdn. la.

678. Oﬁ/the minority inspectors, 0.5 percent were black, 0.2 percent were

of Spanish speaking background, 0.1 perc.njt were Native American, 0.4 percent
were Asian American,and 0.2 percent were other minorities. Id.




A 3
- participants in ‘the VA programs. In 1972,

12 percent of the

property assignments madé to_m?nagement brokers were given to \
630 . . -
minorities. Of the property assignments given to fee appraisarg,

* 681
3.4 percent went to minpri&ies.

A\

—_—

679. In 1972, VA collected data on minority particigpation as fee
appraisers and management. brokers, but not ingpectors. At that
time it also collected data on property assignments to minority
participants in VA programs. When,in 1973, VA added data on
inspectors, it dropped its data collection on property assign-
cments. However, VA is currently developing an expanded data
system which will again include this information. This system
is discussed further in Section III C supra. Telephone interview
with Eleanor Harmon, Special Assistant to the Director, Loan
Guaranty Service, Veterans Administration, May 7, 1974.

680. There were 178 properties assigned to persons of Spanish
speaking background (1.3 percent); 1,450 assigned to blacks
(10.6 peicent); and 19 assigned to other minorities (0.1 percent). -

Cj}. There were 2,169 properties assigned to persons of Spanish

speaking background (0.5 perceat); 11,927 assigned to blacks
(2.5 percent); and 2,005 assigned to other minorities (0.4 percent).

— o 2m
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Overall ‘however, at the time the Commission interviewed VA regional staff,

. regional efforts to increase the numbets of minorities in these roles

were generally insuf icient. Only four (3.3 percent)of the managemeuz“‘

682
brokers . and none of the 161 fee appraisers used by the tho office

were minorities. Nonetheless, the Waco Loan Guaranty Officer's only

efforts to attract minority brokers and fee appraisers had been through-
Ve (.

those already on contract and through inquiries to local real estate
boards and appraisers associations. There had never been a formsl
6utreach program éd increase minority participation.

?;; New g!leans Loan Guaranty Office did not have contracts with
any minorities out of its 68 management brckers and 90 fee appraisers 684

Only three (2.0 percent) of Boston's 149 fee appraisers were biack° ncne

of the other appraisers were minority and this office had initiated no
683

. minority recruitment progrjp. Of the 134 fee appraisers used by the

682. Two of these are bchki\and two are Mexican Americans.

683. william Miller intervi;w supra note 606. .
684. Griener interview, dﬁgra note 607.

685. J.A. Miller interview, supra note 610.
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Satr Francisco office, 5 (3.7 percent) were black and 5
' G36 *
(3.7 percent) were Mexican Americane The Los Angeles office was

the only office visited which noted a significant degree of minority -

-

. , :
. participation. Of the 267 fee appraisers, 17 (6.4 percdnt) were black,

" 6 (2.2 percent) were Mexican American, and 3 (1.1 percent) were

Asian American. The VA inLos Angeles contracted with 37 management -

brokers of whem 5 (13.5 percent) were black and 3 (8.1 percent)
\ ) N

were Mexican American. = It is estimated thajl;minorities handle approxi=~
687 .
mately one-third of all its acquired property sales.

, In the £all of 1973, VA stated that it was currently undeftaking a
new survey of tle nrmber of minority contractors and management and sales‘
brokers utilized by local loan guaranty offices. 1In Ap£11 1974;A%owever,
the study had not only not been completed, but the VA did ;ot know when
or even if it would be completed.68§ This 1S comsequential because the
VA must take the opp;rtunity of éhat survey Eb require a steppedeup
minority recruitment prdgfgh in those offices which have’thus far been

689 .
deficient. Further, instructions must be issued to its field stations

'686. Beachel interview, supra note 609.
687. Jarnagin interview, supra note 627.

. 688, échols and Harmon interview, supra note 574. .

689. These institutions could be similar to those issued in 1977 concerning
minorities. See, Department of Veterans Bgnefitﬁ (DVB) Circular 26-70-28,
"Minority Property Management' Brokers," July 13, 1970, DVB Circular 26-70-37,
"Minorit'y Business Enterprise-—Competitive Contracts for Repair and Maintenance
of Acquired Houses." DVB Circular 26-70-38, "Minority Fee Appraisers--Need
for .Creater Participation," Sept. 23, 1970.

A
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for increased female participation as brokers and fee appraisers. The

‘Vk has no requirement that women be recruited to participate as appraisers, -

inspectorg, or brokers and their participation rate is very low. In June

\‘5
1973, only 4.2 percent of VA's management brokers were women, as were 1.4

690
percent of the fee gppraisers and only 0.3 percent.of the inspectors.

~ :

2. .Advertising in’the Minority Media

The VA requires its field stations to advertise
o 691 . :
acquired properties in the minority press. Field stations are oblie

"gated to inform the cgntral office quarterly of the names of minotity
newspapers used, the frequency of publication, and the dates of the
advertisements. A.copy of each advertisement used must be forwarded
to the central office for examination,

As of mjc-1973, comgliénce with this advertising requirement was
-~ .

uneven. The Bostén office advértised in-only one minority newspaper,

a blaék weekly with a circuiéiion limited primarily to the Boston area.

AN

690. Summary of ﬁegional Office Responses to DVB Circular 26-73-23,
sugra note 675. ’

691." DVB Circular 26-72-31, July 31, 1972. The VA under this circular
requires regional offices to advertise a sampling of properties of
every price range in every- type of neighborhood. The VA first required
field stations to advertise acquired properties in local ethnic presses
in September 1969,

.

‘ ' <80
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The Chicago of fice advertised in two black newspapers and one Spanish

692 -
language newspaper. The LGO reported that he had not 1degtif1ed any

- - 693
"stable" Mexican Amerfcan papers despite the existence of La Raza,

a monthly publication which had bee;x in existence for more than 4

t
years.
.

The New Orleans Loan Guaranty Office advertised its property in
~

three black newspapers. San Francisco and Los Angeles each advertise& .

in three black and two Mexican American newspapers. Wa‘co‘acl.vertised :
in two black and -tbree Mexican American newspapers.

The San Prancisco office has made a special effertf te reach Native
Americans and persons of Spanish background. It submit-s periodic articles
tc a Native American newspaper on its equal opportunity policy in the sale .
of acquired properties, since that publication does not carry any formal

-~

advertisements.” It also advertises its acquired properties on a Spanish

language television station.

In the spring of 1973, the central office developed an exteng!ve 1list of
ninority delications throughout the country which is updated quarterly

and made available to field offices. LGS now requires advertising in .
"minority media,"” which includes rad#o and television, rather than solely

the minority press; and in mid-1973 VA expanded its directory to include
694 :
the additional minority media.

692. There are about 144 000 Mexican Americans in Chicago and 86, 000
Puerto Ricans.

" 693._ Leth intetvieu, supra note 605.

’

69 . e directory lists the broadcast h rs of minorit
televis&loh stationg. 2 oure © mortty radio and

<81




V. Counseling ’ . .
3 695
The VA has instituted a counseling program aimed at minority veterans.

The program was begun as a pilot prqject in nine VA field stations and, as of

) 696
October 1974, had been expanded(;o a total of 22 field stations. The program 18

designed tqQ aid miqority potential‘homé buyers'with their housing neeJ§i7\\rathgr
than to advise them on combating any discrimingtion that they might encounter,
The pilot counseling projééts have met wikh varying success in the different
VA field stations. Although all counselors regeived their traini;g from a
' 698

__‘member of the central office staff,  the individual offices seem to have -

developed their own methods for carrying ou% the program.

" The Los Angeles region appears to have the best model €or VA .

695 See DVB Circular 26-71-19, Oct.-19, 1971. This program is discussed in

U.S. Commission on Civil Rights, The Federal Civil Rights Enforcement Effort--
A Reassessment, 151°(1973), )

696. Thése are in Baltimore, Md.; Los Angeles, Cal.; Detroit, Mich.; Newark, N,J.;
Housfou, Tex,; Jacksonville, Fla,; Cleveland, Ohio; St. Louis, Mo.; New Orleans, La.;
San “rancisco, Fla.; Chicago, Ill,; Atlanta, Ga.; Buffalo,.N.Y.; Phoenix, Ariz,;
Milwaukee, Wis.; Indianapolis, Ind,; Nashville, Tenn.; Winston-Salem, N.C.; Wace,
Tex.; Pittsburgh, Pa.; Philadelphia, Pa,; and Boston, Mass,

697. VA response3, supra note 587. )

698. VA centra! office staff set up the counseling programs, spending about a week
in each city, The central office staff determined the categories to be covered by
the counselors and tnen chose and trdined the counselors, In mid-1973, according
to the VA, there were a total of 58 counselors, Of this number, 50 were male and
8 were female. There were 34 whites, 18 blacks, and 6 Spanish speaking counse-
lors. : '

o

.L' L . ¢ . . (
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699
counseling programs. There are nine counseling centers in the

region. The centers are open from 6 p.m. to 9 p.m. Tuesday and ”
Thursday nigﬁts and gpecial appointments may be made at the veteran'sﬁ
convenience. The counselors are trained in loan processing and under-
writing, loén gervicing, budgeting, construction evaluation, and in,
the care and maintenance of property. The counselors are alco instructed
to inform minority veterans of their rights under Title VIII and to en-
) o .

—d"*"ébﬁréke minority veterans to seek houses in nonq}nority areas. The
' counselors are requested to compile monthly reports including such items
asrfhe number of contacts made and whether or not attempts were made to
conduct folgowup on the veterans counseled?00 ™~

The New amleans office uses six staff members as part-time counseloré
during regular wquing hours (8 a.m.. - 4 p.m.). Counselors are also
available on Tdesday and Thursday from 4:15 to 6?15 p.m. The New Orleans
,) Loan Guaranty Office stated that if veterans are unable to make,appoig;-

ments.during the designated hours, counselors will meet with them at their

701
convenience.

699. Six hundred and sixty-two veterans were counseled by the Los Angeles
office in 1972. The program is advertised in nonminority, Mexican
p American, and -black newspapers, and on Spanish language television,
* A

»

700. Jarnagin interview, supra note 627.

701g"Grienet interview, supra note 607.




The New Orleans counselors go through several short iraining (L
courses,"puE although the. program is ostensibly aimed at minority
vets;;uéf/neither the extensive instructions nor the training sessions
for counselors touch on the unique problems facing minority home-
seekers. The couﬂseling_proéram is advertised in the minority media

and through local minority organizations such as the National Association
. ’ 702
for the Advancement of Colored People and the Urban League.

In May 1973, eight of the fhhséggﬁqun processing staff partici-

pated in the trairing program in that region. They had enlisted the
* 703
assistance of several groups outside the VA. By June 1973, however,
all - the Chiéégo counseling progreams had become defynct. Since that time,

704

the program has been reestablished.
&

N

702, Id. «

703. These groups represent such interests as the Chicago model citleé
program, black veterans' groups from East St. Louis, Ill., and Southern
I1linois University, Carbondale, Il1l. Leth interview, supra note 605.

704. Echols interview, supra note 569.
!
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Chapter 4

General Services Administration (GSA)

1. Program and Civil Rights Responsibilities

705

The General Services Administration is responsible for
acquiring and assigning space for Federal fac:}ﬁties. It provides

space for Federal agency use through the construgtion and modification of
' 706
Federa® buildings. If sufficient federal. -owned 'space is unavailable, //

N

GSAmay purchase or lease ptivately;owned spéce.
1

There are two principal reasons that GSA should ensure that the

communities in which Federal agencies locate practice fair housing, First,

* 707 t
sthe Federal commitment to practice’ equal employment opportunity  necessitates

‘ )
that minorities and women nog be denied access to Federal jobs by locating thege

-

705, 40 U.S.C. & 490(e) (1970). ..

706, GSA’operates’ZZ& million square feet‘bz space in approximately 10,000
federally-owned and leased buildings. General Servicer Administration,” 1973
Annual ‘Repor’. Most Federal agencies lack the authority to acquire space
themselves aud must obtain it through GSA. Certain agencies’, such as the -
Department of the Treasury, the Postal Service, and the Atomic Energy
Commission have authority to acquire their own space but may request that

GSA acquire land for buildings and contract and supervise their construction,
development, and equipment, .See 1950 Reorgapizatioen Plan No. 18, 15. Fed.

Reg. 3177, 64 Stat, 1270, 40 U.S.C. 5 8490 note (1970). 2

707, Executive Order 11478 and the Equal Employment Opportunity Act of 1972
(86 Stat., 103) prohibit the Federal Government from discriminating on the
grounds of race, color, religion, natidnal origin, or sex in employment
practices, See U.S. Commission on Civil Rights, The Federal Civil Rights

. Enforcement Effort - 1974 = Employmgggﬁ Ch. 1 (in preparation). i

266
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jobs where housing obportunitigs for those groups are difficult to obtain.

Second, like all Federal agencies, GSA is required by Title VIII of Civil Rights

v

Act of 1968 to administer its programs affirmatively to further .the purposes of .

fair housihg.
‘ ~
The Federal Government, like private industry, has been locating its

' 708

facilities increasingly in suburban and outlying parts of metropolitan areas,

A\
These typically are areas in which the supply of housing within the means of
lower-income employees either is inadequate or nonexistent,” Many of these

communities tradﬁ%ionally have excluded minority group families, whatever their

»

* 709 v . N ‘Jf

income, Metropolitan areas continue to be racially and ethnically polarized,

\

\
\ .

-~

708, U.S. Commission on Civil Rights, Federal Installations and Equal Housing
Opportunity 7 (1970);q§pd District of Columbia ‘Advisory Committee of the U,S,
of the U,S., Commission on Civil Rights, The Movement of Federal Facilities to
the Suburbs (July 1971), ' .

709, Over 60 percent of nonminorities living in metropolitan areas live in the
suBurbs, In contrast, only about 35 percent of persons of Spanish speaking back~
ground living in metropolitan areas are located in the suburbs as_are‘under 25
percent of blacks, under 40 percent of Asian Americans, and under 50 percent of
Native Americans. U.S. Census of Population: 1970, Vol. 1, Characteristics of
the Population, Tables 48 and 108,

GSA recently stated that: .
eeein two very significant and' large cases in Region 9 a Government M
facility was specifically and <ntentionally located in a suburb or oht- .

lying area so as to enhance employment and housing opportunities for
minorities, These two cases are the Richmond; California Social Security
Western Program Center and the Fresno, California IRS Data Cente-.

In the Fresno case, the site for the Center was selected near the
heart of the Mexican-American community which is' the largest minority
concentration in Fresno.. The site, which is at 5045 E, Butler Avenue,
i{s an outlying area, but 1ts location greatly enhanced the job and/or -
housing "opportunitfes of Mexican-Americans,

In the case of the SSA Program Center, which is now in San Francisco

but wiil soon-move  to Richmond (a suburb of San Francisco), GSA

placed great weight on the fact that Richmond was a depressed economic

area with the highest concentration of blacks in the Bay area. It is o
not an affluent high price suburb, Letter from Arthur F, Sampson,
Administrator, General Services Administration, to John A, Buggs, ,
Staff Director, U.S. Lommission on civil Rights, Nov, 6, 1974, )
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710
with the suburbs inhabited largely by white nonminorities, Thus, the

-

relocation of Federal insfallations to %Pburﬁan communities has caused

hardships to lower-income and minority group employees and their
111
families,

Some of the largest Federal moves to the suburbs were made in
the 1960's when, for example, the National Bureau of Standards (NBS)

moved from the District of Columbia to Gaithersburg, Maryland, and the
712
Mlnned'upacecraft Center was established in Harris County, Texas, midway
- ' 713
. between Houston and Galveston, Although there haye been no GSA-sponsored

Federal agency moves to the suburbs of such magnitude during fiscal years
114
1973‘and 1974, Federal agencies in search of a large amount of space

710, The nature and causes of the increasing concentration of minorities
in urban ghpttos and the exodus of affluent whites from the cities are,
discutssed in U,S. Commission on Civil Rights, Equal Opportunity in Suburbia,
July 1974, based on public hearings in St, fbuis, Mo,, Baltimore, Md., and
Washington, D.C.,, and testimony gathered by the Commission's State Advisory
Committees in Boston, Mass,.,, Milwaukee, Wis,, and Phoenix, Ariz,

711, Federal Installations and Equal Housing Opportunity, supra note
708, at 9-14,

-
712, This is now Lyndon B. Johnson Space Center,

713. For a discussion on the effect of the opening of these installations,
see Federal Installations and Equal Housing Opportunity, supra note 708,
Chapter III at 7-19. About 2,750 NBS employees were relocated to Gaithers-
burg and 5,000 persons were employed at the Spacecraft Center. Some of the
moves made dyring this period may have been motivated by national security
concerns.

714. General Services Administration, Listing of Moves Involving 100 or
" More Employees, prepared by Clifford Esterday, Administrative Assistant,
Public Buildings Service¢’ GSA, March 1974. .
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715 .
still consider locating in the suburbs as a viable option.

When agencies relocate in the suburbs, there is a tendency for
their minority employment to decrease sharply. For example, from 1965

<o

to 1969, the first & years of the relecation of the National Bureau of

Standards from Washington, D.C., to Gaithersburg, Maryland,
. 716

black employment arbpped from 17.3 percent to 14,2 percent, As of

November 1973, black employment was still below its 1965 level.

-~

715. For example, as of March 1974, the U.S. Mint, Department.of the
Treasury, was tonsidering two locations for a mint: Lakewood, Colorado,

a suburb of Denver, and Denver -itself. According to the 1970 census
there were 514,678 residents of Deaver including 47,187 blacks (9.2
percent) and 86,345 persons of Spanish speaking backgrcund (16.8 percent).
In contrast, there were 92,755 residents in Lakewood, and only 140 (.2
percent) were black and 4360 (4.7 percent) were of Spanish speaking back=-
ground. Access to Lakewood by public transportation is difficult:
there are only two early morning Denver City buses from downtown Denver
to the Federal Center and.two afternoon buses returning to Denver. As of g
December 31, 1973, the U.S. Mint in Denver employed 461 persons; 30.1 per~’
cent were of Spanish speaking background and 9.5 percent were black.

-

The Health Services Administration of the Department of Health, Education,
and Welfare has contracted for a study of available space in the District of
Columbia metropolitan area with the hopes of consolidating many employees

in one location. Suburban areas are under consideration.

716, In 1965, NBS employment was 2,750, including 475 blacks. In 1969 its
employment was 2,825, with only 402 blagks. Employment statistics obtained
fXom NBS. The Food and Nutrition Service (FNS) at the Department of
Agriculture consolidated its Region II staff from the urban areas of

Manhattan, -Bronx, and Brooklyn, N.Y¥., by opening a regional office 1in
Princeton, New Jersey, a.suburbau area with little low= and moderate-income
housing. The move began in N vember 1972 and was completed by April 1973.

In June 1972, the FNS employed 288 persons in Manhattan, Bronx, and Brooklyn,
including 42 blacks (14.6 percent) and 8 persons of Spanish speaking background
(2.8 percent). One year latér, after the move had taken place, FNS employed 308.
persons, including only 34 blacks (2.6 percent), 7 persons of Span{st speak-

ing background (11.0 percent), and one Asian American. The total minority
population had thus dropped from 17.4 percent to 13.6 percgnt in 1 year.

[*"‘!-a
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Similarly, the Geological Survey, Department of the Interior, lest about

—

20 percent of its minority population during fiscal year 1974 in its

headquarters office when tﬁat office moved a large number of employees ¢
from Washington, D. C.,to Reston, Virginia, a suburb about 22 miles

717 .
from downtown Washington. In general, employment statisticg of Federal

3

offices located in suburbs which are beyond convenient commuting distance : :

from the residential areas within the cicy reflect far fewer m.norities
. - ' 718 .
“than in central city locations. Wh11e statistics on the overall euployment

~ - s

Of women do not appear to reflect any effect from the location of the agency,

A

717. Interview with William Thurston, Director of Equal Employment Opportunity,
Geological Survey, Department of the Interior, May 22,°1974. The loss of
minority employees was so dramatic that it caused the Geological Survey's
nationwide minority employment to drop from 10.7 percent to 10.0:

718, For example, Department of Health, Education, and Welfare constituent
agencies in the metropolitan Washington, D.C., area whose employees are located
largely at suburban sites have a significantly lower rate of minority employees
than those HEW agencies with employees located downtown, HEW agencies with major
components in Rockville, Maryland, and their minority employment figures are:
Center fcr Disease Control, 16.2 percent; Alcohol, Drdg Abuse, and Mental Realth
Adm1n1stration, 16.4 percent; Health Resources Administration, 21.0 percent;

Food and Drug Administration, 22.0 percent; and Health Services Administration,
26.9 percent. In contrast, HEW agencies Iocated in downtown W»shington and

. their minority employment figures are: Office of\Education, 39.0 percent;

Social and Rehabilitation Service, 37.9 percent; National Institute of Education,
37.7 percent; and Office of the Secretary, 36.9 percent. The National Institutes
of Héalth, in Bethesda, Maryland, located between the District of Columbia and
Rockville, Maryland, had minority employment of 33.7 pg{:fnt. HEW Employment
Statistics, Nov. 30, .1973, 7

A review of the statistics of major agericies of the Department of Commerce
showed similar results, Employment at the National Bureau of Standards in
Gaithersburg, Maryland, vwas 15.1 percent minority; at the National Oceanic
and Atmospheric Administration in Gaithersburg, it was 19.7 percent,

In contrast, employment at the Office of the Secretary at the mair Commerce
building i{n downtown Washington is 32,3 percent minority; the Domestic 3nd
International Business Administration was 24.1 percent minority, and the
Maritime Administration was 26.3 percent minority The Patent Office, located
in Crystal City, Virginia,and hore easily accessible to Washington, D.C.,was
46.0 percent minority and the Social and Economics Statistics Administration
in Suitland, Maryland, also easily accessible to heavily minority areas in.
Washington, was 32.3 percent minority. Department of Commerce Employment
Statistics, Nov. 30, 1973.

