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INTRODUCTION

'vThe Subcommittee on First-Class Cities‘of-the'Comﬁittee on Urban
Affairs of the Pennsylvania House.of Representatives coﬁductedvpubiic hearings
froh March i through March 4, 1976, on the request of the City of Philadelbhda
for immediate authority to impose interim new taxes and to increase Certaih existing.

taxes. The city'is required by state law to obtain the authorization of the

'rGeneral Assembly to impdse‘or increase taxes in the middle of a fiscal year.'

‘This report summarizes the findings and recommendations of .a majority of the

members of the subcommittee based upon.testimony'taken at the hearings and'uponw‘
data gathered from.other informational eources.' : |

| The eitj's request for the aforesaid extraordinary taxing:authorization
was communicated to the leaders of the General Assembly'by letter from Mayor‘
Frank L. Rizzb dated January 19, 1976. Mayor Rizzo indicatedrtherein that
additiohal revenuee,were urgentiy needed to avoid a projected $80 million-deficit
during the fiscal year endlng June 30, 1976. |

State Senator Henry J. C1anfran1 1ntroduced the leglslatlon requested

by the city on February 10, 1976, and the bllls were referred to the Senate Flnance

\Committee. On February 11, 1976, Speaker Herbert Fineman 1nd1cated that the

" House Would hold public hearlngs before acting on the Senate 1n1t1ated leglslatlon.

Because of the urgency of the city's request, Speaker Fineman announced

»on February 25 1976 that the House would proceed with public hearlngs even
_though the Senate had not. yet approved the leglslatlon. Flneman a551gned the

r_task of hold;ng public hearings to the Committee on Urban Affairs chaired by

State Representative Charles Caputo;thepresentative Caputo requested that State
Representative Samuel Rappaport, chairman of the Subcommittee on First-Class

Cities, Whose'members are froﬁ Philadelphia, hold the hearings.



The ﬁeetings were héid in the secdnd floor auditdrium of the Central
YMCA, 1421'Arch'Street,.Phi;adelphia.' More than 60 witnesses téstified during the.
four'dayé, including'thé city controller, city finance director, economists,
executives of ieading businesses in the city, leaders.of publié embloYee unions,
representatives of indﬁstries th;t_would be directly taxed, spokesﬁen and ﬁomen
for'more‘than3§ community, civid, ahd'politiéal organiéatibns;.ahd maﬁy.citizens;
.Mayér Rizzo wasvinvitéd_to testify buﬁ_declined to appear.

Although 6ﬁly one member of City Council aﬁpeared at‘the heafiﬁgs;
the City Couﬁcil on.March 7, 1976} adbpted a resolution memorializing "the Senate
and the ﬂouﬁe of ﬁepresenfatives of the‘Commonweaith of Peﬁnsylvénia to giveb
vfavorable'cdﬁsideration to the legislétion, advocated by the’Cify of Philadelphia,
éﬁabling the City to fund the City's 1976 Operating Budget.",v

The hearings ran into the eveﬁing hours each day and covéréd morevthan>:
40 hours altogether. fhey;were generally well-attended by members of the public
and extensively covérea“by repbrters from newspapers and radio and television
stations. |

_ihe»subcommittee’s report is set forth in two p&rts.»lParf i cohtains the
subcommittee's findings and recommendations with regard to the city's specific
request for immediate legislation to authoriie Citj Council to impose new and
inCreésed taxes to avoid é deficit.in_the 1975—76 fiscal year. Part II contains
;he subcommitteé'é findings aﬁd recommendatioﬁs with regard to ﬁoséible long-range
- proppsals;.legislative'and otherwise, to help prevenf a recurrence of Philadelphia's
present-Budget problems_eithef in that‘city or in othef muniéipalities in the

Commonwealth.



PART I: PHILADELPHIA'S FISCAL CRISIS

* Findings

1. The City of Philadelphia faces a substantial deficit in‘the 1975~76

fiscal yvear largely because the administration has failed to control spending and

. has misrepresented the city's fiscal situationm.

The.city finance director, city controller, and.virtnally every expert
fwitness'to'appear before the subcommittee confirmedthe existence‘cf a substantialv |
:.1975—76 deficit if projected city renenues and expendituree were to remain unchanged.

| Although the‘cityrfaces adverse 1ong—range economic trends befcnd:its o
ccntrol; the ncst inportant caueesvcf ita immediate>5ndgetrprobiemé'are:the'citY's'"°
faiiure to contrcl to control spending and‘its use of'transparently unrealistic revenue
to balance the 1975-76 bndget. The Philadelnhia City Council vaniesced in the revenue
eStiﬁates and'must share in the biame for the city'a.current fiecal plight.b
| | Lennox Moak, city finance director, estimates the deficit at’$80 million,
of which the nrincipal items.are:

(¢D) 'Tnegcity projected a six percent increase in the assessed value
of‘taxable_real prOpert; for fiscal year 1975-76 over 1974~75.,%Tﬁé actual increase‘
is about 1.5 percent, resulting in a renenue snortfall of about $3 million.

(2) The city projected a 10 percent increase in‘ﬁage'and net—profit
- tax reVenues for 1975-76. The'actnal increase now is expected tovbe 6.4 percent_
resulting in a revenue shortfall of'anout $11 million. |

‘(5)--The'city budgeted $65 million in revenues that were‘contingentv
upon enactment of new legislation both by the Pennsylvania General Assemnly and bj_ a
the United States Ccngress;v?%o such legislation was. enacted, and’ncne of these
revenues materialized. ihe.$65 million consisted_cf;the fciching items.
(a) ‘Coilection of.$6.3 million in delinquent real estate Caxee
from the Penn Central ananeading.Railroads to'be'obtained upon the takeoner of the

railroads by CONRAIL.



(b) TIncreased personal property tax revenues of $26 million
resultingrfrom the elimination'of the tax exempt statuskof stocks in companies'that
pay capitalfstock tax to ‘the Commonwealth of Pennsylvania.> Elimination.of_the
exeﬁption would_have'requiredllegislatiVe enactment By tne'Generai Assemblyf

| ' (c)‘ An appropriation by the Generai Assembly to.local

gouernments of taxes the state collects from foreign 11fe insurance companies.
. The c1ty budgeted $10 million from this source. | -

| - (d) Recelpt of $12 m11110n in addrtlonal federal revenue

sharlng funds from a proposed $3—a barrel tax on imported oil and oil products.

| (e) Recelpt of $10. mllllon in increased legal f111ng fees
collected by Phlladelphla Common Pleas Court. This would have required enactment
by the_General_Assembly. | |
| ,.(f) -Voluntary refunding of ‘bonds sold in secondary markets

to be legislatively authorized by the General Assembly. The city budgetednreceipts

'of‘$l miilionvfrom thialsource. | |
| The c1ty proposes to e11m1nate the $80 million deflcrt by’ 1mp051ng the

follow1ng new and increased taxes:



PROPOSED INTERIM TAXES TAX RATES, AND PROJECTED YIELDS

- FOR FY-76, GENERAL FUND, CITY OF PHILADELPHIA

(Amounts 1n Milllons)

Rate

femporarz:Taxesvr

1. -Hotel Tax | ’k 5.0
-2, Food and Betetages . . ‘5.0

ePerﬁaeent Ta#es. |

3. Amusement fax s ‘>+5.0Z*

_4,‘ Parking Lot Tax N +5.0%

'S.j Parking Garage'Tax**-. : 715;0%

6. Mercantile License Tax +1/10Z

7. Vending Machine Tax = $50
8. Real Property Taxh]' +14 mills

TOTAL

,Ameunt Needed to Eliminate
Estimated Def1c1t at June 30, 1976

" *Broaden base.

' **Assumlng 10,000 spaces at $600 per space = 6,000, 000 x .15

‘Estimated

Duration Yield

‘Start  Finish - FY-76
3/1/76 12/31/76 0.6
3/1/76 12/31/76 5.7
©3/1/76 - . - 0.7

3/1/76 - 0.1
3/1/76 ~ 0.2
3/1/76 - 8.5
'3/1/76 - 1.0
1/1/76 - 63.7
80.5
80.0

= $900,000.

William Klenk, city controller, estimated the 1975-76 deficit to. be

- $100 millioh; Mr. Klenk attributes most of the $20 million difference between his

estimate and Mr. Moak's projection to .larger wage settlements than were provided

- for in the city's budget. The subcommittee lacks the time and resources to reach

- an 1ndependent judgment about the prec1se size of the deficit.

However, the

subcommlttee f1nds as a fact that a substantial def1c1t, probably-between $80 and

$100'm11110n, will occur if city revenues and expenditures remain on thelr current

- course,



2. The City of Philadelphia faces substantially higher interest payments

and possible default if it does not take immediate steps to cut spending and increase

revenues.

' No Americanm city can survive without frequent aécgss to the_ﬁatiqn's
éredit mérkets,-and Philadelphia‘is no exception; >Mr; Moak testified that the city
will have to‘borrow $40 to $50 million on July 1, 1976, to meet its payroll and other
‘expenses. Although.subStantial,borfoﬁing,in early July is part of the city's normal 
fiécél acti?ity,”é¥ave risks will Ee asSociatedbﬁiﬁh éuch bérrowiné iﬁil976 because
of the cityisbdesperaterfinancial #itﬁation. o

| Ip addition,,ﬁhe city wiil héve to borrow %82 millionvﬁo péy‘off;bond
laﬁticipation notes due invDecemEer, 1976, and $75 million to pay off notés due in
October,'l977.. |
According to the testimony of expert witnesses, the city must take
two steps to proteét'iﬁs access to the credit markets: first, eliminate or
substantially reducé thé pending 1975-76 deficit; second, put its fiscal house in
order by'contréiling spendiﬁg. Without these éteps, the city Qill,be running grave
risks.- A;.best, city taxpayers will have to bear the burden of higher interest
payments running inﬁo millions"of'doliars for decades to coﬁe; iAt worst, the cify'
could be shut out of:the crediﬁ markets and forced into default. |
| In iight of the city's borrowing ﬁeeds, the Subcomﬁiftee finds the -
»testimony.of Brenton quries particularly compelling, Harries, the president of
Standard and Poof Co;, a leadingjbond-ratingvorganization, testified that the city
,'muﬁt make_sﬁbstantial proéress_toward eiimiﬁating»the l975-76 deficit befo:é 

“June 30, 1976:




—~May I answer your question primarily from the standpoint

of (municipal bond) rater?...If the city ends up its fiscal
year with a deficit of $80 million but is on the track of ‘
getting something done, I submit to you it hasn't done enough.
"Can there be any deficit at all? Yes, a modest amount that we.
could live with, and I am sure the investment banking community
could live with, if the machinery is in motlon to accomplish
overtime the corrective measures.

Harries also said that balancingrrhe‘city's'budget through tax

~increases alone would not be-an adequate solution. The city must cut spending:

~—...We also would expect that the city would re-examine .
the expenditure side of its budget. I run a business of
1,000 people, and I could certainly cut five to eight
percent if I were ordered to do so under budgetary
.requirements, although I think we run a very efficient
company. So we would look, I think, for something on
both sides: of an increase in real estate taxes and

a lowering of the expense budget.

G. Morris Dorrance, Chairman-of the Philadelphia National Baﬁk, whichm
is the leading institution in a consortium of banks providing short-term financing

to the city, painted a'grim scenario of what might be expected to happen if the
city did not take the twin steps of cutting spending and increasing revenues:

.—1f measures are not adopted in the current fiscal year

to balance this year's budget, measures far more burdensome -
than those under con31deratlon will have to be taken to
balance next year's budget with this year's deficit added
to it.

A deficit this year will make it extraordinarily difficult:
to cut enough expenses and generate enough additional income
to balance the City's 1977 budget. The services that might

" have to be cut and the taxes that might then have to be raised,
I think would be substantlally greater than they would be 1f
‘the current year's budget is balanced

In addition, failure to balance this year's budget will'risk'
" a host of extremely serious problems beyond those already
dlscussed : -
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-First I suggest the public securities markets will comnclude
that the City does not have the will or the ability to manage
.1ts fiscal affairs prudently.

Second, the City s credit rating will suffer -- and you
certainly had expert testimony on that yesterday.

Third, the City will probably not be able to sell 1ts bonds
and notes in the public markets..

Fourth, the City will probably be unable to refinance many
millions of bond anticipation notes that fall due late this
year and next year. I thimk you have recognized $82 million -
is scheduled to fall due in December of this year and an
additional $75 million will fall due in October of 1977.

' In addition, if funds cannot be borrowed in thé public markets
and are not otherwise available, it would be normal for the
City to turn to the.State for help in meeting its obligations..
If this occurs, the State's credit may be adversely affected
and its borrow1ng costs may be increased.

‘Other expert witnesses provided ‘similar warnings:

Dr. Betram Zumeta, Economist, First Pennsylvania Bank and
Trust Company. =—-1 have been asked to comment on the impact
of possible default. The impact of possible default, I
think, we have already felt to some extent. And the more
there is a threat of default, the more I think we are going
to feel the impact. We are going to be shut out of the money
markets. If we actually defaulted, then I think there would
be an even more grevious impact. ' ‘

Charles Bowser. =--Once the truth is known, it will become
clear to everyone that granting the taxes requested without
requiring a reduction in expenditures by the city will
certainly lead Philadelphia down the same disastrous road
.which New York followed to bankruptcy.

.Greater Philadelphia Partnership* -=-GPP strongly believes
that any measures necessary to close an existing budget
deficit or to balance future budgets must contain not only
some inevitable tax increases but equally important concrete
measures to control and reduce exiSting levels of'spending.

*The Greater Philadelphia Partnership took no official p031t10n on the city's request

- for emergency taxing authorization in its testimony at the hearings on the grounds

that the city must first provide fuller disclosure of its future budget plans. On
March 12, the GPP issued a revised statement strongly supporting the city's legislative
" request and c1ting the need to protect access to national money markets.

. The Pennsylvania Economy League~declined toftestify'at'the subcommittee hearings but "~
later broke with a long-standing tradition of avoiding partisan issues and urged the
General Assembly to grant the city taxing authorization.



