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During the War Between the States, six
Union generals tried and failed to take the
capital of the Confederacy. McDowell,
McClellan, Burnside, Hooker, Meade, and
Grant all attempted frontal attacks on
Richmond, and the Confederate army beat
each one back. Only in the last days of the
war, after a long siege of Petersburg on the
city's southern flank, did the Confederates
evacuate their capital city, set fire to the
government warehouse, and give up their
attempt to resist federal control.

But what the federal government could
not do with rifles and cannons in the 1860s it
may have accomplished during the 1960s
and 1970s. Ulysses S. Grant would find
delicious irony in the impact that federal
grants have had on the former capital of the
South. Where citizens once fought for states'
rights and against federal interference in
local affairs, one now finds neighborhood
service centers and job training programs
paid for, and administered under the rules
of, the federal government. Federal grants .
have so permeated the very fabric of
Richmond's neighborhoods and city govern
ment that Richmond, like almost every other
city in the nation, has become a federal
city-a city that is intimately and directly
involved in the pursuit of nationally mandat
ed goals through the irresistible inducements
of federal grants.

Richmond relies heavily on federal grants.
For every dollar that the City of Richmond
raised from its own sources in 1979, it
collected 54 cents from the federal
government-a total of $84 million in

Author's Note: Quotations in this news letter come from
interviews with Richmond city officials, whose assistance is
Rratefullyacknowledged.

federal grants compared with $156 million in
local general revenue from the city's own
sources. Of the total federal funds, 19
percent came from just two programs: the
Comprehensive Employment and Training
Act ($9 million) and Community Develop
ment Block Grants ($7 million).

These two programs, part of Richard
Nixon's urban aid strategy, were formed by
consolidating earlier categorical grants into
broader programs. Legislative formulas,
designed to measure local need, determined
the amount of money each local government
would receive. The Comprehensive
Employment and Training Act (CETA),
enacted in 1973, allows the cities wide
discretion in establishing their own
manpower training and public service
employment programs. The Community
Development Block Grant program (CD),
passed in 1974, gives cities a nearly free rein
in running their projects for housing
rehabilitation, dev lopment, and public
services. Both programs have relatively
simple application and reporting
requirements. Their goal was to transfer
responsibility for running the programs
from the federal government to the local
governments.

The federal government's basic method of
ensuring accountability would be perfor
mance monitoring, consisting of audits to
determine whether the cities had followed
proper financial procedures and monitoring
visits to see if the cities had followed the rules
of each program. These techniques of
oversight were intended to reduce the
administrative burdens imposed on local
governments by previous grant requirements
such as the lengthy application process that
had become legendary in some of the
categorical programs.

The granting of federal monies without
specific policy constraints proved irresistible
to Richmond and her sister cities around the
nation. Increasing local demands for more

services made more money in almost any
package attractive. Indeed, after a decade of
increasingly strong attacks on the narrow
categories, lengthy applications, and bur
densome regulations of the categorical
programs, the promise of guaranteed entitle
ments, broad discretion, minimal paper
work, and less federal involvement was a
seductive inducement.

As CETA and CD have evolved, however,
increasing federal controls on the use of
grants and the growing influence of non-city
agenci~s over the implementation of pro
grams have undercut the broad discretion
cities were to have exercised. In short, the
actual experience with CETA and CD has
led to both centralization of power in
Washington and decentralization of pro
gram operations to non-city agencies~ the
role of city hall, in turn, has been diminished
by the interplay of these forces. Local efforts
to deal with these tendencies have led to the
bureaucratization of development programs
in city hall~ new, and apparently permanent,
agencies to manage the programs~ extensive
procedures to ensure compliance by operat
ing agencies with both federal and local
goals~ and a large staff to carry out these
procedures. This news letter will examine the
administrative changes these grant programs
have brought to Richmond. It will show how
the federal government, despite its promise
of decentralization, actually has drawn more
power to itself, accomplishing with grants
what its army could not achieve a century
before.

CENTRALIZATION

Not everyone shared the cities' initial
enthusiasm for the CD and CETA pro
grams. Many rnembers of Congress had
serious reservations about the discretion that
the programs allowed recipients, and many
national interest groups feared that the local
governments would shift program goals
from those they favored to ones more
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popular at the local level. Would local
politics corrupt national policy goals? Did
local governments have adequate manage
ment expertise to implement the programs?
The new programs promised only minimal
federal supervision of the cities, and many
suspicious observers in Washington serious
ly questioned whether the trust embodied in
the programs was well-placed.

