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NEW HORIZONS FOR CITIES

City planning and redevelopment have impor
tant implications for business and banking

For some years there has been a growing 
emphasis on scientific research and manage
ment in industry and trade. The pilot plant and 
the market survey have become standard. Great 
attention is given to the development of effi
cient equipment and processes, to plant location, 
and the character and size of the labor force. 
Planning ahead for new products for new cus
tomers is an everyday procedure. The accent is 
on efficiency in production of both goods and 
services. Yet, until comparatively recently, in 
concentrating on the techniques of industry 
and trade and their relationship to the banking 
and financial system, we have given little atten
tion to the general physical environment in 
which business operates. In an industrialized 
economy, such as our own, the largest part of 
that environment is the city.

The growth of American cities has been an 
integral part of the process of industrialization. 
Large-scale manufacture required great concen
trations of population from which to draw a 
labor force. The various types of industries 
tended to congregate because they needed each 
other’s products and services. And only in the 
city organization could they obtain those facili

ties—transportation and other public utilities— 
which they required for modern, low-cost opera
tion. By 1929, two-thirds of all American indus
trial establishments were concentrated in 155 of 
the country’s 3,070 counties that contained the 
larger cities. They produced 80 per cent of the 
total value added by manufacture in that year, 
and employed nearly three-quarters of all indus
trial wage earners. More than half the whole
sale trade was done in the eleven largest cities, 
over 80 per cent in 127 counties.

In a broader sense, it is also true that the 
cities are the environment for our entire econ
omy. This statement does not disparage the 
contribution of the farms and rural areas. It 
does point out, however, that city life is the 
dominant characteristic of our nation’s culture. 
As late as 1870 over half the gainfully employed 
were working on farms and our population was 
preponderantly rural. By 1929 farm workers 
were only a little more than 20 per cent of the 
gainfully employed, and well over half the popu
lation lived in urban communities. During the 
depression there was some evidence of a "back 
to the farm” movement, but that tendency was 
overcome, and the 1940 census showed substan
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tially the same division betwen urban and rural 
population as the previous one. It revealed that 
half of the American people live in only 140 
metropolitan districts of 50,000 population or 
more. There are, moreover, many “rural” areas 
which are, in fact, closely connected to a nearby 
city. During and since the war it is probable 
that the metropolitan areas have become even 
more important as industrial and residential 
centers.

Since the urban community and its charac
teristics play such a large role in our society, 
it is evident that not only the city dweller but 
citizens of all areas should be vitally interested 
in the cities as places in which to live and work. 
The rural manufacturer is directly concerned 
with the city because it is a source of supply and 
a big customer. Holders of city mortgages and 
municipal securities are concerned with urban 
real-estate values and revenues dependent on 
them. The state and Federal Government are 
concerned with the cities not only because they 
are interested in all the people’s welfare, but 
also because the inhabitants of the cities are 
a major source of revenue. Indeed, we can not 
have an efficient and prosperous national econ
omy unless the cities are efficient and pros
perous.

Why City Planning?

It is not long ago that many millions of 
Americans still thought of the farm community 
as “back home” and of city life as a romantic 
adventure in a glittering new world. Almost 
faster than we as a nation have been able to 
change our attitude toward the cities from that 
which prevailed in the rural economy, the cities 
have begun to show signs of old age—not quaint 
and graceful remnants of the past, like colonial 
homes and ornate hitching posts in narrow 
alleys, but an ugly, accelerating obsolescence 
that strikes at the very core of the community. 
This is not the problem of slum areas alone, 
though that is a part of it; nor is it only the 
problem of motor traffic, one of its most obvious 
manifestations. It is a problem that permeates 
every aspect of city life and even reaches out 
into areas beyond the city proper. The plain 
fact is that the life and work of the cities, includ
ing the bulk of the nation’s economic activity, 
are outgrowing their physical environment.

City planning is the job of creating a workable 
program that will bring cities up to date, of

anticipating business and industrial growth, and 
of developing the facilities that it will require. 
Although often faced with seemingly impossible 
situations, the city planner does not aim to tear 
down whole cities and build anew. He does not 
want to abondon entire communities and con
struct new towns consisting chiefly of clover- 
leaf intersections and air-fields, as pictured in 
the Sunday rotogravures. His aims are to keep 
and improve what is useful, to preserve and 
strengthen existing community institutions, re
move obsolete structures and outmoded trans
port facilities, and, where appropriate, rebuild 
limited areas for new uses. The rebuilding 
process is part of the allied task of city re
development. Planning is the strategy of urban 
modernization; redevelopment is its tactics. 
Both call for the cooperation of Government, 
private enterprise, and the individual citizen. 
Redevelopment may involve the familiar public 
projects of parks and highways: but it also in
cludes the development of commercial and in
dustrial areas, and residential communities. It 
is especially the latter possibilities which are of 
greatest interest to business.