The teétiﬁony of éxpért.ﬁiﬁﬁesses; then;;is.ﬁhat'in§e$£§r coﬁfidéhce
: demands:cuts in spending and new revenues if the City.is to have continued .
access to the credit mérkéts;i>This'te$timony is reinforceé_byithe“téstimpqy of
an_imﬁreséive array ofvbusinessmen, communi;y leadérs,jan& iﬁdividﬁal.éiti;ens
who éxpreséed a strong-desire that the citybcut back and control sﬁending. 'Aftér
 moré than 40 hours of testimony from experts and avérage citizens alike, the o
_subcommittee.concludes that pﬁblic confidence in the fﬁture of the city demands
‘>a'prégféﬁ“6f fiéeal-rést}éint.' RN

One of the major recommendations made by a number of expert witnesses

;‘ is tha; the ;ity ;dministration should undergp thqrough managgmentfand proau;tivity
bstudies to determine where éuts caﬁ be méde efficiently and wiﬁh‘the least damﬁge
k to services. . This recommendation is discussed in Part II of our feport..b |
| ' Alth@ugh such studies are undoubtedly ﬁéeded, new téi_revgnues and
spending éontfols shdﬁlﬂ not be delayed until the completion of stﬁdies. Witnesses
-who supported studies ;avised_against delaying action on the city’s immediate problems
.until studies aré'completed; For example,'Mf. Dofrancé said£ o :

| L-Studies of this kind_wili.ﬁe‘very helpful invsetting'

priorities and showing where savings may be effected..

-But the hour is late and the risk of waiting until -
studies of this type are completed is too great.

The city administration and the City Council must decide'where and-
how cuts are to>bé made.7>0b§iéﬁ§ly, the ieést produéfivé éﬁd-ieéétvesééﬁﬁialL B
employeeé sﬁpuld be cut first. The recéﬁt severe and painful cutsrin'the capital. - -
budget ﬁust be duplicated in the gene;al fund if Philadelphiaviévﬁa.reﬁain a viable

city in which to live and work.

3. If the city is not granted emergency authorization to eliminate or

‘”substantially'redﬁce its 1975-76 deficit, the crédit.énd_reéourééslof the

- Commonwealth may ulitmately be threatened.




| The>snbcommittee has cited expert testimony. that unless the_city‘is
authorized to eliminate or reduce its 1975-76 defieit before Jue 30, 1976,
' Philadelphia § access to the nation's credit markets would be Jeopardized
Mr Dorrance testified that ultimately, the credit and resources of the Commonwealth
could be affected.
This view is supported by the example of New York‘City and state by
the testimony‘of other witnesses at the'hearing:__ |

' 'Dr. Betram Zumeta, Economist, First Pennsylvania. Bank and
Trust Company. =--Now there is no reason for these effects
. of default to happen in Philadelphia or, generally, in
Pennsylvania, because the credit of the State of ‘
* Pennsylvania would be involved before we were through,
" just as the credit of the State of New York was involved
before New York City was through. To avoid them, we need
- only hold spending levels that are dictated by our revenue
base and meanwhile conserve our remaining ability to levy
new taxes, an ability which still exists (here) unlike
some other jurisdictions, an ability that still exists at
both the city level and the state level.

" 'Breaton’ Farries, President, Standard & Poor Co. —If
Philadelphia falls into a deficit position of that amount
($80 million) and finishes the year and does nothing to

- correct its fiscal integrity for fiscal '77, I think you
could have an economic problem here which obviously would
eventually filter to the state. But that would be a longer
period of time for that to evolve.

"W. Thacher Longstreth, President, Greater Philadelphia

- Chamber of Commerce. ~-—I think you can see why it is so
necessary that we obtain the right to go ahead and pass the
necessary tax legislation and do it ourselves. We are not
asking for money from the state now, and do it in a way"
that maybe will keep us from coming to you some day with
our hats in our hands, as was the case in our neighboring
-state., :

4, The city cannot eliminate or suhstantially reduce its 1975~76 budget

deficit bergending.cuts alone,




As desirable ‘as such a solution would be, the subcommittee finds- it

would be virtually impossible to cut city spending,by $80 to $100 million before

e e——

June 30 to eliminate the'deficit.- The required cuts wo‘“afnot only be imp0531ble

to achieve but would severely threaten the life, health, and safety of the citizens
~of Philadelphia and wouldlhave adverse consequences'on the entire Commonwealth, -
As an example, assuming the salary and job benefits of the averaoe city employee is
$12,500 a year, the city would have to lay off 25, 000 employees effective April l |

to reduce spending-by $80 million., This would mean dlscharging five out of every

six general fund employees, o .i o gﬁf—ff_~f§§~h‘;*

- If the projected deficit cannot be eliminated or substantially cut
by-reduced spenning alOne,>then at least someHnen tax revenues millfbeirequired"
to bring the 1975-76 budget reasonably close to being balanced. ' This finding is
supported by the testlmony of the city flnance d1rector, city controller, and

v1rtually every expert-w1tness. For example:

.——I believe expenses can be cut, But we are already
two thirds of the way through the current fiscal year,
and it would be unrealistic to believe that steps can
be takenm to cut expenses which w1l1 result in a sub- -
stantial reduction in this year's aggregate expenditures.
This may leave little altermative to a temporary, emergency
. ‘tax increase this year.

‘Betram Zumeta, Economist, First Pennsylvania Bank and

" Trust Company. =-I am afraid, just looking at the
numbers in the situation, that we cannot avoid- some
tax increase. :

WL Thacher Longstreth, President, CGreater Philadelphia -
‘Chamber of Commerce. --First of all, I think basically-
we believe that the city has to acquire the right to
levy_ taxes or to increase the-taxes in a way that will
make up the difference between the revenues that are
being expended and those that are being collected.

" "Richard 0'Malley, Wynnefield Residents Association.
--The Wynnefield Residents Association wants to express
its opposition to the tax increase as presently proposed
by the city. We recognize that some tax increase may be
necessary. We are primarily concerned about the size of
the increase and the prospect of add1t10na1 increases
next year... ,




- 10 -~

.~ Fact sheet prepared by the Coalition for Fair Share Taxes.
-...No one (including City Controller Klenk, one of the
, ablest advocates of budget cuts) has been w1111ng to
elaim that all or even most of the emergency tax increase’
or of next year's projected deficit, can be .eliminated by . .
cutting expenses. Even with cuts, Philadelphians face a .
;whopplng tax increase. : T

5. 'In'addltiOn'to subiecting;the city to graﬁe risks in the credit markets,

adjustments in the 1976-77 budget which could include even harsher tax increases,

more drastic service cutbacks, or both.

If this year's deficit of $80 to_$lOO ﬁillien is_net‘eltﬁinatedber
subétantialiy reduced, the accumulated deficit in the 1976-77 budget wiliresealate
-to enormous-proportiene. fhe effect of delaying'tﬁe city's ebility tq deal.&ith o
its proplems is to force the city to.deal with a‘proportiona;ly larger defiéit aﬁd
iﬁ a shorter period of time. The size oflthepproblem the city will face in ite
- 1976-77 budget, withodt the tax authorization, would require a heavy-handed "meat-are”
approachjto raisipg texes and-cuttiﬁg services. Itbwoula be diffieult,tif not
'impossible, to implement planned economiee so as to soften tbe“impactjenﬁtaxpayers

and citizens.

‘Specifically, the deficit in this yeer's city.budgetrepresents 10.2
percent of’city expenditures‘aecording to Moak'e figures ($80 million) and 12.8
percent accordlng to Klenk's estimate ($100 million). If this deflcit is not
ellmlnated before June 30, 1t will push next year's def1c1t to more than $250 milllon
vor a staggerlng 27 percent of next year s budget.. This 1s based upon Mr. Moak'

prOJectlon of a potential def1c1t of about $177 mllllon durlng the 1976 77 flscal

year (1nc1ud1ng an unspecified amount for wage settlements w1th city workers).
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Mr. Klenk projects a potential deficit of about $l50'million will
accumulate»durine fiscal 1976-77 exclusive of wage settlements. Althouah their
methods of arriving at the estimates differ, Mr. Moak and Mr Klenk are in aareement .

that if thlS year's deficit.is carried forward into next year s budget, the city

Comes o

- will be faced with a total accumulated deficit of more than $250 million, or about
==1om, or abot

. —

1.21_Ee£cent of the city s prOJected ‘total budget of about $930 million. Here is

‘how their estimated deficits compare: —

'Fiscal year B S o hggég "7 S R Klégg_ ,
1975-76 (Def1c1t) o h" ~ $ 80 million -‘a$100‘million
1976-77 (Deficit) - . 177 million - 150 million
-Total (Deficit) B R ">'$257'million IR “'SZSO”million'j-'

‘'The central question facing the General Assembly is not whether the

‘c1ty should have to deal w1th a prOJected $250 million plus def1c1t. The queetion
“is whether the city should be forced to make up that deficit in a 31ngle year's

budget or spread the remedialraction over two.fiscalvyears to alleviate thenburden

on taxpayers andvresidents; For the benefit cf thoee‘members of thevGeneralvAssembly;
‘ whe are:more familiar with the state's budget than Philadelphia'e-budget;-eliminating
a 27.percent deficit in a single year in the city s budget would equate to tax
increases or ;ervice cutbacks totaling $1. 3 billlon in the state budget

~ If the city is denied emergency power to emact taxes:to reduce or

eliminate this‘yearlsideficit the mayerrandHCity Council-willﬁbe fequitedrtdil'
develop and implement plans to eliminate the $250 milllon c1ty def1c1t be°1nn1ng

July 1, 1976. City off1c1als would not be required to consult the General Assembly

'on the manner in which the deficit would be eliminated.
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6. In addition to spending cuts and/or new municipal revenues totaling

‘$250 million Pniladelphians will be faced w1th a need for spendlngfcuts and/or

tax increaseS'rangingffrom $88 to $115 million to balance the school district S

.budget for 1976—77

Although the budget problems of the Philadelphia School District arev
not strictly w1thin the parameters of the subcommittee s 1nqu1r1es, any attempt to
understand the potential tax burden of Philadelphia taxpayers must consider the
revenue need of theiPhiladelphia school system. According t0'thebtestimony»of.

Dr. Michael Marcase, superintendent of schools, the school district's deficit for

- 1975-76 will be between $12 million and $15 million. If that deficit‘is absorbed

——

in next year's budget, the school district's total deficit next year'will be about

$88 million, excluSive of wage settlements that could take the total over $100 millionm.

Thus, the total defic1t facing the c1ty and its public school system

-between now and_June 30, 1977, could reach a staggering sum of more than $350

million.
‘Much of ‘the school district's revenue'needs'prObably will be met by .

increases in the property tax (probably in the. property tax millage) or spending

©. cuts or both

Te The 1m act of tax increases on the City s_economic base and on the

t‘liveS'of'itS'citizens'muSt'be weighed along with the impact of service cuts,

Determining the precise effect on the city's economic base of various '

» cOmbinations of-tak increases and service cutbacks is beyond the'scope of the

subcommittee's inquiry and more pr0perly belongs to the city admlnistration and

-the City Counc1l

The subcommittee calls attentlon, however, to the following testimony:
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Dr. Anita. Summers, Economist, Federal Reserve Bank of

‘Philadelphia. ~--The issue -is not whether increasing the
property tax by 30 percent is going to reduce employment.
- in the city or residents; the issue is will it reduce
-more or less than the alternmative? And the altermative
may well be reducing services...there is a great deal of
‘documentation for the fact that reductions in services
also cause people and businesses to leave. The answer
we are looking for here is: what is the relative
losses due to each of them...you really need to do a
- detailed study inm the city of each of these issues to

get at that answer.

"‘Edward Schwartz, Southwest Germantown Association.

—In my neighborhood we want clean streets.
recreation aides and policemen in our parks.

We want
We want

day care services and decent educational facilities
for our children. What kind of a favor is anybody
.doing for us to say that a tax increase will become
more bearable if the city ellmlnates important services

that we need?

W. Thacher Longstreth, President, Greater Philadelphia

‘Chamber of Commerce. -=Unless we are able to put _
through a tax of ‘this sort and there is a shortfall of
$70 or $80 million, the first people who will probably
feel the result of that shortfall will be the same personms,
~ the persons in the lower income group, and I think they
probably stand to lose more from a shortfall than from a

‘tax increase,

'Fact Sheet prepared by Coalition for Fair Share Taxes, -
representing numerous community groups. =--Advocates

-of better neighborhood services, housing code enforcement,
~continued health care services, etc., should be cautious
about wholesale budget cuts. There is ample evidence

(as in the PGH situation) that the services needed by

ordinary citizens will suffer most.

Representatives of the hotel, tavern, restaurant, vending machine,

'"parking,'aﬁd'motion picture industries opposed the levies proposed for their - -

industries. 1However, the‘impact of these taxes also must be weighed by the

City Council along with_the‘extra burden on city services caused by Bicentennial

visitors. ‘The hotel, fded,.and drink takes éppear'to be one way of insuring that

visitors contribute to the local expense of extra services.

“the increase in the gross receipts tax.

,Mr,,Longstreth opposed
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Businessmen and ecoﬁomists generally were of the opinion thee the
ffeposed_property taxrinc;ease.would>notrhave a Seriqusrimpaet op decisidns by. 
ebusinessmen to locate in the city.

» Hemeowners; tenanﬁs, and a representative of apartment owners
generally opposed the proposed property tai increases; particulerly becauee'of
its siee'and the suddeppess w;th whicb it was proposed.

1’The'impaet qf ﬁhe propoéed.pfoperty tax increase.on homeowners caﬁ

be summarized as follows:

If Preperty ié'aeseseed at* - The current tax‘iSf'. _‘fhe’é;opesed'tax would be
$ 5,000,‘;»A - : e_ | sv 238.57 $ 308.75
1o,ooo ; | o - ." 477.50 SR 617.50 -
15,000 - ‘ 6.2 926.25
20,000 S ess.00 o 1,235.00
125,000 ST 1,193.75 ‘). I 1,543.75
30,000 - . 1,632.50 ',“_. o '_1,852.50 'f,e
1_40,000 'e' I | ' '75 N 71,910.60 -:  *':» : 12,570.007
50,000° | : B o a7.s0 3,087.50

*Assessed valuation is 40 to 50 percent of market value.

8. ‘A“Iegislated caéjon the wage tax paid by nonresidents would have -

disastrous effects on the econémic base of the city and, in the long rum, on -

the metropolitan region.

‘The city administration estimates that a cap'qn the wage tax paid -
by nonresidents would deprive the city of $1.8 million for each sixteenth of one

percent not applied to noﬁresidents. Thus, if the city administration were to
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raise the wage tax to four percent next July l;vandunonreSidentsvcontinued to be -
taxed at three and five-sixteenths percent the c1ty would lose about $19.8 million.

As serious as this revenue loss would be to the c1ty, the long—range’

l. adverse economic impact would be a greater.problem not only for the city but for

the entire metropolitan region.
Every homeowner knows that the economic value of his property depends

to a large degree on the value of his neighbors' nropertieé; Deterioration of onz

house on a block can cause economic loss to every other homeowner. The greater -

“the dlsparlty in property value on- the block the more severe the economic problem.

Slmllarly, further economic deterloratlon of the c1ty of Phlladelphla

vﬁill‘have an adverse 1mpact on‘1ts suburbs and ultimately on the Commonwealth

Accordlng to 1970 census data, the dlsparlty between c1ty and suburban
income is greater in the Phlladelphla metropolltan area than in any other area in

the state. The data-sbow Phlladelphla s suburbs had the highest average famlly B

"income, $14,375 a year. - The city's average family income was $10,436, or'27lpercent

less.

