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April 9, 1976 

~~,,~ 

(JI / ~/ 
Jtv1 " 6 
~;;~~ 

THE WHITE HOUSE 

WASHINGTON 

r-1EMORANDUM FOR: JIM CANNON (!""' P+"IJII p 
STEVE McCONAHEY & PAT DE~ vJ).. . FROM: 

As a followup to our last meeting on Urban Issues and Art 
Quern' s memorandum of April 8 on that E.ubject, we have (1) 
developed a brief analysis of the current financial status 
of several American cities and (2) drafted a procedure for 
handling calls and inquiries from cities claiming "financial 
crisis." 

FINANCIAL PROFILE 

There are two problems involved in developing a list of 
:inancially plagued cities . First, it i s difficult to secure 
~eliable and up-to-date data. Secondly, we feel i t would be 
~nwise· to create such a list given the possibility that it 
~ 1ld b{_~ circulated outs ide the lvhi te Ho se. If ci-rculated, 

~t ~cu:1 be potentially hazaru~us ~o these cities as they 
'· t _- :. •. ancing . Never-:: 1 ess, <j have df ~,c ibed the con-

._-_on ~ seve-al cities th ~ ~d2 S: 

1. Based on the 1972 ACIR financial study: In its 
orig1nal analysis, ACIR identified six warning 
signs: 

£1 {:f ifF'Jc, C I r I' N C-{) Jt A!.t:""N v "r t,;~ #'2..... 
a . an operating fund revenue-expenditure imbalance 

in which current expenditures significantly 
exceeded current revenues in one fiscal period. 

I/Fr1-t c. I ~ ,:::-M ?<.oa-.1 .--J/f/1 
b. a consistent pattern or ~urrent expenditures 

c. 

d. 

exceeding current revenues by sma~l amounts 
for several years. 

an excess of current operating liabilities 
over current assets (a fund deficit}. 

short-term operating loans outstanding at the 
conclusion of a fiscal year (or in some in­
stances the borrowing of cash from restricted 
funds or an increase in unpaid bills in lieu 
of short-term loans. 

Digitized from Box 39 of the James M. Cannon Files at the Gerald R. Ford Presidential Library
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e. a high and rjsing rate of propert~tax ~ency. 

f. a ~ a~~~d~e in fsses~ed 
values fo~~e~d reasons. 

Tables 1,2,4 and 5 indicate the financial condition of 
cities identified by ACIR in its analysis. We have not 
been able to develop the information for all of these in­
dicators because of the lack of consistent data. 

2. 

3. 

Based on Standard & Poor's Ratings 

We have also provided the Standard & Poor rating for 
the selected list of 30 cities and the USCM list (see 
attached}. This chart could be misleading in that it 
seems to portray a very strong picture for the financial 
condition of these cities . Those cities with a AA or 
A could in fact,during a period of tight money, run 
into difficulty with financing . The cities with a AAA 
would be the first in line in the money market. All of 
these, of course, would stand in back of Federal borrow­
ing to finance the current deficits. For example, Detroit 
with a A rating during the New York City crisis could 
not find an underwriter. There was just no market for 
their bonds. So these ratings must b~eo :.dered in _/\ 
tandem with "market condi --c1.ons " . ~/ 

Based on the USCM Analy~i~ ~.:.A~ J\ 
We also have attached a soMewhat di~t list 9repared 
by the USCM at our request. This list contains c1.ties 
that they have identified as problems (see attac~ment) . 
This list contains several of the descriptors of the 
conditions found in Detroit , Cleveland, Yonkers, Newark, 
Boston, Baltimore and Bufcalo. Again one should note 
the incomplete nature of these data. 

These three analyses provide a sense of the financial con­
ditions found in many cities. However, these data do not 
provide a good profile of smaller cities. Data for these 
jurisdictions is even more incomplete. Again, we waht to 
caution against developing a specific problem list for White 
House monitoring. Our contact with cities and their public 
interest organizations should provide us with an adequate 
warning system. 
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INTElli~AL PROCEDURE 

In response to the second request, we have drafted a 
procedure for the handling of specific inquiries from 
cities claiming a financial crisis (see attachment). 





Cities 

Table I 
Revenue-Expenditure Comparison 

General Operating Fund 
Large Cities 
(Cash Basis) 

Excess or (Deficiency) of Revenues 
Compared to Expenditures 

($ millions) 
(in order of population) 1971* 1974* 

New York 
Chicago 
Los Angeles 
Philadelphia 
Detroit 
Houston 
Baltimore 
Dallas 
Cleveland 
Indianapolis 
Milwaukee 
San Francisco 
San Diego 
San Antonio 
Memphis 
Boston 
st. Louis 
New Orleans 
Phoenix 
Columbus 
Seattle 
Jacksonville 
Pittsburgh 
!Jenver 
Kansas City 
Atlanta 
Buffalo 
Cinciw.<ati 
Nashville 
Minneapolis 

$ (656. 2) 
14.0 
(5.5) 

(48.8) 
17.5 
(4.1) 
(8.3) 
( • 9) 

(13. 2) 
.2 

12.2 
13.4 

2.1 
( .4) 
3.5 
1.5 

(4.5) 
0 

(1.0) 
1.0 
1.8 

(2.5) 
5.2 
4.2 

(1.3) 
(2.0) 
(5.4) 
( .5) 
2.6 
1.1 

$(807.8) 
36.7 
40.7 

5.5 
8.6 

(8.0) 
23.9 
1.2 

0 
( • 7) 
7.3 
9.8 
4.9 
1.6 

NA 
(15.9) 
(10.7) 

-- -----. ~-. 8 

8.5 
3.2 

(1.1) 
11.0 

.3 
4.0 
1.1 
8.7 

(6.1) 
1.6 

.5 
(7.3) 

*Source: Compiled from available published financial reports for each city; 
see accompanying list. 



Cities 

Table II 
Accumulated Fund Balance or Deficit 

General Operating Fund 
· Large Cities 

(Pro Forma Cash Basis) 

Balance or (Deficit) 
{$ millions2 

(in order of population) 1971* 1974* 

New York $(657.6) $(1,492.3) 
Chicago (188.3) (179.0) 
Los Angeles 115.0 160.3 
Philadelphia (29.2) (6.7) 
Detroit (17.2) (25.6) 
Houston 13.6 6.8 
Baltimore 9.2 15.4 
Dallas 3.8 (1.2) 
Cleveland (13.6) 0 
Indianapolis 2.0 3.1 
Milwaukee 17.5 37.8 
San Francisco 79.9 114.2 
San Diego 4.8 2.8 
San Antonio 2.8 1.4 
Boston 25.9 (22.6) 
Memphis 5.6 NA 
St. Louis (3.5) (14. 6) 
New Orleans ( .8) 2.8 
Phoenix 3.0 ·- .... • 4 
Columbus 1.7 6.9 
Seattle 14.7 10.1 
Jacksonville 15.4 14.1 
Pittsburgh 7.3 16.5 
Denver 7.2 3.9 
Kansas City .7 .8 
Atlanta 10.1 20.5 
Buffalo 1.6 (21. 8) 
Cincinnati 1.3 11.1 
Nashville 2.8 10.4 
Minneapolis 5.4 6.6 

