
























































































































































































































































































































































































































































a revision of the Internal Revenue Code's current treatment

of industrial development bonds is desirable in order that the
tax exemption be expanded to include interest on bonds from
which the proceeds are used to finance plants or facilities
which locate in "economically depressed urban areas," regardless
of the size of the bond issue.

The following actions would be necessary to achieve this end:

1. Amending the Internval Revenue Code to provide
that the interest on industrial development
bonds, regardless of the size of the issue, is
exempt from federal taxation so long as the
proceeds are used to finance a facility which is
to be located in an urban area of severe economic
depression.

2. Automatic designation of any urban area as an urban
area of severe economic depression whenever its
rate of unemployment reaches or exceeds nine per
cent.

By expanding the availability of tax exemptions on the interest
of these bonds, they become much more attractive to the ultimate
purchaser. The market for these bonds would, therefore, be
increased and the location of industry in labor-surplus areas
such as Detroit would be enhanced.

II Foop AsSISTANCE PROGRAMS

On July 12, 1974, the President signed into law an amendment to
the Agriculture .and Consumer Protection Act of 1973, which pro-
vided additional funds and commodities for domestic food
assistance programs administered by the Department of Agriculture.
The amendment provided that:

"The Secretary of Agriculture shall until

July 1, 1975, (i) use funds available under
provisions of Section 32 of Public Law 320,

. . . and not otherwise expended or necessary

. .« . to purchase, without regard to the
provisions of existing law governing the
expenditures of public funds, agriculture
commodities and their products of the types
customarily purchased under Section 32 . . .

to maintain the traditional level of assistance
programs as are authorized by law, including,
but not limited to distribution to needy
families pending the transition to the food
stamp program, institutions, and supplemental
feeding programs wherever located. . ."

Section 4(a) (1) P.L. 93-347 (1974).
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The Department of Agriculture has consistently held the view
that "maintaining traditional levels" of assistance does not
require it to "enlarge" any supplemental feeding programs.
Consequently, the Department, due to the discretionary authority
of the Secretary of Agriculture under the existing legislation,
has denied requests of Detroit and other municipalities for
increased funding for supplemental feeding programs.

The most effective means of eliminating the discretionary
authority of the Secretary of Agriculture is to amend the
Agriculture and Consumer Protection Act of 1973 in a manner

which makes it mandatory for the Secretary to increase the funding
for supplemental feeding programs when certain factors are
operative. More specifically, the Act could be amended to

provide that:

The Secretary of Agriculture shall apportion
the funds available under provisions of Section
32 of Public Law 320 and available funds of °
the Commodity Credit Corporation, to purchase
agricultural commodities and their products to
increase the traditional level of assistance
for food assistance programs as are authorized
by law in the following manner:

(a) Sixty per cent of the total amount apportioned
shall be set aside for economically depressed
urbanized areas of localities with an unemploy-
ment rate of nine per cent or more.

Each economically depressed locality shall
be entitled to sixty per cent of the total
apportioned amount multiplied by the ration
which the nine per cent or more unemployed
population of such economically depressed
urbanized area or locality bears to the
total nine per cent or more unemployed
population of all economically depressed
urbanized areas or localities.

I[IT Mass TRANSIT

Expeditious construction of Detroit's already formulated mass
transit system would contribute significantly to reducing its
high level of unemployment, serve as an incentive for increased




investment and business activity and raise property values

of areas served. The major obstacle to achieving these much
desired goals is the present organizational structure under
which Detroit's mass transit system must be coordinated,
approved, and implemented. In order to eliminate the problems
attendant to and presently preventing construction of the mass
transit system, Detroit must be accorded the status of an
"independent designated recipient" under the Urban Mass
Transportation Act of 1964.

This designation can be achieved by amending Section 5 (b) (2)
of the Urban Mass Transportation Act of 1964. As presently
written, this section in part provides that:

", . . In any case in which a statewide or
regional agency or instrumentality is
responsible under State laws for the financing,
construction and operation, . . . of public
transportation services, such agency or instru-
mentality shall be the recipient to receive

and dispense such (apportioned) funds."

-
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amended to give Detroit the status of an independent designated
recipient, this section would contain the following language:

Notwithstanding the requirements contained in
Section 5 (b) (2), an economically depressed
urbanized area with an unemployment rate of
nine per cent or more shall be designated a
recipient to receive and dispense funds
apportioned pursuant to this Act. Such
designation shall not be subject to the con-
currence of the Secretary.