 The corresponding averages for all other metropolitan areas in the

~ state are-$ll,498 for suburbs and $9,710 for cities; or a difference of 15.5'§éfcént.

1f theiPhiladelphia wage tax is capped orrotherwise restricted‘on_

nonresidents, the resulting economic incentive will aggravate the disparity in

income,between.the city and its suburbs. The economic decline of the central
. _ — S

city will be accelerated as more affluent citizens and businesses move out into
the already burgeoning suburbs .and as those who cannot escape the city are taxed

at even higher rates. The entire metropolitan region will-suffer'long?term

deoay that will work to the detriment of both city and suburban residents.
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This finding is'suppdrted by~virtually every expert witness who
- addressed the issue, most notably by the economists:

‘Dr. Bertram Zumeta, Economist, First Pennsylvania Bank
‘and Trust Co. --Now the question is: what kind of
package of increased taxation would accelerate the
outflow most: And in this conmection, I point out

- to you that property taxes are everywhere. You cannot
"escape them,..Now on the other hand, the wage tax can
be escaped. And this is important not only to people
who can just move to escape it, it is important to
employers because, as Mrs. Summers pointed out, it
gets built into the cost of wages they have to pay.
It also affects the availability of labor to them.
v+l am against the cap on the wage tax ..The reason-
1 am against the cap on the wage tax is because it
simply induces people to vote more frequently with

'.‘thelr feet. :

* Dr. Anita Summer_L Economist, Federal Reserve Bank of

- Philadelphia. --The most likely outcome may well be
that the firm will pay some of that wage tax, that in order

>.tovkeep the labor supply here, they will increase their wages
somewhat, maybe not all the way, that is a question we do
not know the answer to, but it is very unlikely that the wage
earner would alone pay for that.wage increase. If the firms
in Philadelphia, then, respond to this by somewhat raising
their wages, then what you can expect is that the investment
will decline, that the firms will be less likely to settle
‘here than a place where they don't have to. do that. :

jBu51ness'groups-and bankers also supported this flnding:

. 'W. Thacher Longstreth, President, Greater Philadelphia

" Chamber of Commerce, -——If you look along the city line,
you can see there are quite a number of businesses,

" particularly those that are in the service industries,
and that can be moved relatively easily, that have
settled on that side of the line rather than on the
Philadelphia side of the line, in order to avoid the
wage tax. If a cap is established...you will have a

- rather substantial movement of people, let's say from
the northeast or from the western part, where middle
income people live, into the suburban communltles...

G. Morris Dorrance, Chairman, Philadelphia National‘Bank.
—1I would be very much against a cap (on the wage tax -

paid by nonresidents)...It seems to me that I do not want
to further encourage people to move away from the City of
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.Philadelphia...I think if we are going to try to divide
it between the region and the city itself, we are rmaking
an enormous mistake. . .

Graham Finney, Greater Philadelphia Partnership. --Greater
- Philadelphia Partnership is opposed to the imposition of a
. maximum ceiling on future increases in the wage tax as it
affects nonresidents because such a cap...would have"
‘disastrous implications for the future of the city and the -
region, :

'In addition to the adverse economic. impact of a cap on the wage
:tax; the subcommittee notes the strong - possibility that such a cap would be in ?‘,_"
»hV1olat10n of the unlfotmlty clause of the state conatltutlon and would be overturnedd
by the;courts. | H | : |
| . 'The subcomﬁittee turther-ncteé*that'hoth the.citY'aduihistratiOn and ’
.yarious.indepehdent gtoups‘have'Said that_the advetse consequences_pf a ceiling are
.so'great that Philadelphia would be better cffvhaving no:emergency taxing_authorizatidr
at>all if_a‘cap is the‘pricerof getting such legislatiou passed; |
A cap on the wage tax, then, can be expected to ehcounter severe
.cbnstitutioual and polltlcalvproblems.p it the c1ty of Phlladelphla is unable to
vobtaln an emergency taxlng authorization because of the issue of the cap, the C1£Y‘
probably-w;ll.be forced to enact an even higher wage taxrlncreaseveffectlve_ 3
July 1, 1976,'to deal with an.accumulated deficit cf abcut $2507miliiou{
‘ In enactiug"such a tax, thch would fall‘bn resideuts%ahd uodteaideute i
alike, the City Council would not be required to coueult'with the Geueral Assembly
in any fashion. ‘ |

" "Recommendations

1. The General Assembly should’ deny emeroency tax1ng7author1ty unless. .

the clty admlnlstratlon produces a prudent fiscal plan for the coming fiscal year'

whlch includes substantiallspendlng_cuts.‘



- 18 -

The subcommittee has not yet seen firm evidence that the Mayor

and City Council understand the magnitude of the city's crisis and the degree

of fiscal sacrifice needed to deal with that crisis. By granting"emetgencymtaxing
authoriZation withoot such firm evidence?_the'Genetal Assemhlyrwohld.risk.giviﬁg
city officials license to perpetuate the city’s problems by simply’taising tazes.
?he city should produce a plan that will show how the city will :
»operate if itvreceioes.emergency taxing authorization ahd what tax'iocteases"
“and/or spendang cuts w111 be.made if it is denled interim tax1ng power._.
The f1scal plan should show a substantlal cut ln overall c1ty spendlng
'touminimize the impact of tax increases. It should be noted thatrthe legislatbrs
" who will vote on the c1ty s requests have shown a w1111ogness to hold down spendan_
so ‘as to av01d 1hcreases ‘in state taxes for the last two years.h The.clty,should_w :w“
exercise 51milar restralnt.

The'fiscalcplan-alsoﬂshould~show how cuts will be implementedrin a

" humané manner with the least possible adverse 1mpact on essential c1ty serv1ces.

.2.T The General Assembly should attach to the emeroency leglslatlon B

" ‘requested by the city a ce111qg¥of 11 mills on any real;pAerrtyﬂtax increases.

_Theisubcoﬁmittee opposes any attempt-by the General“ASsemhlf to diCtate
..Philadeiohia's budget decisions or borrowing policies from HarriSborg as being |
‘violative of‘home rule'orinciples.A The suhcommittee also ﬁOuid oppose any attempt
to impose on the c1ty a Flnanc1al Control Board composed of bankers, lawyers,-'
economists, businessmen and other nonelected-persons.» Such boards are repugnaot to

_ our basic.systemhofrgovetnmeht because:theybten&rtotfeﬁote.pohlic poiicy'decisionsf'
from the hands of elected officials. | };
Anf_one of these steps Qoold underﬁine the Home RuletCharter which has

served the city well during the last 25 years.



- 19 -

‘Any;one‘oftthese steps would weaken or destroy the right of
Philadelphians to goyernvthemselves and would particularly dilute participation,,
by‘members of minority groups in tbe decision-making processes of the‘city;

-Each represents, in our judgment, a'curevthat is worse than the disease.

However, the subcommittee strongly supports the overwhelming testimony

by expert witnesses and 1nd1v1dual citizens that the city administration must begin

to'control spending immediately to minimize tax increases. The subcommittee

recommends»that the Pennsylvania General Assembly put an 11-mill ceiling onvany:

_property tax increases enacted.bj‘the city council for 1975-76. The purpose of

the celllng is to soften the impact on the citizens of Philadelphla and to convey

'l“forcefully to the city the 1egislature s de51re that spending be- controlled

_Cutting three mills from the city's proposed-increase of lé_mills

~will cause the city to incur a-manageable»deficit”of:about $14 million in the-. -

'1975-76 budget. (On a. cash basis the deficit might be somewhat larger because

some 1975-76 property tax revenues w1ll not be collected until after July l )

The subcommittee would expect the city to begin to reduce the deficit-immediately'ir_‘~

by making budget cuts.

In enactingba'three—millvcut, the General Assembly would not -be j””w"‘

dictating Philadelphia's budget priorities but would be merely limiting its revenue

through tax increases during the current year. The mayor and City Council: would

retain their legitimate power to set priorities within available revenues. As the'

city controller has p01nted out, the mayor of Philadelphla has 1mpoundment powers

which could berused.to reduce spendinga,-

The subcommittee believes a modest deficit in 1975-76 will not

endanger thercity financially and calls attention to the folloﬁing testimonyi
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~ Brenton Harrles, President, Standard and: Poor Co.
—--May I answer your question primarily from the
 standpoint of a (municipal bond) rater?...If the
city ends up its fiscal year with a deficit of
$80 million but is on the track of getting something
done, I submit to you it hasn't done enough. Can
‘there be any deficit at all? Yes, 4 modest amount
- that we could live with and I am .sure the investment
* banking community could live with, if the machinery
is in motion to accomplish overtime the’ correctlve
" ‘measures (emphasis added).

3. If the city provides an_adequate 1976—77.fisealvplanz with substantial

spending\cuts,hthe General:Assembly‘should grant emergeneyftaxing authorizatiOn.

| “The subcommlttee belleves the eity should be glven the authorlty toh?h
,tbeoln solving its problems before the end of the fiscal‘year. Although denylng
the c1ty s request mlght be a polltlcally popular step in the eyes of many c1tlzens
',éf Philadelphia, the subcommlttee.ls conv1ncedv1t,would create unduly;severeml>r
» hardships for the people bf'thé eity and for suburbanwtexpayers in the fiscal year -

»'beglnnlng July 1. In addltlon, delaying a solution to Phlladelphla s budget problems

o wdll subJect the c1ty to unnecessary and unde51rable risks in the natlon s credlt

markets.
The weight of the expert testimony was that if Philadelphia is not
given taxing power now, the credit and resources of the Commonwealth may be threatened

E in the not-too—distant'future;' In such an'eﬁent the General Assembly,-which is

'be asked to provide loan guarantees or direct state aid requiring an increase in

~ state taxes.

In Finding.Number 10 of the report filed by minority'membersﬁof'this>”'
;”subcommittee,.reﬁerence is made to the case of Mastrangelo v. Buckley, 433 PA 352 (196
- Findings 11 through 14 of the minority report make clear the the minority members have

misread Mastrangelo and thus have distorted the intention of the Supreme Court.
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- The minority apparently believes that the General AsSembly has no
right to grantiinterim taxing.power.absent a concomitant amendment to the City J
'Charter, duly approved by the electorate, and that a grant of power would v1olate
.Artlcle IX of Pennsylvanla s Constltutlon.b

In nastrangelo,*the Supreme Court, in striking down‘a”series"of
-City Council—passed interin tax bills,.recognized that‘whilevthe City Charter
grants to Phiiadelphia's City Council to interim right of taxation and while no™

specific right to tax on an interim basis was granted by the General Assembly,

"iffit is desirable that the city or any other municipality be permitted.to‘enact-‘u -

'interim taxation such a problem is for the legislative branch of government."

’(433 PA 378) It is clear from the‘dissents filed in the case that“the'majority"p;*

vof the court meant to recognlze the properlety of a grant of leglslatlve power
by that General Assembly. It is equally clear that this session can supply that
: pOWer . .

4. The General Assembly should reject any attempt to put a ceiling on

‘the wage tax paid by nonresidents.

The suhcommittee.recognizes and understands thevstrong'feeling'on:°"””
'*the'part'of many suburban residents that they shonld ‘not have to pay the ‘same wage -
tax rate as residents of the c1ty. Philadelphia residents hold equally strono
feelings that at present'it is only through the nonresident wage tax that the city
can be compensated for serv1ces which 1t provides to suburban workers and to all

i re31dentsvof the regaon. The local cost of the Phlladelphla Internatlonal Alrport,
for example‘is'borne entirely hv'the'city-although more nonresidents than residents

’ probably make use of its‘facilities.



- 22 -

Moreover;iexpert testimony‘indicates thét'a‘different rate betweeg
city and suburban taxpayers would do long-range démage tonthe_ecpﬁomic base of
the city and, ultim5tely'to the metropolitan region. |

The subcommittee further notes the strong possibility that a>diffe:ent_
fate'on.résidEnts aﬁd'nonresidenﬁs:would be found'uncéﬁstitutibnal;f. - |
| .If the city is denied emergency taxing authorization because of £he
cab on thé‘wage tax or any other iésue, the City Council woﬁld,be forced to rgise_r
the wage tax even higher effectiverJuly,l to help deal with>a brqjgg;éd‘§250 mi%lioq
deficit in'theLl976—77 bﬁ&get. The'iﬁéreaSe in the wage.tak,”possibly»to.moréfthaﬁi '
5'per¢en£,ucou1d'be put.info effect by the City Councilrﬁithouf~any-inpuﬁ ffoﬁ cit§
_or'Subufbaﬁflégiéléfdrs. | | A -
| The subcommitteevbelieves‘that the best way'to'hold—down the wage' o
- tax on residents and nonresidents alike and to protect the'régionél'ébqnpmy“is.”';;m"“

to support the city's tax requests without a cap.



PART II: RECOMMENDATIONS FOR FISCAL REFORM -
| Findings |
1. The City of Phlladelphla has seriously damaaed publlc confldence

in the‘credlblllty of its revenue estimates.

The composition of the bulk of the city's l§75—76.defleit, as uiewed
by the city;administration,_has been outlined in Part T of this report; The
'principle eleuents'are $65 ﬁillioniin reueuues &epeudent oniaction hy the state
and federal govetnmehts‘and $14 million in wage ahd_property tax'receipts which
a1d not materialize. | | |

Philadelphiafs Home'Rule:Chartef.(Chapterrﬁjproyideslthat the 55955
is tespousible fot preparing a budget message and a'proposed budget_ordiuance base&
~upon projected reuenue receipts;whiehZCannot belalteted“by,Clty'Council; Althoughv“m'
City Couhcil cannot aoptopriate more.thau theladmihistration ptojeets in'revenue
receipts;'there does not appear to be any requirement,that'the QOuhoil spend_everyL_Jr
’&ollat otvestimated reoenue. |

| The subcommlttee notes that although the C1ty s need for addltlonal |
revenues through leglslatlue actlon by the General Assembly was dlsclosed in
April 1975 1e01slat10n authorlzlng those revenues was not 1ntroduced until

June ll, some three weeks before the end of the 1974~ 75 flscal year. The General
‘Assembly at that t1me was preoccupled with enactment of a state budget. A number
of the c1ty s programs would have had to have been law by July 1, 1975 .to reallze
- the full -revenue beneflts.v The subcommlttee .also notes that these new revenues
.‘were uidely ctitioizedvlh the press as unrealistic at the-time they were fitst e

- described by the city finance director.