*Source: Compiled from available published financial reports for each 
city; see accompanying list. 
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Cities 
(in order of 
population) 

New York 
Chicago 
Los Angeles 
Philadelphia 
Detroit 
Houston 
Baltimore 
Dallas 
Cleveland 
Indianapolis 
Milwaukee 
San Francisco 
San Diego 
San Antonio 
Boston 
Nemphis 
St. Louis 
Ne\-1 Orleans 
Phoenix 
Columbus 
Secttle 
Jacksonville 
Pittsburgh 
Denver 
Kansas City 
Atlanta 
Buffalo 
Cincinnati 
Nashville 
1-Iinneapolis 

Average 
Nedian 

Table IV 
Annual Percentage Change in 

General Operating Fund Revenues 
and Expenditures , 1974* 

Large Cities 

Percentage 
Increase (Decrease) 

Revenues 

3.7% 
12.0 
9.7 

( .1) 
0 

9.1 
4.1 
9.6 

13.0 
5.1 
9.4 

(1. 9) 
17.9 
19.5 
19.6 

:NA 
14 .8 
21.6 
13 . 3 
8.1 
8.1 

20 .9 
(10.0) 
19.4 

5.3 
12.8 
3.3 
4.5 

19.4 
(2.4) 

9.3% 
9.1% 

Percentage 
Increase {Decrease) 

Expenditures 

10.1% 
12.4 
(2.5) 
3.1 
1.6 

12.7 
.1 

7.7 
1.5 
6.8 
.6 

2.3 
11.4 
16.0 
1~4= 

N..l\. 
17.7 
15 . 3 
16 . 8 
8.4 
8.7 
9.8 

(7 .1) 
8.6 
6.7 
3.1 

(8.0) 
8.7 

10. 1 
5.8 

7.0% 
8.4% 

*Source : Compiled from available published financial reports for each 
city; see accompanying list. 



Cities 
(in order of 
uouulation) 

New York 
Chicago 
Los Angeles 
Philadelphia 
Detroit 
Houston 
Baltimore 
Dallas 
Cleveland 
Indianapolis 
Milwaukee 
San Francisco 
San Diego 
San &.T"J.tonio 
Hesrphis 
Boston 
St. Louis 
!iew Orleans 
?hoe::ix 
Co1u:::bus 
Seattle 
Jacksonville 
Pittsburgh 
Denver 
Kansc.s City 
Atlanta· 
Buffalo 
Cincinnati 
Nashville 
}finneapolis 

Averege 
Nedien 

Table V 
General Obligation Bonded Debt 

Large Cities 
December 31, 1971 and April 30, 1974 

Debt Per Capita 
12/31/71 4/30/74 

$612 $850 
204 357 
331 362 
456 445 
293 372 
509 535 
374 262 
521 666 
369 369 
275 338 
316 357 
455 564 
237 181 
240 344 
435 386 
536 456 
338 259 
486 504 
230 304 
330 413 
422 540 
173 293 
285 626 

75 309 
387 471 
458 474 
345 464 
432 409 
367 367 
254 467 

358 425 
356 398 

Debt as a 
Percentage of Value* 
12/31/71 4/30/74 

7.5 8.1 
2.7 3.8 
3.1 3.0 

12.5 6.6 
3.9 4.6 
5.5 3.6 
6.4 3.8 
5.0 5.8 
3.9 3.9 
3.8 5.0 
4.5 4.0 
3.4 4.0 
2.6 1.6 
5.3 6.4 
6.6 4.8 

17.2 5.7 
-4.7 -- --- 3.2 

6.9 5.ll-
3.7 3.3 
4.9 5.6 
3.6 4.5 
3.5 4.2 
5 !.c . - 10.1 
0.9 2.4 
4.5 5.3 
4.8 3.5 
8.2 11.0 
4.6 3.5 
7.2 7.2 
2.6 5.1 

5.3 5.0 
4.8 4.6 

Source: Hunicipal Bond Selector, Standerd and Poor's Corporation, III, 
No. 6, Decernber 31, 1971 and April 30, 1974. 

*Assessed Value 
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February 1976 
Standard & Poor's Municipal Bond Ratings for 30 Selected Cities 

General Obligation Bonds (except where designated otherwise) 

* 
AA 
AA 
A-
A 
AA 
A 
AA 
AA 
AAA 
AAA 
AA 
AA 
AA 
A 
AA 
A 
A 
AA 
AA 
AA 
AA 
AA 
AAA 
AA 
AA 
A 
AA 
A+ 
AAA 

(USCH LIST) -- NR 
BBB 
AA 
AA 
AA 
AA 

*Rating Suspended 

Cities 
(in order of population) 

New York 
Chicago 
Los Angeles 
Philadelphia 
Detroit 
Houston 
Baltimore 
Dallas 
Cleveland 
Indianapolis 
Milwaukee 
San Francisco 
San Deigo 
San Antonio 
Boston 
Memphis 
St. Louis 
New Orleans 
Phoenix 
Columbus 
Seattle 
Jacksonville 
Pittsburgh 
Denver 
Kansas City 
Atlanta 
Buffalo 
Cincinnati 
Nashville 
Minneapolis 
Yonkers 
Newark 
Saginan 
Flint 
Grant Rapids 
Royal Oak 

(TAN) 
(County) 

(I.S.D.) 

(I. S.D.) 
nvater Rev) 
(Various Authority & S.D.) 
(County) 
(BART-Revenue) 
(County) 

(SvJR & WTR Bonds) 
. (U.H.S.D.) 

(S.D. #1) 

(Various Revenue Bonds) 

(County) 
(S.D.) 
(S.D.) 
(S.D.) 

AAA Prime--These are obligations of the highest quality. They have 
the strongest capacity for timely payment of debt service. 

AA High Grade--Bonds rate AA have the second strongest capacity for 
payment of debt service. 

A Good Grade--Principal and interest payments on bonds in this category 
are regarded as safe. 

BBB Medium Grade--This is the lowest investment grade security rating. 

NR No rating 



February 1976 
Standard & Poor's Municipal Bond Ratings for 30 Selected Cities 

General Obligation Bonds (except where designated otherwise) 

* 
AA 
AA 
A-
A 
AA 
A 
AA 
AA 
AAA 
AAA 
AA 
AA 
AA 
A 
AA 
A 
A 
AA 
AA 
AA 
AA 
AA 
AAA 
AA 
AA 
A 
AA 
A+ 
AAA 

(DSCN LIST) -- NR 
BBB 
AA 
AA 
AA 
AA 

*Rating Suspended 

Cities 
(in order of population) 

New York 
Chicago 
Los Angeles 
Philadelphia 
Detroit 
Houston 
Baltimore 
Dallas 
Cleveland 
Indianapolis 
Milwaukee 
San Francisco 
San Deigo 
San Antonio 
Boston 
Memphis 
St. Louis 
New Orleans 
Phoenix 
Columbus 
Seattle 
Jacksonville 
Pittsburgh 
Denver 
Kansas City 
Atlanta 
Buffalo 
Cincinnati 
Nashville 
Minneapolis 
Yonkers 
Newark 
SaginanA-~ 
Flint 
Grant Rapids 
Royal Oak 

(TAN) 
(County) 

(I. S.D.) 