This amendment has the effect of placing Detroit in a position
where it communicated directly with the Department of
Transportation with respect to implementation and approval of
its mass transit system.

IV Housine

On October 18, 1974, President Ford signed into law the
"Emergency Home Purchase Assistance Act of 1974," which, as
an amendment to the National Housing Act of 1968, authorized
$7,750,000 to be used by the Government National Mortgage
Association for the commitment to purchase and - purchase

of mortgages covering family residences.




Under the Emergency Home Purchase Assistance Act of 1974:

"Whenever the (Secretary of Housing and Urban
Development) finds inflationary conditions and
related governmental actions are having a
severely disproportionate effect on the housing
industry and the resulting reduction in the
volume of home construction acquisition threatens
seriously to affect the economy and to delay the
orderly achievement of the national housing goals
contained in Title XVI of the Housing and Urban
Development Act of 1968, the Secretary shall direct
the Government National Mortgage Association to
begin making commitments to purchase and to
purchase mortgages . . ." Section 3(a), P.L.
93-449 (1974).
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In addition to the factors outlined above as "triggers" for
bringing about the Secretary's directing the release of funds
for making commitments to purchase and purchasing mortgages
it is proposed that the factor of "severe unemployment at the
level of nine per cent or more within economically depressed
urban areas" also be considered sufficient to warrant the
release and utilization of funds authorized by the Emergency
Home Purchase Assistance Act of 1974.

In more specifi¢ terms, Title III of the National Housing Act
of 1968 would be amended to include:

1. Addition of the nine per cent unemployment factor
~ as a "trigger" for directing the Secretary to
utilize funds authorized by the Emergency Home
Purchase Assistance Act of 1974;

2. Designation of "urban areas of severe economic
depression" as special or first priority
recipients of funds authorized by the Emergency
Home Purchase Assistance Act of 1974;

3. Specific allocation and designation of $1,500,000
of the Emergency Home Purchase Assistance Act's
authorized funds for use only in urban areas of
severe economic depression; and

This proposed amendment is not an alternative to also increasing
over-all assistance to economically depressed urban areas under

the Housing and Community Development Act of 1974. It is pre-
sented to provide a program of assistance "in addition to"
whatever other special assistance which can be carved out of the
existing programs authorized by the Housing and Community
Development Act of 1974.







ADDENDUM

Information used in computing Impact Statements:

B e e —

1. JOBS

a. Approximately one-half of short-term construction
and engineering costs go toward labor. Taking
$10.00 as an average wage and dividing it into
the amount for labor will result in the total
manhours for an entire project. By dividing
this number by 2,080 (the number of manhours in
a year), the total number of people employed
annually will result.

Long-term industrial job estimates are made by

referring to the number of jobs in similar
existing industrial structures in Detroit.

INCOME

Personal income generated annually is estimated by
multiplying the number of long-term jobs in the
industry by the individual annual income level.

TAXES

a. Local taxes are estimated by determing the
percent of workers in an industry residing
in Detroit and multiplying their annual
personal incomes by .02, the local tax rate.

State income taxes are estimated by multiplying
personal income by .039, the State tax rate.

Federal income taxes are estimated by multiplying
personal income by .10, which is a conservative
estimate of the tax paid by the average worker
earning $12,000 annually.




DETROIT: THE CITY

LOCATION AND SIZE

The City of Detroit is located in southeastern Michigan and
contains approximately 140 square miles. It is located in

the northeast quadrant of Wayne County and accounts for

nearly one-fourth of its total area. The City is bounded

by the Detroit River to the south, Oakland and Macomb Counties
on the north, and by the out-~Wayne County Civil Divisions on
the east and west.

POPULATION

Detroit is the largest city in Michigan and the fifth largest
city in the nation. In 1970, the population was 1,511,482
while Wayne County's was 2,666,751. The Detroit standard
metropolitan statistical area, made up of Wayne, Oakland, and
Macomb counties, contained about 4.2 million residents. Of
those living in Detroit, approximately 56 percent were white,
while 44 percent were black and others.

ECONOMY

Detroit's area economy is changing, and this change is mani-
fested by the shifting of industrial and occupational patterns.
With respect to industrial patterns,there is a general shift
from the manufacturing to the non-manufacturing sector. It
should be understood that this is a relative shift so that
Detroit will remain a city partially dependent upon a modestly
growing manufacturing sector. At the same time, industries
such as finance, wholesale, retail and services will represent
a greater share of the total Detroit area economy. Much of
the growth in these industries will be attributed to the still
strong manufacturing sector.