City Problems

Beyond the initial stages of their develop
ment, almost all of our cities “just growed”— 
and, in contrast to old-world cities, grew very 
rapidly. William Penn had a plan for Phila
delphia when he founded it. Conceived in the 
slower tempo of those times, the plan failed to 
grow with the city and its technology, just as 
plans for other communities were soon forgot
ten. Towns grew into cities, cities expanded and 
became the hubs of vast metropolitan areas 
with little to guide them but the path of least 
resistance.

The enlargement of the city was necessary 
and desirable as America became more highly 
industrialized, but the haphazard manner in 
which it most often occurred was a wasteful 
process that is at the bottom of many present 
difficulties. The cities expanded with successive 
improvements in transportation, and areas out
side the center of the city were developed with 
little thought of integration. Land was used for 
inappropriate purposes. Speculative real-estate 
development, in which several areas competed 
with each other, was the rule. It left many 
owners high and dry with high-priced property 
that was worth improving only for business pur
poses for which it was ill-suited. Some parts of
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the center of the city, built for the business of 
a by-gone era, were abandoned. Population 
moved outward, first to the fringe areas of the 
city, later, with the coming of the automobile, 
beyond the city limits. This established a ring 
of more or less densely populated communities 
around the city, forming a metropolitan area, a 
large part of which was dependent on the city 
but outside its jurisdiction.

Zoning regulations were belated recognition 
that a more orderly development was necessary. 
But under the influence of speculation and ap
plied without experience, zoning often added 
to the difficulty. Envisaging, perhaps hopefully, 
commercial growth on a scale that could never 
occur, many areas were “overzoned”; that is, 
areas many times larger than the city could hope 
to support were designated as suitable for indus
trial and other business purposes. Apartment 
house areas were often too large and might 
have created an intolerable density of popula
tion had all the land where multiple-unit build
ing was permitted been so used. Too often the 
result of this policy was that many residential 
areas, especially those near the center of the 
city, which should have remained residential, 
experienced abortive atempts at commercializa
tion. A garage was built on a corner. Someone 
converted a first floor into a store. A tall apart
ment house was built, shutting out light from 
its neighbors. Residences lost value; their own
ers became reluctant to repair them. Those who 
could afford to do so left the neighborhood, and 
poorer families moved in. Some buildings 
crumbled and were not replaced. New building 
was ramshackle, often with the sole purpose of 
getting an ever greater number of tenants on a 
small lot.

Planless growth, the combination of unheeded 
technological development, obsolescence and 
overcrowding, in addition to the inevitable finan
cial problems it helped create, have given rise 
to a disease which few cities have escaped—a 
disease called “urban blight.” In its most ad
vanced stage it may be what is known as a slum 
area. But blight is by no means confined to the 
slums. It crops up in many sections, residential 
and commercial, where there are poor facilities 
for business and for living—overcrowding and 
filth. In the central city area the unsightly and 
inefficient parking lot is one of its characteris
tics. It exists when conditions are such that a 
neighborhood, caught in a spiral of deteriora
tion, is unable to help itself.

Also a result of planless growth, and in many 
cases a factor contributing to blight, is a traffic 
problem that is rapidly becoming intolerable. 
Driving a car through the central section of any 
large city is an ordeal of major proportions. 
Space in high-value areas is at a premium, and 
in the effort of each individual to use as much 
space as possible for building, the need for 
appropriate transportation facilities — which 
grew and changed as the city expanded and 
automobiles multiplied — was overlooked. In 
many areas streets and sidewalks have been 
taken over as private loading platforms. Para
doxically, as distasteful as crowding is, it has 
always been thought that a certain amount of 
congestion is good for business. Today, how
ever, vehicular traffic is threatening to choke 
the central city areas. Large stores are begin
ning to locate outside the main business district 
to allow space for easy access and parking.

Without proper planning for such decentrali
zation, commercial relocation may ruin residen
tial neighborhoods. Already many residential 
streets have been taken over as makeshift high
ways, because the logical commercial routes are 
often nonexistent, usually inadequate. It is not 
that we do not have enough streets; in some 
areas there are too many, and they conflict with 
each other. But they have not been laid out for 
efficient use by modern transportation. Their 
pattern is outgrown, and they are costing busi
nessmen money in lost trade, high delivery costs 
and property devaluation.

The concomitant effects of haphazard decen
tralization and blight are varied. The slum areas 
raise problems that are nonetheless serious be
cause they are familiar—a high disease rate and 
juvenile delinquency, for instance — human 
problems that have subtle economic counter
parts in the fields of labor relations and produc
tivity, as two among many. Free-for-all de
centralization of business firms attempting to 
follow population or avoid congestion frequent
ly involves unnecessary and costly duplication 
of public and business facilities. A more 
direct financial consequence of blight is that it 
costs the city government a disproportionately 
great amount to maintain a slum area, or an area 
in which considerable property is unfit for use. 
Tax revenues in blighted sections, on a per 
capita or per acre basis, seldom cover expendi
tures. This raises a problem that is intertwined 
with all those that have been discussed previous

Page 123
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



ly—city finance. In this field all the city’s diffi
culties merge and reappear in dollars and cents 
form.