Intergovernmental transfer payments have become 1ncrea51n°ly important.
to Phlladelphla in the last 15 years. In 1960, transfer payments from: the federal
and state govermments amounted to $11.6 million, or 4.5 percent of the c1ty s total
general'fund revenues. In 1974, federal and state transfer payments were $268 6.
mllllon, or 30.1 percent of total city general fund revenues.

' The subcommittee recognizes that the city has balanced previous budgets
with unenacted federal revenues, the most notable examplefnf which is federal revenue
sharing. Former Mayor Tate's last budget (1971-72) anticipatéd revenue sharing funds
" not yet passed by Congress,-and these funds ultimately were received, allowing the
city to avoid a tax increase.

NevertheleSS,‘the substantial size of transfer payments in the city's
'.Vbudgetmandmprojectfnns‘that federairpaynents will”begin_tq taper off inrthe'nert"“l.
vi'five Years>give cause‘fnr concern that'intergovernmental transfers be treated
carefully, prudently, and if possible, objectively in preparing mun1c1pal budgets.

The subcommittee notes that Mr. Moak's presentatlon to the subcommlttee
»dlsclosed very little about the way the city estimates its revenues. - Exhibit "A"
of Moak's prepared presentatlon states:

'—~In March, 1975, when the'present estimates were being

prepared, economists were generally optimistic concerning

" the projected levels of employment in the nation and. in.. ..

Philadelphia. Most persons thought that after a sag in

the Winter of 1974-75, the levels of employment in

Philadelphia which characterized the Fall of 1974 would

prevail.

.Unfortunateiy;vthis has not happened. There was a major

decrease in employment early in 1975 and there was a

" continued sag through August, 1975 (the last month for*"~
whlch pre11m1nary estlmates are avallable)



The ipﬁreasés forecast in the real.property tax réceipts ignoted
the experience of recent years which saw assessed valuation rise at a much lower
levél than six percent. Thé city's forecast of an increase in wage and nef—profits
ﬁax recéipts took a very rosy -view df a gloomy economy. |

. 2. Philadelphia faces long-range fiscal and economic problems because

. of underlying forces which also affect other large cities in the iﬁdustrial o

northeastern United States and many medium-size and smaller cities in the

Commonwealth.

| 7Alﬁh6ugﬁ the scope: of the sﬁﬁcomﬁittée's-ihquiries‘éfe>iimited‘tdj,;r.
" Philadelphia's'immediate“budget prdblems, we believe it is.vital'thétttheiGeneral_f
Aséembly recogniée_that Philadelphigvand many -other cities in the Cqmménﬁealth.faqg
_poféﬁfiélly severe fiééalyéndreébnomic prbbléms largelyrbedgﬁsg of:fofCESfbéfohd
their éontrol. ’ |
Anvexaminatidn of the state's l7\1afgést cities ihrterms'ofifduf“

indicators of financial health show that Philadelphia’s ills are mot unique.
. Specifically;'éhe data show:
o | (li. fhat qll qf the other_largé‘citieé ip.thgvCommohwealth:héve_haéf ;u
|  to7rely incré#singiy on.féderal and state transfer ﬁayments to balance their'budgeﬁs:
in recent yeafs. Decreésing formulas built into federél law indicéte fhat'tfénéfer
payments to large cities will begin‘to taper off in;the next five years.

'.(2} That'éll of the other cities are 1o$ing popula£ioﬁ visaAvis
_ theirfsubufb§;. o

- @(3) Thaﬁ the other citiés'genétaily'havéifﬁnding problems with their
pension plané fér municipal émpldyees."oée huﬁdred uniformed and‘nbnunifprmed'pénsion

. systems in 40 Pennsylvania cities have an unfunded liability of.almost $1 billion. =~




“(4) That the latest bond-rating of the cities'are'generally lower
than they were in'Decenber;'lQlO. |

iThese trends are cited to help put Philadelphia's problems into
perspective'and to support two of the eucounittee's long-range reconnendations.

Recommendations

1l. The General Assembly should consider drafting a Uniform Municipal

Accounting Act, one’purpose of which would be to discourage or eliminate the

inclusion of unrealistic revenues in local government budgete.
The subcommittee cannot.condone the'inclusion in the’city'sebudget'
-of unreallstlc revenues dependent entirely upon leglslatlve action by the state and
vfederal governments. Had there been obJectlve accountlng standards whlch would have'
precluded the c1ty from balanc1ng its- 1975 76 budget w1th the $65 mllllon 1n‘.tlun:
problematlc revenues, the c1ty would have had to face flscal realltles in the

spring of 1975.

b

: The‘subcommittee also believes—that uniform municipal accounting

standards would a551st bond-ratlno agenc1es and potentlal investors in determlnlng

the marketabllity of mun1c1pal bonds. Brenton Harrlers, pre51dent of Standard and
foor, recommended that the 50 states develop dlscloeure leglslatlon in hlS testlmonyh
before the United States Senate Securities Subcommittee on February 25. | |
| We recommend, therefore, that the General Assembly undertake, through
an appropriate committee, the task of.studying‘the need for Such legislation,and of .
7 preparing a draft based on the-study. :As welenvision.the'act;uit.would pfaﬁide'.l."
clear gUidéiihesbto be followed’in‘connection with various;asnectslofffiscal'
’procedures, including'objective definitions of the types'ofvrevenuee_that.can be
included in'the budget. Particularly, the draft should attempt toiestablish

standards for inclusion of revenues from other levels of government and the

accounting method —- accrual or cash -- to be employed. ' ' o -



The General Assembly could mandate compliénce with the accounting
sténdards as a condition to the receipt of appropriations made by the General

Assembly.

2. The subcommittee urges the mayor and his financial advisor to

consider .the use of more scientific methodologz,to determine tax yield.

The subcommittee believes the city should have been able to'produce
a more accufaté forecast of prop;rty tax and wage taxvreceipﬁs thén it did in the
springraf 1975.>.Dr; Anité Sﬁmmers of the Federal Reéerve Baﬁk:told the subéamﬁiﬁtee.‘
that the University of Penﬁsyl&ania's economic model of the cityv"has a pfetty gdod -
track fecord of-forécasting”.~-$he saia the model would have permitted a more acqurate
rforecgstvof wage_taxireGe#gef' | | | | - -
Thé”subédmﬁittee béliévesvtﬁé ciﬁy.should imitéfe the:pfacticé'éf ﬁﬂe.
: Céﬁmonwealth{s,Bﬁdget offi§e;_which_uses é>particular.forécésting'sérviéébdn-a 7i 

year-in, year-out basis to insure consistent, accurate, and objective forecasts.

3. The'Philédelphia Eity government should undergo thorough management and

productivity studies toidetermine,howuspendingfcan be effectively controlled with

"the least damage to-city services. ’ o SRR "-: A e

The subcommittee believes that greater'efficiency infgovernﬁent with

—— -

concomitant savings ié'esséntial to Philadelphia's future. Althoﬁgh budget eiigéﬁciesm
may demand a curtailment of services, the subqommittee éannot agree that across—-the-
bdar&:curtaiiment, such'as proposed by the finance director on March 6,>i§ a_wiée
-step, other than on a tempqrafj basis. )

It-ié clear that thé‘budget'ﬁnéertainties for 197677 éndrtﬁéféaffé; o
" require a tHofough review first by é‘managemenﬁ'sufﬁey Eeam_oflﬁusiﬁessmen, LA“‘v

~industrialists, economists, bankers, accountants and others having expertise in



municipal financing. The team should have.the power to retain the services of
a management survey expert. Among the duties of this oversight team will be a

pfoductivity study of the present personnel to determine whether a reduction in

payroll expense can1be‘attained without sacfificing the programs ndﬁfin effect.

Among the duties of this team would be £b inquire iﬁtobthe‘ﬁana;ement
of funds, although the testimony indicates that little.improvément is possible here,

OﬁCe pefsonnel reduction has been tested by productivity standards,
should program reductidn bécome essenﬁial,'further budget slashing will become
a.ﬁatter of prioritiés. Hére‘too,lacfoss therboard.rgduction‘isliﬁimical to the
-bést>interest ofithe_city. | | |

| "The'%ﬁbcbmmitteéVWOuld hopé"that fhe city wouidiréaiizé-ééviﬁgsfffom»

'sughrg st@dybéimilgr tp:those realized‘at.the-State level froﬁ Govefnor’Shapp's”
management review projects. ‘The 1972"businessmén'slgeQie; éegultéd“in pérﬁanéﬁéa
'éaVings of $164 @illioq a year and one-shot savings of $102 ﬁillién._ fhe 1975

management review recomﬁendéd stepé to save $350 million a year and $155 million in one

time costs.

24{”Thé'citygshould'cOnsider‘billingﬁcitizens for property-taxes on a = -

’quarterly'orZSemiéannuélibasis.7_

Semi-annual>6r_quarterlybbilling qf‘citizgns»fér praﬁerty taxes V;s>
reéomﬁended'bf a pumber of witnesses repreéenfing‘consumef aﬁd>c§mmunity organizatidns.
The subcommittee beliéves the'city should give the suggestionvseridué cénsideration.

. Not bhly'woﬁld quartefly_or'semi—aﬁnuai’billingvsofpen the'iméécﬁ'df-tﬁé taxes bn :
~ most citizens, bﬁt it would tend to flaﬁten'the city's révenué féééipts cuf&e”and:
possibly lead to lower intefest charges; Ihebreticallf, tﬁévci£§‘woﬁ1d'£erébié éé
avoid some bérrOWing iﬁ éﬁtiéipatioh of Eﬁé propefty tax revénues which now arfiVé.

.1ate in the fiscal year.



5. The General Assembly should consider drafting stand-by legislation

to provide for emergency procedﬁres for dealing with defaults by any of the

 Commonwealth's cities.

The fiscal crisis in New_York’City and stété and undeflying trendsL
affectiﬁg_dthef Pennsylﬁania citiés dictate that the Geﬁeral Aésembly should
. consider preparing emergency legislation to help brevent municipél'defaultsh
Ihe'subcommittee hopes‘that éuch legislatioﬁ will hot be needed by Philadelphia
.'f or any other city in the Commbnwealth.._However,'wé also believe that, iﬁ'view
»of'thé magnitﬁdé of the daﬁége ﬁﬁét éoula>rééult;t6 ali Penns?lvanian; shoﬁld av-
" municipal default occur, the General Assembly would be wise to:preﬁafe_sfandeby;__,
'ilegislétionLgﬁanting the state emergency‘powers.‘ The-taék of preparing;a’&faft'
6frsﬁéﬁ>1egi§i;£10ﬁréhpdlanﬁéréssigned fbuéﬁ.épﬁfépriaté:jbint'Hbuée-Seﬁéteitéékmm”

force or legislative agency.

6. ' The General Assembly should considefﬁiégiéiétioh méndatiﬂg'thét'staéé‘

'intergovernmental transfer payments to local governments are paid within the fiscal .

- year for which the -funds are_intended»to be used.

. Mr. Moak“testifiedrthat'the City“wasvfgrced tq.iﬁcur borrowing éés;s ;H“ 
because fede:él and state transfer paymenté oftén were not received By thésqity uﬁtii
afﬁer the‘end of ﬁhé fiséairyeaf"for which they‘weré'inteﬁdéd. iédéh &élé&é apééf;ﬁt1§
are one reason that,the city administration has resorted tq-accrual'accouﬁting
»,proéedufes with regard té transfer payments. . The Genefél Assémbly shouid‘consider,
légisiaﬁién‘mandating brdmpt‘payment of such transfers so that‘they will enabie lgqél.

:budgets-to be balanced on a cash basis and with less boffbﬁihg charééé.-
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THE EMERGENCY TAX PACKAGE

I. Background

On January 19, 1976, the Finance Director of the City of Philadelphia revealed
that the City was facing a current year deficit of $80 million. At the same
time he stated that the City would seek emergency authorization from the State
Legislature to raise taxes to offset the Fiscal Year 1976 deficit before pre-
sentation of the City budget for 1976-77. Pressure to disclose the deficit
and to seek emergency tax relief had been exerted by the City's commercial
banks as a precondition to provision of short-term tax anticipation notes to
meet an imminent cash flow problem faced by the City administration.

The major tax increase being proposed by the City administration is a 14 mill
(or 29.3%) increase in the real property tax which is projected to yield $65.3
million. Other parts of the package include a permanent increase in the mer-
cantile license tax ($8.5 million) and a series of temporary and permanent taxes
directed at economic activity to be generated during the Bicentennial.

Legislation to obtain approval of these mid-year tax increases is now being
considered in Harrisburg amidst a heated debate among business, neighborhood,
political, and suburban and city taxpayer groups. Confusion surrounds the
reasons for the sudden emergence of the deficit, alternatives to the emergency

tax package, the timing of the request and its likely %_t_ measured in terms
of equlty, the competitive status of the City, and the provision of public
services in Philadelphia.

Many are also waiting for the second shoe to drop; namely, the issuance of
the 1976-77 executive budgets for both the City and the School District of
Philadelphia, on or before the Charter-prescribed date of April 1.

This report by the Greater Philadelphia Partnership seeks to cut through the
issues, alternatives, and implications surrounding the emergency tax package
by providing hard data where it exists, an analysis of possible impact, and
a set of recommendations for consideration by the citizens of Philadelphia
and their elected representatives.

In preparing the report, GPP is most grateful for the research assistance of
the Pennsylvania Economy League, the Research Department of the Federal Re-
serve Bank of Philadelphia, and members of the Council on Regional Econamic
Policy. The analysis and the conclusions, however, are strictly its own,
having been discussed by a special Public Finance Task Force, the Executive
Committee and the Board of Directors of the Partnership. _

II. Overview

The current $80 million deficit in the City's General Fund marks a substantial
departure from recent experience by the City of Philadelphia which has received
high marks from credit analysts and other observers of municipal finance, as
well as by the wvoting electorate. While a year-end deficit is not unusual

for a large public body such as Philadelphia, the size and scope of the current
deficit and its causes now raise immediate and long-range concerns about Phila-
delphia's fiscal affairs.



While the first report in this GPP series on the City's finances, the "Con-
text of the Current Fiscal Crisis," differentiates between New York City's
continuing fiscal agony and our own situation, severe basic problems facing
Philadelphia must be addressed. Not only are the watchful eyes of the nation's
money markets looking intensely at our situation, but so are the eyes of hame-
owners, businessmen, pensioners, and investors, large and small. Tens of
thousands of econamic decisions profoundly affecting the City's future cam—
petitive position, quality of living and the budgets of individuals, families,
and business ride on how we handle the immediate crisis, its underlying causes,
and the attitudes and climate it is generating. :

Let us begin by asking the key question: How did the City get into the posi-
tion in which it now finds itself? The answer lies in a camplex set of forces
and decisions that need to be confronted before determining corrective steps
that must be taken. Same of these factors lie well beyond the control of local
policy and practice; others are just as clearly the result of errors of cmis-
sion or commission by local leadership: elected, appointed and privately

based as well.