(I. S.D.) 
(Water Rev) 
(Various Authority & S.D.) 
(County) 
(BART-Revenue) 
(County) 

(SWR & WTR Bonds) 
(U.H.S.D.) 

(S.D. #1) _________ _ 

(Various Revenue Bonds) 

(County) 
(S.D.) 
(S.D.) 
(S.D.) 

k~ Prime--These are obligations of the highest quality. They have 
the strongest capacity for timely payment of debt service. 

AA High Grade--Bonds rate AA have the second strongest capacity for 
payment of debt service. 

A Good Grade--Principal and interest payments on bonds in this category 
are regarded as safe. 

BBB r·1edium Grade--This is the lowest investment grade security rating. 

NR No rating 
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Detroit 

Ur:GllplOyiiDnt Rate (Dec. 7 5) 17 . 4 

'l'O"t4'11 Budget FY 75-76 

Federal Revenue Sharing 

State Revem~ Sharing or 
l-\.id 

Projected Deficit 

· Previous Year Carry over 

Highest Level of 

808.0 Million 

39.5 Mill. 

67.2 ~1ill. 

44.3 

17.2 

Enployn-ent 19,942 (1/75) 

Present Level of 
&-nployrrcnt 18,314 (12/75) 

Projected Level 7/1/76 ? 

Cl:."''A Errployrrcnt {Current) 2 ,864 

Areas of Past J:)Tiployer 
ncduction Across the Bd. 

Areas o£ 1\nticipatoo 
E:rr\)loyee l~duction 

Shorter work week 

h'ork \vithout Pay 

l~duced Services 

Closed Facilities 

Across the Bd. 

' ' ' . ' . • r ' 
.l ·fi 
t' I. 
. ' ! 

Cleveland Yonkers 

(Nov75) 10 • 8 

324.8 Million 

16.0 Mill. 

OZZ- . 

0 

13,000 (1970) 

10,992 

10,800 

I 

1,700 

Waste, Health, 
Rec, Finance 

Recreation & 
ProJ;erty 

124.0 Million 
(with School) 

1.6 r-1ill. 

10.2 Nill. 

B. 5 l'J.ll. 

6.5 Mill. 

5,500 (1975) 

4,683 

4,500 

? 

Across the 00. 

Across the Bd. 

Library, Museum 
shorter hours 

.. 

Newark 

209.8 Million 
(1/75-12/75) 

8.7 Mill. 

2.5 Mill. 

5.5 Mill. 

0 

6,100 (1/75) 

5,100 

4,900 

? 

Mounted Squad 
Disbanded 

· Boston 

661. 0 Nillion 
(with school) 

25.0 Mill. 

140 • 0 }till. 

33.0 Mill. 

14.7 Mill. 

23,327 (2/1/74) 

14,282 

13,700 

1,310 

Across the .Bd. 

Parks & Rec. 

Printing plant 
closed 

Baltinrire 

1,425.5 Million 
(\·1i th schools) 

27.0 Hill. 

0 

0 

31,000 

32,882 

32,882 

200 

H'Jffalb 

16.9 

480.0 Nil .. 

8. 2 i-:il' 