Within Detroit's changing industrial mix, the occupational mix
is shifting. The professional and service occupations have
been increasing and are expected to continue to increase. An
example of this shift is in the automobile industry where the
employment of professional, technical, and kindred workers in-
creased by 35 percent from 1960 to 1970, while total automo-
bile employment grew by 14 percent. (See employment graph
attached.) '

LABOR FORCE

In 1974 the labor force of Detroit was estimated to have aver-
aged approximately 567,000 persons. Of that number, an average
of 74,800 were unemployed for an annual rate of 13.2 percent.
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EMPLOYMENT BY OCCUPATION AND INDUSTRY:

U. S., DETROIT, 1970
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The "energy crisis," along with the current economic down-

turn, has had severe impact on unemployment in Detroit.

The January 1974 rate was 10.7 percent, considerably higher
than the previous month's rate of 7.7 percent. This high
level of unemployment continued through 1974.

Since the City of Detroit's unemployment rate remains di-
rectly related to the fortunes of durable goods industries
(particularly the automobile industry), a long~run compar-
ison of U.S., Michigan, SMSA and City of Detroit rates shows
Detroit to be consistently higher in all the years where in-
formation is available. This is explained by the fact that
almost 50 percent of the work force in the central city is
blue collar. 1In addition, the long-term effect of automa-
tion and the exodus of industry to other areas have caused
the City to sustain a considerably higher unemployment rate
than the nation.

MAJOR MARKET AREAS

The major market areas and the flows between places of resi-
dence and places of work in the Detroit metropolitan area
are a reflection of a high degree of reliance on the automo-
bile. Of the labor force residing in Detroit, approximately
33 percent work in a suburban location, while 24 percent of
the residents from the suburban ring work in Detroit. The
detailed pattern of place of work by place of residence is
shown in the attached table.

TRANSPORTATION FACILITIES

Detroit is at the hub of a faceway network in southeastern
Michigan that contains 424 miles. The network, coupled with
the Detroit system of streets, makes travel very convenient
for the large portion of Detroit's population that is depen-
dent on the automobile. In addition, the system is conducive
to the efficient transport of locally-produced goods by the
200 commercial trucking companies.

For those who must rely on public transit, the City's Depart-
ment of Transportation operates a fleet of 1,200 coaches.

The system constitutes 92 percent of the entire metropolitan
area's public transportation facilities.

Eight major railroad lines serve the Detroit Metropolitan
area with passenger and freight service. Rail access within
most of the City's major industrial corridors is excellent.

By air, Detroit is reached via two major airports =-- Detroit
Metropolitan and City Airport. City Airport is the private-
flight headquarters for the major industrial corporations in
Detroit and used heavily by representatives of industry who
travel regularly between cities in the industrial midwest.
Detroit Metropolitan Airport provides the bulk of the area

passenger service as well as freight service.
(127)
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Place of Work by Place of Residence
Detroit SMSA 1970

Residence Area

Employment Detroit City Suburban Wayne Total Wayne Oakland County Macomb County
Area No. % No. 3 No. 8 No. % No. %
N

Detroit City 320,668 66.6 107,349 27.7 428,017 49.3 54,807 17.7 54,549 25.5

Suburban Wayne 87,249 18.1 239,209 61.8 326,458 37.6 25,511 8.2 15,297 7.2

Total Wayne 407,917 84.7 346,558 89.6 754,475 86.3 80,318 25.9 69,846 32.7

Oakland County 42,146 8.7 27,864 7.2 70,010 8.1 205,736 66.3 23,485 11.0
Macomb County 31,700 6.6 12,568 3.2 44,268. 5.1 24,085 _ 7.8 120,451 56.0
Total SMSA 481,763 100.0 386,990 100.0 868,753 100.0 310,319 100.0 213,782 100.0
Outside SMSA 7,249 17,973 25,222 7,972 ‘ 2,500
Not Reported 48,712 20,783 v 69,495 17,850 9,835
Total at Work 537,724 425,746 963,470 335,961 226,117

Source: Table 35, 1970 Census of Population - 4th Count File C.




MUNICIPAL FINANCING

Traditionally, cities have relied on the property tax to finance
municipal operations. Detroit's property value which increased
only 29 per cent in the ten year interval between 1964-65 and
1974-75, compares with a 51 per cent rise in the price index and
a 133 per cent increase in Budget Appropriations. Increased
citizen service needs and stagnant property values have gradually
emasculated this tax as the primary source of local revenue.