(1) Effects of Recession/Inflation

Certainly, months of economic stagnation compounded by steady inflation at

the national and international level have taken a heavy toll on the relatively
inflexible fiscal condition of the City of Philadelphia. Like privéte corpora-
tions, Philadelphia is at the mercy of such economic forces, only much more so.
Operating through complex, time-consuming, political processes, rooted in place,
providing a variety of services that simply cannot be cut off, the City has been
vulnerable to soaring costs, reduced tax yields, and shifting national econamic
policiés. Historically, local government has always taken a beating in times of
recession and depression. The years 1974-76 have certainly been no exception
for this city.

(2) The Special Burdens of a Mature City and a Static Economic Base

Beneath the immediate effects of the current recession, the City has also been
experiencing the erosion of parts of its economic base that tend to generate
additional governmental costs. While recent studies show a modestly favorable
employment outlook (with a near balance between lost manufacturing and newly-
gained white collar employment over the past decade or more), other events
affecting the socio-economic condition of the City have left their scars on
the City of Philadelphia's current and future fiscal outlook.

There has been a national, regional and local slowdown in the owverall rate of
economic growth, as measured in population, employment and income terms. The
mature Northeast, for example, as a whole, has lost considerable economic and
political advantage to the "Sun Belt" of the southern and southwestern states
especially. .

There is continuing high, chronic unemployment, most severe among minority
and youthful components of the labor force. The aging physical plant and
infrastructure of the City show signs of increasing wear, deterioration, and
abandonment. The steady clustering of the poor and dependent within the
boundaries of the City has created intensified pressures for public assis-
tance and other kinds of basic public services. Federal and state assistance
for some vital functions (e.g., camunity development) has plateaued, after
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many years of steady increase. New construction and development activity
continues to favor suburban rather than central city locations.

In short, the multiple, costly, chronic problems of an old city like Phila-
delphia, when added to the short term realities of recession and inflation,
have contributed greatly:to the current fiscal crisis of the City, and these
problems will not disappear when the recession itself has eased or passed
into history.

(3) Specious New Revenue Sources in the 1976 Operating Budget

e of the Clty s estimated $80 million deficit,
peculative trevenix als on which the
1976 Operating Budget was based and "brought into balance as required by
the City Charter. All of the nation's cities have confronted the inroads of
recession and inflation-fed cost increases; Philadelphia may be unique in
having chosen until now to balance these realities with paper proposals.
Public shock and misunderstanding of the proposed emergency tax package comes
in part from realizing that not one of the new revenue proposals used to bal-
ance the 1976 budget has materialized.

In his budget message to Citv Council in April, 1975, Mayor Rizzo outlined a
six po:.nt, $65.3 million revenue package, each piece of which was dependent
upon Federal or State Iegislative action. The proposals inclu

TABLE 1

New Revenue Proposals

1975-76 Operating Budget
City of Philadelphia

: (in millions)
Delinquent Real Estate Taxes Owed by o

Railroads $ 6.3
Federal Energy Revenue Sharing 12.0
Tax on Foreign Life Insurance Premiums 10.0
Refunding of Bonds ' 1.0
Personal Property Tax Exemption 26.0
Civil Court Fees 10.0

| TOTAL $65.3

Source: 1975-76 Mayor's Operating Budget,
"The Mayor's Message," P.5 City of Philadelphia

As already noted, none of these revenue measures has been approved by the
Congress or the State Legislature. Whether the assumptions behind their
original presentation reflected honest hopes or blatant pOlltlcal expedience
is not for thlS report to determme. Palnfully clear, however, 1s the fact




gituation." Blame for this condition must be shared by the Mayor, the City's
administrative leade:ship, the City Council, and all others who recognized
the problem but failed to speak up and address it squarely during 1975.

(4) Disappointing Yields from Current Revenue Sources

Exacerbating the failure to realize new revenue sources have been 1975 revenue
projections which, in retrospect, seem as well to have been built with undue
optimism, given the well-known state of the economy. Wage earm_ngs and net
proflt tax yleld for 1976 was projected at $334 mllllon. e _total _ti_xable

Likewise, the properiy tax xevenue projections were based upen._a 6% _increase in
assessed valuations, a fiqure far above the 1.4% assessment rise now recorded
for 1976 by the Board of Revision of Taxes.

A summary of these and other revenue projections is displayed in Table 2.

(5) Socaring Expenditure Patterns

In recent years and through several administrations, expenditures by City
government have steadily increased, thus ever-widening the gap to be filled
by available revenue sources. Same have been unavoidable increases; others
would have been clearly within the control of a disciplined mumicipal economy
as the following summary will indicate.

Between 1972-76, the General Fund grew from $562.9 million to $28(Q,8 million,
or an increase of 38.7%. During the same period, locally generated tax reve-
nues increased by only 15.5%. The difference, fortunately, has been met mainly
by increasing intergovernmental transfers from state and federal sources.*

This shift in revenue sources is shown in Table 3.

While such funding has greatly helped the City to survive without additional
taxes, further growth fram such sources seems at least temporarily blocked
as a result of fiscal restraint being exercised by the Ford administration
Given its own fiscal problems, the State has also been forced to limit addi-
tional help to its cities and towns.

The steady climb in General Fund expenditures is shown in Table 4. Same of
the underlying factors deserve comment at this time.

(a) Growth in the Number of Public Employees

Until very recently, the personal services component of the operating budget
has steadily increased through continuing ade.tlons to the numbers of City
employees. In the period s ar f i t
grown from 27,578 to 35,609, an increase of 8,031 1obs or 29.1%. During the

* The steady, life-saving growth in intergovernmental sources has been the
result of the advent of general revenue sharing, through which formula-based
federal funds that come to the City for broad purposes, as well as the con-
version of many categorical grants-in-aid into block grants for such functions
as conmuruty and manpower development.
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TABLE 2

Budgeted and Re-estimated
Revenues from Taxes in Effect
on July 1, 1975 City of Philadelphia

FY-76
FY 75 ' Budgeted Estimated

Wage Tax 253 276 267
Earnings Tax 30 36 34
Mercantile Tax 30 30 | 32
Real Property

Transfer Tax 4 6 _ 4
Real Property 104 | 108 106
TOTAL, ALL RECURRING

REVENUES FROM TAXES ' _
- IN EFFECT AT 7/1/75 445 483 - 469

Source: Mayor's Operating Budget
' and Programs FY 1976

and Office of the_D&ector
of Finance, Jan. 19, 1976



TABLE 3

. Growth in General Fund
Revenues, 1972-76, City of Philadelphia

1972 1976 Percent

Source of Revenue Actuals Estimated Change
Property Taxes 118.5 111 6.3
Wage-.' 213.8 267 24.8
Earnings | 24.1 34 41.9
Net Profits 17.3 18 4.0
Mercantile License 25.5 32 25.4
Other Taxes 7.2 7 ' (2.7)
Total Taxes ' 406.4 : 469 - 15.5
Non-Tax Local Revenues 99.2 42 * (57.6)
Intergovernmental

Revenues 73.5 , 198.4 169.9

*Note:

Source: Mayor's Operating Budget
and Programs, Fiscal Year
1973, Office of Director
of Finance, Jan. 19, 1976

The huge drop in locally generated non-tax revenues re-
sults from a transfer of certain accounts to other funds
(i.e. SEPTA, Gas Works, Parking facilities, Airation)
outside of General Fund. .



Personal Services
Purchased Service

Materials, Supplies
& Equipment

Employee Benefits,
Contributions,
Indemnities,
Refunds of Taxes

Debt Service

Other

TOTAL

TABLE 4

General Fund Expenditures By

Major Classification, 1970-76

City of Philadelphia

(in millions) Incréase
FY 70 FY 76 Amount Percent
$267.7 $417 $149.3 55.7
62.3 160 97.9 . 156.8
26.9 30 3.1 11.5
46.7 - 92 45.3 97.0
55.5 76 20.5 36.9
6.1 6 (.1) (1.6)
$465.2 $781 $315.8 : 67.8

Source: Mayor's Operating Budget

FY 1970 and Office of the
Director of Finance,
January 19, 1976



pos:.ta.ons has grown bv zLOQ7 1nhq nr?‘in R% It should be noted that the
increase 1n enployment is partially the reE\ILt of shorter municipal employee
work weeks.

Over the last five years, however, total City employment has first peaked and
now begun a slight decline, largely the result of job freeze policies imposed
by the Finance Director. Table 5 presents comparable data on filied positions
financed through the General Fund between 1971 and the present. Further analy-
sis is required to disaggregate patterns within particular service areas and
job categories and between permanent civil service, provisional civil service,
and exempt positions.

(b) [Higher Wages for Public Employees

Personal Services account for approximately 53.3% of total ditures in the
Clgz S_General Fund in 1975-76. The very recent and sizeable: ;Imi in this
igure reflects less a pattern of increasing employment than the continuing
generosity of City govermment toward its employees, uniformed and non-uniformed.
Between 1971-75, police salaries increased from $9,900 (maximum pay range) to
$14,022, a 42% rise; firefighters salaries grew by $4,022, a 40% increase; and
non-uniformed employee pay increased by $3,230 on the average, a 37% growth.
During this same period the average earnings in manufacturing employment in-
creased by slightly less than 30%.

In the current budget year, the City negotiated an increase that provides a
12\8% pay increase for non-uniformed City employees represented by AFSCME.
This contract was for the current year only and expires, along with all other
contracts involving public employees of both the City and School District, on
June 30, 1976...four days before the Bicentennial celebration, a far from
accidental circumstance. Over the last four years, the union wage settlements
have averaged about 6.4% compounded annually, according to the Finance Director.

The cumulative effect of these settlements has been not only to achieve parity
between previously under-paid public employees and their counterparts in the
private sector. Instead, at present a very generous pa.rli_:z—glus aQ;@,j:age

exists be

a FebruaxyS reportof thed summarized in Table 6.

The PEL report concludes:

Not only is the pay favorable, but the City's employee benefits -
holidays, vacations, sick leave, and pensions - are far more
generous than those in private industry. One of those benefits
was increased this year when employees were given 14 holidays,

an addition of one holiday. Moreover, City employees have three
personal leave days, for a total of 17 holidays or equivalent,
compared to an average 9-10 in private industry. 2/

1/ It should be noted, however, that in 1972, the wage and salary differen-
tials of City and private employees were as high as 50% in favor of
municipal employees.

2/ PEL, Citizens Business, 2/5/76




TABLE 5
City of Philadelphia, General Fund,
Regular Full-Time Positions, Filled
12/26/71, 6/27/75, and 1/4/76

12/26/71 6/27/75 1/4/76

Council 67 77 78

Mayor 30 : 63 . 62

Mgnaging

Director -

Group 24,711 23,590 22,591
Police 8,315 8,892 8,357
Fire 3,028 3,128 3,005
Streets 3,847 3,677 3,540
Health 1,320 1,045 1,022
PGH 2,475 2,085 2,033
Recreation 868 835 816
Public
Property 906 786 772
Other ' 3,952 3,142 3,056

Finance Group 855 781 767

City Rep.

Group 196 190 190

Other Agencies 2,444 1,696 o 1,682
Free Lib. 816 719 688

Courts 1,712 2,053 2,061

GRAND TOTAL 30,015 : 29,169 28,119

Source: Personnel Inventory Reports
Personnel Dept. 12/26/71
and Office of the Director
of Finance 6/27/75, 1/4/76



TABLE 6

Occupational Earnings
Philadelphia Private and City
November 1975

Job Title No. of Average City Greater (Less)
in BLS City Annual Pay than Private .
<Pay _Survevs Employees Private City Amount Percent
- &s of 11-Th
Data Processing
Key Punch Operators B 90  $7,091% 10,166 $ 3,075 h3.3%
Tabulating Machine Operators B 7 9,151 11,k92 2,341 25.5
Computer Operators B 15 9,k52 12,1690 2,717 28.7
Weighted Mean 132 7,781 10,665 2,884 '38.0
Qffice Clerical
Bookeep. Machine Operators B 12 6,648 10,287 3,639 5h,7
Clerks - Accounting A 162 8,864 11,303 2,439 27.%
Messengers : 20 6,413 8,68 2,h75 3863
Stenographers - General 132 7,743 9,536 1,793 23.1
Btenographers - Senior k29 8,786 10,991 2,205 25.1
Switchboard Operators A 48 8,082 10,585 2,503 30.9

Typists B Iy 6,2 ' 200 2,9L L7,
: Weighted Mean 1,232 7,717 10,196 2,?;78 33.5

gustodial and Material Movement

Guards and Watchmen 137 6,556 8,912 2,116 36.8
Jenitors, Porters, Cleaners 552 T,621 9,620 1,999 26.2
Laborers, Material Handling , 996 10,106 10,477 371 3.6
Weighted Mean 1,685 9,003 10,073 1,070 13.7
Professional and Technical
Computer Programmers B 12 12,722 1L,655 1,933 15.2
Computer Programmers C L 11,992 13,347 1,355 11.
Computer Systems Analysts A 12 18,562 20,821 2,259 12,

3

1

Computer Systems Analysts B 18 15,486 16,636 1,1 o
Weighted Mean s 15,26% 16,92 1,321 11.0

Maintenance Trades

Carpenters, Maintenance 5L 13,948 12,792 (1,156) (G.2)
Blectricians, Maintenance 79 13,113 12,846  (267) (2.0)
Helpers, Maintenance Trades k2 10,920 11,086 166 1.5
Mechenics, Auto. Maintenance 278 13,288 12,737  (7%1) (5.5)
Painters, Maintenance &0 12,090 12,792 702 5y

Weighted Mean 613 12,748 12,378 (370) (2.G)

Sources: Private: U.S. Bureau of Labor Statistics, Area Wage Survey, Philadelphia, Pa.,

N.J., November 1975, Preliminary (December 1975). City: U.S. Bureau of Labor Stotis-
tics, Municipel Government. Wege Survey, Philadelphia, Pa., Novermber 10Tk (December 197!),
as updated by PEL to reflect pay increase effective T/1/75.
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(c) Pensions and Fringe Benefits

Adding considerably to the financial burdens created by long-term increases
in total employment and a marked rise in the wages and salaries of public em—
ployees are the sharply increased costs to the City of the pension benefits.
of mmicipal employess. Again quoting the Pennsylvania Economy League, Phila-
deIphia's pension benefits are "among the most liberal in the largest U. S.

cities and vastly more liberal than those of the typical private employer."
(PEL, Citizens Business, October 2, 1975.)

Existing pension arrangements allow, for example, police and firemen to retire
at ag_46_ (45 as of July, 1976) with variations in the size of pension as deter-
mined by the length of service.l/ Under this system, a City employee may re-
tire after 20 years of service at a benefit level equal to gnezhalf of hjs
last vear's earnings. Same sources claim that this alternative has given rise
to large increases of overtime pay for soon-to-retire employees in order to
maximize pension benefits.