21.4 E.i.l : 

34.0 Hil. 

20.0 Nil 

6,330 (19 

5,250 

4,050 

1,600 

Iviostly gw:b~·, 

Parks but 
Across the I 
Pks. to go o 
of busir.er.:s 

Yes 

No backym·d 
garbage 

Closed P.-:lrk: 
~~~c Ccrrt.::r;.; 



· · Pay Freeze 

• 1 

... 

Pay Cut 

,, 'l'.:i..x Increase 

Bonding O,L:ercJ.ting E.xp 
m; Tax. Anticipation Notes 
Interest Hate 

\\:. 

Detroit Cleveland 

Municip:ll increase 
negotiated 

Referendum Rejected 
by voters 

-2-

Yonkers 

Pay freeze 11/75 

Real Prop. Tax 
increased to max. 

8.5 Mill. 
9. 0 % 

Nt~ark 

15.0 Mill. 
8.75% 

Boston 

85.0 Mill. 

7.30 % 

B:tltirrore Buffalo 

54 .o !·tilL 

9.0% 
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'!'ax Increases 

Bonding Operating E.xps . or 
' 'f.:lX'. Anticipation Notes 

tJ . l " Interest Rate 
. ' 

: :. 

Seattle Atlanta 

Prop. Tax Increase 
In 1974 

-2-

Philadelphia 

Tax increases in 
virtually all 
categories 

100 M!llion 

.. 

. Sagi."laW Flint 
Grand 
r~ilpids 

noyal 
0.:11~ 

~ .. 
· ..... 

• • p .. 
Prop. rrax Inc.ce~s;_.: ~ 
3 rliils • for 5 yca:c ~ ... 

.:·: 

_..; ... 
~ ... 
;~·,_. 

.• 

.. · .. 
-:.: . 

-. 
~· . ·.~ 

·' ·, . 

. · ~". 
~t 
··. 

· . 
. . 
-· . . . 
' :: • .. , 

' · . ' 
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. Unemployncnt Rate 

'l'otal iludget FY 75-76 

Federal Revenue Sharing 

1 .State Revenue Sharing 
or Aid 

Projcctc~ Deficit 

Previous Year Carry Over 

Highest Level of 
Enployrrent 

Pres~1t Level of 
EH\.lloyrrent 

Projected Level 7/l/76 

Cl:."l"'.\ Errployrrent (Current) 

Areas of Past ~nployae 
Reduction 

Are:ts of Anticipated 
Employee Hcduction 

C 1 0!.>1..:u 1-' •. tt::i.l.i.ll.ct.> 

Seattle 

8.8 

279.9 Nillion 

8. 7 Mill. 

0 

0 

12,000 {1973) 

9,090 

9,090 

GOO 

Across the Bd. 

Across the Bd. 

Atlanta 

12.0 

130 • 5 Million 

0 

0 

7 .o Mill. 

2.5 Mill. 

Philadelphia saginaw Flint 

(Metro} 9.4 (Jan.76} 8.5 

1,160. 0 Million 36.6 Million 49.9 Million 

52.2 Mill. 

80.0 Mill. 

11.0 Mill. 

35,000 

35,000 

35,000 
? 

ClO!:iC IIo!:ipi tal 

2. 7 Mill. 

2.6 Mill. 

0 

0 0 

1,073 

1,073 

1,073 

F'r.cczc bc:ing negotiated 

4.2 Mill. 

5.1 Mill. 

0 

0 

2,000 

2,000 

1,800 

400 

Across the Bd 

Across the Bd. 

Grand 
Rapids 

12.0 

'l 

3.5 Million 

6.9 tA.ill. 

0 

0 

2,517 

2,447 

2,447 

417 

Across the Bd 

':'i• . : . ... 

13. o r-ti.ll ~·. . ~ . 
... ; . 

2.2 t•ulL~ 
.•·, ... : 

~.> pc"Lrt of .·.J 
Mi'll. 

461 

451 

451 

74 

.-:: . :: 
·; .. . . · .... 
. :.• 

0 ·~ 

· ... · 

. . ... 
.. 
::.· .. 

~ ...... .. . 

,~ .. . , 

·. 
I· 





PROPOSED PROCEDURE FOR MONITORING 
CITY FINANCIAL PROBLEMS 

Outlined below is a suggested procedure for responding to 

calls and correspondence outlining a city's financial problem 

and/or requesting assistance. The process would provide a 

focal point for information and would insure a coordinated 

White House response. The procedure would involve the 

following steps: 

1. Complete check list of information based on tele-

phone conversations or written correspondence, and 

forward this information to the Office of Inter-

governmental Affairs. The check list should 

include the following information: 

A. Name of City 

B. State 

C. Name of Mayor 

D. Provider of information/position 

E. Brief description of the problem 

--Nature of problem 

--Amount of money involved 

--State action and response to date 

--Alternatives available 

--Proposed solution 

--Availability of documentation 

--Nature of request to Federal 
Government 

--Other groups involved, e.g. 
banks, business 



2. Develop and maintain in the Office of Intergovern­

mental Affairs a file on the city in question. 

The files should include the following items: 

A. Completed check list 

B. Log of calls and discussions along with 

description of actions taken 

C. Correspondence 

D. Assignment of lead responsibility 

E. Copies of memoranda and decision papers 

3. Assign day-to-day responsibility for monitoring and 

follow up with the city. (This would likely be IGA 

staff or specific agency representatives). 

4. Alert the President of the situation th-rough -Jim 

Cannon's weekly report. 

~. Circulate check list from Jim Cannon to the Urban 

Task Force. The circulation list should include 

at a minimum the following: 

A. Cannon 

B. Seidman 

c. O'Neill 

D. Simon 

E. Fletcher 

F. Quern 

G. McConahey 

H. Appropriate Domestic Council Staff 



6. Convene Urban Task Force as necessary to review the 

situation, receive analysis and information from 

the city in question, and develop necessary memoranda 

and recommendations for the President. 

7. Make recommendations to the EPB as necessary. 



X i JI'<J X &>PPCPW """' .... ____ ____.___.--or..----

~C,ities,.JV!ay :Fl~~~}i 
I fi South arid vv ~t,f·-

: .Declirt~ in 'Norlne~-t~:~;.: 
~ ~·-· 

,- . . "'~;.,~ <;-.:..-::. .. ·.~-=.: <. ; 
But ~I~mhattarf., Could_ B · -- __ ...... .,.. . 

A Rich Enclave; Suburbia 
To .~Xp~~ ~vecywhere 

A Downturn:'~· in~~-=Violence? 

. ..~ . 
By ROCElt P..!CK:U:FS 

~tatf/U~--0/ TKI!: W .u.L Snu:J:T-JoUR.'fA.L. 

_ ~"EW YORK-Only .. a dozen -years· ago, 



. 
32 --:- -~.:-- . THE WALL STRE:f.T-JOURNAL._Tuesc.lay:. April 6, 1976 

- - . 
The Future Revised~ Cities Lil(ely 
To Flotlrish in ~theSotith and West . .· . . . .,..... .. ~.... ..• -



THE WHITE HOUSE 

WASHINGTON 

April 9, 1976 

MEMORANDUM FOR: JIM CANN~~ 

FROM: STEVE Mc~f.y & PAT DELANEY 

As a followup to our last meeting on Urban Issues and Art 
Quern's memorandum of April 8 on that Eubject, we have (1) 
developed a brief analysis of the current financial status 
of several American cities and (2) drafted a procedure for 
handling calls and inquiries from cities claiming "financial 
crisis." 

FINANCIAL PROFILE 

There are two problems involved in developing a list of 
financially plagued cities. First, it is difficult to secure 
reliable and up-to-date data. Secondly, we feel it would be 
unwise to create such a list given the possibility that it 
would be circulated outside the White House. If circulated, 
it would be potentially hazardous to these cities as they 
sought financing. Nevertheless, we have described the con­
dition of several cities in three ways: 

1. Based on the 1972 ACIR financial study: In its 
or1ginal analysis, ACIR identified six warning 
signs: 

a. an operating fund revenue-expenditure imbalance 
in which current expenditures significantly 
exceeded current revenues in one fiscal period. 

b. a consistent pattern of current expenditures 
exceeding current revenues by small amounts 
for several years. 

c. an excess of current operating liabilities 
over current assets (a fund deficit). 