How Finances Fit Into the Picture

American cities have been plagued by per
sistent financial difficulties that were apparent 
long before many of the more general urban eco
nomic ills were diagnosed. But failure to solve 
financial problems has accentuated the others 
and has made it impossible to stem the growth 
of blight and obsolescence. Cities have been 
caught in a vicious circle of events: the same 
forces causing losses of population and general 
deterioration in their physical condition have 
made it difficult to raise the funds necessary to 
correct the situation; yet attempts to solve their 
financial problems, particularly by the incur
rence of heavy debts, have served in many cases 
only to make the cities a less desirable place in 
which to live and work.

City spending has shown a chronic tendency 
to outstrip revenues. As cities grew and living 
standards improved, their populations and busi
nesses demanded more and more services and 
facilities—fire and police protection, sanitation, 
transportation, education, recreation. Eventu
ally, as improved transportation enabled city 
dwellers to move to the suburbs, the population 
within the legal limits of many municipalities 
stopped growing and some cities even experi
enced a decline. But the need for spending con-

CITY EXPENDITURES — 1945

Purpose Five largest cities*

Schools................................................................... 17.2
8 7
6.6

Health and hospitals.................................................................... 6.3
5 6
3 8
5.2

Total operations................................................................... 70.7%
Provision for debt retirement................................................... 9.4

5 6
2.6

11 7

Total expenditures............................................................... 100.0%

♦Data are for city corporations only.
Source: City Finances, 1945; Bureau of the Census.

tinued to rise. Not only were cities obliged to 
maintain existing services but they had to spend 
larger sums for things like public welfare, in
asmuch as the new families coming to the city 
usually were those with low incomes.

Cities, therefore, have faced ever-increasing 
costs. Dealing as they do with the daily needs of 
their citizens, they spend for a wide variety of 
purposes. And many of these expenditures, by 
their very nature, cannot be contracted without 
jeopardizing the well-being of the population.

At the same time, cities have had extreme 
difficulty obtaining current revenue. As an ex
ample, indicated in the accompanying chart, 
Philadelphia’s expenditures from the general 
fund, including those for debt service and capital 
outlay, have exceeded receipts nearly three- 
fifths of the time since 1920. In contrast to the 
wide variety of purposes for which cities spend, 
only a few sources of revenue have been tradi
tionally accessible, and these have proved in
adequate. ,

For years the property tax on real estate has 
been the principal source of city revenue, 
though its importance has been declining. The 
property tax suits the purposes of local govern
ments better than those of other governmental 
units, and to a certain extent provides a reliable 
flow of revenue to meet some of the more con
stant expenses. Yet, in practice, it is deficient in 
several respects even aside from difficulties of 
administration. Over the long run, migration 
to the suburbs has meant declining values of 
city property and heavier tax burdens on those 
remaining in the city. On the down-swing of the 
business cycle, property values decline just 
when revenues are hardest to obtain—and un
less tax rates are raised, returns dwindle. Even 
if rates are held constant the tax is more op
pressive in bad times than in good times. Delin
quencies rise in depressions; for example, in 
the early 1930’s one-fourth of Philadelphia’s 
current real-estate taxes could not be collected.

CITY REVENUES — 1945

Sources of Revenue Five largest cities*

Taxes:
63.4%
7.2
2.7
2.1

18.3
6.3

100.0%

•Data are for city corporations only.
Source: City Finances, 1945; Bureau of the Census.

Property taxes will remain an important 
source of city revenues, particularly if their ad
ministration can be improved. But cities have
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apt to fall most heavily on people with low in
comes. Some have pioneered with income taxes. 
In Philadelphia, a wage and earned income tax 
now supplies one-fourth of the city’s annual 
revenues. Incomes reflect trends in economic 
activity more closely than do property values; 
during the war and postwar periods, for ex
ample, income taxes helped greatly in meeting 
the rapidly rising costs of Philadelphia govern
ment. On the other hand, such a flat tax has 
disadvantages in that it impinges more heavily 
on small than on large incomes and does not 
cover certain types of unearned income.

Faced with continuing gaps between their ex
penditures and their revenues, cities have in
creasingly sought assistance from the Federal 
and state governments. In 1945, financial aid 
received by large cities amounted to more than 
one-sixth of their total revenues. The basic 
problem in inter-governmental financial rela
tionships has been that local units tend to be 
responsible for many more functions than they 
can finance without assistance. State and Fed
eral Government, on the other hand, have a 
larger number of reliable sources of revenue. 
The practice of raising funds at the Federal and 
state level and transferring them to the local 
level is preferable to a basic redistribution of 
governmental functions and the inevitable cen
tralization of power which would result. But 
another approach to the problem which is re
ceiving more and more attention, is to allocate 
the sources of revenue which local, state, and 
Federal Government should tap, making it pos
sible for cities to meet a greater proportion of 
their needs without outside help.