The City's role in the pension system has been closely defined by two State
Court rulings 2/ ordering the City both to pay the interest on unfunded past
liabilities as well as to increase its payments for currently accruing liabili-
ties. The State Supreme Court's interpretation of the Home Rule Charter's
requj_rement for "actuarially sound" financing has resulted in a sharp

growth
in the City's annual contrlbutlons to the Pensions and Retirement.
Between 1970-76, S 64.4% tc an annual amount in 1976
of nearly $50 million.

(d) Debt Service

The debt service component of the operating budget has also showm significant
growth in recent-years. Between 1972 and 1976, obligations under the Capital
Budget have fluctuated between a one-time high of $150 million in 1973, to a
low of $20.3 million in 1971. During this period, debt service in the General
Fund grew from $35.5 million (6.3 percent of General Fund budget) to $76 mil-
lion (9.7%).

This growth in debt service results from major development projects undertaken
by the City, the use of new credit instruments (i.e., revenue bond activities),
increased short-term borrowing, as well as higher interest rates triggered by
the New York City fiscal crisis in particular, and the changing character of
the municipal bond mark in general. The cambined impact of these matters has
been a 37% increase in the City's debt between 1970-1976.

(6) Changing Accounting Practices

Finally, brief reference should be made to the influence that changing account-
ing practices may have had or are having on recording and interpreting the true

1/ Under the City's pension ordinance, the retirement benefits are the highest
of (1) annual average of reqular and longevity salary during the highest
five years; or (2) regular and longevity salary during any consecutive 12
months; or (3) annual rate of last pay period's salary, excluding longevity.

2/ Dombrowski v. City of Philadelphia
Bogen v. City of Philadelphia
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nature of the City's fiscal condition.

The City Controller, in a report issued January 19, 1976, has charged that
changes in City accounting practices, adopted in 1975, which "do not violate
accounting or legal principles... (have) materially served to mask the deteri-
orating financial condition of the General Fund." (Office of the Controller,
Camment on the Financial Condition of the City, January 19, 1976, p. 1.)

The report asserts that "had General Fund revenues and expenditures been re-
ported on the same basis in Fiscal 1975 as in prior years, the 1975 deficit
would have been $41.5 million (instead of the reported $12.3 million deficit)."

The debate over City accounting practices, and particularly the treatment of
intergovernmental revenues on a cash accrual basis, will continue. GPP will
hope to comment in more detail on this matter in later reports. At this point,
however, camment will focus only on how to treat the acknowledged $80 million
deficit. -
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III. The Emergency Tax Package

Cash flow requirements, caused by uneven, in same cases reduced, receipts fram
various revenue sources, caused the City administration to seek short-term
loans, in the form of tax anticipation notes, from Philadelphia's commercial
banks in early January, 1976. As a precondition to financing the City's imme-
diate deficit, the banks required the City (1) to make a full public disclosure
of its 1976 operating deficit; and (2) to seek immediate tax increases to off-
ted-deficit.

f1c1t and presen the City administration's plan for interim tax

increases which, under the Charter, r authorization by the State Legis—
and is spelled out in Table 7. The anticipated yield of the entire package is
estimated by the City to be $80.5 million.

The particular mix of tax measures selected by the City administration would
appear to reflect the following considerations, among others:

1. An effort to insure that the City's Bicentennial generated
costs are offset, in large part, by the revenue potential of an
estimated 25 million visitor days in Philadelphia during 1976.

2. Continued sharing of the tax burden hetween business and non-
business sources within the city.

3. A capacity, by reliance on the property and mercantile license
taxes, to generate revenues on a more immediate, one-time and
retroactive basis than, for example, the wage tax could insure.

4. Direct avoidance of suburban objections to emergency use of
the wage tax.

5. Unwillingness to offer spending cuts as a second part of the
deficit-closing process.

Any set of tax proposals is calculated to generate claims of unfair treatment,
regressivity, and adverse immediate and long-term impacts. The response to
the current proposals has been no exception, although aggravated by the timing
and the magnitude of the increases requested.

There is neither time nor capacity to fathom the actual implications of the
tax package as proposed, or of specific items within the total proposal. Some
outline of likely implications - carefully labeled as such - is wortlwhile,
however, if only to call attention to the gravity of the decisions that must
be made and the unknown consequence of making them.

Property Tax

. Large, year-end, unanticipated increases may have a detrimental effect
on the extent to which low and moderate income rental apartments are
maintained, given the limited disposable incame of tenants and the
clear determination of landlords to maintain some profit margin.

The tax increase oould result in __flr_th_g;_abgpgonmnts_m_thls_housmg
&ector.
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TABLE 7

PROPOSED INTERIM TAXES AND TAX RATES FOR FY-76
GENERAL FUND, CITY OF PHILADELPHIA

(amounts in millions)

Estimated
Duration Yield
Rate Start Finish FY-76
Temporary Taxes
1. Hotel Tax 5.0 3/1/76 12/31/76 0.6
2. Food and Beverages 5.0 3/1/76 12/31/76 5.7
Permanent Taxes
3. Amusement Tax +5.0%* 3/1/76 - 0.7
4, Parking Lot Tax +5.0% 3/1/76 - 0.1
5. Parking Garage Tax** 15.0% 3/1/76 - 0.2
6. Mercantile License Tax +1/10% 1/1/76 - 8.5
7. Vending Machine Tax . $50 3/1/76 - 1.0
8. Real Property Tax +14 mills 1/1/76 - 63.7
TOTAL ’ 80.5
Amount Needed to Eliminate :
Estimated Deficit at June 30, 1976 80.0

*Broaden base
**Assuming 10,000 spaces at $600 per space = 6,000,000 x .15 = $900,000.

Source: Office of the Director
of Finance
January 19, 1976
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. The immediate tax increase, coupled with rising perception of

added tax hikes in FY 1977, may have a psychological impact on
hameowners considering improvements to their hames.

. Businessmen contemplating decisions about building, expanding
or continuing to operate in Bhiladelphia may be tempted to add
a strong minus to their list of plusseS and minuses of doing so.

. Individual, business and family budgets will receive an added,
unexpected strain to be met at the very time the economy is
beginning to show signs of recovery.

. The hike provides additional disincentives to investors and
developers contemplating new housing construction or renovation
within the city limits. o

. The selling market for multi-family properties in the city's
poorer areas is likely to be further weakened.

. A larger proportion of the City's residents will likely be
priced out of the homebuying market.

. Added financial strain will be placed on the City's most vul-
nerable homeowners, especially the moderate-income resident who
purchased his hame recently and the homeowner living on a fixed

. ~ Given varying tax assessment practices, homeowners in the older,
close in residential areas will be forced to carry a larger
relative financial burden than homeowners in other parts of the
city.

Mercantile License Tax

Combined with the property tax, this increase may further damage Philadelphia's
competitive position vis-a-vis its suburbs and the rest of the nation. The
increase may have an especially damaging impact on businesses which have large
volume sales but a low net income relative to volume (e.g., wholesalers and
distributors) .

Temporary Taxes

These efforts, aimed at tourist and convention visitors to the City during

the Bicentennial, may have a dampening effect upon the very sources that they
would tap. The expected yield is also highly contingent upon actual numbers
attracted to the City which, in turn, may be a function of the images projected
by Philadelphia as it grapples with its fiscal crisis.

Vending Machine Taxes

This tax of $50 per machine, may make the cost of operating a large volume
vending business in Philadelphia virtually unprofitable.

Whatever the impact of any particular tax may be - or their combined impact -
it is inescapable that the current deficit must be closed through some set of
revenue-producing measures in proper combination with expenditure reductions.
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All will trigger their particular consequences. As New Yori_(_:_i_tiy___hgs__a___,lready
discovered in its haste to pass new measures, some jtems (e.g., the bond ttans-
MMMW%WW
‘taneous repeal. Fhe' same possibilities clearly exist in examining Philadelphia's
emergency package and provide sufficient grounds for same to resist precipitous

action without, in particular, fuller disclosure of 1977 budget requirements for
the City and School District.

In examining the City's revenue projections for the 14 mill property tax in-
crease, GPP found an anticipated tax collections rate of approximately 82%, as
opposed to an 89% rate for real property taxes in effect at the beginning of
1975-76. This differential reflects the probability that many bulk receivers
(Savings and lLoan Associations) and hameowners do not have the cash to meet the
tax b i . In addition, delays in the
malling of the emergency property tax bills, whether caused by State Legislature
or Councilmanic delays in the passage of necessary legislation, might be expected
to result in even lower collection rates by the end of FY 76.

The Other Side of the Deficit: City Expenditures

In dealing with the immediate problem of a cash and budgetary deficit, actions
other than emergency revenue-raising measures are available to the City. New
revenues are doubtless necessary to overcome the magnitude of the existing gap
and to meet bank stipulations for short-term borrowing; steps to reduce and
ocontrol City expenditures mark a companion step already being taken by count-
less cities across the nation both to show that the local govermment means
business and to bring home the seriousness of the situation.

Only the imposition of_w&eg?_under the personal direction of
TheFinance Director has thus far been volufteered by the City administration
in Philadelphia. Table 5 illustrates that this freeze has resulted in filling
836 fewer staff positions imder the General Fund than were originally budgeted
at the start of FY 76. Of these, 349 are "frozen" positions in the Police and
Fire Departments where legal issues (e.g., sex discrimination) are responsible
for preventing new entry level positions in the respective training academies.
Another 239 frozen positions exist at Philadelphia General Hospital.

What more can be done in the balance of the current fiscal year?

The City's ability to reduce expenditures over and above the additional impact
of the current "freeze" is limited both by the flow of intergovernmental funds
to Phlladelphla and by the extent to which the City has already obligated it-
self in the balance of the fiscal year.

As shown in Table 8, some $58 million in General Fund appropriations for 1976
are for programs which recelve more than 50% of their funds from the State or
Federal governments and are, therefore irreducible without incurring an equal
reduction in intergovernmental revenues.

Another $347 million in personal service costs are in program areas that do
not receive intergovernmental revenue support, of which $80 million are for
fringe benefits.

In short, significant reductions in 1976 spending are limited. The only real

leverage lies in further reducing the number of City employees but, this option
too, has shortcomings. While, for example, a 10% reduction in enployees would
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General Fund Estimate

TABLE 8

of Expenditures and Obligations

FY 1976, City of Philadelphia

(millions)
Original Appro- Dir. of Finance Obligations Unobligated
priation for Estimate for Through
Year Year 1/19/76 10731_§2731 2/29 March 1, 1976
Total Budget $781 $781 $330
Personal Service 405 417 145 130(31%)
Programs: 50% of
more reimbursable
Drug Abuse 1
Welfare 4
Health 10
PGH 22
Riverview 2
Courts 19
Sub-total 58 NA 20
‘Not Reinbursable 347 NA 110
Fringe Benefits:
Pensions 49
FICA 13 4
Wel fare Plan 17 8
Other _L — .
Total 80 80 12
Purchase of Services 16l 160 113 Source: Office of'the
Director of Finance
Materials and ' ‘
Supplies 29 29 17
Equipment 2 1 3
Contributions, etc. 12 12 6
Debt Service 84 76 31
Payments to Other
Funds 7 6 2
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result in an immediate savings of $13 million, the costs of severance pay,
campensatory time and other benefits owed to these employees - as well as the
likelihood of legal actions brought by unions, make such a large cut unmanage-
able, at least in the short-run.

When related to next year's budget needs for both the City and School District,
however, same level of immediate reductions in personnel, over and above the
current job freeze, take on both practical and symbolic significance. Not all
the requirements of the City can or should be met through revenue-raising
efforts. Expenditure reductions - carefully considered and sensibly executed,
are the other, equally important side of the coin if the City is to begin to
close the growing gap and gain public confidence in the difficult process of
doing so.
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IV. Options Regarding the Emergency Tax Package

Essentiall@ options are available to the Greater Philadelphia Partner-
ship and the zens of the City of Philadelphia in responding to fiscal
realities and the proposed emergency tax package. While there is no escaping
the crisis that looms, there are alternatives to the emergency tax package
approach.

The first of these would be to take no position on either the question of
enabling legislation or immediate taxX increases, thus leaving to others the
critical decisions that must be made. GPP regards this as an unacceptable
alternative, smacking of passivity in the face of hard evidence and the need
for prompt action. It is thus carried no further in this section.

The two serious options are these:

1. To support the City admlnlstratlon s request that the State lLegislature
approve_peng 'ng legislation permit.tax dncreases designed to balance the :

2. To oppose that request and, by so doing, force a review of not only
the disclosed 1977 deficit but the fiscal requirements of City and School
District for the year ahead before a combination of revenue—ra.lsmg and
expenditure-cutting measures are taken.

This section is concerned with the implications of following these separate
courses of action, together with some reference to rcssible strategies for

. effectuating the desired results of each approach.

1. Support the Emergency Tax Plan Proposed by the City

The report has already mentioned the specific taxes in the emergency package
and speculated about some of the effects resulting from their quick imposition.
Other considerations loam beyond the taxes themselves. For example, legislative
manuevering to secure their passage has now brought the wage tax into the

heart of any debate about the advisability of the original package.

A) The Wage Tax Rider

At this writing, the Pennsylvania State Senate has approved by the barest majority
of 26 votes a legislative package that would permit the City to authorize taxes
on hotel occupancy, food and beverages sold at retail and vendlng machines, and
to increase other taxes (i.e., property, amusement and mercantile license)

before the end of the fiscal year.

In addition, the Senate has approved an amendment to this package which states:

"The Council of any city of the first class (i.e. Philadelphia) shall
not impose a tax on wages of non-residents of the city who render
services in such city in excess of 3 1/3%."

If made into law, the price of passing this revised emergency tax package will be
to delimit f of the only other broad-based tax revenue, the wage tax.
This issue is now central to consideration of the entire tax package.
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This non-resident wage tax limitation amendment was exacted by suburban
legislators as their price for support of the overall package. The rationale
lies in the belief that the emergency tax package merely represents phase one
in a process to get the City back on a sound financial footing; that stage two
will have to involve a healthy increase in the City wage tax to insure a
balanced 1977 budget.

Since approximately one-fourth of the revenues generated by the wage tax come
from the in s of fOM=Yesidents loyed frmand taxed by the Ci%%?‘fh&s
amendment reflects a politically understandable position for the representatives
of suburban taxpayers who lack any direct voice in Philadelphia's budgetary

and tax decision-making process.

Since the 1940's when the City first began to levy a tax on employee wages, the
wage tax has become the most important source of General Fund revenues. The
growth in importance of this tax parallels the decline in the yield of the

real property tax, as shown in the Table 9. Between 1940 and 1975, the wage
tax as a percent of all General Fund receipts has grown fram_13.3 percent to
v43+«2=percent while the real property tax declined from 47 percent to 14.9
percent. In addition, given slow growth in the market and assessed value of
real property, the wage tax offers greater sensitivity to the pace of the

econanmy .