d. short-term operating loans outstanding at the 
conclusion of a fiscal year (or in some in­
stances the borrowing of cash from restricted 
funds or an increase in unpaid bills in lieu 
of short-term loans. 
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e. a high and rising rate of property tax delinquency. 

f. a sudden and substantial decrease in assessed 
values for unexpected reasons. 

Tables 1,2,4 and 5 indicate the financial condition of 
cities identified by ACIR in its analysis. We have not 
been able to develop the information for all of these in­
dicators because of the lack of consistent data. 

2. Based on Standard & Poor's Ratings 

We have also provided the Standard & Poor rating for 
the selected list of 30 cities and the USCM list (see 
attached). This chart could be misleading in that it 
seems to portray a very strong picture for the financial 
condition of these cities. Those cities with a AA or 
A could in fac~during a period of tight money, run 
into difficulty with financing. The cities with a AAA 
would be the first in line in the money market. All of 
these, of course, would stand in back of Federal borrow­
ing to finance the current deficits. For example, Detroit 
with a A rating during the New York City crisis could 
not find an underwriter. There was just no market for 
their bonds. So these ratings must be considered in 
tandem with "market conditions". 

3. Based on the USCM Analysis 

We also have attached a somewhat different list prepared 
by the USCM at our request. This list contains cities 
that they have identified as problems (see attachment). 
This list contains several of the descriptors of the 
conditions found in Detroit, Cleveland, Yonkers, Newark, 
Boston, Baltimore and Buffalo. Again, one should note 
the incomplete nature of these data. 

These three analyses provide a sense of the financial con­
ditions found in many cities. However, these data do not 
provide a good profile of smaller cities. Data for these 
jurisdictions is even more incomplete. Again, we want to 
caution against developing a specific problem list for White 
House monitoring. Our contact with cities and their public 
interest organizations should provide us with an adequate 
warning system. 
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INTERNAL PROCEDURE 

In response to the second request, we have drafted a 
procedure for the handling of specific inquiries from 
cities claiming a financial crisis (see attachment). 

Note: Attached is a Wall Street Journal Article 





Cities 

Table I 
Revenue-Expenditure Comparison 

General Operating Fund 
Large Cities 
(Cash Basis) 

Excess or (Deficiency) of Revenues 
Compared to ~xpenditures 

($ millions) 
(in order of population) 1971* 1974* 

New York 
Chicago 
Los Angeles 
Philadelphia 
Detroit 
Houston 
Baltimore 
Dallas 
Cleveland 
Indianapolis 
Milwaukee · 
San Francisco 
San Diego 
San Antonio 
Memphis 
Boston 
St. Louis 
New Orleans 
Phoenix 
Columbus 
Seattle 
Jacksonville 
Pittsburgh 
Denver 
Kansas City 
Atlanta 
Buffalo 
Cincinnati 
Nashville 
1-Iinneapo 1 is 

$(656.2) 
14.0 
(5.5) 

(48.8) 
17.5 
(4.1) 
(8.3) 
( • 9) 

(13.2) 
.2 

12.2 
13.4 

2.1 
( .4) 
3.5 
1.5 

(4.5) 
0 

(1.0) 
1.0 
1.8 

(2.5) 
5.2 
4.2 

(1.3) 
(2.0) 
(5.4) 
( .5) 
2.6 
1.1 

$(807.8) 
36.7 
40.7 

5.5 
8.6 

(8.0) 
23.9 
1.2 

0 
( • 7) 
7.3 
9.8 
4.9 
1.6 

NA 
(15.9) 
(10.7) 

9.8 
8.5 
3.2 

(1.1) 
11.0 

.3 
4.0 
1.1 
8.7 

(6.1) 
1.6 
.5 

(7.3) 

*Source: Compiled from available published financial reports for each city; 
see accompanying list. 



Cities 

Table II 
Acclli~ulated Fund Balance or Deficit 

General Operating Fund 
· Large Cities 

(Pro Forma Cash Basis) 

Balance or (Deficit) 
~$ millions) 

(in order of population) 1971* 1974* 

New York $(657.6) $(1>492.3) 
Chicago (188.3) . (179 .. 0) 
Los Angeles 115.0 160.3 
Philadelphia (29.2) (6.7) 
Detroit (17.2) (25.6) 
Houston 13.6 6 .. 8 
Baltimore 9.2 15.4 
Dallas 3.8 (1 .. 2) 
Cleveland (13.6) 0 
Indianapolis 2.0 3.1 
Nil waukee 17.5 37.8 
San Francisco 79.9 114.2 
San Diego 4.8 2.8 
San Antonio 2.8 1.4 
Boston 25.9 (22.6) 
Memphis 5.6 NA 
St. Louis (3.5) (14.6) 
New Orleans ( .8) 2.8 
Phoenix 3.0 .4 
Columbus 1.7 6.9 
Seattle 14.7 10.1 
Jacksonville 15.4 14.1 
Pittsburgh 7.3 16.5 
Denver 7.2 3.9 
Kansas City .7 .8 
Atlanta 10.1 20.5 
Buffalo 1.6 (21. 8) 
Cincinnati 1.3 11.1 
Nashville 2.8 10.4 
Minneapolis 5.4 6.6 

*Source: Compiled from available published financial reports for each 
city; see accompanying list. 



Cities 
(in order of 
population) 

New York 
Chicago 
Los Angeles 
Philadelphia 
Detroit 
Houston 
Baltimore 
Dallas 
Cleveland 
Indianapolis 
Milwaukee 
San Francisco 
San Diego 
San Antonio 
Boston 
H~phis 

St . Loui s 
Ne,., Or leans 
Phoenix 
Co1unbus 
Seott1e 
J acksoi1ville 
Pittsburgh 
Denver 
Kansas City 
Atlc.nta 
Buffalo 
Cincinnati 
Nashville 
Minneapolis 

Average 
He dian 

Table IV 
Annual Percentage Change in 

General Operating Fund Revenues 
and Expenditures, 1974* 

Large Cities 

Percentage 
Increase (Decrease) 

Revenues 

3.7% 
12.0 

9.7 
( .1) 

0 
9.1 
4.1 
9.6 

13.0 
5.1 
9.4 

(1. 9) 
17.9 
19.5 
19.6 

KA 
14 .8 
21. 6 
13 . 3 

8 . 1 
8. 1 

20 .9 
(10 .0) 
19 .4 
5.3 

12.8 
3.3 
4.5 

19.4 
(2.4) 

9.3% 
9.1% 

Percentage 
Increase {Decrease) 

E;xpenditures 

10.1% 
12.4 
(2.5) 
3.1 
1.6 

12.7 
.1 

7.7 
1.5 
6.8 
.6 

2.3 
11.4 
16.0 
15.4 

N..t... 
17.7 
15.3 
16.8 
8.4 
8.7 
9.8 

(7 .1) 
8.6 
6.7 
3.1 

(8.0) 
8.7 

10.1 
5.8 

7.0% 
8.4% 

*Source: Compiled from available published financial reports for each 
city; see accompanying list. 



Cities 
(in order of 
oonu1ation) 

New York 
Chicago 
Los Angeles 
Philadelphia 
Detroit 
Houston 
Baltimore 
Dallas 
Cleveland 
Indianapolis 
Milwaukee 
San Francisco 
San Diego 
San Antonio 
Hesrphis 
Boston 
St. Louis 
liew Orleans 
"?' ~. .._ noe."l.X 
Co 1 u:::tbus 
Seattle 
Jacksonville 
Pittsburgh 
Denver 
Kansc.s City 
.Atla::1ta 
Buffalo 
Cinciru"lati 
};ashville 
Hirmeapolis 

Average 
Hedian 

Table V 
General Obligation Bonded Debt 

Large Cities 
December 31, 1971 and April 30~ 1974 

Debt Per Capita 
12/31/71 4/30/74 

$612 $850 
204 357 
331 362 
456 445 
293 372 
509 535 
374 262 
521 666 
369 369 
275 338 
316 357 
455 564 
237 181 
240 344 
435 386 
536 456 
338 259 
486 504 
230 304 
330 413 
422 540 
173 293 
285 626 
75 309 

387 471 
458 474 
345 464 
432 409 
367 367 
254 467 

358 425 
356 398 

Debt as a 
Percentage of Value* 
12/31/71 4/30/74 

7.5 8.1 
2.7 3.8 
3.1 3.0 

12.5 6.6 
3.9 4.6 
5.5 3.6 
6.4 3.8 
5.0 5.8 
3.9 3.9 
3.8 5.0 
4.5 4.0 
3.4 4.0 
2.6 1.6 
5.3 6.4 
6.6 4.8 

17.2 5.7 
- 4~7'··--- 3-.2 
--6.9 ____ --- 5~4--

3.7 3.3 
4.9 5.6 