~ v ¥

1




-

271

Y

-

[

X
-

it 1is not cleﬁr if this is because female emplpyees-ténd to relocate
. . l_ N N

with their agencies when the agencies move td the suhurbs, or if the

agencie§ find new female employées once they have moved.

. Bl
~ >

GSA's activities as the Federal Government's real estate agent

give it'a unique opportunity for ensuring fair housingiin’communities

-~ .

sdpround;ng'Feﬁergl agencies. Such comnunities receive significant;

bénefit just by the Federal pyeggnce,%gSpeciqlly f}om large instaliations.
_ : i .

Lécat{on of a major in;tallat;on B;ingﬁ about dramatic physical, economic,

'and_demograpﬁig chéﬁge. The Federal Government brings with it jobs. Thé .

needs of the Federal personnel for sucp sérvices as ﬂousing, schools, ‘

éfo}gs, and banks create more jobs and investment oppqrtunities: The

. 719’
Federal presence often attracts other industry.

‘ 719, See Federal-Installations and Equal Housing Opportunity, supra note 708,

For example, the location of the Manned Spacecraft Center in Harris County,
‘Tex., in the early 1960's brought an economic boom to that area. The
population of the area surroundipg the Center increased from 6,500 to
40,000 between 1960 arnd 1970. Bank deposits in the area rose from $4.8
million in one bank in 1981 #o $30.9 million in five banks in 1966. '
Houston attracted 125 aerospace firms and an uncounted number of electrogics
companies to the area. The National Aeronautics and Space Aduinistration
estimated that for every 100 jobs at the Center, 65 additfonal jobs.were
created in the community. Id. at 9. =~ - S '

-
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*Such benefits make the Federal presence an asset to most communities in which

it locates, providing significant levérage to the Federal Government in its

<

. . negotiations for Federal space. GSA could make use of -this leverage to s

-

ensure that in commnities in which Federal agencies have located, housing - '

discrimination’ is not practiged by real estate’ brokers, ljrders: private

© T 720
citizens,or the 1local governrent itself, , ' L,
A. Executive Order 11512 T . '
[ ] /‘ - - .

<

"~ Executive Order 11512 requires the Administrator of geﬁeral Services vo

., -

"initiate and maintain plans and programs for the effective and’efficient
: : 721

, acquisition and utilization of Fecerally owned and leased space.”  The
-Executive order spells out the Federal policies which the Admintgtrator -
DN t -

N 3 -
should follow in providing space for Federal agencies. Two factors which

GSA must take into account are of particular interest to minorities \

[ ‘ »
/ 4

T

720, GSA recently stated:

i .

¢ In truth, GSA has little leverage of this kind in most of its public
building projects. This is due to the simple fact that the occupant
agencies for most new Federal Buildings, unlike the Manned Space~
craft Center, are already 'located in leased space or obsolete Govern~
. ment~owned_buildings in-the community where a new FB is“to be cone .4
*  structed, No new Federal jobs ‘are likely to be created as a direct
consequence of the new building,’ except during its actual construction,

We believe that some degree .of leverage does exist, since most
communities generaldy look upon a new FB as a sign of progress and as

~ an attractive addition to the local landscape. However, we feel that
the Commission on.Civil Rights has greatly over-estimatéd the amount
of pressure that GSA can generate by promising a new FB or by threaten-
ing to withhold such a structure. Sampson letter, supra note 709.

721. Executive Order 11512, issued February 27, 1970.

<
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T Coee2m3 L o e e ) )
and women, who are often dispr0portionately répve§ented among the lcw-income . ¢
) 722 . '
employees of a Federal agency, First, in acquiring and assigning " space for. -

‘!ederal agencies, GSA must consider the availq?ility of adequate low- and‘moderate-

Xy

1ncome housing, accessibility to the site from other ,areas of the urban center, ,

and the adequacy of parking., Second GSA'is required by ‘the order to’ s

.

Ycoordinate proposed programs and plans for\hgilding and space in a, manner ’ -

,

] i-'&l’

designed to exert a positive economic and social influehce on the develop-.

(3

4~

- ment or redevelopment of the areas in which the fécilities will be Mocated,"

" GSA is required to consult with and receive advice from the Secretaries of

, H

Hous ing and Urban Dévelopment, Health, Education, and Welfare, and

Commexce concerning the impact a selection will have on improvzng social
‘723

agd“eegnomicrconditionsiin.theearea.__,ﬁ»_w,m_ Y. >

Some other factors.which must be taken into consideration are efficient

P

performance of executive agencies, need for development and redevelopment of .

v

areas, existence of Government-owned permanent buildings, prevailing rental

a

'rateJ need for consolidating agencies in & common or adjacent space, and
& 724

consistency with State, regional, and local“gla?s.

722, As of May 31, 1973, 67 percent of all minority Federal employees were
employed at the GS-G level and below, As of Cctober 1972, 74 percent of ‘
all female employees were employed at the GS=-6 level and below. H
¥ 0‘ - ..
723, In addition, GSA is required to coordinate proposed programs and plans ' -
with the Office of Management and Budget, the Civil Service Commission, the
Office of Emergency Preparedness, the Department of Defense, and the executive
agencies concerned, .

724. GSA has recently informed this Commission thgt"(i]t is [these] other .

considerations which make GSA decisions so difficult," Sampson letter,
, supra note 709, . . . »
'/ . ) ° . ’ .
) [




Despitc the clear need for‘bSA to jgcorpdfate fair\housing concerns

LY -

, into its space acquisition processes, the Executive ‘order ‘contains no

available-on a nondiscriminatory basis in the vicinity of the proposed

location for a Fedéral agency. In August 1972 “GSA stated that .

| 725 ~ e

Executive Order 11512 was in the process of being revised, GSA staff

_indigqted that this revised Executive order would give GSA responsibility

-
. .

for considering fair housing conditions in the ‘location a?d relocation of -
A »
'Federal agencies. The proposed reviiion, however, was not sent td the
726 ’ ’
Attorney General for legal clearance until March 7, 1974, °

e 89 of May 15, 1974, . o i

.
A

725. Interview with IL.E. Friedlander, Executive Director, Public Building

~ Service, and John Melnik, Acting Director, Fedetral Buildings Fund, Marfagement

.explicit provision’for GSA to consider the extent to which housing is )

R

and has not been
4

.

Division,- Publi¢ Buildings Services, General Services Administratjon, Aug. 21, )

1972. - hd

726 Letter and attaohment from Stanle} Ebner, General Counsel, Office of. Management~ A
. The proposed

and Budget, to William Saxbe, U, S. Attorney Genersl, Mar..7, 1974,

Executive order states: 4 .. o s R
It is the policy of the Federal Government

that in the selection of sites for Federal . -

facilities consideration shall be given to |

the availability of adequate low-and moderate

income housing on.a nondiscriminatory basis

and the adequacy’of access ' to such sites. -

from places of _residence, . .

% "

y . 7 -

S

B s}
T o bt e g be rvese s o

T’

v
-
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.

\Ano*h&r‘important revision of this Executive order.is that it woul

- expl ci’tlg apply to all agencies with authority to acquire space,
728 ‘ . d ' :

'

-

729 .

. i .
Order i-\1512 must be followed by all Federal agencies in acquiring
4 > ‘ . / .

util‘izi\?g,office buildings and space. It apparently has not been

~ -
1 . - '
\  {
\ Al - . ,,_n:

727, Thié\ authority is discussed in note 706, supra,

. 728, The bropoged Executive order states: . ”s

a [

| The head of each executive agency...shall_establish’
ian effective and systenatic arraggement Jfor ,using/
- ithe availability of low -and moderate income housing
’Pn a nondiscriminatory-basis..,as a guideline in
selection of all sites for Federal facilities by
' his agency. Such arrangements shall be-established
.énd administered in coordiration with thre Secretary
“'of Housing and Urban Development. Proposed executive .
order contained in-Ebnér letter, supra note 726.

{ .

TR ). .
729,. The Federal Govermment occupies 403,232 buildings, a’tota
~ 2,483,677,419 square feet of space, insid

©

-
’

a*
727

) to G% : .This would vastly increase the express Federal yesponsibility for
fnsur&né adequaj:e low- and moderate-income and ‘fair housing in the vicinities of

Fed.era; agencies, - ' There has beén disigreement as to whether Executive:

and

$.

1of, -
e the continental Uniteg States., , @
GSA controls less°’than 10 percent of that space. See note 706 supra,

 ~1

I

not only

Yy

<94
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. . . * . 730
interpreted by. HUD as,being applicable to-agencies other than GSA, ,
731
It appeats, however, ‘that Executive Order 11512 is generally applicable,

’ )]

Section 1 of the Exetutive order, which speaks about initiation .and . ﬁ

J,maintenance of plans fogtacquiring and utilizing federally-owned and |

Teased space, concerns ,only. the Administrator of General‘Services.“ None-
theless, Section 2, which Speaks about Federal policies for acquiring,

"’ assigning, reassigning, “and utilizing office buildings and space, directs

that thegé policies be followed both by the' Administrator of Ceperal Services
. N . 732
and by the heads of- executive agencies. .t
L Lo
There are no airectives-requiring Federal a%encies in general

T to take the adequacy of fair housing and 1low- and moderate-income

housing into account in planning for their space needs. It is, .

Y

‘ however, the explicit inclusion of all Federal agencies in the
proposed Executive order which has delayed its issuance. 'HUD,?hn
particular, has been resistant to the proposed order as it would idcrease

t

its responsibility for providing to Federal ggencies “information on

.
v

" . r

- - F

730, .This is inferred because HUD wrote to GSA that the proposed Executive
,'order would have the effect of extending the responsibilities under

' Executive Order 11512 to cover non-GSA-acquired sites. Letter from George

" Romney, Secretaty of Housing and Urban Development, to Caspar W. Weinberger,
‘Director, Office of Management and Budget, July 20, 1973. .

. -

731, See also' telephone interview with Charles Simms, General Counsel,

Office of Management and Budget, .8épt. 13, 1973. Mr. Simms stated that it

had been his understanding that Executive Order 11512 in fact applies to all’

Federal agencies. It would appear that GSA, too, holds this bélief. See

letter from Michael J. N¢rton, Regional Administrator, General Services -

Adminiatratfon, Denver, Colo., to Joseph C. Muskrat, Regional Director, U.S.
¢+ Commission on Civil Rigzjs, Denver, Colo., Mar. 13, 1974.

732, Only the GSA Administrator, hdyever, is directed’ to consult with the
Secretaries of HUD, HEW, and Commerck in carrying out these policies.

Q




.

2

" between GSA and HUD which states that GSA 'will pursue “the achievement r -

. Memoranduth of Understanding was 1dsued puésuent to Ebcecuti_s;e Order 11§12 - o

" has entered into’ no similar agreement$ with other Eederal agencies such as HEW N
" and Commerce. with which, under Executiwe'Ordet‘nSlZ, it is required to consplt.

- 73 :
PR ¢ . i
the social and economic conditions in the area incquestien. ( v . _ e

~

) 7 g .
5, The HPD-GSA Memorandum of Understanding o
. y . - Y ., . . .
' GSA's responsibility to provide leadership in fdir housing in the ) .

./

Y o« /v

1
[}

. ~ * 4 ) .. .
location and relocation of Federal agencies is enunciated in an agreement .

734 : 735
of low- and moderate-iricome and fair housing objectives," Thig

. .

<

-
.
.

. . o ) ! . 1
733, Romne_y letter, supra note _730. \ 5. . o Ty, \

3 o . . )
734, The Memorandum of Understanding does not define "low- ‘and moderate=income.” 1

This term was not defined until a year after the memorandum was is_sue(d.' See
note, 733 infra,

-
- [N '

735 Mémorandtm’ of Understanding Between the Department/of ﬁo;zs ng and b' J . e
Dev.elopment’ and the General Sefsvic_es‘ eAdministra%ion-Co cerning ji.o%z«- anc}] 'f{o%nerat -

Income Housing, signed by Robert L. _!iunzig, Administrator, GSA, June 11, 1971,
and George Romiey, Secretary, HUD, June 12, 1971 (41 C.F.R. § 101-17,4801). GSA

GSA recently stated:

’While ther® may be no formal written agreement, GSA does as a
, matter of operating policy consult with DHEW, Labor;” Commerce,
TranSportation', Corps of Engineers, etec, #'In virtually every
case that involved the GSA/DHUD Agreement, GSA also wrote to
and consulted with affected. agencies, Sampson letter, supra .
note 709, . -

»




278 et . B N
' ' - 736 . .
and to Title VIII of the Civil Rights Ac; of l968. 20 . ) " T,

.

lts purpose is to spell out the roles of GSA and HUD in ensuring™ that
\

*" addfjuate low~ and moderate-inbome houging and housing in general is available

. withou% discrﬁmination on the basis ¢f race, color, religion, and national -
R A 7 A .
o?igin in the vicinity of space acquired or leased by#GSA GSA agrees _—

[ od . ®

*, to pursue the achievement of low- and moderate-incdae housing and- fair housing

’

objectivesyin all rdéterminations with respect to:the}location of federally-

4 constructed buildings and federally-leased buildings and space. - GSA retaing
' ’ ‘- 738

, ) aurhority to make the ultimate decision. concerning Federal space but agrees

that advice frém HUD concerning the presen: and‘planned availability of low~

- 4.«..—.,..._«‘..-.. L et S e PR

and moderate-income housing on.a nondiscriminatory basis 18 to be. the

’ o s

\ ) . ‘
principal basis -for its considerationlof'the fair-housing objectives.-

1

. 736. Other authorities-for the memorandum are Section I1 of the Housing Act

. of 1949 (42 U.S.C. § 1441 (1970)) which sets forth the national policy of
"the realizatiof as soon as feasible of the goal of a decent home and a
suitablé living environment for every American family....": the Housing and °
Urban Development Act of 1968 (Sections "II and 1601; 42 vu.s.c. 8 1701t (1970) > ~
and 42 U.S.C. 8.1441A (1970)) which reaffirms this goal the Public Buildings ~
Act of 1959, as, amended, 40 U. S.C. Ol -603 (1970); the Federal Property and
Administrative Services Act of 1949," as amended, 40 U.S.C. 481 (1970), which
give$ the Administrator 'of Giﬁ the responsibility for acquiring and assigning '

¥Yederal space. ’

\ S " LN
737. Title VIII of the Civil Rights Act was amendega:ogust 22, l974,to include '
provisions prohibiting discrimination on the basis of sex. It appears that as
of October' 1974, the Memor dum of Underatanding had not been changed to
correspand with the amendment's inclusion of sex. Telephone interview with-
John Melnik, Acting Director, Federal Bnildings Fund, Management Divislon,
Pablic Buildings Services, General Services Administration, Oct.‘l, 1974.

—

i 738. Section VI of the agreement states that ultimate decision will be based

\ﬂ upon the Administrator's determination that "such decision will improve the
management and administration of governmental activities and services, and

'\\will foster the programs ard‘°policies of the Federdl Government." - ‘

s » - . « . "
¢ ) . . 4 S . .
.
. . ° ° .
. .
. r\ .ﬁ' L
i ) 9 .t -
D ol g .
. t *
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. .
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HUD is recogngzed in the agreement "as' possessing the necessary expertise ; .

to investigats, determine ‘and report to GSA on the, availability °fl low- and-

Pl ¢

nmoderate-income housing on a nondiscriminatory basis. hUD agrees to make such S
i reports concerning housing in the vici»nity of proposed loca‘tions for' Pederal e
. ° P '

The- agreement also- tecognizes that HUD possesses the requlrede.i S
expértise to adﬂisé GSA as to the- steps necessary to increaSe "low- and moderaté- )

-— ) 739 7 .
income housing on a nondiscriminatory basis once a site has been seléqted. LN

GSA' and HUD agree/to develop an affirmative action plan to ensure an adequate
4

supply of low- and Soderate income housing if a site is seleeted t{ithout an

L} - .
8uch hous ing. . . ] . .

.

adequate supply of

. i

The agreemen\: makes no mention of assuring that any comunity selected

2

"doss not discriminate against women In the Hnanc“i“ng, “a“a‘Ie‘,' 6" rénta N -} Stk
, 740
housing. Sex discrimination-in® housing -is.prohibited® by ‘the Housing and T

Vi vy
Community Development Act of 1974 which amends {rftle VIIL of the Civil

. N -

Rights‘Act of 1968. If 1nortgage -financing is 'difficult for women tc\obtain '

in the area, t:his may preclude scine female employees ftom relocating with

their agencies, and GSA and. the agency iuvol\'ed must assume responsibility

- a\

for ensuring against such an occurrence.
+

' .
i , L 4

v
’

739, In order that HUD cat supply GSA with an adequate report SA ¥ >
to inform HUD at thes earliest possible time of any plans gpt acﬁh rigge“ ’ :

Federal space, - \

740, The authority for the agreement, Title VIII of the Civil Right t
.- of 1968, prohibits discrimination on 4he érounds of r&ce,"religigu,'orc

nationai origin in the sale or rental of housing. It does not prohibit dis-
criminatfon on the ground of sex. Nonetheless, sex discrimination in housing °
- where State action appears may;violate the l4th amendment “of the ! ‘
Constitition which guarantees equal protection of the laws for all persons. .
See Reed v. Reed, 404 U.S. 71 (1971) in which 'the Supreme Court ruled ‘
* that a provision of the Idaho code which gave preference to men over ,
women as administrators of a decedent's estate violated the l4th amendment. .
’ . .

\‘*< . 5“ .. 298 | ’
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80

The agreement contains a provision that it will be reviZQEd
1 year after its issuance and nodified to incorporate any provision
necessary to lmprove its eftectiveness in light\of actual experience.
As of May 1974, this review had not taken place (s

been conducted in June 1972 Nontheless bSA's Jentral\office\renorts

that all of its regl al offices are"gmp}ying with the agreemen;

pomrmerm e g e

<

) , 7"3 o

)

~ although 1t should have .

‘%2 ..

This assertion is based on central office reviews of regional reports.‘

P The central office does not plan to undedtake revievs following agenéy

elocations to evaluate the adequacy of ‘HUD-GSA procedures in the site

743
selection process.

° .
3

et tmaawse® v B @sams @ et o e @ bn s o v
.

Implementing Procedures

3

C.
’ 744

Vs

-

GSA and HUD procedures

- implementing-the Memorandum of ‘Understanding

more clearly defihe the ge;bonsibilities of the two agencies in the Federdl
A R

L ISNAY

741. “sa rLcently stated:

-~
A

]

LS

1

4

\

t

1]

-

This is notiabsolutely Ebrrect, since bo

GSA and Hdb issued implemen-

ting instructions during that month. ‘Driftts ‘of these instructions had

‘been published in the Federal Registet on Decembgyp,J1,1971. 'Comments
_ received in response to the draft were incorporatéd in thé June 1972

" instructions; thus, a limnited review was, in fact,.accomplished.

Sampson letter, sugra note 709.° . .
742, GSA response to “the Commission's April 1973 questionnaire contained
in/a letter from Arthur F. Sampson, Acting Administrator, General Services
Administration, to Stezgfn Horn, Vice Chajirman, U.S. Commission on Civil

Rights, June 7, 1973 ereinafter referred to as GSA response/. -

Interview with I.E. Friedlander, Executive Director, Public Buildings .

Service, General’Services Adminig¢tration, Sehe 19, 1973.
.

744. 41 C.F.R.8 1I01-17, Construction and Alteration of Public Buildings;
General Services Administrstiogb Oréer PBS 7,000.11, "Availability of Low-,
and Moderate-Income Housing-DHUD/GSA Hemorandum of Understanding of June 12
1971," (pubiished at 37 Fed. Reg. 11371, June 7, 1972); and Department of
Housing and Urban De!eIOpmqnt, "New and Relocating Federdal Facilities
Procedures for Alsuting Availability of Housing on Nondiscrimirfatory Basis ]
for Low- and Moderate-Income Employees," 37 Fed; Reg. 11867, June 7, 1972. .

”

N te .

*
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' ~ v ’ : .
spacé acquisition prqcese5by outlining'the considerations to be taken -

2 ”

into account in achifipg Federal space and the conditions under whigF
I 745 < Py
the agreement mugf be applied.
. "o

| Memorandum of Understanding adds to 'the. list of considerarions to be taken into

[

746

agcount.when acquitring Federal space, i}ncludiﬁg’availability £o§ employees

"of lqwf-and moderateé-income hoﬁs;ﬁg on a nond;eériminatory basis, and ngn-
T . . LY R
discrimination in the sale and rental of housing.

N [y

these factors is not clearly articulated, although the regulations appkar
) 748

’

R . 4 v » . . .
S to give more emphdsis tO some of the original list of cohsiderations.

2

v )

'

L s:i: - ' - . v . ) . . -
Q?.‘-Qas.k_Ihemﬁiocedqggs also detail .the information which.must be provided by GSA

to HUD about each space action, the specitid’gith‘for'HUD's reports, and

the requirements fot\:éfirmative action pians where HUD provides a negative
report concerning the™Spate in question, GSA's implementation of these >
procedures is discussed in Sectiopn II infra.