Expanded City controlled revenues, through the City Income Tax
and Utility Tax, however, have fallen far short of the rise in
expenditures. Although the number of Detroit's General Fund
employees has actually decreased over the past twenty years,

from 22,466 to 20,544 despite the need for increased services,
the cost for personnel services has risen from 94.4 million
dollars to 408.4 million dollars. This cost reflects an increase
of 333 per cent. During this same period, material, supplies

and expense items have risen 344 per cent.

Rising costs for maintaining minimal services have been met by
imposing new and higher local taxes, and, by increased State
and Federal revenues. The majority of this aid, however, has
merely served to plug existing gaps and to continue existing
service levels. It has failed to provide for the full measure
of increasing costs and needs of cities.

In addition, the City's total population has declined; wealthier,
more mobile taxpayers have moved out leaving Detroit with an
increasing percentage of low and fixed income individuals; an
unemployment rate double that of the State and more than twice
the national average. Detroit is in the position of trying to
provide minimal services for those who most need and can least
afford them.

Detroit again faces a financial crisis: a 25-35 million dollar
budgetary deficit. With a tax effort* over three times the
average of Michigan cities, Detroit cannot afford to increase
present or to impose additional taxes, even if it were legally
feasible. (See attached graph, pg. 106A)

The national economy continues in a state of turmoil. 1In 1974,
inflation reached a rate more severe and more prolonged than the
United States has experienced since the rise in prices following
World War II. .

*tax effort = local tax revenue per dollar of property value.
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The automotive industry, the major employer of the Detroit
area, has suffered acutely from the effects of inflation and
recession. As inflation has driven up the cost of vehicles,
Federal regulations have added approximately $600 to the

price of the average car. U.S. domestic automobile sales for
1974 showed a 23% decline from 1973. December figures indicate
sales of 25.2 per cent below one year earlier, with Chrysler
Corporation alone showing a decline of 37.7 per cent.

A recent New York Times analysisl by Wassily Leontiff, utilizing
the 1967 input-output matrix for the United States, estimates
that for every $1 billion drop in auto sales, the result would
be a drop of 22,900 jobs in the auto industry and an additional
drop of 34,100 jobs in secondary industries. A total of 57,000
employees out of work, or over 2-1/2 times the initial automo-
tive employment changes. The impact of more than 300,000
nationwide auto workers idled in December, 1974, has been
dramatic. Its effects in Detroit where Chrysler Corporation has
laid off 38,000 persons have been disastrous.

Detroit can expect an annualized loss of personal income in the
Detroit Tri-County Area of approximately $1.2 billion, based on
an average income of 14,150 for suburban residents, and

$8,750 for City residents. The estimated loss of $1.2 billion
personal income, multiplies into an expected annualized loss

of $9.8 million in City income tax revenues, additional losses
in State-shared revenues, tax delinquencies, and inestimable
corporate income tax losses. Without a reversal in the economy,
further unemployment can be anticipated which will further
depress expected municipal revenues and severely impair the
ability of the City to effectively function and provide neces-
sary services.

SUMMARY

Detroit's tax revenues have fallen far short of need. Their
inelasticity becomes more critical in periods of rapidly rising
costs. The present period of inflation has accelerated price
increases and the current recession has further stunted revenue
growth. These elements have combined to create an unmanageable
revenue shortage which can only be rectified with Federal and
State assistance.

1l The New York Times, Decembar 8, 1974, page 1, Section 3.
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PERSONAL INCOME GROWTH
MICHIGAN VERSUS DETROIT
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The low growth of City Personal Income compared to Michigan's Personal Income
is indicative of the increasing percentage of low and fixed incomes in Detroit.
SOURCE:
State, 196L4-72:
Economic Report of the Governor, 1973, pg. 16.
State, 1973 and 197h:
Budget Message of the Governor, for the Fiscal Year 1974-75, pg. 35
City:
City of Detroit, Finance Department, Income Tax Division




STATE EQUALIZED VALUATIONS

DETROIT GROWTH VERSUS THE
TRI-COUNTY AREA

1009
TRI ~-COUNTY
90 1
80 4
70 4
60
50 4
L0 «
30 4
20
DETROIT
10 4
o L
-10
- = - = = = - = = = =
\O \O \O O \O
¢ 8 % & 8 & 3 8 3 @ 3 i

Tri-County includes Wayne, Ogkland and Macomb Counties

SOURCES: Weyne, Oakland, Macomb, 3
1964 -1973: k
Michigan Manual, various years, Department of Administration, f
State of Michigan
197k
Michigan Tax Commission, Property and Equalization Division