3.6 4.5 
3.5 4.2 
5 '· ...... 10.1 
0.9 2.4 
4.5 5.3 
4.8 3.5 
8.2 11.0 
4.6 3.5 
7.2 7.2 
2.6 5.1 

5.3 5.0 
4.8 4.6 

Source: Hunicipal Bond Selector, Standard and Poor's Corporation, III, 
No. 6, Deceiu.ber 31, 1971 and April 30~ 1974. 

*Assessed Value 



'"0 
0 
0 
::0 



February 1976 
·Standard & Poor's Municipal Bond Ratings for 30 Selected Cities 

General Obligation Bonds (except where designated otherwise) 

* 
AA 
AA 
A-
A 
AA 
A 
AA 
AA 
AAA 
AAA 
AA 
AA 
AA 
A 
AA 
A 
A 
AA 
AA 
AA 
AA 
AA 
AAA 
AA 
AA 
A 
AA 
A+ 
AAA 

(USCH LIST) -- NR 
BBB 
AA 
AA 
AA 
AA 

*Rating Suspended 

Cities 
(in order of population) 

New York 
Chicago 
Los Angeles 
Philadelphia 
Detroit 
Houston 
Baltimore 
Dallas 
Cleveland 
Indianapolis 
Milwaukee 
San Francisco 
San Deigo 
San Antonio 
Boston 
Memphis 
St. Louis 
New Orleans 
Phoenix 
Columbus 
Seattle 
Jacksonville 
Pittsburgh 
Denver 
Kansas City 
Atlanta 
Buffalo 
Cincinnati 
Nashville 
Minneapolis 
Yonkers 
Newark 
Saginan 
Flint 
Grant Rapids 
Royal Oak 

(TAN) 
(County) 

(I. S.D.) 

(I.S.D.) 
(Water Rev) 
(Various Authority & S.D.) 
(County) 
(BART-Revenue) 
(County) 

(SWR & WTR Bonds) 
(U.H. S.D.) 

(S.D. # l )__ _ __ --

(Various Revenue Bonds) 

(County) 
(S.D.) 
(S.D.) 
(S.D.) 

AAA Prime--These are obligations of the highest quality. They have 
the strongest capacity for timely payment of debt service. 

AA High Grade--Bonds rate AA have the second strongest capacity for 
payment of debt service. 

A Good Grade--Principal and interest payments on bonds in this category 
are regarded as safe. 

BBB Medium Grade--This lS the lowest investment grade security rating. 

NR No rating 





Detroit 

~~C:lnployctl'::mt Rate (Dec. 75) 17.4 

Jtal Budget FY 75-76 

e:c1cral Revenue Sharing 

tu.tc Hevem~ Sharing or 
id 

rejected Deficit. 

808.0 Million 

39.5 Mill. 

67 . 2 X.ti.ll. 

44.3 

rcvious Year Carry over 17.2 

ighes t Level of 
:nployn-ent 19,942 (1/75) 

r0sent Level of 
:mployrrcnt 18 1314 (12/75) 

•rejected Level 7/1/76 ? 

:.t:.'TA Errployrrent (Current) 2, 8G4 

.reas of Past :anployer 
eduction Jl.cross the Pd. 

.reu.s of A.'1ticipu.ted 
:rr'l..Jloyee Ht~duction 

:hortcr work week 

'ork. \vithout Pay 

:educed Services 

looc<l l:'ilc ili tics 

Across the Bd. 

Cleveland Yo ~-::ers 

(Nov75) J. 8 

324.8 Hi11ion 

16.0 Mill. 

0 7 

0 

13,000 (1970) 

10,992 

10,800 

11700 

Waste, Healtl1 , 
Rec 1 Finance 

Recreation & 
Pror:erty 

124.0 Hi11ion 
(with School) 

1 .6 Nil1. 

10.2 Hill. 

8 . 5 !'frill. 

6.5 Mill. 

5,500 (1975) 

4,683 

4 ,500 

? 

Across the B::l . 

Acres~ the Bd. 

J~j l , 1r. , Bu.scum 
shcr l:c,.. hours 

" 

NG.Wark 

209 • 8 Million 
(1/75-12/75} 

8 . 7 Hill. 

2 . 5 Mill. 

5 .• 5 Mill . 

0 

6,100 (1/75} 

5,100 

4 , 900 

? 

Mounted Squad 
Disbande:l 

· BOston 

661. 0 r.-1i11ion 
(with school) 

25 . 0 Mill. 

140 • 0 1-ti.ll . 

33 . 0 Mill. 

14 .7 Mill. 

23,327 (2/l/74) 

14,282 

13,700 

1,310 

Across the Bd. 

Parks & Rec . 

Printing plant 
closed 

Bal tirro'rc · · 

11425.5 !•lillion 
(t·7i th schools) 

21 .o ~ull. 

0 

0 

31,000 

32,882 

32,882 

200 

16.9 

480.0 1·'2 

8. 2 ;.;·' 

21. 4 J.:j 

34.0 !l' 

20.0 ~.;· 

6,330 

4,050 

1,600 

l-'Iostly ga·:.: 
Parks but 
Across tJ1e 
Pks. to go 
of busi:-:cr: ~ 

Yes 

No bucky.:u.( 
garbage 

Closed P;1rl 
R~c Ccnte:1-. 
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Detroit Cleveland Yonkers N'-Mark Easton B:~.ltilrorc nuCt«lo -- ------ -·r----·· 

Freeze Municipal :increase Pay freeze 11/75 
negotiated 

Cut 

Increase Referendtm\ Rejected Real Prop. Tax 
by voters incrensed to max. 

:ling Op.=rQ.ting Exp 85.0 Mill. 54.0 !·t..l 
ra:< Anticipation ~otes 8 . 5 l-ti.ll. 15.0 Mill. 
3rest Rzlte 9. 0 % 8.75% 7.30 % 9.0% 



lCl\'lploym:mt R:.1.tc 

~t~l lludget FY 75-76 

rx1cru.l Revenue ShMing 

tate Revenue Sharing 
or Aid 

t:ojccted Deficit 

revious Year CMry OVer 

ighcst Level of 
LTpla}'l"tEnt 

resent revel of 
Irployrrcnt 

rejected Level 7/1/76 

I::rA Enployrrent (Current) 

r~(lS of Pust l!lrtployee 
R:!duction 

re~s of Anticip~ted 
.I:lctJloyee Reduction 

illortcr \\ork h'cck 

uy Cuto 

Seattle 1\tl.:mtil 

8.8 12.0 

279.9 r-lillion 130.5 Million 

7 .o Mill. 

8 . 7 Mill. 2.5 Mill. 

0 0 

0 0 

12,000 (1973) 

9,090 

9,090 

GOO 

Across the Ed. 

Across the Bd. 

1'111 iatl~..· .. pltlcl sagioow 

{r-Ictro} 9.4 (Jan. 76) 8.5 

l , lCQ.O Million 36 • 6 Million 

52.2 Mill. 2. 7 Mill. 

2. 6 Mill. 

80.0 Mill. 0 

11.0 Mill. 0 0 

35,000 1,073 

35,000 1,073 

3S,OOO 1 ,073 
? 

Cl.O!JC IIO!Jpitnl 

J.i'r.cczc being negotiated 

Flint 

49.9 Million 

4.2 Mill. 

5.1 Mill. 

0 

0 

2,000 

2,000 

1,800 

400 

Across the Ed 

Across the Bd.. 

GrZlnd 
Rapicls 

12.0 

'? 

3.5 Million 

6. 9 Mill. 

0 

0 

2,517 

2,447 

2,447 

417 

Across the Bd 

13.0 !-!il 
. 5 !-1' 

2. 2 !·'li 

3.0 ~1i 

part o ·· 
Mill. 

461 

t151 

451 

74 



.x Increases 

1nding ~ruting E:>.'PS. or 
~ 1\nticipation Notes 
rtckest Rate 

•' '· 

Seattle Atl{.U1~1l 

Prop. Tax Increase 
In 1974 

!'hiladelphi~ 

Tax incrensc.s ll1 
vir.t' ,.~tlly all 
c.:ttcgodes 

100 ~llion 

.. 

. Saginaw Flint 
Grand 
rt:~picls 

Prop. ~'.''l.X Incrcx:: 
3 mils • for 5 yc, 





PROPOSED PROCEDURE FOR MONITORING 
CITY FINANCIAL PROBLEMS 

Outlined below is a suggested procedure for responding to 

calls and correspondence outlining a city's financial problem 

and/or requesting assistance. The process would provide a 

focal point for information and would insure a coordinated 

White House response. The procedure would involve the 

following steps: 

1. Complete check list of information based on tele-

phone conversations or written correspondence, and 

forward this information to the Office of Inter-

governmental Affairs. The check list should 

include the following information: 

A. Name of City 

B. State 

C. Name of Mayor 

D. Provider of information/position 

E. Brief description of the problem 

--Nature of problem 

--Amount of money involved 

--State action and response to date 

--Alternatives available 

--Proposed solution 

--Availability of documentation 

--Nature of request to Federal 
Government 

--Other groups involved, e.g. 
banks, business 



2. Develop and maintain in the Office of Intergovern­

mental Affairs a file on the city in question. 

The files should include the following items: 

A. Completed check list 

B. Log of calls and discussions along with 

description of actions taken 

C. Correspondence 

D. Assignment of lead responsibility 

E. Copies of memoranda and decision papers 

3. Assign day-to-day responsibility for monitoring and 

follow up with the city. (This would likely be IGA 