746. -These are consiéérations listed in Executive Order 11512. See p. 273,

suErao [ hd

° N

. 747.-.A1§o added to the factors to be considered are the adequacy of dccess from

.+ .other area¢ of the urban center and the availability of parking.

s R .. ] * . .
- 748, For é&ample, the regulations require that the availability of low- and °
moderate-income housing on a nondiscriminatory basis be “considered." -41

CQF.R. . 101‘17.102 ,(a)(6)o

the executive agencies involved.. 41 C.F.R. 8 101-17.102{a)(1). - .
r . ' ]
4
* : N .
)
¢ . ~
* 4 ‘ ) «
& <

GSA proceéures discuss the factors which the,

The relative importance o¢-

In contrast, they require that "material cdhsidera-.
' tion" be given to efficient performahce of the missions and prdégrams of '




It seems that the availability of housing on a nordiscriminatory basis

‘,should be'an.absolute requirement; that is, that no agency should be located

"in a cg-dunity which,does no;h:;’ﬁre open housing, By relegating equal .
housing opportunity to the'é atus of only one of a number of factors to be

considered the proposed regulations make. it possible for officials to
749 e K
ignore this factor, ;In Boston, for example, GSA off{cials stressed that

. /

GSA's role is to~serve/the agency seePing space. They stated that an agency

generally has -a site in mind and that GSA will~dQ all it can to secure that
) © 750
space unless the costs are exorbitant, They believed tbat implementation of

the agreement requires other agency acceptance and compliance with the basic
.. h 751
reasoning for the HUD-GSA agreement, In gereral, however, they. appeared to *
752
believe that implementation of the agreement was irrelevant,

pu ——— 4

749, This Commission's review of GSA's implementing procedures is contained in
a letter from John A, Buggs, Acting Staff Director, to the Commissioner of Public
Buildings, GSA, Dec, 3, 1971,/and letter from John A, Buggs, Staff Director-
:designate, to COmmissioner, Public Buildings Service, GSA, Jad. 3, 1972,

e s
750, Interview with "Andrew Canzanelli Jr., Operation$¥'Planning Staff, and \%
John S. McNaughton, Space Management Staff, Public Buxldings Service, GSA,

. Boston, Mass., in Boston, Nov, 14, 1972,

751, Sampson letter, supra note 709,

- -

752 Canzanelli and McNaughton interview, supra note 750, These officials believed
_that the ‘agreement was impractical,since it requires an investigation of fair
housing conditions for a site which could not be inhabited for another 5 years

and by that time the housing situation might Be changed._ Further, since these
fficials did not believe that housing discrimination is a problem in New England,
they argued that {t was necessary to look only at vacancy réte§ to determine if

Fondiscriminatory housing were "svsilable". 1d. .

‘A

*




qs7§3continuea to believe that it must.be permitted to‘select

N sites . which are inaccessible to low- and moder‘ate-inconie housing

on a nondi3criminatory bagis if these sites are rated favorably on )

754 . -

the other considerations éSA must take into account. GSA notes that by

- ‘-

-
> h ’

] . - . 1

753, GSA recedtly stated:

Generally in deciding which communities need a Federal
building, GSX bases its detérmination on the current

and future need for space as evidenced by existing -
leased space and continuing Federal requirements. c
It is important to point out that the amount of _

existing leased space is critical in determining the

eed for a Federal building and that leased space ‘is

igcquired in geographic areas selected by the agencies,

7 Therefore, in fact, GSA selects communities in which * . .
to build a Federal building only indirectly.- There T,
have been notable expections such gs Reston and the
Bureau of Standards facility in Ga?theraburg, but
there have been no such cases since FY 73....

-

o+

It should be emphasized that under existing procedures
the requesting agency, primarily, selects the geographic
acea in which they [sic! need to be located when the
acquisition is to be a “Federal building," Sampson
letter, supra note 709. . .

754, See U.S. Commigsion on Civil Rights, The Federal Civil Rights Enforcement
Effort--A Reassessment 40 (1973). = - + ; . .

-

- -

o
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284
/

statuté and Executive orderl'it‘has the authority and tesponsibility

-~

for mZRing final location determinations with respect to the comstruction

LY - . .
of Federal buildings and the acquisition of leased space. It points out that it

must take into account factors other than those which are the subject of
- 3
the Memorandum of UnderStanding. 1It, therefore, argues that it would be

impossible for éSA to reject{locations solely because of inad??uacy of
’ 755

low- and moderate-income housing on a nondiscriminatory basis.

’ hd i

The need to consider other factors, however, does not appear to

: . » . . 756
preclude the rejection of sites which do not meet fair housing require-

755. Id. This interpretation is also considerably more narrow than GSA's 1969
policy which piedged to avoid areas known to lack adequate low- and moderate-
income housing for Federal employees. 'This policy is outlined in a memorandum
from William A. Schmidt, Commissioner, Public Buildings Service, GSA, to all
GSA Regional Administrators;\"Availaﬂility of Low and Middlé Income Housing

i Areas Where Federal Facilities are to be Located,' Mar.- 14, 1969. See

also letter from John W. Chapman, Acting Administrator, GSA, to Howard A.
Glicksteim, Acting Staff Director, U.S. Commission on Civil Kights, May 12,

1969. e 3 wewe _
~ 1

756. GSA states that this Commission:

equates the term "Availability of low and moderate

income housing on g non-discriminatory basis" with the -
term "open housing' and is critical of GSA for not:
agddressing specifically the problem of open housing.

The terms are not always synonymous. GSA is charged

with responsibility of ensuring the availability of 1ow
anl moderate income housing on a non-discriminatory basis
which we do to the greatest extent practicable. Sampson
letter, supra note 709. ) .

-~ —~—

It should be noted that GSA regulations require that affirmative action

plans be developed not only in cases in which a proposal site is deemed

inadequate because of an insufficient supply of low-and moderate-income
housing on a nondiscriminatory basis, but also when “nondiscrimination

in the sale or rental of housing" is inadequate. GSA Order PBS 7000.11,
supra note 744, at 8 8(d).

)

hS
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" ments. The availability of housing on a nondiscriminatory basis
+ ‘Should bé made an absolute requirement, Subject to limited exceptions in

which the agency can sustain the burden of demonstrating that its IR

758 ’ 759 7
misasion demands location in a particulaf/pommunity. .
’ . - P ) i '
N

N b

757. GSA has stated:

¢ J GSA will.nbt select sites in those areas where there - ’
is an inadequate supply of low and moderate income
- housing available on a non-discriminatory basis without
the initiation of an Affirmative Action Plan. As '
indicated [in note 753 supra], the agencies make the
initial determination/as to the geographical area in R ’
} which they operate. It is then the obligation of GSA
to assure that the fair housing requirements of the .
Civil Rights Act.are satisfied in providing the S T
necessary space, for agency operations: This-is done
by virtue of our adherence to Executive Order 11512 o
and _the .GSA-DHUD Memorandum of Understanding. Sampson
letter, "supra note 709. .

The requirement for an affirmative action plan is discussed in ' »
Section III infra.

. e& ) s
758. While 1t"is clear that in jsome situations the mission of an agency
might dictate location in a particular area, such instances would be rare.
For example, there are agencies such as the Tennessee Valley Authority
or the Saint Lawrence Seaway Corpdration whose mission is related to a
geographic area. Similarly, the Bureau of Inmigration and Naturalization's .
Border Patrol protects national security by-screening individuals entering s,

United States and, therefore, must have stations located at points of

entry to the country. .
759. GSA stated that the agencies and not GSA determine the geographic
area to which the location will be made. Sampson letter, supra note 709.°
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- ‘. ‘ '
‘Although the Memorandum of Understanding applies to all GSA

lease and tonstruction activity, both HUD's endIFSA's implementing

procedures were designed to greatly Yestrict‘the activities 63 which = ' ' R

the agreement would apply. They limit the applicability of the

© 760 - o 761
agreement to project development investigations, site :i.nvest:!.gat:f.ons,"6
762 A 5 oYy
and major lease actionss R o 1 - c

> i 1
-~ Major lease actions are those lease actions where (1) 100 or more~

low- and moderate-income employees are expected' to be employed in the

space to be leased and (2) the lease involves residential‘relocation of

a majority of .the low- and moderate-income work force,theré\will be

a significant increase in transportation or parking costs , or traveb
' ' ' 763
time to the new location will exceed 45 minutes.” The agreement may also be

. ’ ’ 766 P
applied to any other action of special impdrtance. »

) ’ ) -~ 7 /7
) . ) ‘ . ’ ’ i -,
760.- A project development investigation is a field study resulting in a

compfehensive planning document containing the data and information T~

needed to fully justify Federal or lease construction, purchase of.a.building, - -
or major a1teration project for housing Federal activities.-

761, A site investigation is a field study to consider all potential locations
for a new project within, a' delineated area of a particular community and

te present, as an end product, three sites, ranked in order of desirability,
for the proposed project. = . :

2. A lease action is a lease of space by GSA for which there is no . ’
existing leasé (new lease), a lease by which .occupancy is ‘continued .
after expiration of an earlier lease (succeeding lease) oxr a lease ’
which cancels or xeplaces an existing lease prior to its expiration
(superseding lease). ' : s

763. Major lease actions also include lease actions which will result in »
a 20 percent increase in travel time if the travel time to the present

facility already exceeds 45 minutes.

’ 'l‘l

3% GSA retains authority, by thd regulations; to’determine what “lease
EKCionl might be of- "special importance." 3¢5 ‘ L
\ . ] .

-4



agency to a Sﬁilding currently owned or leased by the Federal »

V4 ‘- .287 . % ' ,

A The égreement does not apply to the relocation of a Federal . '

Q9

Govermment "or to a large number of lease aotions in which employees' l)
will retain their former hoysing. Indeed, in fi8¢81 year 1973, out ;

of a total of 1,831 lease actions, GSA determined that. the HUD-GSA B
« 765
agreement.was applicable in only 11 cases. While, this limitation
l ) i} Iy L3
in the agreement‘is'seemingly practical because it obviatés a review %

b

of situations in which most Federal employees are not seeking new e
: .« 766 7 ]
hous ng, the.outcome is to greatly curtail GSA's authority. It '

f‘1il§regards the possibility that employees are currently forced to

\'

€

B
LN
2

. . \ - .
» 1ive in segregated housing or housing peyond their budget. To

.

obtain: the greatest leverage, the agreement should be used’ to

require the development and execution of affirmative action plans

_to correct nousing defioiencies in communities in which Federal

t - Sy " ’ '
¢

" 765. letter from' John W. Melnik é‘Acting Director, Federal Buildings

Fund, Management Division, Public Buildings Service, GSA to-Jose
Garza, Equal Opportunity Specialist, U.S. Commission on Civi1 Rights, X

" Augz 28, 1973. .

. 166. GSA recently stated: ' . : - T

r '

[_jt should be pointed out that the great majority of the

lease actions cited-involve the expanaion needs of Federal
agencies at existirig locations and consolidation of

fragmented Federal activities. Some ctiteria must be established
as to those cases which will require HUD/GSA agreement '
application. Such criteria must meet existing budgetary 2

and personnel ceilings. We feel the current criteria is [sic/ -
sufficient. Sampson letter, supra note 709. °°

.
.
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. .

facilities %re currently located. e, N
- lnérodﬁcin; a requirement that the relocation of 100 or morev o )
;- ‘ low- or moderate-income employeef muat be involved causad hard- L ch «
ships to employees.of emaller installations.q For example, the \lf: 1’
i' Memorandum o£ Unde‘standing was not‘applied to\the*proposed ex--. o é‘

o 0.“

pansion of a National Park Service Station at Lukeville, Arizona. v
R ‘ R
~.JIn March. }973 there was no housing, at any price range, available

N T ]68,

for the 10 to 15 employees who would be working tnere. Clearlv some.

\ Federal action to provide houaing for these persons should be man-

A , . 3
. e LS
3 kg

datory. . : e Yo .-

-’

c' r - : L i o

** 767. The Commisnion interviewed staff from GSA's Public Buildings Service .
.in Denver, Colo., Boston, -Mass., Forth Worth, Tex., San Francisco, Cal.,_and .

v 7 Chicago, I11. These staff members generdlly .did not appear to have any con- "-
ception of the possible gains from using the HUD=GSA agreement to further |
fair housing throughOut the country. See, .for example, interviews with L,
Charles O. Fhomas, qurational Planning Staff; L.N.” Stewaxt, ‘Regional Director
Public Buildings Service, GSA,. Forth Worth, Tex., in Forth Worth, January ‘30,

~ l973, and Eldon L. Kirby, Operational Planning Chief, and G. C. MacClelland, .
Operational Planning Staff, Public Buildings Service, GSA San Francigco, Cal.; ”

in San‘Francisco, Mar. 21, 1973. ..

A 1 }
768. Rirby and MacClelland interview, sugr note 767.  Present employees at
- the Lukeville statlon live in trailers. .The failure to apply the agreement to
+ the Lukeville situation was of concern to staff in the San Frantisco Regional
HUD Office. Interview with June.Cleland, Program Management and Control:
Officer, Office of Equal Opportunity, HUD Regional 0ffice, San Francisco,
, Cal,, in San Francisco, Mar. 19, 1973.- ; : )
~ ! -
. GSA noted that it recognized that _ there was no housing available at
Lukeville and that it Jhad: .
"ﬁ .
requested funds from Céhgress to construct residences, ° Coe
obtained the funds, and will construct at least'12
reaidenci§“to house employees who will be working there.
N Consequently, not only did the GSA/HUD agreement not apply
- by its pwn_terms, but there was' no need for it in this
cage becaufe of prompt remedial action taken by GSA’'on

its own initiative. Sampson letter, supra note 709.

3(’?.

°
. » .
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1I. Execution of the Agreement and Implementing Procedures -
A. Information Sent From GSA to HID . .
. ’ v 769 . 770
£ , Juring - fiscal year 1972 and 1973, GSA tequested HUD ad-

. ,
- -
i “/ ' . H ~

s

-

— - 16;? . During fiscal yeay: 1972, GSA requested HUD advice concerning 21 site
.investigatioas, 20 projeit development investigations,and 22 lease actions. -
¢#0$A résponse to U.S. Commission on Civil Rights July 1972 Questiognaire
contained. in' a letter from Arthur F. Sampson, Acting ‘Administrator,- General .
Services Administration,’to Theodore M. Hesburgh, Chairman, U.S. Coumission
“ on‘Civil Rights, Aug. 2, 1972, and General Services -Administration, Projects
-".- Referred to HUD June ]'.,‘ 1971 to June 30, 1972, internal undated report.
» G “ . . 3
770. During fiscal year 1973, GSA requested HUDva’dvice for all of its
36 gite investigations, all of its 13 projeot development investigatioms,
"¢ and 11.0f its 1,831-lease actions. HUD advice was thus solicited for the
“following cities during that year: (in some of these cities, HUD advice"

_ wag solicited more than once) Region I, Boston,,Mass.; Region II, Camden .
and Primceton, N.J., New York and Syracuse, N.Y., and San Juan, P.R.; Region III,
Baltimore, Prince George's County, and Montgomery County, Md.; Parkersburg and
‘Wheeling, W. Va.; Region IV, Birmingham, Ala., Fort Lauderdale and Orlando,

~ 4, Fla., ‘Atlant®, Athens, ’and Rome, Ga., Hattiesburg, Miss., Winston-Salem,
N.C., Aiken and Florence, S.C., ,Knoxville and Nashville, Tenn.; Region V,

*’Chicago, Ill1., Indiandpolis, Ind., Akron, Columbus, Daytom, and Youngstuown,
Ohio, LaCrosse and Madison, Wis.; Region VI, cIowé City, Iowa; Jefferson City,

.*Mo., and Lincoln, Neb.; Region VII, ‘New Orleans and Shreveports La., Oklahoma
city, Okla., E1 Paso, Galveston, ‘and Laredo, Texas; Region VIII, Denver, Colo.,
and Aberdeen,.S.D,; Region IX, Tucson, Ariz., Berkeley, San Diego, Santa Ana,
‘Santa Rosa, and Van Nuys; Cal., and Honolulu, Hawaii; Region X, Anchorage,

i Alaska, Pocatello, Idaho, Eugene .and Portland, Oreg., and Wenatchee, Wash.

_ GSA: response, Supra note 742.,~ ' .

‘ : \ = - A

A




)

¢
3

\ "land supply the following information:
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771 C o
. vice 120 times. When requesting HUD advice, GSA«is directed by
] - ) . ) N

its procedures to inform HUD prqinptly of t:h;a7 pending investigation
) 772

(1) the number. of low- and moderate-income jobs anticipated

- a

at new or relgcated factlities when fully staffed and

-

(2) ‘the delineated area within which ' the sﬁécific site will be

considered or the lease action is anticipated. . . =

.

R -
GSA has generally given HUD information about the location of

. ° . .
the proposed Federal site, but it has been less consistent in supp}ying

*

771, The analysis which follows is based on a review of the GSA-HUD

»  correspondence concerning 30 of these instances, 25 percent of the

cases in which the agreement was applied during fiscal year 1972.
Yand 1973. The correspondence revigwed was principally from Region
"f (Boston), Region V (Chicago), Region VII (Fort Worth), and Region

IX (San Francisco), the regional offices visited by Commission .

staff in con}mction' with this study. ' ) v :

.
o

772. “GSA Order PBS 7000.11, supra note 744, Sections 8a and 9b,
In the case of a pending project development investigation, GSA
.- 18 merely required to supply HUD with a dgl’iu’eation of the area T
¥ being surveyed. . )

773. GSA and HUD define low- and moderate-income as being "equal to or
less than the median family income establislied by HUD for the housing
market area under consideration." In the case of Federal employees,
1ow- and moderate-income is defined as including "all grade levels
from GS-1 through that grade level the mid-point of which is nearest
to the dollar figure of the median family.income for the area."

GSA Order FBS/}7000.11, supra note 744 , Section 4 and HUD Handbook
8030.1, Chapter 1, Paragraph 3.b. o ’

]

N

L]
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: : . RN 774, g o A
HUD with the required empldyee information. As late as Jamuary \
19'{3, more than 6 t-nonths ‘after the implementing procedures were
1:s‘suéd, @D ’t?ad to request tih:ls _informat\:ton frou't GSA because it h,aé 175"

not: been routinely ‘forwarded in the gé’quest for 4 site investigation.

77%, A review of GSA's San Francisco and Denver Regional Office .
files indicated that the regional of fices did not always supply )

’, HUD with the necessary infbrmation an the number of low- and .
moderate~income employees to be assigned to-the proposed facility.

See letter from E.W, Baughman, Regional Director, Public Buﬂdings
Service, GSA, San Francisco, Cal., to R. E. Boldt, Assistant Reg onal

Administrator for HUD, San Francisco, cal., July 13, 1972, concerning

the selection of sites in Tucsoh, Ariz., Honolulu, Hawaii, Sap Diego, -
_fpanta_Ana, Van Nuys, and Santa Rosa, Cal., and letter «from-Jobeph ‘
L. Cohen, Acting Regional Admihistrator, GSA, Denver, Colo., to Robert

C. Rosenheim, Regional Administrator, HUD, Denver, Colo., July 19, 1972,

5

. ~ concerning a site ‘in Aberdeen, S.D. R

-~

775. Letter from George J. Vavoulis, Regional Administrator, HUD, Chicago, Ill.,

to John W, Chapman, Jr. " Regional Administrator,’ Chicago,' Il1, .
1973. This létter’conoe’tneg GSA's request for in‘f‘cs)%at:ion . g'con}xet’:t gg 9,’

with a site investigation in Madison, Wis. In April 1972, GSA requested

a report from HUD (letter from John V. Chapman, Jr., Regional Admini- s -0

strator, GSA, ChYcago, X1l., to George J. Vavoylis, Regional Admini~ -
stratot, HUD, Chilagé, Ill., Apr. 26, 1972) and as of December 1972,

) '-. .GSA had not supplled the reldvant information on low- and moderate~income

P

Jobs and the, delineated area of the proposed site. It fas a full ¢

_ sonths aftex" GSA's request to HUD "that HUD became mobilized to
request the 'missing information. .As of January 1973, HUD had not |
supplied its-report; See Memorddda to Files from Roger H. Hilgenbrink,

Realty Specialist, GSA, Chicago Reglonal Office, Dec. 11, 1972, and Jan.
8, 1973, . . ..

vy )
.

s
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B. GSA Requests for Information

1, Prlor to - the Issuance of Implementati ng Procedures R

The Memd}andum of Understanding requires that GSR’consult with
HUD concerning the present and planwed availability of low- and

moderate-income housing on a nondiscriminatory basis in the area L

- * )
in which a Federal building is to be cOnstructeQ‘or;leased.776 Prior

\ LA 9

to the issuance of implementing procedutes, however, GSA's requests

° -

foi*ng reborts’often, but.nbt always, faile& to make clear that such
. ! P L *
advice was solicited, inﬁicﬁting GSA's almost total lack of concern

B . . ‘. - .
with using the memorandum~tq ensure fair housing.

On August 23, 1971, mgig,:han 2 months after the memorandum

had- been signed, the .GSA Regional, Administrator in Boston wrote
. °S

to HUD: . \

\ .‘ - " ! . * . ' T S
0 R — ~ . . '
776. ’HUD—GSA Wemorandum of UndersE?nding, sugra note 735, Section 9.