Not only have cities experienced difficulty in 
stretching current revenues to meet current ex
penditures, but they have incurred heavy long
term debts to finance capital expansion. As 
shown in the chart, Philadelphia increased its 
net funded debt throughout the 1920’s and early 
1930’s when deficits on current account were 
the rule. This, of course, intensified the problem 
of current finances in later years by adding to 
the expense for debt servicing. Throughout 
most of the 1930’s between 35 and 40 per cent 
of Philadelphia’s annual expenditures were de
voted to this purpose.

found that they must tap other sources of reve
nue to avoid recurring deficits. Some cities, par
ticularly the larger ones, have adopted sales 
taxes. These have helped to fill the gap, but are

States have attempted to restrict the incur
rence of excessive debt by imposing debt limita
tions—often a fixed percentage of the assessed 
valuation of property. The rapid rise of self
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supporting city enterprises and authorities is 
attributable in large part to the fact that debts 
of these organizations usually need not be in
cluded under the restrictions. The net long
term debt of such enterprises in 1945 amounted 
to 62 per cent of the total debt of the five largest 
cities.

New Horizons

It will take much more than a mere recital of 
physical and financial problems to begin to cure 
the cities’ ills. The cities will have to take a 
definite course of action — action to plan for 
growth and to redevelop blighted areas. How 
does one go about making a plan, and what does 
it mean to the city and its business?

In Philadelphia within the past month the 
story of city planning and redevelopment has 
been dramatized by the Better Philadelphia Ex
hibition, a large-scale effort to acquaint the pub
lic with problems and aims of planning activity. 
The visitor to that exhibit is shown the diffi
culties created by the haphazard expansion of 
the city—traffic congestion and various forms of 
blight. And he is shown what the city could look 
like by 1982—if the citizens of Philadelphia 
plan ahead and carry out redevelopment proj
ects. The city of thirty-five years from now is 
not unfamiliar, though many things are changed. 
Of 85 square miles now used for industrial pur
poses, nine are judged more appropriate for 
other uses and 28 square miles of additional in
dustrial space will be added, taking into con
sideration land contours, transportation, and 
availability of homes for workers. Room has 
been made for recreation areas throughout the 
city and these are plotted in accordance with 
healthful living standards. Commercial areas 
are matched with neighborhood and city needs 
according to known principles developed by 
market analysis. Provision is made for decen
tralization and increased population in such 
a way that new residential and commercial 
areas will be integrated with the whole plan. 
Transport facilities are enlarged by several 
means including provision for “special purpose” 
roads. Heavy motor traffic travels to residential 
areas and not through them, and shopping dis
tricts are shielded from strangulation by pro
vision of adequate space for parking.

The Philadelphia plan is drawn in terms of 
the metropolitan district of which the city is the 
center. This is necessary because of the inter

dependence of the city and the surrounding 
towns and suburbs. Naturally, jurisdictional 
problems are raised. The plan was made by the 
Philadelphia Planning Commission, a group of 
leading citizens and technicians established by 
the city government in 1942. Although it clear
ly has responsibilities to outside areas and must 
consider them, the Commission has no authority 
outside the city limits and no formal machinery 
for determining acceptance of its plans or receiv
ing suggestions. This is a problem common to 
city planning groups throughout the nation. It 
would be true of other cities in our own district, 
like Harrisburg and Lancaster, where the pro
portion of the metropolitan area population 
living within the city limits is 18 and 46 per cent, 
respectively. Clearly, the success of the plan
ning function and the execution of plans will re
quire close cooperation among local govern
ments covering an entire region. Legislation 
designed to facilitate such action might well be 
considered.

Also important to Philadelphia’s long-range 
plan, as it must be for any city, is the integration 
of public utility and highway projects with over
all development. Here government cooperation 
at the state and Federal levels is involved, both 
for planning and building and for financing. No 
modern city is a self-sufficient community. Just 
as state and Federal governments are concerned 
about the welfare of the cities, so the cities must 
look to state and Federal governments for advice 
and financial aid. It will be up to government 
officials and leading citizens of the communities 
involved to develop and to maintain cooperation 
without which all efforts would be extremely 
limited. A good start has been made in many 
cities.

The “diorama” of Philadelphia in 1982 is not 
a picture of a dream city, but it decidedly rep
resents a highly tentative plan—an indication as 
to what might be done based upon known archi
tectural and industrial techniques, estimates of 
industrial development, projection of population 
trends, and our existing mode of life. Undoubt
edly the plan will be changed continually. Yet 
the necessity for such a long-range, tentative 
plan—a “master plan”—is obvious. It is a goal 
toward which to aim, and it provides a general 
framework that permits co-ordination of specific, 
short-term projects. Leaders of the business 
community and the public at large have a vital 
concern in the master plan. In Philadelphia this 
is reflected in the membership of the Planning
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Commission and Redevelopment Authority, and 
by a list of contributors to the Better Philadel
phia Exhibition that includes scores of leading 
mercantile and manufacturing firms, civic organ
izations, and banking institutions. The prepar
ation of the master plan is more than a technical 
job requiring professional skill; it is that stage of 
city planning at which it must be decided what 
kind of a community is desired. It is essential 
that all groups share in making the choice.