staff or specific agency representatives). 

4. Alert the President of the situation through Jim 

Cannon's weekly report. 

5. Circulate check list from Jim Cannon to the Urban 

Task Force. The circulation list should include 

at a minimum the following: 

A. Cannon 

B. Seidman 

c. O'Neill 

D. Simon 

E. Fletcher 

F. Quern 

G. .McConahey 

H. Appropriate Domestic Council Staff 



6. Convene Urban Task Force as necessary to review the 

situation, receive analysis and information from 

the city in question, and develop necessary memoranda 

and recommendations for the President. 

7. Make recommendations to the EPB as necessary. 



THE WHITE HOUSE 

WASHINGTON 

April 12, 1976 

MEMORANDUM FOR: JIM CANNON 

FROM: ART QUE~ 
SUBJECT: Follow-Up to April 9, 1976, Urban 

Issues Meeting 

The following are the next steps to be taken in exploration 
of urban issues: 

1. Annexation 

Steve and Pat will look into the existing research 
on the use of annexation by cities to expand their 
revenue base. 

2. Free Trade Zones 

Lynn will look into concept of "free trade zones" 
for urban areas. 

3. EDA 

Quern will inquire about EDA's programs which have 
been directed toward urban areas. 

4. HUD 

Lynn will circulate copies of HUD urban issues paper 
and each member of the working group will provide 
Lynn with comments in anticipation of a meeting with 
Secretary Hills. 

5. Johnson and Johnson 

Art Fletclv~r will proceed to set up a briefing session 
by drafti.n'J a letter for Jim Cannon's signature. 
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6. U.S. Chamber of Commerce 

Art Fletcher will suggest Fletcher/Quern meeting with 
Chamber Washington Urban Affairs Representative. 

7. Briefing on Revenue Sharing 

Quern will invite Paul Myer to next working session to 
brief on Revenue Sharing. 

8. Allied Services 

Steve will have more detailed work prepared examining 
Allied Services and Joint Funding Simplification Act. 

9. Tax Incentives 

Quern will get further information on Administration's 
tax incentive proposal. 



THE WHITE HOUSE 

WASHINGTON 

April 13, 1976 

MEMORANDUM FOR THE MEMBERS OF THE DOMESTIC COUNCIL STAFF 
URBAN POLICY STUDY 

FROM: LYNN MAY 

SUBJECT: Legislation 

In the interest of making our group more aware of background 
material related to urban policy questions, I will be 
forwarding to you relevant items of information from my 
sources. Please note the attached item. It is from the 
Housing and Development Reporter, Vol. 3, #23, April 5, 
1976. 

Attachment 



Housing and Development Rep.orter 
Vol. 3, #23 April 5, 1976 

WAYS AND MEANS PASSES 35 PERCENT 
INTEREST SUBSIDY FOR TAXABLE BONDS 

The House Ways and Means Cgmmittee reported out the 
''Municipal Taxable Bond Alternative Act of 1976" to provide 
federal payment of 35 percent of the interest on taxable 
municipal bonds beginning July I, I 977. 

The bill, (H.R. 12774), which passed the committee on 
March 29 by four votes, faces an uncertain future on the House 
floor later this month. Despite Administration support of the 

1 
measure, only one Republican, second ranking Barber B. 
Conable. Jr., of New York, voted in favor of it. Republicans 
and Southern conservative Democrats are expected to launch a 
strong campaign against it on the floor. 

Proponents, led by the bill's sponsor, Ways and Means Com­
mittee Chairman AI Ullman (D-Ore), argue that the new tax­
able bond bill will provide state and local governments an op­
tional route to the corporate bond market when they are having 
or inadequate agency safeguards, but expressed amazement 
that despite these warnings, HUD did little to head off impend­
ing _disaster. 

Specifically, the committee found that HUD lost millions of 
dollars in insurance claims and caused personal tragedy to 
foreclosed homebuyers because it did not monitor closely 
enough the activities of approved mortgagees. 

Partly as a result of the committee's hearings, the depart­
ment wrested control over the mortgagees from the office of the 
FHA Commissioner, where it had been for over 40 years, and 
placed it in the hands of a four-party committee, the Mortgagee 
Review Board. This group has already moved against a number 
of mortgagees; including the Advance Mortgage Corp., a sub­
sidiary of Citicorp, and the second largest mortgage banking 
firm in the country. 

The report points out, however, that this could have been 
done years ago, since the department was aware of servicing 
shortcomings long before it took any action. 

"Perhaps the most disturbing fact about this situation was 
that everyone knew of the inadequacies in mortgage servicing;: 
the committee wrote, "but felt powerless to do anything to cor­
rect them." 

The report scored private lenders participating with the 
government in HUD-FHA' insurance programs for failing to 
live up to the standards laid out in guidelines issued both by 
HUD and the Federal National Mortgage Association (FN­
MA). the organization which holds much of the government-in­
sured debt. 

Once homes are foreclosed, the report states that the abuses 
,...ont;nn-A .. ,;.,_J., rnn.Ptn-qrr~~~ f"h<;)rr'r1nn tJ..~ ,.n.HA.-ft_,,g.Ot for Wf't•f~ 



THE WHITE HOUSE 

WASHINGTON 

April 15, 1976 

MEMORANDUM FOR: JIM CANNON 

ARTQUERN~ 
Discussion Paper on Cities 

FROM: 

SUBJECT: 

It seems to me that our general discussion of urban issues 
has produced a number of threads of thought which are 
worth summarizing and pursuing. 

The following brief rundown of these "threads" is offered 
only as a means of promoting our continued explorations 
of particular urban questions. 

1. Private Sector Involvement 

A. Corporations 

What is it that leads a corporation 
to commit itself to the betterment of 
an urban area. 

B. Banks 

What roles do banks play in assisting 
urban areas to weather fiscal crisis and 
restore fiscal stability. 

2. Expanding Revenue Base 

A. Annexation 

What are the various possibilities, 
advantages and disadvantages of 
annexation. 

B. "Free trade zones" 

Whether this concept offers any advantages 
to urban areas. 
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3. Use of Federal Funds 

We are exploring the "allied services" 
concept for cities to see if we can enable 
much greater flexibility in their use of 
Federal funds. In effect this is an "urban 
block grant" concept. 

4. Economic Development 

A. We are examining current EDA policies toward 
cities. 

B. We are reviewing a type of urban development 
bank concept. 

5. Welfare Reform 

The welfare reform studies we are engaged in 
could offer some relief to cities. 

6. General Revenue Sharing 

We are monitoring the current deliberations 