777. These procedures were not issued until 1 year after the
Memorandum-of Understanding was'signed.

‘ .
/. - . N

} ey ] -

& -

-
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7 . : b . - . *
. Your counsel and advice during our investigation )
/of sites for the construction of a new Federaly N
Office Building in Manchester, New Hampshire/ ‘as
) provided for under Executive Order 11512, are
. - golicited. We wiM need assistance in.identify- .
ing and compiling information on the social and
economic aspects of ‘Manchester with particular @ * ™ ' '
emphasis on the programs of your department. 778 , -
 There was no mention that the report should ‘tontain an evaluation of
the availability ‘of 1dw=- and moderate~-income housing in thatuarea.. .
Thexe was n’mention._of the Memorandum~of tfn‘ders\,tandin'g. This ;efc[uest
L Y ~ N « b d -/
was apparently a standardized one uséd in many 'GSA r€gional -offices.. , . °

-—

It was used *13 a letter"‘concérning ;‘ShneVng_'i: ,Lﬁuisianh , from the GSA '

Fort Worth Regibnal Office to HUD #n September 1971, 3 months dfter
~ A T I T A
tfe memorandum was signed.”  The Chicago Regional Office made such a o >
R N y < 780‘ ’ PR *
request as late as April 1972.. o )

-

c

1
-

778. Memorandum frt;m Albert A, Gammal, Jr. Regional Administrator, GSA, Bostfm,v
Mass,.,to James J. Barry, Regional Admipistrator, HUD, Boston, Mass., "Site -
Investigation, Manchester, New Hampshire," Auge 23, 1971, A similar ;
memorandum cox{cerning" project development investigation in Springf:!:eld, N, 7
Mass.,had been sent from GSA to HUD 1 week after the Jmemorandum was ;

. gigned, See Memorandum fron Alvert A, Gammal, Jr., Regional Kdministrator ,GSA,
Boston, Mass., to James J. Barry, Regional Administrator, HUD, Boston, -

" Mass., "Field Survey, Federal Space Situationm, Springfield, Mass, 01103,"
June 18, 1971, a . '

779, Letter from .fay H. Bolton, Regional Administrator, GSA, Forth Worth,"
_Texas, to Righard L. Morgan, Reglonal Adpinistrator, HUD, Fort Worth,
Texas, Sept, 12, 1971, .

780, Letter from John U, Chapmah, Jt., Regional Aﬁministfat:or,’ GSA, Cl;icago, "\
Ill,, to George J. Vavoulis,, Regional -Administrator, HUD, Chicago, Ill.,
Apr. 26, 1972, . - i , '

. /‘ . .




In early Qctober 1971 the GSA Boston Regi.oml Director made a slightly

altered standard request; he indicated that his request concerning . : A
Pittsfield.. Magsachusetts, was made under the authori:y of both the

Executive order and the %lemorandmn of Un ndi\—"}lie asked for

. . 181 .
\\\inf&'nn.tion from HUD regarding HUD's "plans or:progr_am_s," but did not

[

mquire as to fair housing conditions in Pi.ttéfield. ‘It was not until

hter that month that the Regional Dsrector again wrote to- HUD concern:l.ng )
K

' Pittsfiélgl Maaoachusetts, and asl.ad f.or "ag statement on the stal'u of fair and .
T 782 . : .o
open housing in' the community in general " The patterh in other regiorhl v

783 ‘ .

: of&ea wvas similar, - 2/ .
\ ‘ “ . ‘, : ,:' - .' X ’ "

«

—~F
’ . ' .
781. Memorandum from Albert A. Gammal, Jr,., Regional Admi.nistrator, GSA, Boston,
Mass., to James L. Barry, Regioml Administrator, HUD, Boston, Mass.,
+ JField Survey, Federal Space Situationm,. Pittsfield Mnssachusetta," Oct, 7,
1971,

s '

' 782, Memorandum from Afbert A. Gammal, Jr., Regional Administrator, GSA,«
Boston, Mass., to James J. Barry, Regionafﬁdministrator, HUD, Boston, Mass., .

¢ " -vFederal Space Situation, Pittsfield, Massachusetts," Oct.” 21, 1971,

783. For example, it was not bntil ‘November 1971 that the GSA Fort Worth Rqsionll
Office modified its standardized request for information, a letter to i
HUD concerning New Orleans, it mentioned the: authortt< of the memorandum

and regueeted information on low- and moderafe-income housing, and for a

"stat on the status of Fair and Open Housing in the community in general."
Letter from Jay H. Bolton, Regional Administrator, GSA, Fort Worth, Tex.,

to Richaxrd L. Morgan, Regional-Administrator HUD) Fort Worth, Nov. 20, 19A.

It was-not until June 1972 that the San Frapcisco> gional Office made a
request for 4 statement on-the status of fair and-open housi " This was

mede in 8 letter from T,E, -Hennon, Regional Administrator, G San

, Frané¢isco, Cal., to Robert E. Boldt, Assistant Regionsl Adminiatrator, .

' HUD, San Francieco, Cal., Juae 9, 1972. .

L




4 .
. > * Vd

)

TQ{oughout fiscal yeat 1972, GSA's requests for HUD advice on

¥ ~

- housing‘on-a nondiscriminatory basis continued to be hapha1atd ngiqz ’ |
asked

. examplel in February 1972 » -concerning Galveston and Houston, GSA

Afor det’iled information which would assist in "detetmining the - ~
. AVeilability of ‘and accessibility to low- and moderate-income housing . - v
784 -
fot employees at the proposed site. Rega;ding open housing, however, N

GSA wrate ‘to HUD only that: . b “a

 Your report should conclude with a statement v
.concurrénce with our proposed delineated area, '
with respect to the availability’apd atcessi-
~ .bility of low- and moderate-income thousing on a
nonoiscriminatory.basis for the lowet income
employees whose jobs will be moved as a result of
' . this pew lease action., 785

S

-

. 784, Letters from Jay H. Bolton, Regional Administrator, General Services-
Acm inistration, ?ort Worth, Texas, to Richard L. Morgan, Regional
"Administrator, Department of Housing and Urban Development, Fort Worth,
Tex., Feb. 3 and Feb. 2Z, 1972. 1In both cases GSA asked for:

. \ .
1. Summary information concerning the general type, locationm,
. cost, and current availability of/;lt’tocaf housing. |
‘ - ~ ) e )

2. Any publicly-assisted housing built in recent years and the !

current approximate vacancy ratio.

|
\

3. A listing of current proposed planned low- and moderate-income
¢ housing. 1

”
~

4. Geographic areas, of urban renewal.

5. Maps indicating public transportation, locations cf low- and.
moderate-income housing, urban renewal, community renewal, and
model citiesiprojects.

785. Id,

EC L. . \ 314
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\ , ” N

. Sach a request is unacceptable, as GSA does not have the resources %o

make an adeduate, indevendent judgement regarding fair housing. The agre?ment
8b

reauires that HUD's advice and not simply that concurrence be solicited.

-

1

In Ap;il 1972, ‘concerning Riverside, California,'GSA asked HﬁD for

. "a general stateément as to the availability of 1bw- and modefate-income
. 787
housing on a nondiscriminatory-basis.” Since the request was only for a

general statement, GSA placed né‘responsibility on HUD for an indepth

]
, investigation. ’ - ‘ g\
“ ¢ .
’ 2. Under tie Implementing Procedures

- H

GSA's implementing procedures issued in June 1972 made clear what advice

-

should be solicited by GSA from HUD. Following receipt of GSA's request,
_ A * 2 788

- . ’

, HUD is required tc provide GSA with the following fair housing information:

- A delineation of subaréas which appear accessible to low- and m)derate-
¥ ’ .
income housing on a nondiseriminatory basis and those which do not.

4

- A 'determination of the extent of discrimination in the sale and rental-

of housing .

786. GSA stated, "HUD knows well our purpose and intent and should provide
the necessary information for us to act in accordance with Executive ~
Order 11512." Sampson letter, supra. note 709. HUD's failure to provide
the necessary information in response to GSA's inadequate requests is
discussed on pp. 300-03 infra. .

-

-
- +

RN

787. Letter from T.E. Hannon, Regional Administrator, GSA, San Francisco,
Cal., to Robert E. Boldt, Assistant Regional Administrator, HUD, San
Francisco, Cal., Apr. 14, "1972. _ J
788. GSA Order PBS 7000.11 Sections 7, 8, and 9, supra note 744. If .
such a reporf has been previoustly developed on the area in question, -HUD
* 18 only required to update that report relative to the availability of
housing on a nondilcriminatoty basis and the availability of low- and
moderate-income houging in the delineated areas.

EKC .17 315
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‘ In addition, in-order to {emonstrate the availability of low- and
789 - “

moderate-income housing, HUD is required to provide GSA with:

(1) Summary information on the type, locafion, cgst,.and Qﬁcangy
rates for all housing i; the area.

() A list;ng, by location, of HUD—sub;idized hogsing in the-area,’/
including the Yaciqi occupancy and vacancy rates éf such housing. .

(3) An estimate, By location, of all other low= and moderate=income

790
housing meeting'sgsndards for relocation housing, \‘and inciuding the
RS

. ~
racial occupancz/and vacancy rates of such housing. -

(4) A listing by location of all subsidized housing planned within'®
the next year.

‘ r

(5) A listing of competing disﬁlagsment needsgfor-the subsidized
v - -
housing.

(6) A delineation of the geographic boundaries of urban renewal , model .
cities, ;nd.neighborhbod ﬁeve%opm%nt pr;jects. - it ’
In addition,~i£ specific sites are identified, HLD is required‘to
examine not only the housing situation, but also the transportation system,
\\\\L?Gglic transportation from nondiscg}mfnatory low- and moderate-income housing
to the faéility 1s-req91red to be available with sche&ules conveniently close

to opening and closing of business, Travel time on public transportation to -

the proposed site is, requixed to be equalto or less than that from housing of

‘. 789. Id.

790. HUD relocation standards are contained in the HUD Relocation Handbook
(1371.1) Chapters 2 and 4, €July 1971), .

g % 316
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higher-income employees, Where public trans.portation is .inadequate: a) travel

Ly

_ time by automobile may not exceed travel time for higher-income employees and,
»
b) the monthly cost of parking may not exceed the average of 8_ hours'
) / . _ 791
wages of low- a;c? moderate-income employees at the .facility,

791. General Services Administration, PBS Order 7000.11, supra note 276 and

‘Department of Housing and Urban Development, New and Relcc ating
Federal Facilities, supra note 276. This provision is of particular
importarce to minority and female employees, many of whom are of low~ and

*
a

moderate income, As of July 1972, nearly 80 percent of American households owned

automobiles, However, only 53 percent of all families with incomes under
"§5,000 owmed cars:and only 41 percent of all families with incomes under
$3,000 owned cars. Only 54 percent of all black families ovmed cars.,
Similar data are not published for Native American, Asian American, or
Spanish speaking background families. They are not published by sex of
head of household. U.S. Department of Commerce, Bureau of the Census, .
Consumer Buying Indicators, Series P-65, No. 44, "Household Oimership of
Light Cars and Trucks; July 1971" (February 1973).

-
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GSA's commitment to ensuring Jair housing, ‘as evidenced by its
letters to HUD, did noﬁ)appear to increase appreci;bly in fiscai
year 1973, following the issuance of the 1mpiement1ng procedures.' In
) Séptemﬁer 1672, scverdl éontﬁs after the implementing proce@u!ncchéd
been 1psueh, a standardized letter,sim;lar to that used a8 yaar befoié
. .by CSA regionhl offices was sent from'the Dallas office asking for
"assistance in identifying and coﬁpgiing information on thelsoéial
: 7 4

and economic aspects of El Paso," with no mention of fair housing

.

conditions at any incond level.
*".Moreover, GSA's redquests often continued to fail to mention the

need for information on the extent of discrimination in the sale or L

’

rental of housing, regardless of income level. They were often unnecessariiy
limited only to inquiries about low- and moderate-income housing for Federal

; 793 - -0 . . - &
employees, although GSA's responsibilities provided it with leverage to .

ensure that fair huusing becomes a reslity whenever Egﬂe;al agencies relocate.

792. Lletter from Jay H, Bolton, Regional Administrator, GSA, Fort Worth, Tex.
to Richard L. Morgan, Regional Administrator, HUD, Fort Worth, Tex.,hSépt.

26, 1972.

793, The Memorandum of Understanding states that GSA will consider the
availability of low- and moderate-income housing on a nondiscriminatory basis.
Memorandum of Understanding, supra note 735, Section 3. Neithéer: the
agreement nor the Executive order appear restricted in their coverage to

- housing for Pederal employees. ' Y o

Bl . o

._ o
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| For example, in July 1972, concerniné'oroposed bnildings in Tucson, * ’

) Atizonp; Honolulu, Hawaii; and San Diego, Santa Ana, Van Nuys, and Santa’ - T

Rosa, California, GSA wrote to HUD:’ . . -

It is requegted that.a report be submitted on ) © L
the availability of low- and moderate-income :
housing on‘a nondiscriminatory basis.... If .
- your report indicates that the supply of low-- . 3
and moderate-income héusing on a nondiscrim® N ,
inatory basis is inadequate to meet the needs

o of the personnel of the agencfes...it is re- ’ e T
quested that...action be initiated in con- : ¢.
- Junction with General.Services. Administration N

to develop an affirmative action plan.... 794

3. HUD's Reports to'GSA . Cot ! . .

G\SA' requests for HUD advice greatly affect the reports wvritten by -
HUD. This is evident because, despite the specificit; \of the Memorandim of Under- 4
standing and implementin_g_glrocédures as to what information should be provided, HUD ’o
has frequently ignored these requirements and based its reports upon the requests | . ; 1

made by-GSA. For example, when GSA failed to request fair housing informstion,

1

. e N
794, Letter from E.W, Baughman, Regionai Director, Public Buildings P
Sexvice, GSA, San Francisco, Cal., to R.E. Boldt, Assistant Regional M

Administrator, HUD, San Francisco, Cal., July 13, 1972, GSA's requests
for information concerning Laguna Niguel, Cal., and Aberdeen, S.D., were .
similar, Letter from T.E. Hannon, Regional Administrator, GSA, San “
Francisco, Cal,, to R.E. Boldt, Assistant Regional Administrator, HUD, .
San Francisco, Cal., Jan, 11, 1973. Letter from Robert C. Rosenhein, f

. Regional Administrator, HUD, Denver, Colo., to Joseph L. Cohen, Acting
Regional Administrator, GSA, Denver, Colo., July.27, 1972.

o
[
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* fact, GSA has indicated that if HUD does not provide an adequate report, GSA - )

- 795,

* Francisco, Cal., Dec. 6, 1972; and Riverside, Cal,, letter from Barbara A, Bell,

N

. . " 195
‘MUD generally failed to supply it.

°

+ . In contrast, whe‘:‘n GSA asked for informat':iom\concetning the availability

of low- and moderate~-income housing oh a nondiscriminatory basis, Hf'D:wal ltﬁe.l? . S
) . t 796 " h
to indicate whether or not it believed that such housing was ava‘ilable.". " ‘

y

Whe‘n GSA asked for concurrence with the proposed delineated areas; HUD meérely ... &
. . R 797 ’ n * ’ . ./ ‘
indicated that it concurred. . \ : . e ¥

~ <

When HUD's fair housing information was inadequate or omit:t\ieq altogether N

from i;s. reports, GSA was not likely to call this to HUD's attention. In

. . 798 , ) . © - .o
will "move on to build.” ) . S

.

’ . ) . . «

' K]

s See for example, correspondence concerning Springfield, Mass. (Memorandhin * «
from M. Daniél Richardson, Area Director, HUD Area Office, Boston, Mass., to .
Robert . LaPlante, Assistant Regional Administrator, HUD, Boston, Mass., "Social
and Economiq Import of a New Federal Building, Springfield, Mass., "Sept, 18, 1971)
and Shreveport, La. (Teletype message from And¥e J. Bouchardon, HUD Area Office,
New’Orleans, to Jay H, Bolton, Regional Administrator, GSA Fort Worth, Texas, Sept.
1972.) 1 In Springfield, Mass., GSA staff, reqognizing that HUD's report was :
inadequatej went to the s?ingﬁeld planning department-to collect their own )
information. GSA found,, for example, .that much of the public housing was ‘concentrated
‘4n an area on the outskirts of the city to and from which there was no public
transportation, GSA, however, approved the site, Canzanelli and McNaughton
interview, siipra note 750, - . . ‘

Lo e
26, BT

LN

\ -
796, See-for example, correspondenég <oncerning: Tucson, Arizona, letter from Andrew
Bell, Deputy Regional Administrator, HUD, San Francisco, caly, to EoWe Baughman,
Regional Director, Public Buildings Service, General Services Administration, San

Deputy Director, HUR Area Office, Los Angelgs, to T,.E, Hannon, Regional™Administrator, v
GSA, San Francisco, Cal., Mdy 27, 1972, /= :'1,\ -

797. See letter from Richard L, Mofgan, Regional Administrator,, BUD; f&:th Worth, Tex.,

to Jay Bolton, Regional; Administrator, GSA, Fort Worth, Tex., Dec. 12, 1972, . .

798, - June 1973 Friedlander interview, ggp_:_a,.note 743,

. \ * * ° v
S ‘ .
NP
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e In ome notable case «= E1 Pasgd, Texas/~<-GSA"s Septémbet 1972 request

-

failed to ask for feir honsing ‘"‘infomation. HUD failed to supply tt. GSA

)

. wrote again to HUD asking f.or concurrence in its’ choice of a site, again failing

t,o ask for fait housing information.

HUD ptovided that concurrence without ever

teporting on the fair’ housing situation “in E1 Paso. 9 7 \ ' ‘
o . In at least one instance, it nppears that GSA 414 ngt request HUD. ., ' ," )
nsi/.ptsnce concernfng a site to which the HUD-GSA Memotendum of . Undetstanding ) }
P4 applied In the San Francisco region, GSA proposed thtee balifofnia sites for a social .
N T "

u -

. ° -t
e 799. See letters from Ricmrd L. Morgan, Regional Adminiotutor, aun, Forth Worth,

, "<vTéx., to Jay He. Bolton, Regional Administrator, GSA, Fort Worth, Tex., Qct. 25, l97..,
"+ and Dec, 12, 1972, and letters f?om Jay He Bolton to Richard L. Morgan, Sept., 26,
l972, ‘and Nov. 15, l972. < ~

- g .
. . . o

"in Janudry 1972, did not seek informati

‘on fair housing, although GSA's letter’

where there was adequate housing on a nondiscriminatory basis,

T to HUD indicated awareness of the requirément for‘locating Federal facilities

HUD did not supply

-on

fair housing. informationso-GSA subsequntly issued a followup report requesting

“fore-information -on low~ and noderete-in\come housing, but it never pressed HUD for

. fatr houling information,- -See letter from T.E. Hpnnon, Regional Administrator,

r - General Services Admifistration, San Francisco, Cal., to R.E. Boldt, Assistant Regional
Mministrator for Administration, Department of Housing and Urban Development, San
_Francisco, Cal., Jan,. 11, 1972; lettér from E.W. Baughman, Regional Director, Public

’ Buildingt Service, General Services Mministution, .San Francisco, cal., to ‘Barbara ~
A, Rell;’ Acting Area Direetor, Depattment of Housing and Urban Development, Los -
_ Angeles, Cal., Mar, 16, 1972; and letters from Barbara A. Bell, Deputy Area Director,
.2 Depar t of Housing and, Urban Development, Los Angeles, Cel., to T.E. Hannon,
_ Regional
GSA .recently informed this Commission that: . .

‘Both agencies pursued the matter further and-DHUD dltimately
-concluded that low and middle income housing at Laguna-Niguel
vas inadequate.. .As & result, GSA, DHUD, and local interests
are 'developing an affirmative action plan.. sampson letter,
supra note 709. N

GE"A does not appeat to contest the Comieuon' statement that GSA did-not
"seek’ informatiop from HUD on fair housing near the laguna Niguel site.

[ " .

- ot - U < ' v oa ?

o .
Y > - . . ?

o

W . -

. : - o4
) , . Kz R .

iq.ifarly, GSA 8 request for Hlm‘lldvice co#cerning Haguna Niguel, calft rnia, ’

.

niatutor, Genera? -Services: Adminintratiorr, Mar. 10, 1972 and June 28, 1972.
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. . 800 N . * 801
security payment center: Richmond, Ssn franciésco, and Oakland.'

HUD léir_ice' was solicited only with tegard to the Richmond and Oakland

-. 802 , , ,
sites, “~ thus, G§A did not determine if San Francisco might be a

more advnntage‘eus site thae Richmond or Oaklan& in terms of fair

- housing or the avai.labi.l:lty of 1ow- and moderate-income housing. GSA's

regionel steff stated that the Richmond site was aelected by GSA's central.

office, tmplying that reaponsibility fé; any failure to observe the
‘803
agreement rested with wuhington The central office, however, 1ndiceted

i
1.cs belief that the requirements of the agreement were executed at the

~ . 804
regional level,

T C. Ecif cations tor HUD, Regorts S

GSA and HUD have not specificslly delinested how nondiscr;mination

shall be measured. As a result, the quality of HUD reports has at pest been.-

-
o

uneven. I aome‘ cities, HUD used the presence or absegee of complaints as its

-
.
-

3 1 -

v
.

~ -

"800, Cleland interview, supra note 76R.- Mz, Cleland stated that she beli.eved
that” HUD should have ‘been consulted with regaxd to this site. Id.