It did not take long for such fears to
receive support. An armada of federal
monitoring groups set forth to examine local
performance, and these monitors encoun
tered tales of CD funds used to build tennis
courts and marinas (instead of housing for
the poor), as well as corrupt hiring practices
in CETA programs. Charges of abuse and
outright fraud were legion. In many cases,
however, the allegations turned out to be
baseless; and even in those cases where there
truly was fraud or abuse; no one knew how
large the problem actually was. Were the
problems incidental cases of sloppy manage
ment, or did they indicate persistent,
widespread local corruption?

Reactions in Washington, however, ren
dered this question moot. The Department
of Housing and Urban Development began
taking a much closer look at CD applica
tions and insisting that cities document the
extent to which each project would benefit
the poor. In the CETA program's 1978
renewal, Congress put limits on how long
CETA participants could work and how
much they could be paid. In addition to
supervising local applications more closely
to ensure that the local governments fulfilled
their federally defined obligations to the
poor, the federal government also began to
conduct far more stringent monitoring. As
one Richmond official explained, "They
require us to have a mechanism to substa
tiate the fact that we are benefiting low and
moderate income people...."

All of these actions created a complicated
mix of federal controls: extensive regula
tions detailing what had to be done;
application reviews to determine whether the
cities were meeting the regulations; and
monitoring procedures after program execu
tion to see if the cities had complied with the
regulations' requirements. As Richmond's
assistant city manager, A. Howe Todd,
explained, "Here we are five or six years
down the program with HUD, and HUD is
putting the screws on. Their method is
through the grantee performance report. I
see more and more constraints being put on
us, making it more and more costly for us to
comply with their requirements." At the
same time, the federal government also was
attaching a broad range of general require
ments (fifty-nine of them, according to one
U.S. Office of Management and Budget
count) to all federal grant programs. These
crosscutting rules covered areas ranging
from citizen participation and environmen
tal protection to labor wage standards and
equal opportunity.

The result was that the cities had to
assemble an enormous mass of data to keep
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the federal agencies satisfied that all of the
standards were being met. As Richmond
Finance Director Jack Lissenden explained,
"Their [the federal agencies'] monitoring is
much more demanding than anything we've
ever had before, even the categorical grants.
They are monitoring much more closely than
before." The federal agencies, Lissenden
said, were now sending armies of inspectors
to examine the books for days, whereas
before they might have sent one investigator
to review the records for a few hours.
Complicating the city's record-keeping task,
furthermore, were frequent changes in those
items that the federal agencies wanted the
cities to measure. One city*official pointed to
recent federal regulations in the CD program
that required the city to determine the
beneficiaries by income and sex for projects
such as sidewalk cuts that make it easy for
wheelchairs to pass over curbs. Another city
official made the following comments about
his relationship with HUD regarding admin
istrative regulations for the CD program:

The regulations always call for having
all the information in a file. A file to
me is the four drawers out there in a
cabinet. But for the field man, a file
means one folder. I've had to change
my filing system three times. Now, I'm
back to the system I used at the
beginning of the program.

Through all of these changes, the federal
government has subtly drawn power back to
Washington. This centralization has come in
rules both about the substance of programs
(who must be hired or what projects must be
funded, for example) and about the proce
dures that local governments must follow
(such as what public hearings must be held
and what environmental effects must be
examined). The federal government has
required the collection of more information
on more kinds of problems by more cities
than was ever the case in the categorical
programs. 'Furthermore, the federal govern
ment is relying more explicitly on general
regulation to control the cities.

Local officials have not complained too
loudly about the increased regulatory
burdens of the programs. Such complaints
might be confused with opposition to the
programs themselves, and the cities can ill
afford to lose the money. In addition, the
federal government pays the bill for most of
the administrative procedures it mandates,
so the regulations do not impose a direct
financial cost on the cities. However, the
federal government's increasing regulations
do have the important indirect effect of
expanding and complicating bureaucracy in
the city, a development that will be discussed
later.

DECENTRALIZATION

The CD and CETA programs in Rich
mond provide funds for a complex array of
non-city agencies. The city's Department of

Developmental Programs runs few of the
CD and CETA projects itself; while many of
the projects are assigned to other city
agencies, most are contracted out to non-city
agencies. In the 1978-79 fiscal year, for
example, non-city agencies spent 63 percent
of the CD funds and 64 percent of the CET·A
funds. As City Manager Manuel Deese
explained, "The more you get involved and
try to play the federal game, the more you
have to go outside [city agencies]."