on the Revenue Sharing issue as it relates 
to cities. 

7. Gauging Fiscal Health 

A. Steve and Pat have compiled basic information 
on the major cities as judged by outside 
groups. 

B. Norm Hurd's intergovernmental finance project 
could assist by identifying better tools to 
be used in gauging fiscal conditions of cities. 

8. Current Federal Programs 

A. HUD 

Carla Hills will be meeting with us soon 
to review HUD's approach to urban questions. 

B. Transportation 

Judy Hope has been reviewing "urban" 
questions with DOT staff. 

cc: Art Fletcher 
Steve McConahey 
Pat Delaney 
Lynn May 
Allen Moore 



THE WHITE HOUSE 

WASHINGTON 

April 15, 1976 

MEMORANDUM FOR: JIM CANNON 

FROM: 

SUBJECT: 

ART QUERN ~ 
Discussion Paper on Cities 

It seems to me that our general discussion of urban issues 
has produced a number of threads of thought which are 
worth summarizing and pursuing. 

The following brief rundown of these "threads" is offered 
only as a means of promoting our continued explorations 
of particular urban questions. 

1. Private Sector Involvement 

A. Corporations 

What is it that leads a corporation 
to commit itself to the betterment of 
an urban area. 

B. Banks 

What roles do banks play in assisting 
urban areas to weather fiscal crisis and 
restore fiscal stability. 

2. Expanding Revenue Base 

A. Annexation 

What are the various possibilities, 
advantages and disadvantages of 
annexation. 

B. "Free trade zones" 

Whether this concept offers any advantages 
to urban areas. 
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3. Use of Federal Funds 

We are exploring the "allied services" 
concept for cities to see if we can enable 
much greater flexibility in their use of 
Federal funds. In effect this is an "urban 
block grant" concept. 

4. Economic Development 

A. We are examining current EDA policies toward 
cities. 

B. We are reviewing a type of urban development 
bank concept. 

5. Welfare Reform 

The welfare reform studies we are engaged in 
could offer some relief to cities. 

6. General Revenue Sharing 

We are monitoring the current deliberations 
on the Revenue Sharing issue as it relates 
to cities. 

7. Gauging Fiscal Health 

A. Steve and Pat have compiled basic information 
on the major cities as judged by outside 
groups. 

B. Norm Hurd's intergovernmental finance project 
could assist by identifying better tools to 
be used in gauging fiscal conditions of cities. 

8. Current Federal Programs 

A. HUD 

Carla Hills will be meeting with us soon 
to{review HUD's approach to urban questions. 

B. Transportation 

Judy Hope has been reviewing "urban" 
questions with DOT staff. 

cc: Art Fletcher 
Steve McConahey 
Pat Delaney 
Lynn May 
Allen Moore 
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THE WHITE HOUSE 

WASHINGTON 

April 12, 1976 

MEMORANDUM FOR: JIM CANNON 

FROM: ART QUE~ 
SUBJECT: Follow-Up to April 9, 1976, Urban 

Issues Meeting 

The following are the next steps to be taken in exploration 
of urban issues: 

1. Annexation 

Steve and Pat will look into the existing research 
on the use of annexation by cities to expand their 
revenue base. 

2. Free Trade Zones 

Lynn will look into concept of "free trade zones" 
for urban areas. 

3. EDA 

Quern will inquire about EDA's programs which have 
been directed toward urban areas. 

4. HUD 

Lynn will circulate copies of HUD urban issues paper 
and each member of the working group will provide 
Lynn with comments in anticipation of a meeting with 
Secretary Hills. 

5. Johnson and Johnson 

Art Fletcher will proceed to set up a briefing session 
by drafting a letter for Jim Cannon's signature. 
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6. u.s. Chamber of Commerce 

Art Fletcher will suggest Fletcher/Quern meeting with 
Chamber Washington Urban Affairs Representative. 

7. Briefing on Revenue Sharing 

Quern will invite Paul Myer to next working session to 
brief on Revenue Sharing. 

8. Allied Services 

Steve will have more detailed work prepared examining 
Allied Services and Joint Funding Simplification Act. 

9. Tax Incentives 

Quern will get further information on Administration's 
tax incentive proposal. 
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THE WHITE HOUSE 

WASHINGTON 

April 15, 1976 ( 
/) 

(/JA!11 • ,v> I tJ.._.v 
JIM CANNON •rp}l- 1 ~-. 

FROM: ART QUERN ~ ., rr• 
MEMORANDUM FOR: 

SUBJECT: Discussion Paper on Cities~ ~~ 
It seems to me that our general discussion of urban i~s 
has produced a number of threads of thought which are 
worth summarizing and pursuing. 

The following brief rundown of these "threads" is offered 
only as a means of promoting our continued explorations 
of particular urban questions. 

1. Private Sector Involvement 

~ A Corporations 

~ ~lf\ ~~:. ~'~-- What is it that leads a corporation 
~~L ~ ~· to commit itself to the betterment of 

f)F' . V'-' an urban area. 

' £If 
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B. Banks 

~ JjA4,. ~ What roles do banks play in assisting 
v~.f- urban areas to weather fiscal crisis and 

~ ~ restore fiscal stability. 

2. Expanding Revenue Base 

A. Annexation 

What are the various possibilities, 
advantages and disadvantages of 
annexation. 

B. "Free trade zones" 

Whether this concept offers any advantages 
to urban areas. 
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4. 

5. 
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Use of Federal Funds 

We are exploring the "allied services" 
concept for cities to see if we can enable 
much greater flexibility in their use of 
Federal funds. In effect this is an 
block grant" co~cept. 

Economic Development a f I._ I ./. J 1:0 4M. ,... 
A. w7 ~re examin~urrent Gl~~\e Et\ to~ft~ 

cJ.tJ.es. /--J -~~ '0 tlzJ ft- f""'"'.,. f 
B. We are reviewing a-vt~p~ .of urban development 

bank concept. 

Welfare Reform 

The welfare reform studies we are engaged in 
could offer some relief to cities. 

6. General Revenue Sharing 

We are monitoring the current deliberations 
on the Revenue Sharing issue as it relates 
to cities. 

7. Gauging Fiscal Health 

A. 

B. 

Steve and Pat have compiled basic information 
on the major cities as judged by outside 
groups. 

Norm Hurd's intergovernmental finance project 
could assist by identifying better tools to 
be used in gauging fiscal conditions of cities. 

8. Current Federal Programs 

A. HUD 

Carla Hills will be meeting with us soon 
to review HUD's approach to urban questions. 

B. Transportation 

Judy Hope has been reviewing "urban" 
questions with DOT staff. 

cc: Art Fletcher 
Steve McConahey 
Pat Delaney 
Lynn May 
Allen Moore 
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