A}
. t,

801. Kirby intcrview, supra note 767, . o .
¢ 802- GSA reé;;onse;x’_::ug'ra note 742. .

803, In 1973 and "T97% the Center's functions—were-carried vut at Social Security

Administration offices located throughout the San Francisco Bay area. GSA estimated

that: half the Center's, 2,000 employees were emolpyed at grade levels GS-6 and lower,

GSA also reported that; according to the Social Security Administration, a large »

nhu:ber of the employeea were one of two wage earners in a family, Relocation mighty
¢  therefore,create problems if both ddd . ore

e 742. P not wish to relocete Kirby {nterview, supra

“

804, When the three sites were first proposed, mzw did an analysis of the resi~

dential patterms of current employees’ of the center. It showed that they lived all

over the San Francisco area. It did/fiot indicate the number of’ employees vho would

£+, have to relocate in order to work at each of the proposed ai.t:es. . . '
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principle measure. For éxample, HUD based igs approval of pittsfield,

mdaachz;etts, on.the fact that the I;ostgn Regional Office had "not :
egcoun‘te:led'any cod:blaianotss or other indications that there is not .fair
housing’ in ;bat c Y. HUQ also approved Aberdeen, South’ Dakota,
v.ttiting to GSA that 1t.i1ad received only a '"few complain‘ts from renters,
Put none- from home c.nmers." In a city with a total and minori’cy ) )
806 it would be difficult to equa@te Y K
few b‘omplaiaéc" with” the absence o‘f discfimina tion.am. HU\D, nonetl;ele,ss, ) f,

population the size of Aberdeen,

éohc_ludéd,_ “Generaily, ‘it appears that housing in Aberdeen is without °~ °
- 808 . ' ‘-
ty.scr_imination," . : : - .
14 B " :
5 .

- &
L

’

Ly

805. Lette"r from James T. Bét Regional Administrator, HUD, Boston, Mass.,’
°to Albert Gammel, Jr. Regionalrxamin strator,/GSA, Boatox’x, Mass,, Nov., 10,’1971. ?

L]

v \ -
806. As of the 1970 census, Aberdeen, S.D. had 26,476 inhabitants and only .
-18 were of Spanish’speaking backgroun&; 7 were blacks 289 were Native Americans,

-and 18 were Asian American. U.S. Bureau of Census, Census of Population 1979,
Final Report PC (1) =~ B-43 (S.D.), - Table 27, and telephone interview with
Beverly Baca, Ethnic Origins ‘tatistica Branch, Population Division, U.S. Bureau
of Census, Apr. 2, 1974,

807. The absénce of cohplaints has never been a reliable indicator of the R
absence. of discrimination and it is inexcusable that-HUD would rely on guch a
superficial tool. The Commission has commented about this in The Federdl Civil
Right Enfaorcement Effart 566 (1971) and Tq Krow or Not to Know: Collection and

umm_ﬁ_zmmm 61 (1973), 1t is clear that some HUD staff
members, had the®uwisdom to look beyond the volume of complaints, For example, -

in a letter .to GSA, HUD's Atlanta Regional Office stated that com laint activities
do not represent the scopg of discrimination. letter from T.M. Alexander, Jr.,
Acting Regional Administrator, HUD, Atlanta, Ga., to J.E, Smith, Regional
Cémmissioner, Public Building Service, GSA, Atlanta, Ga., Feb, 14, 1973,

B08. Letter from Robert C. Rosenheim, Regional Administrator, HUD, Denver, Colo.,
to Joseph L. Cohen, Acting Regional Administrator, GSA, Denver, Colo., Julv 27,
1972. ! o )

-~
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In Pﬁoenix; Arizona, HUD contended that open housing existed ,

affirmative marketing
N : \e
j/In principle, the existence of HﬁD-appro%ed affirmative

‘ /‘\
in the community because the city had submitted an
" 809 .

S

.plan,

marketing plans should be important consideration in determining the
P ap ! g

L]

fair housing' posture of a commmnity, Nonetheless, HUD has not been

. » L~ . o

monitoring ;t§ affirmative marketing plans and thugs does not know
i w S 810
"whether they are being followed,

Al

l‘. '

)

, I ( . ‘ M i .
809, HUD algo noted:that Phoenix has a fair housing law and that a major
relocation.of employees wguld be involved, See letter from H.R. Smith,

- Director, Federal Housing Administration .nsuring Office, HUD, Phoenix,

Ariéona, to Robg;t H. Baida, Regional Administrator, HUD, San Francisco,
California, Aug. 22, 1972, and letter from Robert H, Baida, Regional
Administrator, HUD, San Francisco, Cal., to T.E. Hannon, Regional
Administrator, GSA, San Francisco, Cal,, Nov, 21, 1972;

810, See .Chapter I/ Department of Housing and Urban Development, Section IV
A2, supra. . . o

] y
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In Madison, Wisconsin, HUD wrote to GSA that it had consulted with

« the National Association for the Advancement of.Colored People (NAACP),

1 -

'the Urban League, and State officials to. determine vhethex, there was ' v

: 811 '
housing discrimination in that city.  GSA commented that HUD's report’
812 4
concern‘i_ng Ma(.diaon was excellent. )
. D .-

In many instances, however, HUD merely commented that adequate

\

low= and moderate-income housit)g.on a nondiscriminatory basis was
availgble.\ but did-not:_justﬁfy <how it ha(c.l reached t:h?.'s det:e'rminat:ion.

In otheér cases, HUD did little regearch on the status of open housing

in the’ community reviewed, but based it:s belief primarily on the \\/

" fact that there would be sufficient housing avgilable on a nondiscriminatory

. basis because there would be no major relocation of employees and no

’ 813\ ) . -~
major hew hirea. \

The correspondence concerning Galveston, Texas, illustrates many of t:he .

weakneasea in GSA's iﬁ\plementat:ion of the Memorandum of Underatqnding. In

$

November 1971, HUD foynd that t:he'loéal attitude toward open houaing was poor.

»
13

i
: ¢ . "7, ’
"811. HUD also noted that there vere few complaint:a filed with the fladison
Equalfo?port:unit:y Commission and none with the Wisconsin Department of
Labor, Industry, and Human Relations. Attachment to letter from John W.
‘Chapman, Jr., Regional Administrator, GSA, Chicago, Ill., Jan. 1, 1973.

812, Memorapdum from John W. _'chapman, Jr., Regional Administrator, GSA, /
Chicago, to the Assistant Commissioner for Space Management, GSA,
"Ma{lison,. Wisconsin--Federal Offi,ceQBuilding," Jan. 18, 1973.

A .
813, | Seeyfor example, -reviews in Santa Rosa and Van Nuys, Cal.

-

’

¥ “ *®
-
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HUD stated that there was ''strong opposition" to subsidized hou\ins and to the
/ " . ¢ N N ‘
"construction of decent housing, open to all families, in. good neighborhoods and

L 4 .
on good sites.” HUD/{:?dientgd that,neighb&hoodo in Galveston tegded to be

’ . ’ - . : 814
racially ummixed and that-Galveston d1d not have an open housing ordinance.

. Despite that repoy(;{UD subsequently wrote to GSA stating its concurrence

~—

with GSA's choice. - HUD stated: N . *

. N 3 -«

. | Galveston still does not have an open housing '
' ordinance. However, in absente of such an
. ordinance and, in fact, if th [sic] had one, our

- Title VIII and Title VI regulations as well as our
recently established affirmative fair housing market ./, .
requirements will serve to ensure that the housing
is provided to eligible applicants without regard to
_face, creed, color, or national origin. 815 ’

-

HUD clearly provided insufficient information to GSA and

has provided concurrence to GSA's.choices when it should not have. If
the. existence of title VIII of the 1968 civil Rights Act, Title VI of the

1964 Livil gights Act, and regulations to implement those titles viere

sufficient to ensure fair housing, this would be true in all geographic areas

-

and the 1971 HUD-GSA agreement, written long after Title VIII and Title VI,
would be unnecessa;y: The fact is, however, that dincrimina'tion occurs

regardless of these laus and regulations. It is particularly i‘onic
' \

Sl4, MHemorandum from G.R. Terry, Director, Economic and Market.Analysis
l}iviiion, to Breaux Castleman, Kegional Economist, HUD,. rort Worth, Tex.,
"Houbing Market" Assessment for Galveston, Texas, Requested by General . -
Services ‘Administration,' Nov. 18, 1971, tranamitted in a letter from -
D.W. Baker, azsistant Regional Administrator for Community Planning and
Management, HUD, Fort Wortlf, Tex., to Jay H. Bolton, Regio Administrator,
GSA, Fort Worth, Tex., Nov. 23, 1971. ‘ )

<

815. Letter from kichard L. Morgan, Regional Administrator, HUD, Forth Worth,
Tex., to Jay H. Bolton, Regional Administrator, General Services Administration,

Fort Worth, Tex., Mar. 3, 1972. Mr. Morgan wrote a similar letter to
Mr, Bolton o May 3, 1972, concerning the fact that Oklahoma's fair
@ Mousing law was not viewed by HUD to be substantially eqmlva&ent to
B itle VIII. .

G

A ruiToxt provided by ER

e 326

—

A

e



that HUD determined that the absence of a\\iur housing law in.Galveston

was irrelevant,since the existencé of a State or local fair housing 1&:1
) 6

. . * . .
vas frequently central to HUD's approval of a proposed site else‘where. /

Another‘weakngss of HUD's rei)ort:s wag that they did not generally look at
[ ]
‘fair housing conditions for specific nonblack minority groups. In fac‘t:, the
f . *
Aberdeen, South Dakota,review was the only instance in which the Commission

L ‘founci_any HUD report to contain mention of a racial of ethnic group other than

bl.acks. This occurred despite the fact that the cities reviewed included .

$ . .
Santa Ana, California, and El Paso, Texas, wi¢h large Mexican Americ_an popula-~

, 4 817
Massachusetts, with a sizeable Puerto Rican population,

3

.

/

_816. For example, HUD ‘Indicated that the 1968 fair housing<ordinance passed
by the city of Phoenix "will provide increased opportunities for minorities

to secure-housing” in the metropolitan area. Memorandum from Merrit R.
Smith, Director, Federal Housing Administration, Insuring Office, HUD,
Phoenix, Ariz,, to Robert H. Baida, Regional Administrator,°HUD, San
Francisco, Cal., "Report Required by GSA Memorandum,' Aug., 22, 1972, In
. Tallshassee, Fla., HUD found discrimination in the sale or rental of
housing in part because there was no State or locgl fair housing-lgw.. -
Letter from T.M. Alexander, Acting Regional Administrator, HUD, Atlanta,
Ga,, to J.Ed egional Commissioner, Public Buildings Service, GSA,
/Atlant:a, Ga<, Feb. 22, 1973.

Y

/ 817. As of the 1970 -census, the total population of Santa Ana was 156,601.

Of these, 30,652 (19.6 percent) were ‘af Mexican American origin, In El Paso,
the total population was 322,261 and 162,357 (50.4 percent) were of Mexican
Anmerican origin., In Las, Cruces the total population was 37,857 .and 17,477 -
(46.2 percent) were identified as being of Spanish origin., In Springfield,
Mass., the total population was 163,905 and the Puerto Rican population was .
3,101 (1.9 percent)., U,S.' Department of Commerce, Bureau of the Cénsus of
Population, Final Reports PC (1) -Bi (U.S.), Table 667; PC (1) -Al (U.S.)
Table 31; PC (1) ~C33 (N. Mex.), Table 112;and PC (51) -30, Persons of
Spanish American Ancestry, Table 2. Other sources estimate the Puerto .
Rican population in Springfield at up to four times the cdlculation of the
Bureau of Census. See U.S. Commissionr on Civil Rights, Counting’ the -
Forgotten: The 1970 Census Count of Persons of Spanish Speaking Background

in the United\States (1974), and Massachusetts State Advisory’ Comnittee to
the United States Commission on Civil Rights, Issues @f\Concern to Puerto

(& “cans _in Boston and Springfield 79 (1972).
1. ) ’ . - 32’? . M \£

2

tions; ‘Las Cruces, New Mexico, with ‘a large Hispanic population; and Springfield,

“




While the criteria HUD used to assess)pondiscrimination in the sale
and rental of housing were varied, not one of the HUD reports was compre-

hensive. No HUD reports .appeared to be based on a full-scale compliance

eview qf~the city concerned. One of the major. reasous for this_is that,

i_Q*f;:hough the inplementing procedures state that HUD will 1nweatig§te fair ‘ ,

{

housing in the commnity in question, they provide almost no detail on how

L° " to conduct such an investigation. It is essential that-such investigation

include a compliance review with the following components:

818 - L
. (1) Testing  of new and existing rental and sale housing at all ‘

{ptome levels by appropridtely trained persommel. "Since HUD suffers from

3

818. Testing is a method of determining whether discriminatory practic-s

exist in’ the sale or rental of housing by comparing exﬁ%riences of
minority and nomminority "homeseekers." Although some local government3
Liave antitesting ordinances, the Civil Rights Division at the Department .
of Justice has taken action aimed to get several of these repealed. At

the request of the Department of Justice, the C1t¥ of Madison, Wisconsin,

repealed its antitesting ordinanceé-and the City of Milwaukee Segan action o
for the repeal of a similar ordinance. 1In addition, the Department of ' .
Jusiice .sought tc participate in a private suit seeking to invalidate the
antitesting ordinance of Upper Arlington, Ohio. See pepartment of -justice
Press Release "Justice Dapartment Posts New Records in Entorcement of Civil
Rights Laws," Jan. 14, 1974. d

’ a

.

\

N
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a shortage of equal opportunity ztaff, it may be necessary to contract

this responsibility to local fair housing groups and organizations

with experience In testing. The funds for these contracts could be
‘furnished either by HUD-or GSA. S,
(2) A compreheasive compliance review of ‘the operation of all

HUD programs in the proposed site selection area to determine if the

locality is complying with HUD equal opportunity requirements, !

This should include a review of the mplementation of a11 major

- 819
affirmative marketing ‘plans in the area.

3) ansﬁltation with local community groups actively engaged in
bringing about fair housing in the proposed site area.
(4) A public hearing held by HUD at which the residents of the

métropblitan area or region may testify as to their experience in
obtaining housing on a nondiscriminatory basis in the proposed site
820 : )

\// ,

819, Sec Chapter I, Department cf Housing and Urban Development, Section IV A
supra, for a discussion of HUD's affirmative marketing requirements. .
If HUD had an.ongoing program of -compliance reviews, it could draw

on‘recent reviews in order to provide the necessary information to ‘
GSA.

area.

820, HUD has issued regulations for holding administrative meetings;

i.e., public meetings to identify and publicize discriminatory housing
practices within a locality and to, "promote and asetre” cqual housing
opportunity. 24 C,F,R, 8 106, The first such meeting was held in

Washington, D,C,, in early 1974, The subject of the meeting was equal
housing opportunity in the military. “

7

v
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(5) A review of the municipality's fair Wousing activities

including.passage bﬁ a comprehensive, enforceable fair housing law
821

and the elimination of any exclusionary zoning. .

(6) K)review of local banking practices to ensure that local

’ . \
banks make mortgage loans to minorities and Qﬂ¢3ﬂ as' freely and on
) . 822 N
the sume terms as to nonminority males. -

Moreover, State-aad local efficials should be notified of all s
‘inve§éigations, before they .take place, to enlist their support and

cooperation for emsuring fair housing throughout the community. The

.

procedures currently provide that State and local officials be notified

of pending investigations in connection with proposed conéttuctionrfor-

) 823 H
Federal facilities,, but there is no requirement for informing these

officials when a survey is being made to assess a community's general

4
»

821. Exclusionary zoning ordinances may limit the construction of multi- -
dwelling buildings, specify a minimum acreage for residential housing,
-or 1imit occupancy in private dwellings to pérsons related by blood or

marriage. They often discriminate against racial and ethnic minorities.

The Department of Justice has brought suit against Black Jaak, Missouri, b
and Parma, Ohio, charging that these municipalities have used such :
ordinances to exclude racially integrated housing developments. As of .
October 1974, .there had been no’ trial in the -Parma case which was in

district court, pending an appeal of the dismissal of a private suit. In

Black Jack the district court ruled against the United States, which has -
filed an appeal. \ . : s

822, Ideally, HUD should obtain information on local bapking procedures

from the Federal fipancialregulatory agencies, but throygh calendar
year'1Q73 these agercies have not adequately monitored Hanks and savings

and loan associations. As of June 1974, these agenciey/will collect
data on the race, ethnic origin, and sex of applicantg for home mortgages b

in selected cities Yor a trial period. These data should improve the
regulatory agencies'ability to monitor the fair housing practices of the

lending institutions. ‘See Chapter 2, Federal Financial Regulatory Agencies,
Section IV supra.

3

823, See also, Office of Management and Budget (OMB) Circular No. A-95, 38
Fed. Reg. 32874, Nov. 28, 1973. Section II of that circular also requites

that State and local governments be provided with information on projected
r~deral development so as to facilitate coordination with State, areawide,

LS.
,EMC' local plans ﬁd’?sgsfm° . ) - 330



S

s

~

» -

'potential for.acchmodafidg a Federal activity, or when a review ig

being conducted in conjunction with leasing a specifif facility. More-

.

over, there is no rule or procedure which would require that information

4

in HUD's reports concerning low=- and moderate~income and fair housing be

made available to the State, the communityiqfair housing groups;'or even
824 : ‘

Federal agencies, “and thus no feedback is provided for the correction

-

. of any deficiencies which may be uncovered.

’ 7 - .
The absence of more specific GSA guidelines for measuring non-

) J
discrimination has contributed to the fact that the agreement does not

-

_appear to ﬁave had positive results in the area of housing discrimination.

In fiscal years 1972 and 1973, HUD provided approval to GSA for all cities
: ' 825

it investigated except for seven cities inrthe South.

1

(* 824. 'Further, no such provisions aré contained in OMB Circular A-95.
Thus, for example, there is no procedure for automatically informing

compunities that their zoning ordinances and building codés will be
reviewed to determine the extent to which they are compatible with the
growth of lower-income and fair housing and that actions taken by the
-local government to permit the operation of Federal low-income housing:
programs ¢ill be examined.

AR

.. B25. The seven cities are Aiken, S.C,; Columbia, S.C.; Lexington, Ky.;
Fort Lauderdale, Fla.; TallaRadsee, Fla.; Jackson, Miss.; and Charlotte,
N.C. Nonetheless no corrective action has been required in these cities.

. GSA response, supra note 276. These cities are discussed further in

Section III infra.
. v
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Not one of the HUD reborts reviewqg by this Commission provided -
adequate justification for approval of fair housing conditions in those

cities. - As a result HUD has pfovided approval to cities in which there

i

is independent evidence that housirg is not available to all regardlésa
of race and national origin. For example, Shreveport, Louisiana, in

which the public housing auEhofity was sued in February 1974 by the

826 .
Department: of J‘tice to eliminate racial discrimination was$ approved

827 . .
by HUD for a’c0urgh0use and Federal office building. Houston, Texas, ‘too,

F3 K‘ ‘i (
was approved in late 1?71 by HUD in a project development gnvéstiga- ’

tion. Yet in late 1973 a real estate .firm.selling-3,000 to 4,000
homes a year in Houston was required by a Department of Justicq.consént

. 828
» decrge to adopt fair housing procedures. Similarly, Knoxville, -

14

Tennessee, was approved by HUD in a project development investigation,

although in November i973,thyee major real éstate firms in that city were

829 :
charged by the Departmert of Justice with engaging in racially discrim=

N

826. United States v. Shréveport Housing Authority, C.A. No. -74-194 (W.D. La.,
Consent Decree filed Feb. 20, 1974). -
827. HUD provided no fair housing information to GSA on Shreveport., It

did state, however, that "there ie no low-income housing available within

the central business district and moderate-income housing is available in

very limited numbers." *Teletype from , e J. Bouchardon, Assistant

Director, Area.Office, HUD, New Orleans, La., to Jay Bolton, Regional
Administrator, GSA, Fort Worth, Texas, Nov. 18, 1971. HUD did not disapprove ‘
the site despite the requirement that adequate low- and moderate-income
bousing be available. ‘ -

828, United Sthtes v. Gilbert Gertner Enterbrises, C.A. No. 73-H-909 (S.D. Tex.,
Consent Decree filed Nov. 19, 1973). . o

~

829. United Stdtes v. Leon Saroff, C.A. No. 8445 (E.D.-Tenn., No. Div. 1973).
. ]

N4

. .
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| 830 831 ’ ‘
_inatory sales pracgices, such as steering and blockbusting, that have

allegedly perpetuated se’gregated hpuaing in. the Knoxville area.
Alihgugh HUD mchlearii be held responsible for the ;unlity )
of the reports it writes, GSA has n;c taken any action to hold
it responsible. - .

»

IXI, Affirmative Action Plans
- tt .
If GSA selects a location which HUD reported as inadequate, GSA must

only. pg;wide a wri{.tén explanation to HUD for its reasons ’for selecting the
2 o .

locatior. There i8 no rquiremént that this explanation be publici for

-example, in the Federal Register. The implementing procedg;res do not require

GSA to give preference to locations in which open housing for all racial and
. ’ <

-

ethnic groups prevails and in which the supply of low- and modé&rate-~income

fxousing is at least adequate to meet the community needs.

5

‘Prior to the announc%ﬁent of a site selected contrary to HUD's recom-
? ' g

mendation, a written affirmative action plan must be developed by the Federal

833

agency involved, GSA, HUD, ~"and the community ‘in which the ’Feﬂer"al installa~

834 C ‘ ’
tiou will be located. HUD's report and advice are to be used as the basis
2, Y ! . 0 .
. .

. o
N )

0y

< 830, Steering is the %factice of realtors of guiding white persons to purchase

4 or rent in white neighborhoods and black persons in black neighborhoods; for
exazple, by failing to inform the customer of the full range of housing
opportunities available. e ) .