The master plan is not a working model. Spe
cific public works projects to be submitted to the 
city government for approval and to contractors 
for bids must be mapped out for the immediate 
future. The Better Philadelphia Exhibition il
lustrated a typical approach to this problem. 
The Philadelphia City Planning Commission 
each year prepares a six-year program of public 
works expenditures, taking into consideration 
the city’s greatest needs and the availability of 
equipment, materials, and funds. Work ac
complished during the first year is removed from 
the next six-year plan in favor of new work. 
Projects which cannot be accomplished remain 
for a later date. The six-year plan is flexible. 
Urgent work not foreseen six years in advance 
may be substituted for previously planned pro
jects. The plan is drawn up on the basis of the 
needs of the city’s operating departments, but 
the requirements of the master plan are always 
in mind.

Public improvements for blighted areas will 
be included in the short-range plans; and such 
improvements will be part of a redevelopment 
process that demands the participation of many 
groups of citizens in the community. A neigh
borhood program requiring a minimum of dem
olition, for instance, might require joint action 
of all home-owners in a particular block. The 
redevelopment of a badly deteriorated central 
city area, however, will call for the participation 
of all types of private enterprise—builders, 
realtors, merchants, and bankers—and possibly 
the state or Federal Government. Extensive re
development of this type was made possible in 
Pennsylvania by the passage of the Urban Re
development Law in 1945. Several other states, 
including New Jersey, have legislation designed 
to accomplish the same purpose.

Why was legislation necessary? Why could 
not private enterprise go ahead and do the job 
by itself? Some efforts have been made in this

direction. However, in the most pressing cases 
it was simply not profitable for private enter
prise to do the job alone. And it was not profit
able chiefly because of the cost of land ac
quisition—the necessity for purchasing varied 
properties, owned by many different persons, 
some of whom invariably held out for exorbi
tant prices and many of whom had become own
ers at speculative prices, entirely out of line with 
current values. No one individual or group is 
responsible for overvaluation. It came about, 
as we have seen, through a combination of 
events connected with the rapid, unplanned 
growth of the city. But overvaluation has pre
vented modernization and rebuilding.

Most redevelopment laws, including the Penn
sylvania law, provide for the establishment of 
municipal redevelopment authorities, or their 
equivalents, which have the right to acquire land 
by eminent domain, if necessary, and sell it or 
lease it at reasonable cost to private interests 
who wish to develop it in conformance with city 
plans for its use. The procedure is as follows: 
the City Planning Commission certifies a blight
ed area to the Redevelopment Authority along 
with suggestions for its use as a commercial or 
industrial site or, perhaps, as a public park. The 
plans are drawn up and reviewed, and submitted 
to the city government for approval. In the 
event that the area is to be a park the process is 
relatively simple—the authority simply turns the 
land assembled for the purpose over to the ap
propriate public agency, which contracts for 
construction. In a commercial development, 
however, there will be many individuals and 
firms involved—the builders, the merchants, the 
realtors, and those who finance them. It is im
portant that all of these groups be in on the plan 
from the beginning. Needless to say, the develop
ment of new commercial, residential, or indus
trial areas is of vital concern to the entire busi
ness and financial community, not only to those 
who participate directly in it.

The redevelopment authority will, of course, 
take a “loss” on the resale of land. That loss 
will have to be financed with city, state, or 
Federal funds, or by borrowing. A considerable 
part of the “loss,” however, will be made up to 
the taxpayers over a period of years out of in
creased tax revenues from formerly blighted 
sections, especially commercial areas, and, in
directly, out of increased business that a more 
efficient city will make possible.
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Where Is The Money Coming From?

City planning must include fiscal planning. 
The process of reshaping our municipalities will 
demand huge sums of money for many years to 
come. Fortunately, cities emerged from the war 
in better financial condition than they have en
joyed for a long time. They have taken in larger 
revenues as a result of higher incomes and rising 
property values; they have retired and refunded 
into lower-rate issues large amounts of long
term debt; and some have accumulated sur
pluses.

Yet many pre-war financial problems may be 
expected to return, some greatly aggravated by 
the war. Even aside from extensive plans for 
city development, spending will be large for 
some time because of high prices of materials 
and wages. Philadelphia’s budget for 1948, for 
example, anticipates expenses considerably 
above 1947 mostly for this reason. Further
more, cities were forced to postpone many or
dinary maintenance expenditures during the 
war; the physical condition of streets, buildings, 
water, and sewer systems will have to be re
stored.