There is no typical non-city agency. Some
of the organizations are holdovers from
earlier federal grant programs-the Com
munity Action Plan Agency from the War
on Poverty, social service agencies from the
Model Cities program, and Opportunities
Industrialization Centers from previous
manpower programs. Others are United
Way agencies and neighborhood groups.
Still others are quasi-city agencies like the
Richmond Redevelopment and Housing
Authority and the city's school board; these
agencies answer to the city council but are
not responsible to the city manager. It is a
strange conglomeration, but it is upon this
diverse group of agencies that the implemen
tation of Richmond's development and
manpower projects has depended.

Four factors originally shaped the pecu
liar organizational structure of the CD and
CETA grant programs. First, Richmond city
officials wanted to avoid building the
programs permanently into the city's bu
reaucracy. Federal funding for the programs
was sufficiently, unstable that the city
officials were reluctant to assume direct
financial and administrative responsiblility
for programs that the federal government
later might not support.

Second, previous federal programs had·
created a large and powerful constituency
for continued community-level funding. As
one manpower official explained about
CETA:

First, when CETA started, there was
very -heavy -emphasis ,[from the De
partment of Labor] on the fact that \ve
had to do business with the people
who had been doing business before
with the feds. Second, the nature of
city politics dictated that we had to
keep these people happy.

Most of these agencies, from the Community
Action Program Agency to the Redevelop
ment and Housing Authority, depended on
federal funds for their existence. Any
attempt to change the pattern of funding
would have stirred up loud howls from
entrenched organizations.

The changing nature of Richmond politics
also deeply affected these organizational
decisions. As CD and CETA arrived in
Richmond, the city was in the midst of a
dramatic change in community power. A
change from at-large to district representa
tion on the city council gave blacks their first
city council majori.ty, and they elected one of
their number as the city's first black mayor.



Before the change. the white council majori
ty had no desire to jeopardize an already
precarious position by antagonizing black
community leaders with a change in funding
strategy. And after the blacks gained the
majority. their one-vote edge left no room
for dissension. Particularly in the CETA
program. the community-based organiza
tions were enjoying support that made a
dramatic reorganization unthinkable.

Finally, for some of the projects, particu
larly in the CD program, non-city agencies
were the city's only alternative. The Rich
mond Redevelopment and Housing Author
ity (RRHA), for example, had worked for
years on the city's redevelopment program.
For the redevelopment projects continued
under the CD program, RRHA was the only
agency in the city with the expertise to make
the projects work. Dismantling the agency
would have meant destroying much needed
expertise.

The use of non-city agencies, however, has
complicated the management problems of
the city (and principally of its Department of
Developmental Programs). As the grant
recipient, the city is responsible for ensuring
that the general grant requirements are met
regardless of who operates the projects. With
more than one hundred non-city agencies
operating CETA and CD projects, the
Department of Developmental Programs
has had to devise procedures to make sure
that all operating agencies follow both the
federal government's general rules for grant
programs and the respective federal agency's
particular rules for the CETA and CD
programs.

Then there has been the task of ensuring
adequate performance by the operating
agencies. Some of the CETA and CD
agencies were new to the grant business~ and
even for those that were not, previous
experience was no guarantee of adequate
capacity. City officials suggested that in the
previous categorical programs the federal
government had not overseen the
community-based organizations very close
ly: "Private non-profits [non-profit organi
zations] can get away with a little more that
governments can," one city official re
marked. Furthermore, city staff members
agreed, the use of non-city agencies often has
raised problems of competence: "Going to a
non-city agency, the chances are very good
that they [the staff] wouldn't have the
capacity to manage a project." Even basic
skills like accounting for petty cash and
maintaining adequate financial records,
according to some city officials, often have
been absent, and the pursuit of project goals
therefore has been an uncertain business.
The city has faced, first, the task of factoring
its program goals into projects that the third
parties could handle and then the job
(sometimes overwhelming) of making the
third parties both productive and account
able.
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In addition to meeting the federal govern
ment's general grant requirements and the
city's project goals, the city also has faced the
task of collecting data to satisfy the federal
agencies' increasing appetite for program
status reports. "The diversity and complexi
ty of the things we are doing [to satisfy the
federal government's demands] is getting
worse," one Richmond CETA official
complained. He pointed out that, after
quarreling with the U.S. Department of
Labor for a year, he finally had to purchase a
small computer just to collect the informa
tion needed to satisfy the department's data
demands. The burdens of collecting infor
mation, the official concluded, are not all
that oppressive, but they are time
consuming. "They are getting to be nitpick
ing," he complained. "They are capturing a
lot of statistics that aren't useful. They
should be asking, 'is anything useful happen
ing down there?' "