, ' s \
831, Blockbusting is the action taken by a reaitor to induce a person to sell
or rent any dwelling by repsgsenting that another person(s) of a particular

race will move into the neig borhood. .

-

832, " GSA stated: ..
The fact that disc¥iminatory housing is ngainst Federal law
should be stressed and that GSA is. not a l&w enforcement
agency, Within our authority GSA only ensures the avail-
ability of low and moderate housing on a nondiscriminatory
basis which we do to the greatest extent possible. Sampson

letter, supra note %09,, . »

5 ~

833. HUD also agrees to give priority consideratiOﬁ to applications for issisd-/
: ance for the housing proposed to be provided in accordance with the plan.

Q .
. EMC Such a 'plan must be developed prior to the award of a lease .contract con-
crpmmmCy to-HUD's advice.. .t . .
7 333 ,




* 315 “ '
* g . '

for~'the development of the glan, ;rhe' Memorandum of ilnd.erstandi,ng states:

¢ . . ce -
The plan should vide for commitments from the community
~ ‘'involved to dnifiate and carry out all fehsible efforts to
& . obtain a sufficient quantity of low- and moderatc-income
housing available to the agency's personnel on a nondis- N
criminatory basis with adequate access to the location of .
the building or space. It should include comnitments by
the local officials having the authority to remove obstacles . '
to provision of such housing, whemn such obstacles exist, and ¢
to take effective steps to assure its provision! The plan - .
) should also set forth the steps pfoposed by the agency to
oot develop and implement a counseling and referral service to
seek out and assist personnel to obtain suclr housing. 835

~

The’ affirmative action plan must ensure that an adequate supply of low-
and. moderate-income housing W1l be available on a nondiscriminatory basis,
and that there is adequ_a‘te transportation from housﬁg to the site, before .,

the building spacé_j.s occupied or within a period -of 6 mont}la

thereafter. 836

. The plan is also sypposed to contain appropriate provisions designed

A R v < .
affirmatively to further_nondiscrimination in the sale or rental of hous

) © 837 .

on the basis of. race, color, religion, or national origin. Tae plan T
.o . . .+ 83§

must’ include: (1) the corrective action specified by HUD in its report

i

to GSA and (2) assurance of the relocating agency that when thé old and new ot

faéiut':ies are wi.thh; the same metropolitan area, ttqnsportac'ion will be
. P - I . q -

P

. _ | : : {
835. HUD-GSA Memorandum of Understanding, supra note 735. ' ’

836. Id. .
. \
837. lg. ' . . Y.
838. TIf a proposed site is deemed inadequate on one or more grounds, ‘for
. example, if there is discrimination in the sale or rental of housing in that’
area on the pasis of race, color, religion, or hational origin, the HUD -
Regional Admidistrator is requifed ‘to include-in his or her ‘report an outline
Q E corrective action which should be taken to overcome the inadequacies!
[-R]Cone of the HUD reports contains such recogndations'.' 1d.

[y
IToxt Provided by ERI
-’ . 34
.
. »
4 v @ - a i
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provided for low- and moderate=income émployees between the old facility
‘ 4 & O ' » o
- and the new facility until sufficient new housing is built.

- v .

. ‘The lffirmitive‘action requirement is vague b‘e'caus'e_ the x"esponsi- 4
biiitiéa ;:f me, G the agency 1nvo£ved, and the ‘community havg. not, ' LN
" been clearly defined nr;d wechanisms for rehmedying fr.mdeq}mcfea hav; not V
" been, outlined., GSA has not furthe_r delinkated thi.tv0 req.pireme't‘nt: :Zlgecause,
- . 840

* as of May 1974, no affirmative action plan had been necessitated,
.2, y ’ XY 3 . 5 .
One weakness of the affirmative actjon requitement is that the actions
6. et < .. .‘ . 841
<. Deed not be completed until 6 momti:s after occupation of the building,

«

This substantially undermines the 'potential effectiveness of the requirement

because employees affected by the unavailz;bility of adequate housing might

-~ v,

. v
be unable to relocate with their agencies, thus losing most benefits “they

might derive from the affirmative action plan, Then, of coﬁ};e, ‘1f the
commmnity fails to carry out the/ affirmative action plan, but the Jagency‘ has .
already relocatad, the Federal Government has lost significant leverageh which

might have been used to i-équire 1£s implementation, Unless GSA and HUD

require that affirmative action plans be substantially completed prior to the
P 14 ' . ¢ .
agency move, they will probably have minimal efféctiveness, N

.

Another weakness®is that affifmative action plahs‘are not mandated when

‘ fnadequate low- and moderate;in_conie housing or nondiscriminatory housing is
e v ' . .

+

-

839, ‘The Commission has earlier ret:c;nmended that the components of the plan

Civil Rights Enforcement Effort -~ A Reassessment ‘143 ¢1973). .

840, HUD ‘Handlbook 8030.1 further delinates the affirmative action t"es,ponsibilit:ies
for BUD employéess; 1t suggests that as part of the affirmative action-plan,

a locai Fair housing ordinance be developed, and 'that HUD attempf to correct
discrimination ‘practices of local banks and work with real est.’a’te boards to
'develop areawide affirmative marketing plans.

Y

841, HUD-GSA Memorandum of Understanding, sfxgra’note 735.
f .o . .

/

»

0[;'335 .

be outlined in more detail. See U.S. Commission on Civil Rights, The Federal S
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o

Eou§h°by reviews conducted in connection with project development investi-

LN

gations. The reports from project development investigations are merely
filed away, available for later use when Federal developmenf of the area

actually begins. . : " ¢ - F%_

' The\?ederal Government should require the éo;rection of anf discri-

. _minatory housing coriditions which are foundt GSA should use the results
) [l M A}

‘of fé;;ews showing lack of fair housing to put communities on hotice that no

Federal facilities will be located in that area until positive steps are.taken

-

‘to increase equal housing opportunity.
The tragedy of the failure to make 1mmedia£e use of information obtained

through project,devélopment 1nvesc&gations,is illustrated by the reviews of

. »» 2 - - .

Fort Lauderdale and Tallahassee, Florida, and Columbia, South Carolima. In
.82 - . . ‘

Fort Laudérdale, HUD found  a discriminatory housing market:

- ~~HUD waﬁf;ot able to-locé;e suitable land for low-income. - ..
. housing on a nondiscriminatory basis. HUD based its; con- |

clusion on the high land cost, «concentration of such housing
in-minority aveas of the city, and reluctance of, surrounding- - T

. political jurisdictions to assist in providing low-.and ‘ N
- moderate-income housing. WY . y
’ . - .

~-In several areas it Asas indicated that low- and moderate-

fncome’ housing was nét available on & nondiscriminitory

basis. 843 '\ a ) ¢
‘In addition, HUD found an inadequate suppiy of low- and moderate-income’

1

-

housing 1n that city:

. ) " o ! N\
842, Letter from Edwidrd H. Béxper, Regional Administrator, HUD, Atlanta,
. Ga., to Theodore Sachs), Acting Regional Director, Public Buildings
Service, CSA, Atlanta, Ga., Sept.'5, 1972.

843, 1d. HUD's finding of discrimination was based on a review of appli~
cations to the.Tuskegee Park: Neighborhood Development Program gnd the Open
Space Program, a review of HUD's complaints from Fort Lauderdale area which’
showed 13 verified housing discrimination complaints, and HUD's involvemen
with exclusionary zoning in that area. HUD's review did not extend to covikrage
< any judicial enforcement efforts, but was limited to its own knowledge o
E]{J!:liﬁistrative enforcement of the fair housing law. :3;3&;

A SR . ,
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L

-~ 85 percent of all new construction in the paat.: 4 years

had !?een for high income housiag.’ g44

Similarly, in ‘Ihilaha,ssee, Fla,, n found that:

ot

s

== The vacancy‘ rate of low= and moderate-income housing was less

than 1 ‘percents 845 Iy "
B . . ~

-= There were approximately 1,000 low- and moderate-income

~

- famijies presently living in substandard housing. 846

-- There was a major o}noré rangé need for about I,GOd'un'it:s of
low= and moderlate-ihcome housing, particularly for large ‘{amiues.' 847
i ’ ’ ’ 848 :

»

[

-~ There were ,existing pat;t:erns of racialla'(segregated housing
which'were not.being limited, - . .

~- 'Ihere"was discriu;ination in the sale and rental of housing, 849’

-~ There appeared to be no subareas a'c;essilg‘le for low- and moderate-

" income housing on a nondiscriminatory basis,

A}
== The city was not taking affirmative action to ensure that
existing housing was open to all races.

e

e

£ ., The vacancy ‘fate for low=income housing was less than 1 percent.

-- 1,642 occupied units wete substandard and beyond rehabilitation
and an additional 2,264 occupied units were deteriorated and needed
rehaBiLitat:_ion in order to meet min{mum houstng code standards.

-~ There was.insufficient develobment: of low-income housing,

844}

\

85.
846.
847.

848.
HUD,

SerVice, GSA, Atlanta, Ga., Feb, 14, 1973,’

) ]
849,
able

*housing law; and (3)the failure of the local real estate industry .to comply with
provisions of the fair housing law, 1Id. R

-
‘ [

N |
Id. The vacancy rate throughcut the city was near 1 percent.

\ -

-

Y

Ao

d. - y -
Letter from T, M, Alexander Jr., Acthg'/Regional Administrator,
Atlanta, Ga., to’ J.E, Smith, Regional Comnissioner, Public Bgilr‘ingo

HUD's conclusion was based on 3he following: (E) the racially fidentifi«
residential housing patterns; (2) the absence of & State or local tair .

7
’

i .

337
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_ 850 -
In Columbia, South Carolima, HUD found 'that there were racially identifi= |

able housing patterns; there was no local oy State fair housing law; and
A
the real estate industry as a whole did pot voluntarily adhere to HUD's

851 : i
. advertising guidelines, nor did it displaleUD's fair housing posters.

" . HUD concluded that there was prima facie evidence of a pattern or practice P
. . g ¢
of housing discrimination in Columbia, South-Carolina.
. &‘ d R . . i N 4
GSA 18 to be commended because,in each of these cities, 4i¢ wrote to S
. 852 ..

HUD requesting cooperation and the development of affirmative action plans.

HUD, however, was not willing to exercise its full authority under Title VIII,

) A\
In each case, it merely reminded GSA that a finil?)of housing Aiscrimi-

/"' .
nation in a general irea survey was Eot 8uffi¢éunt basis for the development of

¢ 853 NN
an affirmative agreement, and no Federal actions resulted to remedy the.

probléms of discriminatioﬁ which wéwé fo%;d.

P
v
0

, 850. Letter from T. M.- Alexander, Jr., Acting Regional Administrator, HUD,
~ Atlanta, Ga., to J.E. Smith, Regional Commissioner,.Public Buildipg ’
Service, GSA, Atlanta, Ga., Feb. 22, 1973. . . . :

851, For a discussion of HUD's advertising  guidelines. see Chapter 1, —
Department ofsyousing and ‘Urban Development, Section IY A, supra. :

. L2
. .- . , .
852. See letter from J.E. Smith, Regional Commissioner, Public Buildings
Service, GSA, Atlanta, Ga.,to T.M, Alexander, Jr., Acting Regional
Administrator, HUD, Atlanta, Ga., May 31, 1973.,~ This letter concerned
Fort Lauderdale. GSA sent similar letters tc in the cases of
Tallahassee and Columbia. HUD stated that such & plan should be developed
only where residential relocation is involved and GSA has approved a final
site for the building or leasing over the negative recommendation of HUD.
HUD also stated that although it had concluded that housing discrimination
exigted in certain areas, it had not given a negative recommendation on
any general area.‘ . T
B853. See letter from T.M. Alexander, Jr., Acting Regional Administrator,
HUD, Atlanta, Ga., to J.E~Smith, Regional Commissioner, Public Buildings
- rvice, GSA, Atlanta, Ga., July 3, 1973. This letter concernéd Fort
EﬂzJﬂ:uderdale. HUD sent similar letters to GSA in the cases of qulahassefi
F=and Columbia. | | ‘ r 38 -

/
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fhe HUD-GSA agreement requires tha/t 1f an affirmdtive action plan

-

. . v
oust be developed, counseling and refenial services to assist relocating:

Federal personnel in obtaining housing must also be provided by the agency
\ ) 854

codcerned, with cooperation from GSA and HUD, The agreement makes no ,
provision to assist fﬁployees i1f HUD has not disapprode, the site proposed
by GSA,” Since no affirmative action plans have been required, none of the

GSA regional offices visited by Commission staff have provided ‘any counseling

-
'

or taken the initiative to find qut whether such services are being provided ’

855 -
by relocating agencies,
~

GSA has not developed the megns of informing employees of relocating
ageucies of the protecktion afforded by the HUD-GSA Memorandum of Understandipg.
_Relocating eu%loyees who find themselves faced with a discriminatory
housing market or with an inadequate supply of lgw- and moderate-income

housing may be unaware that GSA,,., HUD, and their own agency have & responsi-

856

bility to prevent sich an occurrence. . a

"/ GSA has not established a mechanism to receive apd ~investigate com-

plaints ebout an inadequate or unf/ayt hc;using market in the vicinity of a }’

-

selected site, 'or for resolving any other problems arising from insufficient
y o . - . [}

enforcement of tl‘;e agreement. GSA has indicated that if it received such

complathts, they would be referred’ to the relocating agency,as it does not

. , s 857
have the authority or resppnsibility to handle complaints, Moreover,

-

854. HUD/GSA Memorandum of Understanding, Section 9 (G), supra note 735.
~ \ .

855. GSA stated that it- "does not have the personnel jfuuds, time, or
responsibility to do this, and those agencies 1nvolv/9& would jprobably

'strongly object if we did." Sampson letter, supra note 709"

!.
856, The Commission commented on this in The Federal Civil Rights Enforcement.
Effort--A Reassessment 140 (1973), but GSA has taken no actioh to remedy

this problem since thaJt time. e
- )

857. Interview with Diane $mith, Acting Deputy Director, Office of Civil Rights, -
and John W. Melnik, Director, Administrative Management, Division, General
Services Administration, Aug. 23, 1973. P

Q . M . RS

S,
~
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GSA does not -be.ieve that it has any xesponéibili;y for trying to .

.

involve relo::;}ng agencies in guaranteeing that there is adequate low™

and moderate-Ane and nondiscriminatory housing at the new location for

. 858 ’
the employees. : ‘ .

It true that no laws, regulations, or procedures specifically

dictate that. GSA must undertake to inform employees of relocating agencies
v

of the‘protections afforded by the HUD-GSA )bu%randum of Understanding
1 [

_orto establish a mechanism to handle complaints.arising from insufficient
enforcemeng‘pf the memorandum. ‘anetheless, it is clear thq('thege is,a .
need for such rervices, and there appehr‘toibe no‘laws or regu‘atione‘
which would prohibit GSA‘from assuming respqnsibilities for tnem. Moreover,
it 15 cleér thae C?A is assigned, by both thé Executi;e order and the\ :
uamogﬁthm/ a coordinative ro}e in the pfocess of Federal space acquisition.

+ As a result; most aetions which mignt be‘undertdken governmentwide to

.assist in executing the Executive order or the agreement would appear to

be appropriately initiated by GSA. .To the extent that GSA*believes that
/\

\A
'}, there are any legal barrierg to initiating such efforts, GSA should enter

into agreepents with other Federal agencies in which tﬁey would delegate ]
to GSA lead reiponsibilify for erisuring that specific functions such as, } l
¢omplaint handling and providing information to ewployees are carried-out, - .

1V, Organization and Staffing

[

The HUD-GSA agreemens/‘esigns day-to-day ‘responsibilities . fi .
8 .

implementing procedures, further, assign the agreement's responsibilities

*

N\ -
mﬁleﬁenting the agrecment at GSA'to regional staff. The . |
|
|
|
|

{ .
g N SN
858. Id.
. v —
> of v . . \
859, Simflarly, Wip regional staff are also provided with explicit - «
responsiuéi ties by the agreement. ) / o

FRIC l ' ‘ ' ’ . * ‘
IAS , : : - o 340 ' |




. _ 860 ' 861
to the Regional Director,:. Public B§ilding Services (PBS), at GSA.

The rvegional Public Building Setvice' is one of a number of offices with-
R .
. 862 ’ )
in the regional office of G§A, and its director is responsible to the
.G'SA Regional A'dministr&t:o;. " Within the regional PBS, two divisions *have
. \ -~ , v

;, Dprimary responsibilj.ty for imp.lementation of the HUD-GSA Memotrandum of - °

863 : : 864
Underatand‘ing: (1) Operational Planning’ and (2) Space Management.

-

” ,
° 3

-~

I~ 860. GsA regional offices arg listed on the organizational chart
on p. 325 4nfra. - '
. ° . ~1
) / 861. HUD's idplementing procedures (see note 144, supra) assign the HUD
Begional Administrétor overall responsibility for coordinating HUD's imple-
mentation of the agreement in the region, and for providing with HUD's
. recoux}fendation on specific sites. ' The Assistant Regional Administrator for
* Bqual Opportunity is held responsible for consolidating information and ~
recomtendations concerning fair housi;g for the HUD Regionzl Adminiatrator,
including that needed: in conjunction #ith any affirmative action plans that
may be required.” The Assistant Regjonal Administrator may draw Aspon help
" from the Assistant Regional Administrators for Housing Production and Mortgage
Credit and’ for Commuhity Planning and Management as well as upon the Regional
Economist and other appropriate staf. In addition, HUD assigns responsibility .,

-

to the directors of area offices for providing the data needed and for meking
recommendations concerning the adequacy of specific _sites with respect to .
the\availabilfty of low- and moderste-income housing on a nondiscrimi-

natory basis, : '

¢
)

862." /Other offices incfudes the Federal Supply Service and the
Transportation and-Comnpr{i.oation Service. a .

\ LN
-

863. The Operatfonal Planning Division develops ard directs regional a.
programs concerning the uge and maintenance of Federal building and

leased space; it is also concerned with such matters as accident and
fire prevention, repairs, and heating. /

-

ment, and utilization of Federal buildings and leased space. There are
&' three other divisions in the Regional Public Service: the Building
' Management Division, the Design and Construction Division,  and the Feéderal

Protective Service Division. ) /

" 341

864. The Space Management Divigion .is concerned with acquisition, assign~ , -




The Operational Planning staff handle the initial plannihg for

- snd determination of Federal space needs. They conduct project develbp-
ment ipéestigations. agd prepare préject development reports based on
'these investigations. The Space Qan;;;;;nf staff are responsidble for
handling site investigations' of ‘specific proposed sites for constiyction
an&'leaee actions after GSA has determined ehat a new Federal facility
will be developed and Congress;pas approbed this plan.

Recommendations for specific sites are made to the Regional
Director PBS, by a team of Operational Planning and. Space Management

7
{staff, based on ;heir investigations and on the input of phe relocating«\

L4
~agencies'and other Federal agencies such as HUD which were consulted
pursuant to the Executive order. GSA's central office makes the final
_decisions onaite selections, based on these recommendations. ,

The Execrtive Director of GSA's Public Building Service,’located

in Washington, serves as the overall director and coordinatox cf the’

dgreemegt within GSA. The Executive Director has a higher rank than the Ragional

Directors and reports directly to the Commissioner of the PBS. The

?

Executive Director 1s in chargé of policy development, planning, budget- -

ing, financial management, program evaluation, hanagement-impgovenent;

systems development, and administrative ectivities of PBS.

-
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. : < 865
QSA has an Office of Civil Rights, (See Organization Chart on

P. 325). There 18 also a civil rights office within each GSA
regioualioffice which hapdles internal equal emp1$§meht opportunity and

contract compliance, No civil rights st f, however, are assigned responsibilities
under the HUD-GSA agfeement although they are sometimes involved in its

866
implementation. The regional staff involved in implementing the agreement

. sometimes send copies of correspondence to the regional civil rights office,

(3

867
but this is not required.

GSA's fair housing effort continues to suffer ‘from lack of fuli-time
staff to see that specific fair housing assignments of Public Buildings

. 868
Service under the HUD-GSA agreement are thoroughly implemented. . There
- .

865. The central civil rights office has about 55 staff members, Tﬁ;y are
almost equally divided between contract compliance responsibilitv (under

Executive Order 11246) and Federal equal: employment responsibility (under
Executive Order 11478 and the Equal Employment Opportunity Act of 1972).

866. GSA recently stated:

The Commissioner and Regional Commissioners, Public
Buildings Service, in exercising their authority under
the DHUD/GSA Memorandum of Understanding draw on the
expertise of the Office of Civil Rights as circum-

- stances require. A good example of this participation
by thée Office of Civil Rights was their involvement
with the relocation of the U.S. Geological Survey to
Reston, Virginia. Sampson letter, supra note 709.