Solution of the financial problems of cities de
pends basically upon solution of their economic 
problems and upon successful city planning. 
Slum clearance, development of recreation areas, 
improvement of highways and transportation 
systems, will help to maintain high property 
values and high yields from property taxes. 
Creation of high-grade residential areas will 
help to check migration to the suburbs and con
sequent loss of revenues. If city planning fails, 
financial problems will be intensified. Revenues 
will be harder to obtain, greater aid will be re
quired, and heavier debts may have to be in
curred.

Financial planning, in turn, is essential for 
solving the redevelopment problems of the cities. 
First of all, the money necessary to carry out 
proposed plans must be raised. It appears, for 
instance, that funds for approximately two- 
thirds of the projects recommended and sched
uled by the Philadelphia City Planning Commis
sion for the period 1948-1953 are reasonably 
assured. These are to be financed by loans al
ready authorized, assessments against abutting 
property-owners for improvements, state or 
Federal aid, and self-supporting loans for water 
and sewer projects.

The problem of financing the remaining pro
jects is complicated by a wide variety of factors. 
How much can be raised by additional loans will 
depend in large part upon the city’s borrowing 
capacity. This will be governed by the level of 
property valuations and the rate at which out
standing debt can be reduced. Although prop
erty values may rise further, particularly if 
construction flourishes, it is not possible to rely 
upon this development to solve the problem. 
Moreover, state legislation has been proposed 
which would limit borrowing capacity to 12i/2 
per cent of average assessments of taxable real 
estate over the last ten years rather than 10 per 
cent of current assessed valuation of real and 
personal property as at present. This change 
would contribute to more stable borrowing 
limits from year to year, but would reduce bor
rowing capacity over the coming six-year period.

How the projects are to be financed will de
pend also on the trends of current revenues and 
expenditures. Sustained high levels of revenue 
will be needed to service whatever new debt may 
be incurred. To the extent that it is possible to 
finance the projects out of current revenue, of 
course, the total cost will be lowered. But it 
may be difficult enough to meet current expenses 
as they come due. Revenues have risen rapidly 
during the war and post-war periods, but costs 
have also advanced because of rising prices and 
wages. The squeeze on the city’s current posi
tion may become more serious if inflation pro
ceeds further. It would certainly become even 
more acute if business activity slumps and reve
nues fall off.

Raising the necessary funds is only one part of 
financial planning. Cities and other local gov
ernments are becoming increasingly aware of 
the impact of their financial operations on the 
nation’s economic activity. During most of the 
1920’s and part of the 1930’s, spending and tax
ing by local governments exceeded that by the 
Federal Government, and have always been 
larger than state expenditures and revenues. 
Although they are not nearly so important as be
fore the war and the depression, debts of local 
governments still constitute 5 per cent of total 
public debt.

Yet many cities and other local governments 
have not always regulated their finances with 
regard to the level of business activity and the 
flow of income. Anti-cyclical fiscal policies 
should involve spending during depressions and
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the exercise of economy during booms; taxing 
in such a way as to encourage consumption and 
investment during depressions but to discourage 
inflationary pressures in prosperity; borrowing 
from banks and wealthy individuals so as to in
crease the money supply and its circulation when 
business activity slumps, and paying off these 
debts when the level of activity is high. In gen
eral, the Federal Government has attempted to 
pursue such policies during the past two decades. 
Local governments, however, borrowed to ex
pand their spending throughout the 1920’s, 
while private business activity was also rising, 
and they paid off debt and curtailed their spend
ing in the depression when the economy most 
needed stimulation. In their search for reve
nues during the depression they often imposed 
new levies, such as sales taxes, which restricted 
private spending and fell heavily upon low-in 
come groups.

But it is more difficult for local units of govern
ment than for the Federal Government to pur
sue fiscal policies designed to promote stability 
of business activity. Many of their expenditures 
are inflexible and cannot be postponed until a 
depression comes. Expenditures are apt to lag 
considerably behind appropriations, and local 
officials often feel obliged to complete projects 
regardless of appropriate timing. Adminis
trative difficulties complicate the flexible ad
justment of property taxes to the immediate 
situation. Borrowing is difficult in depressions 
and easier in prosperity. Finally, an individual 
city cannot act alone to combat depressions, for 
it would soon lose funds to other areas and ex
haust its resources.

By working together, however, all units of 
local and state government, aided by the Federal 
Government, can regulate their finances in such

a way as to help minimize swings of the busi
ness cycle. Application of such a policy today 
means postponement of capital expansion wher
ever possible until costs decline; maintenance of 
tax rates, reduction of debts, and accumulation 
of surpluses as long as incomes and property 
values remain high. Although it is not now in 
sight, the time may very well come when our 
economy will need the stimulation which city 
improvement and expansion can provide. Con
struction costs will be lower and cities will be 
in a strong financial position by dint of conserv
ative policies pursued during the preceding 
boom. The role of financial planning embraces 
not only the immediate problem of raising the 
funds for city development, but also the broader 
responsibility for the stability of the economy.