If, as expected, the City is forced to raise the wage tax rates to provide
necessary revenues for FY 77, the non-resident ceiling will effectively both
shift a larger portion of the tax burden to Philadelphia residents and add
another reason for families and firms to abandon the City of Philadelphia.*

The crucial question thus posed is: By accepting the wage tax ceiling as a
price for securing short-term relief in FY 1976, is Philadelphia selling away
for an indeterminate future much of the flexibility of its most important
revenue resource? A look at New York City's fiscal problems, where years of
compromise with "up-state" interests badly undercut the city's economic base,
may suggest that the trade-offs for Philadelphia are too severe.

B) Expenditure Considerations

To date, in discussions with area banks or the legislature, no stipulations
about. reduced expenditures, either immediate or over time, have been offered
or required as the quid pro quo for the extension of short-term financing

or approval of the emergency tax package. Some banking officials have urged
the City to reduce its deficit through a combination of tax increases and
expenditure reductions, but with the exception of the pre-existing job freeze,
no other steps have been put into effect.

*Just how much of an additional increase in wage tax rates might be required
as a result of a non-resident wage tax ceiling remains speculative at this
point. One factor suggesting that the shifting burden might be high is
the assumption that the average suburban residents who work in the city have
higher incomes than city workers.
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TABLE 9

GENERAL FUND: RECEIPTS
CITY OF PHILADELPHIA, 1920-75

AMOUNT (in millions)

INCOME

REAL " PERSONAL EARNINGS INTERGOVERNMENTAL
YEAR TOTAL PROPERTY PROPERTY NET PROFITS TRANSFERS
1920 $ 67.7 $ 38.9 $2.7 s - s -
1930 - 94.0 50.8 5.2 - -
1940  83.0 39.1 3.1 | | 16.2 -
1950 158.2 47.7 2.5 37.5 -
1960 216.4 80.7 3.7 70.9 -
1965 271.9 94.8 4.6 90.8 13.2
1970 462.4 110.7 4.6 212.0 37.5
1975 693.7 104.0 4.0 300.0 176.8

PERCENT

1920 100.0 © 57.5 3.9 - -
1930 1100.0 54.0 ' 5.5 - -
1940 100.0 47.0 3.7 19.5 -
1950 100.0 30.1 1.5 23.7 -
1960 100.0 37.2 1.7 32.7 -
1965 100.0 34.5 1.6 33.4 4.8
1970 100.0 23.§ 0.9 45.8 8.1
1975 100.0 14.9 .05 43.2 _ 25.4
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The opportunity to leverage significant or merely symbolic reductions in

City spending will be lost for the moment if the Legislature and the City
Council support the emergency revenue program without imposing expenditure
constraints as well. Approval of the emergency package can be construed as an
"encouragement" by the City administration to continue "business as usual."
Efforts to reform governmental spending practices, in both the City and

School District, may be lost with the passing of the immediate crisis. Meeting
the deficit in FY 76 may relax constraints governing labor negotiations with
public employees whose contracts expire by June 30, 1976.

C) 'Access to the Money Markets

In many eyes, failure to pass the.emergency tax.package will cost the City

of Philadelphia access to the nation's money markets. for both short and long-
term financing, and thereby create severe damna the City's credit rating
and competitive position. This concern is cited by many concerned individuals
as the major reason to support the emergency tax package.

This line of reasoning is strongly affected by complex and technical considera-
tions, the timing of cash flow requirements, and the receipt of intergovernmental
funds and similar matters. Some observers would argue that there are ways,

short of effecting all or portions of the emergency package, to avoid the
penalties of default. Such questions can only be answered in dialogue between
the principal banks and the City administration. They should be pursued before
any final position is taken on the basis of financial access criteria.

One specific line of inquiry might be early divulgence of the FY 77 budgets of
the City and School District and the additional revenue requirements and money
market issues posed by them.

Consideration of the effects of default itself, should it occur, are presented
in the next section of this report.

2. Oppose the Emergency Tax Package

Without reference to the proposed non-resident 1id on the wage tax, a position
of opposition to the emergency tax package warrants examination of these
issues:
How would the City meet its obligations?
What would the impact be on City services?
. How would such a move be treated in the money markets?

. Could the distribution of "pain and sacrifice" be made more
equitable so that no one group was unfairly treated?

What actions would be required to insure the restoring of fiscal
responsibility?
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If the non-resident 1lid is presumed to be an added part of the package,
additional questions are, of course, raised.

A)  Get the Entire Picture on the Table

The assumption behind a position of opposition to the original emergency
proposals is that no other event is as likely to force the City administration
to control or reduce spending, patronage, waste and mismanagement where such
practices indeed exist, or to impress the entire city and region with the
present and long-term gravity of the combined fiscal problems of the City

and School District. ‘

Also, by combining the current year's deficit with the budget needs of both
the City and School District for FY 1977, the total requirements faced by
Philadelphia citizens will be disclosed and overall determinations can be made
about how to deal with them.

B) In the Event the Emergency Tax Package is Not Passed...

Responsible individuals have, in the last several days, hinted that in the
event of failure to pass the emergency measures, there may be ways to avoid
default and to assure the flow of adequate cash to pay the City's continuing
obligations until new revenues are secured early in the new fiscal year. A
combination of City-bank forbearance, deferment of some aobligations, and other.
techniques would have to be resorted to. The point is that imminent default
would seem to be avoidable. A key choice then becomes: (a) use of such
techniques vs (b) passage of the emergency propcsals (with the wage tax
ceiling becoming a crucial added ingredient in making that decision).

In the very unlikely event that such arrangements cannot be made and default
occurs, the following events might transpire as the impact is felt:

. Payment of obligations to suppliers of goods and services to the
City might have to be delayed, stretched out, or altogether
abandoned. Any of these possibilities could result in litigation
against the City by contractors;

Layoffs of City employees might be required as well as the likelihood
of "payless paydays" or the issuance of script in lieu of paychecks.
Such a move would undoubtedly bring the threat of strikes, work
slowdowns, and suit;

. The City might be unable to meet its debt service obligations on
the $50 million tax anticipation loans made by a consortium of
local banks or its July 1 payments on other long term loans,
raising for the first time the probability of default;

. Payments into the Pension Fund, due to be made by the end of the
Fiscal Year, might have to be postponed. Given State Supreme
Court opinions requiring the City to increase and stay current
with its pension contributions, pensioners and unions might go
back to the courts for corrective action;
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Projects in the Capital Budget and program might have to be
cancelled or deferred;

City employee union wage settlements might be severely restricted
if not impossible;

The City's credit rating would almost certainly be dropped to a
lower level. (On this point it should be noted that the Finance
Director does not plan to seek any long-term loans for capital
projects until August, September, or October, by which time a
restoration of the present credit rating would be possible.)

-24—~



PHILADELPHIA AREA

A Monthly Roview of Curroent Employmont

Dovelopmonts and Prospocts

VOL. XXXXI No. 2 FEBRUARY ‘Released 3/25/76
EMPLOYMENT AND A total of 1,826,000 residents in the Philadelphia
UNEMPLOYMENT Labor Market Area had jobs in February. This total

was 1,800 higher than January. There were no sig-
nificant changes during the last month among the four employment divisions: man-
ufacturing, nonmanufacturing, self-employed and agriculture. Total resident em- -
ployment in February last year was 1,819,700 or 6, 300 less than the current month.

The February 1976 rate of unemployment was 10,3 percent of the labor force de-
rived from a total of 209,500 jobless workers. In January, the rate was 10.5 per-
cent with 213,600 unemployed, ILast F‘Ah;u:wv 185,500 unemployed produced a
rate of 9.3 percent of that month's labor force. The Philadelphia Labor Market
Area is classified "E'" an area of substantial unemployment. .

INDUSTRY CHANGES Manufacturing employment declined slightly with a -
SINCE JANUARY loss of 400 jobs from January to February. The
durable goods loss was innonelectrical and electrical
machinery. A mid-winter upturn of 800 in apparel served to counter a drop in
printing and publishing among the nondurables. All other factory changes were
insignificant and compensatory within individual industries. Factory production
workers average hourly earnings increased fifty three cents during 1975. The
‘February rate of $5,37 an hour produced an average weekly wage of $211,04,

Nonmanufacturing industries showed a gain of 3, 000 jobs. Construction and retail
trade were lower because of adverse seasonal and weather factors. A gain of
8,400 in the service industry was noneconomic and represented the return of non-
instructional staff to private schools and colleges after the holidays. A seasonal
increase in the public school sector of government accounted for an additional
1,400 jobs.

OUTLOOK There is little prospect that employment will.improve

notic'eé.bly‘ in March. Small seasonal increases a-
mong the nonmanufacturing industries are expected. - Most of this gain, however,
will be countered by scattered declines throughout the factory industries. The
volume and rate of unemployment in March should show little change from February.

% 7 ‘&}/Uzj{ﬂft? John A. Dougherty, District Manager

COHMONWEALTH OF PENNSYLVANIA * DEPARTHENT OF LABOR AND INDUSTRY BUREAU OF EMPLOYMENT SECURITY
Pennsgloania Slale Employment Service '
2048 Arch Street PHILADELPHIA PA.~19103 ~ 238-7675
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COTMONTY LABOR MARKET MEDRMATAN

PHILADELPHIA LABOR MARKET AREA

DELAWARE CO., PA. CAMDEN CO., N.J.
1 Aldan 12 Morton 1 Auduboa 15 Haddon
2 Clnlt.on Heights 13 Norwood 2 Barrington 16 Haddonfield
3 Collingdale 14 Parkside 3 Bellmawr 17 Haddon Heights
4 Colwyn 15 Prospect Park 4 Berlin 18 Hi-Nella
5 Darby 16 Ridley Park 5 Berlin 19 Laurel Springs
6 East Lansdowne 17 Rutledge 6 Brooklawn 20 Lawaside
7 Eddystone 18 Sharon Hill 7 Camden 21 Lindeawold
8 Folcroft 19 Swarthmore 8 Chesilhurst 22 Magnolia
9 Glenolden 20 Trainer 9 Clementon 23 Merchantville
10 Lansdowne 21 Upland 10 Collingswood 24 Mount Ephraim
11 Marcus Hook 22 Yeadon 11 Delaware 25 Oaklyn
12 Gibbsboro 26 Pennsauken
13 Gloucester City 27 Pine Hill
Gloucester 28 Pine Valley
29 Runnemede
30 Somerdale
31 Stratford
32 Tavistock
33 Voorhees
34 Waterford
35 Winslow
36 Wood-Lyne
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January estimates, as well as those for each month of 1975,
were revised according to procedures established by the

U. S. Bureau of Labor Statistics, the agency which super-
vises the develomment of State and area estimates. The
revision brings the estimates in line with those developed
for Pennsylvania through the Current Population Survey
(household survey) conducted by the Federal Govermment for

- 1975. This revision is made annually at this time of year.



TABLE 1

FEBRUARY 1976
. (In Thousands)
ESTIMATED TOTAL CIVILIAN LABOR FORCE

PHILADELPHIA LABOR MARKET AREA

DEC.

RESIDENT DATA 1/ FEB. JAN. FEB. } Net Change From
1976 2/ | 1976 1975 1975 |, 176 |ms, 17
CIVILIAN LABOR FORCE 2035.5 2037.8 2067.0 2005,2 -2.3 +30.3
EMPLOYMENT 3/ 1826.0 1824.2 1874.9 1819.7 { +1.8 +6.3
UNEMPLOYMENT 209.5 213.6 192.1 185.5 ~4.1 +24.0
¢ CIVILIAN LABOR FORCE - 10.3 10,5 4 9.3 9.3 . xoox 20000
UNEMPLOYMENT (Seasonally Adj.) 194.7 200.2 208.6 172.4 -5.5 +22.3
% CIV. LABOR FORCE (Seas. Adj.) 9.5 9.7 10.1 8.5 | . oo X0
NONAGRICULTURAL WAGE AND SALARY EMPLOYMENT
ESTABLISHMENT DATA 4/ FEB. JAN. DEC. FEB. Net Change From
1976 2/ | 1976 1975 1975 |san. '76 IFEBR. 17
NONAGRICULTURAL WAGE & SALARY ﬁ/ 1770.1 1767.3 1815.6 1769.4 +2,8 +0.7
ALL MANUFACTURING INDS.-~-TOTAL LLT.5 447.9 449.0 459.5 -0.4 -12.0
Durable Goods Inds,--Total 232.5 233.1 233.6 246.2 -0.6 -13.7
Lumber & Wood products 1.8 1.9 2.0 2.1 -0.1 -0.3
Furniture & Fixtures 7.0 6.9 6.9 7.3 +0.1 -0.3
Stone; clay & glass products 13.7 (13,7 14.1 15.2 0.0 -1.5
Primary metals 28.4 28.4, 28,3 32.5 0.0 ~4.1
Fabricated metal products 35.4 35.4 35.3 36.2 0.0 -0.8
Nonelsctrical machinery 49.2 49.5 9.6 52.8 -0.3 -3.6
Electrical machinery 48.1 48.3 48.5 51.0 -0,2 -2.9
Transportation equipment 21.7 21.6 21.2 20.7 +0.1 +1.0
Instruments & related products 16.9 17.0 17.1 17.6 -0.1 -0.7
Misc. manufactures & ordnance 10.3 10.4 10.6 10.8 -0.1 -0.5
Nondurable Goods Inds.--TPotal 5.0 214.8 215.4 213.3 +0.2 +1.7
Food products 41.0 41.3 1.5 39.5 -0.3 +1.5
Tobacco products 0.3 0.3 0.3 0.7 § - 0.0 -0.4
Textlle products 16.3 16.2 | 16.2 15.5 +0.1 +0.8
Apparel & related products 35.5 3447 345 33.5 +0.8 +2.0
Paper products ' 19.8 19.6 19.8 - -+ 19.0 +0.2 +0.8
Printing & publishing 34.7 35.2 35.2 37.0 -0.5 2.3
Chemical products 37.3 37.5 37.7 38.2 -0.2 -0.9
011 & coal products 12.8 12.8 12.9 12.8 0.0 0.0
Rubber & misc. plastics prods. 16.1 16.0 16.1 16.0 +0.1 +0.1
. Leather products 1.2 1.2 1.2 1.1 0.0 +0,1
ALL NONMANUFACTURING INDS.--TOTAL} 1321.8 1318.8 1366.2 1308.6 ;| +3.0 +13.2
. Mining ' 1.1 1.1 1.1 1.3 0.0 =0,2
Contract construction 61.1 63.2 70.1 67.3 -2.1 -6,2
Transportation & public util. . 95.9 95.8 . 98.3 97.9 +0.1 -2.0
Wholesale tradse 102.5 102.9 103.8 '103.8 =-0.4 -1.3
Retail trade 280.6 285.0 306.8 275.5 A +5.1
Finance, ins. & real estate 108.0 108.0 108.0 108.0 | . 0.0 0.0
Service and miscellaneous 382.7 374.3 386.0 364.3 +8.4 +18.4
Government 289.9 288.5 292.1 290.5 +1.4 -0.6
Federal government 75.5 76.2 77.3 - 77.1 -0.7 -1.6
State & local government 214.4 212.3 214..8 213.4. - +2.1 +1.0
FERSONS INVOLVED IN LABOR- .
MANAGEMENT DISPUTES 0.8 0.6 0.4 1.3 +0,2 ~0.5

Qam fAamntnntaa Ann ravaeram adde.