¥67. For example, in the Boston region, the PBS sends the regional civil _
rights office copies of all correspondence regarding the Memorandum of
Understanding, but requests no comments, In the absence of specific requests,
the Boston ¢ivil rights office has never provided any information to the
Boston PBS. In the Fort Worth Regional Office, the PBS has no contact with
the regional civil vights office concerning open housing in tne vicinity of
proposed Federal sites. ]

868. As noted in U,S, Commission on Civil Rights, The Federal Civil Rights
Enforcement Effort-- A Reassessment 145 (1973 ,BucH—EE_EEEIEEEEEE—EBETéiﬁﬁt
diminish the role of those officials with existing responsibllities

under the agreement, but would increase the ‘quantity and quality of their
O :ivity by providing additional traiﬁi?f:!guidelines, and oversight,

IToxt Provided by ERI
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is need for a full-time director who would be responsiglé for fair"

-

housing responsibilities throughout the agency and who would report
directly to the—Administrator. For example, there is no one in the
Public Buildings Service at GSA with adequate expertise to determine

/

whether HUD's reports are adequate. ,

Staff from thé regional ?lanning and Space Management Divisions
aétended_training/gonferenceé in Washinéton duéing the fall ofAI%?Z.
Separate conferences were held for each Hivision, eacﬁ lasting several
«days. In both conferepces, one-half day was'devoted>to discussion
of the HUD-GSA Memorandum of Undegstanding, but littlé emphasis was -
placed on the fair housing requirements of that, agreement. Thus the
GSA staff have been given inadeduate training concerning the nuances
of housing discrimination. Much of GSA's training has focused on the

869

"Area Delineation Model," This model is a procedure for using
. 870

socioeconomic criteria for selecting locations for PFederal

. 871
building projects within given commmities. The model uses

\

869. See GSA response, supra note 742, *

870. GSA recently stated:

[E7e,fee1 that our locational analysis has been improved
and refined through a greater emphasis upon coordinated
planning with state and local Governmenis and through

a greater awareness of such things as low and moderate
income housing patterns, mass transit linkages, and the
local transportation network. OQur environmental impact
‘statement process is providing all sectors of Government,
as well as the public, with an opportunity to provide
meaningful input into our decision-making process.
Sampson letteﬁ, supra note 709. ]

871, GSA, A Demonstration Application of the First Stage of the Area
O :lineation and Site Evaluation Model, undated training guide.

E119

L




such data as the number of low- and moderate income housing' units by

census tract and the geographic distribution of Federal” employees to

detetmine the social and ec?nomic impact of the location of a Federal

facility.

872 . A | .

.

Ie
Js

The model, however, makes no use of the distribution of housing_

units by the race and ethnic origin of the occupants,
site could be rateg as high1§ favorable because it, was accessible to the

~mmerical majority of tHe community, although it might be highly inaccessible

873

to one or more minority groups,.

,

o

it would be viewed.

873. GSA tecently stated:

Technically, this Ys true. However, one of the model's six’
indices is based upon the low and moderate income housing
distribution in the commiunity. . Generally, this includes

all units selling for less.than .$20,000 - $25,000 or renting
for less than .$150 - $200. Ve believe that there {5 a very
strone correlation’ between these housing patterns and the
minority housing distribution. Thus, racial patterns are
1ngliwt1y considered. . .
Furthermore, two of the other five indices are concerned
with unempldyment and median income levels. The higher-the
unemployment rate, the more favorably & location is viewed;

"and the lower the income level, the higher the rating for
an area. We submit’ that unemployment and income distributions

also correlate closely with racial patterns.

‘Virtually without exception, the model, has <clineated a
central city location for new Federal construction. We feel
that it is a reasonably sound tool for quantifying several
important factors, placing a very high priority upon accessi-

bility to the existing low and moderate income housing supply.

Sampson letter, supra note 709,

-
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Thus, for example, a

72, The more accessible the location to the general nublic, the more favorably
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GENERAL .FINDINGS AND- CONCLUSIONS - _ ,‘.

1. The Department of Housing and Urban Development, t:he Veterans Admin:l:s- '
tration, the General Services Adminfstration, and the Federal financ:lal
regulatory aget‘xcies--the Office of the Comptroller of the Currency, the
Federal Deposit Iasurance Corporation, the Fede'ral Home Loan «Bank Board, -
and the Federal Reserve System-~have taléen'some positive steps, But the
steps ha\re'ng't gone r;early'far;,.enough to hav7__a major impact on racial,
ethnic, and sex discrimirmtion. The positive actionslt‘,hey have taken o
- have generally been 'eig:her superficial or incomplete and have had 1ittle
. impact on the country's serious housing discrimination problem,
"2, Moreover, HUD lhas failed to provide adequate guidance to the other agencies,
as mandated by Title VIII, despite their poor performances. T .
3. Title VIII of the Civil Rights Act of 1968, as’ amended, prohibtts
discrimination in housing on the basis of race, nat:ional origin, religioa, '
and sex, In the event of a refusal to comply with its provisions, the
statute Onfy authorizes HUD to ‘use the informal methods of conference,

. conciliation, and persuasion, These met:hods have proved inadequate to

bri:ié about prompt compliance with the laws
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'S A b . Jf’z
A ( " FINDINGS AND CONCLUSTONS . .
. N 8
2 C) AR
v Bepartment oflﬂousingjand Urban Development (HUD)
I . \:

1. The Department of Housing and Urban Development is the major

Feder{& agency with responsibilities for improéing housing conditions .
in this country. Its duties dnclude the provision of aid for<6feserving,
improving, and ingreasing tﬁ; supply of housing and the prevention of

housing discrimination on. the basis of race, national origin, religfon,
. .

LD

or sex. - ) )
: )

~ .

d ' ,
“ 2. Title VIIT of the Civil Rights Act of 1968, as amended, Title VI of

s~ .the Civil Rights Act of 1964, and Execative Order 11063 give HUD authority

-

to ensure equal housing opportunity, but HUD has failed to make maximum

use of itgs powers to bring about compliance with these requirementss
‘l

a. HUD'e-approsch to the prevention and elimination)of housing-

-~
+

discrimination continues to be iargely gg_hgg,'as it is based, important

as these activities are to many individuals, chiefly on the investigation
and resolution of complaints. . '

.
- ¥

b. HUD has acknowlkedged the necessity for communitywide pattern and

»

practice reviews to ensure equal opportunity in housing, but few such
A

reviews have been conducted. HUD's central.office has not issued

‘

office has not issued Specific instructions to the field offices to

conduct them. ‘

c. HUD has conducted some Title VI compliance reviews, mo st frequently
of 1ocal h0uslu5 authorities. Thesqueviews were conducted generally

‘ERIC only in response to Title VI complaints.

348
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A co ) . -
-, d. Although HUD received fewer than 200 compll‘ain(t/é a month in fiscal ' |

year 1973, HUD has been 'plagued by large Title VI and Title VIII complaint
\ '
- backlogs. HYD reports that thid backlog was subsotantially reduced by a

-

J
speciai task force in March 1974, . . %

) <
, ~

e. HUD has conducted a campaign to educate the public on/ its rights to
{

fai{'»-housing and on low to file‘ complaints, Izut the ,ampaclgn, which -
¢ » N { s .
resulted in only a moderate increase in the number of complaints,

—

HUD received, was not: full'y extended to‘ persons of Spanish speaking

.background Native Amei'icaris, and Asian Ameticans. ' ’ o .

i3

f. ‘One obstacle in the handling of complaints has been the slow pro-

cessing of comp a’ints referred by HUD to State and local agencie‘s whic /
h/ave fair housing spowers substantially eﬁuivalent to HUD's. Although _

- . . Ve
the delays in the State agencies are -often atttibuted to lack of ‘\

. adequate financ*la] and staff resoutces, Congress has \t provided HUD

. ¢ .

. with funds to exnable HUD to give .assistance to States for fair housing "
! complaint processing. HUD rarely uses ‘its power to recall con1p1aints when ?
these agencies' handling of complaints is not reascunably expeditiqus. T~

g.. The greatest stumbling block to HUD's efficient and timely prbcessing

of complainté has been that it allows its conciliations to tontifiue

indef Jtely. : . . ' : "

h’. When negotiations cannpt be successfully concluded with noncomplying

recipients of HUD assistance, HUD has generally failed to impose sanc_;ions,
-.i.e., deferral of funds or debarment from HI'w programs. wWhen deferrals

_are used, they are usually short term and funding is frequently resumed

~»

before the respondent has agreed to come'into compliance.

1 ”’ . . -
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i. Where negotiations cannot be successfully -concluded with non- '

complying respondents who are not recipients’ of HUD assistance, HUD's
aut:hority under Title VIII only permits' it to rffer the case to: the
Department of Justice (DOJ) Despite meetings between I{UDand DOJ to
improve coordination ‘between the two agencies, HUD has referred few
complaints to the Department of Justice. ‘N

»

j. HUD has failed to monit!Or the compliance agreementséit has

. with the requirements they agreed to implems

3. At least until the passage of the Housing and_ COmunit? Development Act -

»

of 19770, HUD had neglected the issue of housing discrimination based on sex .

g, or marital status. HUD had not conducted studies, ‘collected data,'or held
/

hearings for the express purpose of assessing the nature and"extent of sex
4

AN

discriminatiod in housing.
z

b HUD hes not -taken ‘steps to strengthen 1ts affirmative marketing regu- :

lationS’, which require participants in HUD housing programs, ‘including

bujlders and develbl;ers and sponsors of HUD subsidized housing, to develop

K plans demons'trating- how properties will be marl&ted to all racial and ethnic -

Ead

4 ¢
a. The regulations apply oaly to housing which will be sponsoreg or

3 ' -
gfoups. ; v ‘

-

, funded by HUD and not to exisg9g,housing or to all housing marketed by’ ‘

.
A 1
P
.

those who submit plans, * >

.  \350
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: / b. A1th0ugh each p1an must set, goals for. the number of oroperties
marketed to minorities, HUD has iSSued no guidelines describing how
to arrive at these goals. I R

»

c. HUD field sta,ff have beén given insufficient guidance for monitoring
these plan\‘and oniy a few compliance reviews of “the plans have been
‘conducted. HUD thus does, not have adequat knowledge of how well the
/. - plans are being exeo:ted. ‘ - ‘\\\7
d. HUD does not genera11y proﬂde grants to local fair housing grOups
to .cnable them to assist -HUD in monitoring the affirmative marketiag ‘

.requ:l.rements . . KE
e. HUD has pot conducted an evaluation of the impaet of thes‘e plans
on racial a¥d ethnic occupanty patterns nationwide. .
5; In March 1973, HyD and the Veterans Administration (\;A) agreed to require .
jointly that management and sales brokers hanleing HUD- or VA-acquired
property certify that they w:|.11 take. positive action to ensure that these
properties will be marketed on a nondiscriminatory basis. HUD has been\ slow
. in implementing this certification program, a fact which VA has used as
an excuse for failing to implement the program,.
6. HUD has initiaten annual arrangements with municipal gbvermments which
would give them priority fo:' HUD. funding if they agreed tg accomplish certain
objectives established by HUD, such as taking measures‘to promote fair
housing. ’HUD difl not include a fair housing component in all of its

annual arrangements, Where fair hoﬁ"sing components have been included

in ahnual arrangements, they have often been weak. }
{

/ , .
‘ N
: . 331




-

7. HUD's syetem for racial and ethnic data collection and use convi\nues -

to be poor, making it difficult, if not impossiBle, to detei-mine the

»

extent to, which HUD\programs are reaching minorities and women., )
a. HuD's racial-ethnic data al:e/not generally cross-classified by sex.
b, HUD does not collect racial and ethnic data on private hopising,
neighborhood compasiton, or the population for which HUD's prograt‘s .
(, are taréeted.
Ce Equal ,oppottunity field staff rarely utilize the limited data

7
which are available. ’ <

)!

T e
K

8. DeSpite its ma.ndate in Title VIII provide leadetship to Federal :
‘

agencies in fair housing, HUD has failed to coordinate %air housing . o
activities adequately with othgz Federal agencies, )

a.. HUy has’agreed to supply the General Services Administration (GSA)
with teport-s concerning h%using opportunities, -incljxding fair hoqlsing,
in the vicinity of proposed Federal facilities. The fair housing
aspects of these reports have been deficient, hOWeveg, often ‘failing
to include fair housing information, .
b, HUD has met with the Federal financial regulato;y'agencies, but‘ it
has failed to take the imgottant step of issuing regulations for ensuring

nondiscrimination in mortgage financing. a

e ‘ .
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i T \ .
/ FINDINGS AND CONCLUSIONS
Federal Reserve System (FRS) 7

_Federal Deposit Ihsurancé Caorporation (FDIC)
Comptroller of the Currency (COC) ,
Federal Home Loan Eank Bcard (FHLBB)
3 PR
1. The Federal financial regulatory agencies are reé&onsible for

ensuring that the institutions they ovetsee are in compliance with
V4
applicable Federal }aws and regulations .a' One of the laws applying

\

to banks and savings,and -loan qasociations ts Title VIII of the Civil
. . ]

Righ;s Act of 1968, as amended, which provides that it is unlawful for
. . %] et . .
any bank or savings and loan association to deny mortgage assistance

-

because of the applicant's race, tolor, religion, national origin, .

T or sex.

3

4
2. The rules and regulations of the Federal financial regulatory

agencies do not adequately address the cdntinuing problem of racial,
ethnic, or sex digcrimi&ation it the granting 6t mortgage loans.

a. The FHLBB is the only financial regulatory agency which has
issued regulations cqpcer?i?g nogdiscrimination based on race,
national origin, or color by its regul#tees. ﬁgs, FDIC, and COC
have merely issued policy statement? which‘are not binding on
tﬁéir regulatees. 3

b. FRS, FDIC,and COC policy st;tements merely encOuragq the
"institutions they oversee to advertise that they practice
notdi;crimication in mortgage lending, whereas FHLBB regulati?ns

provide illustrations of nondiscriminatory lending practices and

prohibit regulatees from practicing employment discriminatigm as

well as require nondiscrimination in advertising. . ? 333
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c. FHLBB iéothe only agency with a policy urging its regulatees ':s
to refrain from sex discrimination’in mortgage lending, but '
FHLBB has not issued regulations to prohibit such discrimination.

.d. None of.thétfour.financial regulatory agencies has reqoired

its regulateeb to develop affirmative action programs regarding
the enforcement of Title VIII. 1) The agencies have no require-
< ment for a fair houying officer at each regulated institution.

+ *2) The agencies have not required that builders ard developers

.who receive loans from regulatees file written assurances with : (R

- those regulatees providing that the dwellings financed will be
e —— - A .
sold or leased without discrimination. 3) The agencies have not
. ' ——
yec required racial-ethnic and sex data collection by all regulateea, - t

althOugh _they have effected a' pilot program to determine the
ﬁeagibility of such data collection on a permanent basis.
3. The four agencies have included 1itt1erassessment of ¢ompliance

[4

. with Title VIII in their bank examinations. Thus, no violations of

Title VIII have been (dentified during sych e;aminationa..
a. COC has included no civil rights review in its bank exami-"
nation process. TIts examiners' manual contains no.mention of
examiners' fair housing resporsibilities, npr does it instruct -
the examiners to check compliance Dy regulatees with COC's Poliéy -

-

statement.

b. FDIC's examiner activities are largely limited to determining if the

bank has properly advertised nondiscrimination.
-

354



c. Both FRS angithBB confine their Title VIII examinations
.to the.use of suSirficial fair housing QUestionnaires‘and have
displayed lit7}b’initiative in uncovering discriminatory practices.
1) Hany of the questions call for simple "yes" or "no' responses .
which make obviou9 the proper response. 2) Where the responses
appear to have indicated discriminatory pracdtices such as refusal
to.make loans to minorities or in minority areas,\Poth FRS and
‘FHLBB have accepted superficial economic justifications without
determining if discrimination occurred.
4.  Inadequate, ﬁair'housing examiner training is provided by the four

-

agencies. ) g : .- ,

-~

5. Eachﬂof the agencied has inadequate complaint handling mechanisms.

a. Although posters required to be on display in thé lobbies of

oy}

o«

bartks and savings and loan associations direct complainants to

N

" contact HUD, the financial régulatory agencies/have not arranged
\
for HUD to notify them of any morggage j}aance complaints agdinst

. ¥
their regulatees although HUD has occasio nally teferred complaints

to the agencies on an ad hoc basis. Mortgage. iinance cowplainta >

have been-sent directly to FHLBB and FDIC which then attempted to

redolve them, but these'agencies did not seqh &ssistance or guidance.

from HUD on the handling of the complaints they received. )

° H . ’ t
b. The responsibility for handling.complaints at FHLER has, until

regently, been divided among three Washington offices. In both FDIC

. -
. and FHLBB, the various offices in the field may aleo settle complaints
RJ}:‘ without bringing them to the attentionyof the centr 1_%§fice. Staff often
* D °

/ ——~— . -




2

laék adequafe understanding of complaint investtgation «nd o
v - ‘ ) o

resolution and-thus have failed to conduct thorough 1nve§t£§a-

tions.c . -
« ]

.. . ' q .
v 6. The assignmint off civil rights responsibilivies within the agencies

. +1s inadequate. ’

\

. i, .
¢ . a. At all agencies, faii/ﬁ%using responsibilities are divided
among a number of offices, generally on a part-time basis,zexcept
at‘Cbc where there are no‘specific fair housing assignments.

~

“b. Irrno agengy have examiners been assigned permanent fair

hogsing respongibilities:
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FINDINGS AND CONCLUSIONS
Veterans Administration (VA)

1. The Loan Guaranty Service (LGS) in the Department of Veterans
Benefits administers programs set up to assist veterans in buying

homes.

4

2. VA ig charged by Title VIIT of the Ciyil‘Rights Act of 1968, as
%mended,gnd Executive Order 11063 to ensure that minority veterans

are given equal opportunity to purchase homes with VA assistance v
and that all parties conéerned with VA housing programs--builders, .
déyelopers, home sellers;‘appraisers,and brokerz--deal with minority

buyers on a nondiscriminatory basis. °

a. VA does not require a promise ;f nondiscrimination from the
‘lenders with which it deals. ‘
. be  In August 1974, the Fair Housing Act was amended to prohibit
’ sex discrimi;ation in housing. Prior to that time, VA requirea
its figld stations to include both spouses' incomes in calculating
veterans' abilities to repay loans, but this requirement '
is not & sufficiently comprehensive prohibition ag;inst sex
discrimination in VA's h:using programs. |
3. Within the VA central oéfice Loan Guaranty Service there is a small
equal opportunity staff which is responsible for. formulating fair housing
policy. This staff has doubled in size since 1973, but continues to lack
. both a full-time director and sufficient authority to ensure execution of
VA hou;ing procedures,

ERIC o3

57
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4, Responsibility for implementing VA's equal opportunity policies
lies within the loan guaranty divisions of the 50 VA field stations
which administer the loan guaranty and direct loan programs and handle
the sale of properties acquired by the VA through mortgage foreclosure.
.a. As of April 1974, there were no full--or even part-time equal
opportunity staff in any of the VA field stations.
b. Program staff in the field stations give low priority to their
equal housing opportunity responsibilities.
5. As of April 1974, no specific equal opportunity training had ever

\

been given on a formal basis to any of the program staff, either in the

central office or in the field. As a result, VA field station personnel
Jwere often unfamiliar with the proper procedures for processingldis~
crimination-eomplaints and frequently had no idea how to utilize fair
housing data.
6. Since VA receives few complaints, VA staff believes that discrimination
is not a serious problgm in VA programs.
a. One reason for the failure of individuals to file complaints with
VA is because of the relative anonymity of VA's fair housing effort.
.b. The’;egional.loan‘guaranty offices visited by Commission staff
h?ve made little effort to publicize that the comﬁlaints filed will
be investigated an¢ resolved. .
7. VA's f;ir housing program relies heavily on certifications, i.e.,
written p;omises ofanondiscrimination.
a. VA has failed to ensure that all of its participating management

and sales brokers sign the HUD-VA nondiscrimination certification re~

quirement.
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b.  As of April 1974, VA continued to allow brokers who had not
signed certifications to sell VA-owned properties.
8. ~The most serious deficiency in VA's fair housing program is its / '
failure to monitor the complianée certifications it requires. As of
April 1974, the central office had not required such monitoring and
none of the field stations visited by Commission staff had taken it
upon themselves to determine if VA's nondiscrimination requirements
were being followed.
9. 1In August 1972, VA published draft regulations similar to the
regulations adopted by HUD for the affirmative marketing of properties
by builders and developers who receive VA approval for the development
of “subdivisions.
a. The draft requirements do not extend to housing~i§ subdivisions
which have already received VA approval. |
b. VA has inexcusably delayed in issuing final regulationms. .
c. By failing to follow HUD's example in adopting final regulationms,
VA has broken off a traditionally coopergtive arrangement between HUD
and VA for gubdivision approval. ’
10. Although VA's collection of racial and ethnic data, which covers its
acquired property, loan guaranty, and direct loan programs, is generally
impressive, it still has some deficiencies.
11. There remains an underrepresentation in minority and female partici=

pation a8 fee appraisers, management brokers, and inspectors in the VA

hoysing program.




a. Despite the VA central office's intent that minorities be

recruited for those positions, regional efforts to increase the

3 [
N -

numbers of minoritigs in these roles are generally insufficient.

b. - VA has not urged field stations to recruit women to participate

T -
(4 Laal |

as fee appraisers, inspectors, or brokers. -

o w

12, In uuly 1972, VA first:— required its field stations to advertise their

P

sales of acquired properties in the minority media. As of mid-1973, howeVer. o
: R / -

compliance with the advertising-requirement was lﬁmeven. ’ s

- /
i
f
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Chapter 4 '

" FINDINGS AND CONCLUSIONS

. General Services Administration (GSA)

i.; The Generai Services Administration is the agency responsible
for the acquisition, through construction, purchase, or lease, of
space for Federal facilities. As the Federa{\?overnment's real
estate-agenti3 GSA has a unique opR?rtunity for ensuring fair housing
in communities surrounding Federal agencies.:

2. Executive Order 11512,which sets forth\GSAfs space acquisition
responsibilities, contains several factors of particular 1nt;fe8t to
minorities and women. GSA,when acquiring and assigniﬁg space, must
éonsider the availability of ;dequate'low- and.mpderate-inpome
housing; accessibility to the site from other areas of the urban
center, and the adequacy of parking. It is also required to g?cate
the facilities in a manner designed to'exert positiYe economic and
social influence on the develdbment or redevelopment of “the are#s
where facilities will be located. Th; Executive order,TQowever,
does not contain an explicit proyision that GSA cgygidei‘the extent
to which housing is available without discrimination on the basis

of race, national origin, religion, or sex.