****«*«

The cities are just beginning to adopt that 
scientific and forward-looking approach which 
has long been an integral part of modern busi
ness operation. Next month’s Business Review, 
for instance, will give the results of a survey, 
now in process, of plant and equipment ex
penditures planned by Philadelphia manufac
turers. More modern factories will help to 
make the city a better place in which to work; 
but unless the industrial and business environ
ment is also improved and the city made a 
better place in which to live, some of the gain 
may be lost. The start that Philadelphia and 
several other cities have made toward the im
plementation of a practical plan for city develop
ment is encouraging. No city can live in the past, 
no matter how great its heritage. The participa
tion of the leaders of business, banking, and 
community life in the process of planning and 
redevelopment will enable the cities and their 
governments to meet the future with confidence.
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BUSINESS STATISTICS
Production

Philadelphia Federal Reserve District
Production Workers in Pennsylvania 

Factories
Adjusted for seasonal variation Not adjusted

Indexes: 1923-5 = 100 Sept.
1947

Aug.
1947

Sept.
1946

Per cent ch
Sept. 1947 

from

ange
1947
from

9
mos.
1946

Sept.
1947

Aug.
1947

Sept.
1946

Mo.
ago

Year
ago

INDUSTRIAL PRODUCTION 109p 107 106r +1 + 2 + 5 mp 108 108r
MANUFACTURING................ 110p 109 106r +1 + 3 + 7 113p 110 108r

117p 113 118r 4- 4 - 1 + 7
99p 100 94 - 1 + 5 + 4

Metal products......................... 135' 132r 131 + 3 + 3 +31 137 138r 133
Textile products....................... 67p 71 70 - 5 - 4 - 1 68p 67 71
Transportation equipment.. . 148p 139 163r + 7 - 9 -30 139p 132 154r
Food products........................... 123p 126 101 r - 2 + 21 + 7 139p 131 113
Tobacco and products............ 10.' 109 102 - 2 + 4 + 1 123 117 118
Building materials................... 46p 44 47 + 4 - 3 +10 5 0p 50 51
Chemicals and products......... 180p 175 163r + 3 + 10 +15 178p 176 162r
Leather and products............. 88p 90 71 - 3 + 24 + 12 96p 92 78
Paper and printing.................. 125 121r 120 + 3 + 4 + 2 124 118 119

Individual lines
Pig iron....................................... 109 113r 101 - 3 + 8 +21 103 99 r 95
Steel............................................. 116 112r 110 + 3 + 5 +24 110 114r 105
Iron castings.............................. 86 91 82 - 5 + 6 +14 87 88 82
Steel castings............................. 118 124 124 - 5 - 5 + 8 107 119 113
Electrical apparatus................ 187 181r 184 + 4 + 2 +43 206 200 202
Motor vehicles.......................... 54 54 r 26 + 1 +110 +66 47 45 r 22
Automobile parts and bodies.. 146 143 r 136 + 3 + 8 +25 139 134 r 129
Locomotives and cars............. 59 56 67 + 6 - 11 +11 57 56 64

+12 — 29 -57
Silk manufactures.................... 84 85 84 - 2 0 - 2 84 83 84
Woolen and worsteds............. 59p 62 67 - 5 - 13 - 2 64p 64 74
Cotton products....................... 40 42 55 - 3 - 27 -14 38 38 52
Carpets and rugs...................... 87p 97 74 -10 + 17 +25 92p 90 78
Hosiery....................................... 72 80r 74 -10 - 2 - 5 72 70r 74
Underwear.................................. 136 142 138 - 4 - 2 - 7 136 132 138
Cement........................................ 66p 61 71 + 7 - 6 +10 77p 77 83
Brick............................................ 58 56 r 59 - 1 + 9 59 59 60
Lumber and products............. 27 27 27 - 1 0 + 4 28 29 28

_ 2* _ 4+ — 4* 111 113 116
Slaughtering, meat packing. . 103 99 32 + 4 +225 + 5 107 88 34
Sugar refining............................ 106 111 47 - 4 +128 +21 91 95 40
Canning and preserving......... 189p 201 155 - 6 + 22 +17 254p 225 200
Cigars.......................................... 106 109 102 - 3 + 4 + 1 123 117 118
Paper and wood pulp............. 96 94 r 89 + 3 + 9 + 4 96 94 r 89
Printing and publishing......... 131 127 126 + 3 + 4 + 2 130 123 125
Shoes............................................ 86p 90 92 - 4 - 6 -15 99p 97 105
Leather, goat and kid............. 90p 90 51 - 1 + 77 +62 93p 87 53
Explosives.................................. 109 120r 90 - 9 + 21 +25 109 120r 90
Paints and varnishes............... 112 lllr 105 +1 + 7 +14 107 114r 99
Petroleum products................. 244p 235 222 r + 4 + 10 +n 246p 236 225r
Coke, by-product..................... 186p 171 171r + 9 + 9 +28 179p 168 165