Just as the city has relied heavily on third
parties for operating projects, city officials
also have had to rely on them to gather the
required information, particularly data on
who benefits from the projects. Relations
between the city government and most
agencies operating CD and CETA projects,
therefore, have revolved around accounta
bility through paperwork: accountability to
the federal government for general grant
requirements and for specific program
regulations, and accountability to city hall
for the effective execution of the projects.

To meet these needs, Richmond has relied
(as have many other cities) on drafting
detailed and often lengthly agreements. For
city agencies conducting CD and CETA
projects, these agreements take the form of
countersigned memorandums~ for non-city
agencies, the agreements are formal con
tracts. These agreements spell out the
administering agency's role in detail-its
budget, detailed by activity such as land
acquisition costs, training expenses, and
administration~ its responsibilities, des
cribed by the nature of the project and a
"milestone chart" that indicates when each
step of the project is to occur~ and its
reporting requirements, defined in sufficient
detail to allow the city to follow the project's
substantive progress and to enable the city to
collect the information needed to satisfy the
federal government. These agreements
provide the city with its most important
means of control, extracting promises from
the operating agencies about exactly what is
to be done in which ways. As one official
explained, "We have no control over these
agencies except through the contract. The
only time we can dictate to them is when they
are in violation of the contract."

BUREAUCRATIZATION

Richmond's Department of Developmen
tal Programs has acted as the chief adminis
trative agency for the CD and CETA
programs and, in fact, draws its own

sustenance from the grants. Of the depart
ment's sixty employees in the 1979-80 fiscal
year, only sixteen (27 percent) were paid
from city revenues. Federal grants paid the
salaries of the other forty-four workers.
Department Director Aaron Knight was
frank: "The agency wouldn't exist without
federal money." And just as surely, the
programs have depended for their imple~

mentation on the agency.

As already discussed, however, the depart
ment's staff runs only a handful of the
projects directly. For the most part, the
department's role in both the CETA and CD
programs is that of an umbrella agency that
supervises the contractors, monitoring their
performance according to the contracts and
collecting the necessary data from them to
report to the Department of Housing and
Urban Development and the Department of
Labor. The staff relies on the trail of paper
that the projects leave behind to determine
how well the contractors are performing.

In the CD program, a multi-agency task
force cuts across the city's regular
departmental boundaries to deal with the
problems that often occur in non-city
agencies. The CETA program has a very
different administrative structure. The city's
CETA program is part of the Richmond
Area Manpower System, a consortium
formed by Richmond and four nearby
counties.) Richmond receives most of the
jobs, has half of the votes ·on the
consortium's governing board, and
administers the program for the consortium
through the Manpower Bureau of the city's
Department of Developmental Programs.
These arrangements have tangled the lines of
accountability still further, for that
department serves as the staff arm for the
regional CETA program at the same time
that it operates as the umbrella agency for
the city's CETA projects.

The bureaucratic arrangements for the
administration of CETA and CD in Rich
mond are intricate and convoluted. They
exist to satisfy the fragmented demands of
different federal programs, but they have
produced arrangements that make the
search for accountability a rigorous exercise.
The CETA projects come down to Rich
mond's citizens through the U.S. Depart
ment of Labor, the regional consortium, the
city's Department of Developmental Pro
grams, and numerous contractors, most of
which are non-city agencies. The CD funds
flow from the U.S. Department of Housing
and Urban Development to the city's
Department of Developmental Programs (in
part) and the city's Department of Planning
and Community Development (in part), as
well as to the task force (in part), and finally
to the program's contractors who, again, are

IThe four counties are New Kent, Charles City, Goochland, and
Powhatan; they form an outer ring around Henrico and
C~esterfield, . the two counties surrounding and immediately
adjacent to Richmond. Henrico and Chesterfield counties chose to
form their own consortium.



mostly non-city agencies. The two programs
have fostered the creation of a new agency, a
new regional consortium, formal agreements
among city agencies, and a network of non
city agencies doing the federal government's
business under local direction. All of this is
overlaid upon a city bureaucracy that, of
course, works in different ways under
different rules toward different local goals.
The bureaucratization induced by the CD
and CETA programs has had a large and
significant impact on both the management
of Richmond's city government and the
pursuit of federal policy goals.