3. Pursuant to the Executive order, HUD and GSA signed a Memorandum
of Understanding in which GSA agreed to solicit HUD advice on the
av;ilability of housing without discrimination based on race or
national étigin in communities under consideration for Federal agency

location, -

- - 361




© which define #UD and GSA responsibilities in executing the agreement,

+

4,

have several weaknesses:

. 343

a. Althoughlsex discrimination in housing is a serious problem
and is prohibited by law, the Executive order makes no d;n;id; of
asSuriné that in ﬁ9y community selected there’is no discrimination
against women in the financing, sale, or rental of housing.

b, The‘ memorandum surrenders some of GSA's leverage to ensure
fair housing by requiring that fair housing p; available only for
Féderal employees. There is no such limitation in Title VIII of

the Cfvil Right8 Act of 1968, upon which the memorandum is

~y S
GSA procedures for implementing the Memorandum of Understanding,

predicéted.

c

2. The procedures do not make the presence of fair housing an
b

absolute requirement when locating Federal agencies, making it

pbssiblg for"GSA  officials to ignore this factor.

b. The implemeénting procedures do not require that State and
local officials se informed when & survey is made to assess ;
community's potential for accommodating a Feder%l facility or

n
when a review is conducted in conjunction with a lease action, and QL\ i

]

there is no requirement that information in HUD's reports
concerning low- and moderate-income and iair housing be made
available to the State, the community,—fair housing groups, or

Federal agencies in order to ensure that uncovered deficiencies can

be corrected.
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5. €SA's implementation of its fair housing responsibilities has

been highly inadequate.‘

a. In requesting HUD advice, GSA has sometimes merely requested

concurrence with its previously fq;mulated position that fair
housing is adequate. Moreover, GSA has often failed to ask
HUD for any advice concerning fair housing in commwnities‘under
consideration for Federal space. ' 1 . -

b. HUD's reports have geherally been poor, often only providing

v

limited information, and thus ignoring the requirements of

IR

the memorandum: GSA has willingly accepted the reports, generally not

indicapgng any disappfoval‘of tHem.

c. GSA and HUD have not specifically delineated how nondiscrimi-
’ <

nation shoqld be meatg§ed,failing to state, éor example, that HUD
should examine fair hodéing conéitions fﬁ& ﬂonblack minority
groups. " Z

6. The memorandumkrequires that 1f GSA selects a site which HUD has

indicated 1is inadequate with respect to fair housing, a written affir-

mative action plan to remedy the situation must be developed by GSA,

HUD, the Federal agency involved, and the community in which the

installation will be located. This requirement has the following

N
weaknesses

a. The requirement is vague because the responsibilities

of HUD, GSA, the‘agency involng, and the communit§ have
not been clearly defined and mechanisms for remedying

"inadequacies have not been outlined,
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b. The affirmative action requirement does not have to be

implemented -ntil 6 months after occupation of the building, ‘

which means employees may not be able to relocate with their

agencies, Moreover, if the community fails to implement the
affirmative action plan, the Federal Government has lost the
leverage which could have been used to bring fair housing to

the community.

”

7. GSA éontinues to lack a full-time director and sufficient staff to

&
~ €oversee its fair houging efforts. :
.a. No GSA civil rights staff are assigned responsibilities for

implementation of the agreement. .

b. GSA program staff have recdived inadequate training concérning

the nuances of housing discrimination.
1]

'8, The memorandum contains g provision that it will be reviewed

1 year after its issuance and revised to include any provisiod $

necessary to improve its effectiveness in light of actual experience.
; )

Although 3 yg;rs have passed since the memorandum was signed, no
review has taken place. )

N R

-
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% GENERAL RECOMMENDATIONS ” '

1. The President should direct the Secretary of the Department of Housing
and Urban Development to make enforcement of fair housing provisicas a
;higher departmental priority in order to accomplish the following ﬁajor ‘
objectives within the next 12 months in that area:

8. HUD should, within the next year, allocate sufficient resources

. »
to conduct at least 50 comprehensive communitywide Title VIII com-

pliance reviews of all major institutions whichaaffect phegﬁroduction,
sgle, Snd rental of housing, including Stsate and local governments,
housing ad%horities, builders and developers, real estate brokers,
managers, and lendersj and yet not diminish its complaint-handling respon-
sibilities in the fairJhousing area,

b: Where housing discrimination ;s found as a result of these
comrunitywide reviews which cannot be .correctes by HUD uﬁéer its

Title VIII authority, it should use all other leverage it has to

bring about nondiscrimination in housing including, where apprOpriate the
termination 6f financial assistance under Title VI and Executive Order
11063, - ‘-

c. HUD should make the submission of an affirmative plan for'widening
housing opportunities fbr minorities, wbmen, and persons of low income

an absolute requirement foi'participation in its housing activities,

including funding, subdivision approval, and mortgage insurance, Before

approij;g any application, HUD shotld review and approve all such plans,
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2. The fair housing responsibilities of the Federal Government should be
restructured. The Veter;;s Administration, the General Services Adminis-
tration, the financial regulatory agencies, and all ther agencies, vl th
fair housing re;ponsigilsties.should draft comprehensive regulations
detailing the duties of those affected by their programs and activities,
including State and local governments, lenders, builders, dgvelopers, and
real estate brokers. These draft regulations should be subject to approval
by HUD, When the regu17zz:ns are issued, the agencies should délegate
their implementation to HUD. Thus, HUD would‘conduct compliance reviews
for these’'agencies, process complaints, conduct studiés, hold hearings, and
" collect and analyze data on race and ethnic origin cross-tabulated by sex.
The agengies would retain the duty to condup; all of their ptﬁgrams in a
man;ér to affirmatively further the purposes of fa%r housing, and impose
sanctions in the event that they are informed of noncomplignce with their
regulations by HUD, The‘agencies would be obligateé to cdbpegate w@tﬁl
HUD in executing the responsibilities they delegate, reimburgifg HUD for
the costs of implementing the rt.agulations and lending HUD staff when )
necessary.
3. Congress should ame#d Title VIII ofbthe Civil Rights Act of 1968 to’

0y

authorize HUD to issue cease and des.st orders' to elhqpnate diécrtminntqry

. ¥
housing practices, N
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i Chapter 1

RECOMMENDATIONS N

Department of Housing and Urban Development (HUD)
. . ,

1; In orde; to strengthen ;UD's.program to combat discrimination in °
housing, the following steps ghould,be taken:
' s. HUD shouid make ccmpliancé reviews the core of its
. compliance program,
b.  HUD should embark promptly on a systematic program of Title
VIII commmitywide pattern and practice reviews‘to be undegtaken
in all major metropolitan areas in the Nation and in a sample of
smaller cities, suburbs, and rural counties. ABeyond the éoal for
50 reviews to be set by the Ai:sident, yearly gohlﬁ forkthe number
of reviews to be conducted shoulé be set for each HUD regional
office.< Detailed guidelines for the conduct éf these reviews |
should be drafted. \\ ’ ,
c.  HUD should capduct thorough Title VI coﬁpliance reviews of
3 representative percentage of the pag;icipants in-its programs
‘annually. HUD should develop a formula for determining this

!, percentage based on the number and types oﬂ‘recipients and the

funding they receive,

d.  HUD should éake steps to inform persons of Spanish speaking
‘ background, Native Americans, and AsiaQ Americans of their rights

to fair Housing and of how to file housing’discrimination com-

plaints. Informational materials in Chinese, Japanese, and some Native

American languages shot “e prepared and widely disseminated.

HUD should increase its use and circulation of Spanish language

materials. - .

' / - 367
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e. HUL should continue to increase the efficiency of its complaint-.

+

handling system to decrease delays and permanently eliminate any

backlog.

f. HUD should renew its request to Congress to provide -funds to State
and local agencies for handling complaints it:'re_fere.c HUD should eénforce
its requirement to recall all of those complaints which are npt handled

" by State and local agencies in a timely manner. Where .repeated recalls

are necessary, HUD should rescind substantial equivalency status.

g. HUD shoﬁld not permit neéot}ations for 5pmpliance to continue
beyond 90 days after a finding of ;oncompliance.

h. HUD should defer-new funds until compliance is aé@ievea from all
applicants yho are qu in compliance with Titlg Vi. In al)l instances
in which neggtiations with a recipient are unsuccessful, HUD should
inftiate fund termination or refer the matter to t%e Department
of Justice with a recommendation that a lavguit be filed.

i. Until stronger powers are gziven to enforée Titl V;II, HUD should
_refer to the Department of Justice all Title VIII cases in which
an agreement for compliance ;cqeptable thHUD cannét be obtained. .
3. ﬁUD should establish a‘viabie’brogram éog;regularly monitoring

the compliance agreements it has negotiated under Title VIII and

Title VI.

i O 3
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T . e . e
2. HUD .should hold hearings, conduct stadies, and ‘gather data to’

R o .
he 3

assess'the type and extent of sex-based housing, discrimianion; It

should initiat®efforts to inform the publfc that sex-based disifimi-
‘ nation in housing is illegal. It should draft(pegulations indicating
what actions are prohibited and how HUD- intends to implement the
recent}y enacted law banningusex discriminatioﬁ,in housing.
3. HUD should strengthen its affimicig-é faif housing marketing .
. régulations. . . . ) ’
as The regulations shosld be revised so thaF they cover all existiqg
. housisg funded or approved by HUD and all housing marketed by ' .
. those who submit affirmative msrketing pians“
b. HUD should issue guidelinee for setting goals for the ﬁu?ber
of propefties to be marketed to minorities. These gﬁidelinss
should assist in.identifying the population to whom hs;es will be
sold and in assessing the racial-ethnic characteristics of that

population.
-

) <c. HUD should establish in all field offices a program fqr the
monitoring and they must be gisen sufficient guidance for the
b taske. - ‘ ~
. -~ .
d. HUD should provide granés to local fair housing groups so that
tﬁsy may assist it in monitoring affirmative marketing plans.
e. WD should conduct a nationwidc zvaluation of the impact of '

the affirmative marketing plans on racial and ethnic cccupancy

o .

\« pattems. . - g

/

., monitoring ofd?hese plans. More staff musé‘be alfocaéed for ~
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4. HUD should begin implementing the joint HUD and VA certification

agreement. It should provide relevant trainihg_ to its field stéff,

and it should meet with VA to ensure bilateral enforcement of the

certifications.

5. HUD should use annual arrangemer.:s, namely promises by local gbvermnent:s

to meet HUD require;nents in exchange for HUD f:;n:‘.!ng as levetage to coun;it -
local govermments to undertake’ widespread affirmative action to open up
equal housing opportunities in th. participati ng cities. )
a. Equal opportunity staff should always be included as members
of‘ the team negotiati.ng annual arrangements.- \
b.w A11 annual arrangements shOuld in{clude a fair hOusing component:.
c.. HUD should @stablish a formal system for conducting compliance
reviews of the gmmél arrangements.
6. HUD should' make the following improvements in its sys.tem of raclal
and ethnic data collection: : . - .

a. It should cross-classif‘y- :l-ts racial-ethnic data acco;:ding

to sex.

‘b. It should collect racial and ethnic data on private housing.,

) neighbortlood composition, apd the population for which HUD's programs
are targeted. ' .
- .

c. HUD should require its equal opportunity staff to use the data .

;: collects.
7. HUD should establish ‘a étronszer p’rogr':am cf w?peratiommd
coordination with other Federal agencies including the Gex.{eral Services
Administration, the Veterans Administration, the financ;ial regulatory

Q R
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agenciess; and the Department of Justice.

1

a. 1t should always providegﬁhe information required by the

HUD-GSA Memorandum of Understanding.

b. HUD should issue regulat{ons réquiring nondiscrimination in

-

mortgage financing. ™

Ly
.
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Chapter 2°

RECOMMENDATIONS

Federal Reserve System (FRS)
Federal Deposit Insurance Corporation (FDIC)
Comptroller of the Currency (COC)
Federal Home Loan Bank Board (FHLBB)

g

1. The agencies should promulgate comprehensive regulations to assure

nondiscrimination by their regulatees. The regulations should make

L

clear that the regulatees are responsible for remedying any discri-
mination which occurs and that failure to do so will result in the
imposition of sanctions.
b FBS, FLIC, and COC should publish equal opportunity
regulations which, at a minimum, include all provisions of the

FHLBB regulations.

b. All agencies should include in their regulations a prohibition
of discrimination in mortgage finance based on sex, with a detailed
listing of the discriminatory acts prohibited.

c. These regulations should require that a fair housing officer

be named in each regulated institutioq.

d. The regplations should require collection and analysis.of
racial-ethnic and sex data on all applicants, Data should also be
collected anonymously on those who seek loans informally, Racial-ethnic
and sex data should be correlated with information on Lhe acceptance or

denial of loan applications; the reasons for any denials; the incomes of
s

the applicant and spouse, as well as any supplementary income, sudh as

from a second job or overtime; the amount of the loan being sought; g:.nd

Q ‘
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the cost of the dwelling for which it is being sought.

e. These regulations should call for a written affirmative

action program to be maintained by each regulatee indicating how

its fair housing responsibilities will be executed. These plans

should be submitted upon request to the regulatory agencies and

should be availgble for review by the public.
2. All four agencies should require regular examination of the fair
housing activities of their regulatees. The examinations shculd be
indepth, onsite investigations. The examiners should review thc
content and implementacion of ary affirmative action plans and should
review all racial and etbnic data available to determine if the
regulatees are engaging in such practices as refusing to make loans
to minorities in all geographic areas or certain specific geographic
areas, refusing to make loans to nomminorities in predominantly
minority areas, blockbusting or providing financial support to real
estate agents who engage ia blockbusting, and using discriminatory

criteria in assessing creditworthiness, A report of such examinations
o k

should be submitted to top level agency officials for review.

3. An examiner training course such as the one held by FHLBB in the

summer of 1972 should be ébnducted for all examiners in the four agencies.

Refresher courses should be offered annually to cover any changes in
laws and regulations ahd-periodic repetition of the entire course should
be made for newly hired examiners.

4. Handling of Title VIII complaints by the agencies should be

f;nsticﬁily improved,

IToxt Provided by ERI

ERIC . 373 ‘
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a. The agencies should jointly deve10p\a plan of coordinmated
complaint handling with HUD. Edch agency should obtain from HUD

a copy of any complaint HUD receives against one of the agency's
regulatees.

b. At the central office level complaints should be handled by
only one unit in each agency, and all staff handling complaints
should be provided with trainifg to enable them to fulfill their
responsibilities.

c. Reports of all complaint settlements in the field should be |
sent to Washington. These should be reviewed by a designated

unit within each agency, and examiners should be directed to reopen

their Investigation if a complaint is not handled adequately.

5. Each agency should appoint a full-time fair housing director

assisted by an adequate professional staff. -

a. The responsibilities for writing guidelines for the enforce=

ment of Title VIII regulations, developing a fair housing manual

and training-pf%gram for examiners, reviewing selected examination
resorts with respect to fair housing, participating in the
e*amination of selected banks and savings and loan associations,
apd reviewing complaint investigations made by their agencies,

b -

including their regional offices, should all be concentrateg in :ﬁt)

-

‘this office. This office wculd also review a sample of fair

;/housing programs maintained by the regulatees.

;B. Certain examiners should be given permanent &ssignments for L,///)

conducting equal oppoitunity investigations of the regulatees.
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RECOMMENDATIONS

Veterang-Administration (VA)

.1° VA should pursue more vigorously its legal, and moral obligations in the
aren.of fair housing. -
a. VA should require a promise from the lendérs with which it deals that
theyowill not discriminate on the basis of race, ethnic origiﬁ,'or sex
in their mortgage lending practices and siiould stipulate that these
lenders do not lend money to buij}ders and deveiopers who discriminate.
b. VA should issue guidelines for its field stations and for
builders, dzvelopers, brokers, lenders, and other participants in its

programs requiring the total elimination of sex discrimination in its N

housing programs.

2. Equal opportunity staff of the VA ceniral office Loan Guaranty Serv.:é

should be hedded by a full-time director who has sufficient authority to e
ensure execution of VA housing procedures.

3. 'The 50 VA field stations should include persons with at least. regular

part-time equal opportunity responsibilities, and VA must take steps to

ensure that its equal housing opportunity requirements are being adequately
imglemented by its field staff. l 2

4. Program staff in both the central office and the field gtaéions should be

given ébecific féir housing training to familiariée them with the proper

-

procedu;rs for ensuring egual housing opportunities.

»
- s
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5. VA s?ould make certain that minorities and women affected by VA
programs are informed of its fair housing responsibilities and know
how and where to file a complaint of discrimination.

6. VA musté;ggure that all of.its participating management and sales

brogerS'si the HUD-VA nondiscrimination certification requirement, and

VA should/not allow brokers who have notf signed the certification to sell
VA-owned property. “\
7. VA should conduct civil rights reviews of the activities of builders,
developers, lenders, fee appraisers, and brokers in order to determime
if there is discrimination b} participants in VA programs.
8. VA ;;ould issue promptly its affirmative marketiné r;gulations.
a. . These regulations should include an extension of the proposed
affirmative marketin; regulati;ns‘to cover housing in subdivisions
which already haye VA approval.
b. YA should‘;egstablish a cooperative arrangement with HUD for
subdivision approval.
9. VA should take steps to further upgrade.its system of data collection
and use- o
a. VA should implement as soon as pogsible its plgaé for expanding its
data system to enable correlation between race and ethnic characteristics
>

and other factors such as downpayment size aqd time lapse between loan

application and approval.

Q 5 §3ﬁ?(;
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b. VA should collect data on spouse income and should cross-tabulate
by sex its racial and ethnic datg\og participation in its loan program
in order to assess the discrimination facing women of all racial-ethnic

groups. . e

10. The w;shington office should take firm steps to require the loan gubranty
divisions to increase minPrity and female participation as fee appraisers,
brokers, and 1nsgectors in the sale and(ﬁanagement of VA-acquired property.
11. é; should ensure that all field stations fully execute yA's req;ireéént
to advertise the sale of VA-acquired properties in the minority media. If
sales of these properties continue to per?etuaﬁe existing patterns‘of segre-

. . ' s
gation, VA should conduct a study to d?tg:mine if this 18 due to factors

_ within its control.

™
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Chapter 4 .

RECOMMENDATIONS

General Services Adm;nistration (GSA)

.
~

1.* A revised Executive order should be issued which would require
/;h;t Federal agenfies-relocate in comuunities which are free from
housing discrimination baseq on race, national origin, religion, and
sex.

-

2, The HUD-GSA Memorandum of Wnderstanding should be revised:
a. It should be extended t: include nondiscrimination in housing
based on sex.
b. It should cover all housing in the communities affected, not

wA

merely hous;ng for Federal employees.
. 3. GSa's implementing pr;cedures should be revised to reflect the .
following.factors: . {Tﬁ
a. No Federal agency should be allowed to lo .ate in a zommunity
:+ which does nat assure open housing. l ‘
b.- State and iocal officials and fair housing groups should always
be informed when any type of investigation is conducted and the
" findings should always be made avallable t$ them. ‘
4. GSA needs to strengthen its implementation 7;{?22’;:::}ﬁ%using
responsibilities: \ .
a. GSA should specifically ask HUD's advice on the status of fair
housing in all communities dgaer éi?sideration for Federal'space.

b. GSA should reject all HUD's reports which fail to include

information mandated by t.ie memorandum and shduld request that the

- \
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information be provided. ' 1
. ¢. GSA and HUD should agree on the details of how ﬁhn should
;onduct the fair housing investigatiom. The investigatiqp should
reflect concern with housing opportunities for women and all

minority groups, including persAna of Spanish speaking back=-
)

N
ground, Asian Americans, Native Americans, and blagks. At a
minimum, HUD's investigation should include: 1) testing of all
] new and existing rental and sale hohsing, ?) a comprehensive

~. g review of the operation of all HUD programs to see-if the locality“

;ié‘ccmg}ying with HUD‘equal opportunity requirements, 3) consulta~
- .

tion with cdﬁmunity groups engaged in fair housing activities in
2 - the area, 4) a public hearing on the quantity ahd quality of
hqusing available on a nondiscriminato:y'Basis, 5) a review of
the municipality's fair housing activities, and-6) & review of
local banking practices. > -
5. The affirmative action pian requirement needs to be strengthened
in tﬁe following ways: |
a. The responsibilities of HUD, QsA, the agency involved, an?
‘ the community for drafting and monitoring the plan should.be
clearly defined in wiigzen guidelines.
b. Implementation of the affirmative action plan should be
requir;d prior to the occupation of the building.
.

6. GSA should appoint a full-time, sdnior-grade official to oversee

the execution of its fj}r housing requﬁsibilities.
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a. This official should be provided with adequate fair housing
staff.
b. GSA should initiate fair housing training for all staff with *

responsibilities in connection with Executive Order 115%2.

7. GSA should conduct an immediate evaluétion of the Memorandum of

Understanding the implementing procedures, and their execution, to

gauge their weaknesses and determine how best to correct them.