NOTE:

Nonagricultural (includes agricultural service) establishment wage and salary
employment, hours and earnings and labor turnover data in thie publication are
based on a monthly sample survey of employers conducted in coopsration with
the United States Bureau of Labor Statistics. These dats exclude farm workers,
pelf-employed, unpaid-family workers, and domestlc workers in private homes,.
Earnings data are averages of gross earnings and do not represzent wage rates.
Employment data represent estimates of total wage and salary worker employment
in all nonagricultural establishments during the pay period which includes

the 12th of the month, and include a&ll temporary, permanent, full-time, part-
time, executive, office, supervisory, sales, service, technical, maintenance,
production and nonsupervisory employees. Employment data in this relsase have
been revised to first quarter 1975 benchrarks, and are therefors, not strict-
ly comparable with figures published prior to February 1976 All employment
data are based on industry classifications in accordance with the revised 1567
Standard Incdustrial Classification Manual.

Total employment and unemployment estimates (resident data) have been revised
in accordance with new standardized methodology developed by thes United States
Bureau of Labor Statistics, adopted and requirad by United States Manpower Ad-
ministration. All in-depth inquiries relative to methodology or the resulting
data should be addressed to the national or regional office of the Bureau of
Labor Statistica, U. S. Departront of Labor.

FOOTNOTES

. Estimates of workers by place of residence. These data are extrapolated

from the 1975 Current Population Survey (CPS) bencimark and have been
adjusted for commuting and dusl job holding. Consequently, they are not
comparable to sstablishment-based nonagricultural wage and salary data.

Data for current month are preliminary and are subject to revision.

‘Includes wage and salary workers (including agriculture), self-employed

and unpaid. femily workers (including agriculture), damestic workers, and
persons involved in labor-management disputes.

Estimates of jobs by place of work.

Includes persons involved in labor-management disputes.

When applicable, excludes a significant number of persons not at work
and not seeking work because of direct involvement in a labor-management
dispute.



TABLE 2.

(Bucks, Chester, Delaware, Montgomery and Philadelphia Counties in Pennsylvania

PHITADELPHTA LABOR MARKET AREA

AVERAGE GROSS EARNINGS AND WORKING TIME OF PRODUCTION WORKERS IN MANUFACTURING INDUSTRIES

and Burlington, Camden and Gloucester Counties in New Jersey)

FEBRUARY 1976

Average Weekly-

Average Weekly

Average Hourly

Earnings Hours Earnings

Industry FEB. JAN. | FEB. FEB. | JAN. FEB. FEB, | JAN. | FEB.
1976 1976 1975 1976 1976 1975 1976 1976 1975
ALL MANUFACTURING INDS. - TOTAL $211,04 | $211.58 |$185.71 39.3 39.4 - 37.9 $5.37  [$5.37 |$4.90
Durable Goods Inds. - Total 228,02 | 227.77 | 198.39 | 40.5 | 40.6 38.9 5.63 | 5.61 | 5.10
Lumber & wood products 213,72 | 198.58 | 178.36 1.1 39.4 39.2 5.20 5.04 | 4.55
Furniture & fixtures 149.82 | 165.89 | 141.37 I 33.0 | 36.3 33.5 Lo5h | 4.57 | 4.22
Stone, clay & glass products 221.49 213.03 | 190,90 41.4 40.5 39.2 5.35 5.26 L.87
Primary metals 256,46 | 262,68 | 237.33 | 39.7 | 40.6 40.5 6.46 | 6,47 | 5.86
Fabricated metal products 237.89 237.89 | 198.91 1.3 1.3 38.4 5,76 5.76 5,18
Nonelectrical machinery 239.13 | 234.55 | 215.86 40. 40.3 39. 5.89 5.82 5.41
Electrical machinery 200,82 205,58 | 186.06 40.9 1.7 40,1 4,91 4.93 4.6l
Transportation equipment 281.96 274.14 | 201,28 4244 1.1 34.0 6.65 6.67 5,92
Instruments & related products 198.51 196,17 | 178.99 39.0 39.0 39.6 5,09 5.03 L.52
Misc. manufactures & ordnance - 166.42 | 165.59 | 135.34 40.1 39.9 - 37.7 4.15 4.15 3.59

‘ Nondurable Goods Inds. - Total 194,44, 195.20 | 172.22 38.2 8.0 6. ; -
Food products 195070 | 200046 | 180081 | 38.6 | 39:0 3&,2 207 e 2'22
: Eobagco products 146.67 151.60 | 126.67 38.7 700 385 376 3.79 3.29
Textile products 146.25 10.10 | 128.83 36. 35.2 352 oL 3.98 3.66

kpparel & related products 139.62 138.29 | 111.55 35.8 35.1 3.6 3»90 3.9 -6
Men's boys' suits & coats 167.20 | 163.16 | 124.43 | 38.0 | 36.5 30.8 440 4'45; Lo
Other apparel products 126.67 126,62 | 104.96 34.8 34.5 32:0 3.64 3.67 é.?g

Paper.products o 216.9/ 219.34 | 191.90 1 e 2004 5024 5.26 .;
Printing & poblishing 221.91 | 224.11 | 206.64 | 36.2 . |36.5 36.0 0 e |5l
o ot 232.25 | 236.34 | 206,06 | 39.1  |40.4 | 39.4- || 5.94 |5.85 |5.23

Oil & coal products 315.62 | 304.50 | 265.33 | 43.0  |42.0 4.2 Y E :
Ruuoir‘& mlgc.tplastlcs products 200. 51 196.80 | 180.25 e 50 39-1 4.82 4.83 2.2?
Leather products 5 ' o ‘ ° . . .

P 143.96 | 142.12 | 125.65 40.1 38.0 35. 3.59 3.7 13.59

1/ See footnote on Table 1.




TABIE 3.

- PHILADELPHTA LABOR MARKET AREA -

LABOR TURNOVER RATES IN MANUFACTURING, BY INDUSTRY

(Bucks, Chester, Delaware, Montgomery and Philadelphia Counties in Pennsylvania
and Burlington, Camden and Gloucester Counties in New Jersey)

JANUARY 1976

(Per 100 Employeés)

lov-—
Eﬁitoy ACCESSION RATES SEPARATION RATES
In
Industry éhous.) Total New Hires Total Quits Layoffs
iggé Jan, | Dec. |Jan., Jan. | Dec. | Jan. || Jan. | Dec.| Jan.} Jan. | Dec. | Jan. | Jan. | Dec. | Jan
1976 | 197511975 1976 | 1975 | 1975 (11976 | 1975 19754 1976 1975 | 19754 1976 { 1975 | 197
ALL MANUFACTURING a/ 447.9 2.8] 1.8} 2.8 1.4 0.9 1.1l 2.7 2.8] 5.31 0.7 0.5 0.81 1.3 148 | 3.7
Durable Goods 233.1 2.61 1.8} 2.6 0.9{ 0.7] 0.9{ 2.5 3.1} 4.5 0.5 0.4 0.6] 1.3 | 2.2|2.9
Stone, clay & glass 13.7 2.0| 0.7{ 3.4 0.8] 0.4 0.6 2.7 5.3 5.4] 0.6 0.3 0.91 1.3 4.5 4.0
Primary metals 28.4 6.2{ 5.9] 1.8 0.5| 0.3 0.61 4.5 5.5 4.7 0.3 0.3 0.5] 3.1 Led | 2.5
.Fab. metal prods. 35,4 3,00 1.4| 3.4 0.8] 0.6{ 1.0l 2.7 2.2 5.8] 0.5 0.4 0.6 1.3 1.2 4.3
Nonelectrical mach. 49.5 1.6 0.8] 2.5 0.9 0.6 0.81 2.3 1.41 3.50 0.5 0.4 0.71 1.3 0.5] 1.9
Electrical mach. 48.3 1.9| 1.3} 2.4 1.0] 0.6 0.7 1.8 2.2] 4.7| 0.5 0.5 0.51 0.7 1.3 | 3.2
Trensportation equip. 21.6 2.1 1.11 2.8 0.5 0.4 2.0 2.9 2.9 Ta.1 0.3 0.2 0.4 2.0 2.1 1 5.5
Inst. & rel. prods. 17.0 1.3{ 1.2] 1.1 1.0] 1.0l 1.0l 2.5 0.7/ 1.8 0.6 0.3 0.71 0.9 0.110.6
Nondurable Goods 214.8 3.1 1.8 3.1 1.8 1.1} 1.4 2.8 2.6 6.1} 0.9 0.6 0.94 1.3 1.3 4.5
Food products 1.3 3.6 2.1 2.2 1.9 1.4 1.5 3.7 2.4 6.5 0.9 0.5 1.2{ 2.0 1.3 4.8
Textile products 16.2 4.3 2.6 8.0 2.91 1.9} 1.1 § 2.9 5.1 12.5) 1.2 1.2 0.9 1.3 3.6 1113
Paper products 19.6 3.2 1.3| 5.2 1.7( 0.8} 1.1 2.1 | 2.2 5.3} 0.9 0.6 0.6 0.5 1.0} 4.0
Chemical products 37.5 2.0{ 1.5 1.4 1.0/ 0.7 1.1{ 1.9 1.8{ 3.70 0.4 0.3 0.41 1.1 0.9 2.4
0il & coal products 12.8 0.2/ 0.5} 0.6 | -1 0.4] 0.4Y4 0.5 0.7 1.1} 0.3 0.1 0.2 - 0.3 0.7
Rubber & misc. plas. 16.0 2.2 1.2! 2,41 0.5 0.4} 0.5 1.3 4.5 7.8) 0.4 0.2 0.5 0.1 3.0| 6.6
i

g/ Includes labor turnover data for industries not listed separately as well as those listed.

NOTE:

labor-menagement disputes are not counted as labor turnover actions.
INA equals information not available.

per 100 employees.

Labor turnover rates for most recent month are preliminary. Employees involved in work stoppage resulting from
Dash (-) equals rate of less than 0.05



TABIE 4. NUMBER OF INDIVIDUALS ON NONAGRICULTURAL PAYROLLS IN
PHILADELPHTA CITY
FEBRUARY 1976

Feb. Jan. Dec. Feb, Annual Annual

1976 1976 1975 1975 Average Average

Industry 1975 197,

NONAGRICULTURAL WAGE & SALARY 808.8 804.1 827.0 807.9 810.6 838.4
ALL MANUFACTURING IND. _ TOTAL 165.3 164.9 166.0 166.8 165.5 187.4
Durable Gonds Ind. - Total 62,0 62.0 62.6 64.5 63.2 72.5
Furniture & fixtures 3.2 3.1 3.1 3.2 3.2 3.8
Stone, clay & glass products 2.0 2.0 1.9 2.1 2.1 2.6
Primary metals 3.3 3.3 3.4 L2 3.7 YRvA
Fabricated metal products 16.2 16.1 16.2 15.9 15.8 19.0
Nonelectrical machinery 10,7 10.7 10.8 12.3 11.2 13.6
Electrical machinery 16.1 16.0 16.1 17.5 16.8 19.1
Transportation equipment 3.9 4ol 4.1 2.8 3.5 3.0
Instruments & related products 2.3 2.3 2.6 2.7 2.6 3.0
Misc. manufactures & ordnance 3.6 3.7 3.7 3.1 3.4 3.5
Other durable goods 0.7 0.7 0.7 0.7 . 0.7 0.5
Nondurable Goods Ind. - Total 103.3 102.9 103.4 102.3 102.3 114.9
Food products 21.2 21.5 2.8 20.6 20.9 21.6
Textile products , 9.3 9.3 9.1 8.8 9.2 11.6
Apparel & related products 4.7 24.0 23.9 23.5 23.2 27.0
Paper products 6.6 6.5 6.7 6.2 6.3 7.9

Printing & publishing 20.0 20.2 20,3 21.2 . 20,8 22.7 .
Chemical products 13.1 13.1 13.1 13.4 13.2 13.6
0il & coal products 5.5 5.4 5.5 5.3 5.4 6.5
Rubber & misc. plastics prods. 1.9 1.9 2.0 2.0 2.1 2.2
Other nondurable goods 1.0 1.0 1.0 1.3 1.1 1.8
ALL NONMANUFACTURING IND. - TOT. | 643.5 639.2 661.0 641.1 645.1 651,0
Contract construction 18.6 19.5 20.9 21.1 22,0 23.4
Transportation & public util. 56.1 56.2 57.0 57.3 56.7 59.3
Wholesale trade S 51.5 51.8 52.2 52.7 52.5 55.4
Retail trade 100.7 102.9 112.3 102.8 104.0 107.8
Finance, ins. & real estate 65.0 64.8 64.9 65.0 65.0 66.8
Service & miscellaneous 198.9 191.3 199.8 190.1 191.0 185.7
Government 152.7 152.7 153.9 152.1 153.9 152.6
Federal government 5401 5443 55.0 55.3 55.3 58,1
State & local government 98.6 98.4 98.9 9.8 98.7 9.5

See footnotes on reverse side of Table 4.

NOTE: Annual averages may not add to totals

due to rounding.



Note:

Nonagricultural wage and salary worker employment is based on a
monthly sample sample gsurvey of employers compiled in cooperation
with the United States Bureau of Labor Statistics and the Man-
power Administration. These data exclude agricultural workers,

. self-employed, unpaid family workers, and domestic workers in

private homes. Employment data repregent estimates of total wage
and salary worker employment in ell nonagricultural establishments
during the pay period which includes the 12th of the month, and

‘include 81l temporary, permanent, full-time, part-time, executive,
-office, supervisory, sales, service, technical, maintenance, pro-

duction and non-supervisory employees. Employment data in this

"_,’release have been reV1sed to flrst quarter 1975 benchmarksg

_VData for current month are’ prellminary and are’ subject to revision. :

‘When applicable, excludes a 51gn1ficant number of persons not at

work and not seeking work because dlrectly 1nvolved in a labor-
management dlﬁpate. REE : e o S