THE ADMINISTRATIVE IMPACT OF
FEDERAL GRANTS

The federal government's search for
accountability in its grant programs has led
to a significant increase in federal regulation
of the cities. ichmond officials point to the
federal agencies' performance reviews as the
most important of federal controls. But these
reviews, conducted after the end of the local
program year, rest on a large and growing set
of regulations that specify such matters as
who should receive the benefits' of the
projects, which projects are eligible, who can
be hired to run them, and what project
effects have to be studied in advance. City
officials who administer the programs must
scrutinize the Federal Register, program
manuals, field office advisories, and federal
monitoring reports to figure out how they
ought to be running the programs.

These regulations have led to bureaucrati
zation of the federal aid function in Rich-
mond. Large agencies have been created to
manage the myriad projects and to service
the federal government's demands for
information. The demands for federal
accountability have scrambled the existing
ties among city agencies and have created a
different, federally oriented bureaucracy
overlaid upon locally oriented city agencies.
The number and complexity of the projects,
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furthermore, have created formal ties be
tween city hall and many private and quasi
public non-city agencies that now depend on
the City of Richmond for their funding and
that operate under formal contracts nego
tiated with city officials. The federal pro
grams therefore also have led to a large
network of intricate relationships that
channel aid to local agencies, with the City of
Richmond acting as the administrative
intermediary between the federal govern
ment, with its money, goals, and require
ments, and the non-city agencies, with their
own disparate agendas.

Richmond city officials do not seem
particularly annoyed by these arrangements.
They grumble about conflicting or unclear
demands from federal agencies, they dislike
rearranging their files regularly, and they
complain about the paperwork required. But
the city's administrative officials have been
willing to meet nearly any requirement for
the aid, provided the requirements are clear.

More important is the increase in the
administrative costs. More local staff people
are preparing environmental assessments,
equal opportunity and fair housing plans,
contracts, monitoring reports, performance
reports, and financial audits; more contrac
tors are filing reports to tell the city what
they are doing an~ to help the city keep the
federal agencies happy. There is, of course,
nothing wrong with using a share of any
grant for overhead costs to ensure adequate
management control. But three points are
significant.

First, more of these requirements are in
effect now than ever has been the case in the
past. For example, nearly all of the fifty-nine
general requirements that come with most
federal grant programs are mandates estab
lished in the last fifteen years; thirty-five of
these (59 percent) were ordered during the
.1970s.

Second, these requirements are more and
more the responsibility of local governments
rather than the federal government. Before

Nixon's New Federalism, for example, the
federal government performed the environ
mental reviews now required of the local
governments. The programs have trans
ferred the administrative burden for comply
ing with these requirements into local hands.

Finally, the programs have inserted city
hall as the intermediary between the federal
government and non-city agencies. This
happened, of course, because of complaints
that city government officials were being
excluded from important decisions that
intimately affected their communities. But
placing the cities in the intermediary role has
increased the overhead costs for the pro
grams and has focused the costs on city
officials.

Placing greater administrative responsi
bility on local governments for managing
federal aid was, of course, part of the
prograr:n ' logic: to decentralize to the cities
the burdens they could best carry. In the CD
and CETA programs this has meant decid
ing which projects are to be funded, what
they are to accomplish, and whether they are
performing well. But what was not a part of
this philosophy-and yet what has happened
nonetheless-is the simultaneous centraliza
tion of authority in Washington. The federal
agencies, because of pressures from Con
gress and complaints from interest groups,
have pulled back to themselves substantial
responsibilities. They are now collecting
information on how the cities are behaving,
writing more specific regulations to define
what good behavior means, and, more
generally, providing central management for
the programs to a far greater degree than was
ever envisioned by the early supporters of the
New Federalism.

For Richmond, it means that the federal
government has subtly invaded the city, a
maneuver it failed to accomplish with its best
generals and armaments during four long
and bloody years more than a century
before.

Entered as second-class matter
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