COAL MINING.......................... T7p 76 82 + 1 - 6 - 5 77p 76 82
Anthracite.................................. 77 72 79 + 7 - 3 - 7 77 72 79
Bituminous................................. 80p 105 108r -24 - 27 +14 81p 98 lllr

CRUDE OIL................................ 286 279 312 r + 2 - 8 - 6 286 279 312r
ELEC. POWER—OUTPUT. . 483 481 435 r 0 +11 + 9 474 457 426 r

Sales, total................................. 475 473 434 0 + 10 + 9 470 449 429*
Sales to industries.................... 329 333 321 - 1 + 2 + 9 349 343 340

BUILDING CONTRACTS
TOTAL AWARDS!................... 140 143 149 - 2 - 6 - 8 136 139 145

Residential!................................ 91 68 125 +35 - 27 -24 108 76 147
Nonresidential........................... 139 150 142 - 8 - 3 -10 130 138 134
Public works and utilities!. . . 250 370 176 -33 + 42 +75 227 322 160

* Unadjusted for seasonal variation. p—Preliminary,
t 3-month moving daily average centered at 3rd month. r—Revised.

Local Business Conditions*
Percentage 
change— 

September 
1947 from 
month and 
year ago

Factory
employment

Factory
payrolls

Building
permits
value

Retail
sales

Debits

Aug.
1947

Sept.
1946

Aug.
1947

Sept.
1946

Aug.
1947

Sept.
1946

Aug.
1947

Sept.
1946

Aug.
1947

Sept.
1946

Allentown........... 0 + 9 - 1 +26 - 47 + 26 +20 +17 - 1 + 9
Altoona............... + 4 - 9 + 4 - 3 +125 +343 +22 + 3 + 3 + 3
Harrisburg......... + i 0 + I +12 - 55 - 66 +35 +14 +10 +13
Johnstown.......... +1 +« 0 +23 - 18 + 18 +19 +19 + 2 +19
Lancaster............ 0 +1 + 4 +24 + 85 +239 +26 + 6 + 4 +u
Philadelphia.... + 2 - 1 + 4 + 9 - 26 +158 +56 + 7 + 9 + 7
Reading............... + 1 - 5 + 4 +17 + 17 + 37 +23 + 6 + 3 +17
Scranton............. 0 +10 + 4 +28 + 88 +117 +29 + 3 +10 +1

+262 +297 +24 + 4
Wilkes-Barre.... + i - 3 + 2 +14 + 41 +591 +38 + 9 +16 + 14
Williamsport... . 0 -13 + 2 + 2 - 32 + 90 - 2 +13
Wilmington........ + 1 - 2 + 2 +12 + 22 + 16 + 9 +14 +23 - 7
York..................... + 1 - 5 + 3 + 4 +266 +440 + 6 - 1 +1 + 2

* Area not restricted to the corporate limits of cities given here

Summary Estimate—September 19^7

Employ
ment

Weekly
Payrolls

Weekly
Man-Hours

Worked

All manufacturing............. 1,106,000 $52,687,000 43,386,000
Durable goods industries. 
Nondurable goods.

627,300 32,692,000 24,565,000

industries.......................... 479,600 19,996,000 18,821,000

Changes in Major Industry Groups
Employment Payrolls

Indexes
(1939 average =100)

Sept.
1947
In
dex

Per cent 
change 
from

Sept.
1947
In
dex

Per cent 
change 
from

Aug.
1947

Sept.
1946

Aug.
1947

Sept.
1946

All manufacturing................. 129 +1 + 1 274 +2 +14
Durable goods industries... 
Nondurable goods

155 0 0 311 +i +14

industries.............................. 106 +i + 2 229 +4 +15
Food........................................... 134 +5 + 9 254 +6 +26
Tobacco..................................... 101 -1 + 9 218 + 1 +16
Textiles..................................... 82 +1 - 3 193 +5 + 12
Apparel..................................... 94 0 + 5 216 +3 +13
Lumber..................................... 91 +1 - 1 184 -3 + 7
Furniture and lumber prods. 95 0 - 3 214 +3 + 9
Paper.......................................... 119 -1 0 246 +2 +14
Printing and publishing.... 140 +2 + 6 278 +7 +22
Chemicals................................. 121 +2 + 4 238 -1 +16
Petroleum and coal prods... 148 0 + i 271 +3 +15
Rubber...................................... 159 +1 -12 321 +3 -11
Leather...................................... 96 +1 0 195 +5 +12
Stone, clay and glass............. 135 0 - 2 270 +1 + 9
Iron and steel.......................... 139 -1 0 274 -1 +15
Nonferrous metals................. 154 0 - 2 291 +2 + 8
Machinery (excl. electrical).. 203 +1 + 7 406 +2 +18
Electrical machinery.............
Transportation equip.

228 +1 0 471 +3 +18

(excl. auto).......................... 215 +3 -18 379 +5 -14
Automobiles and equipment 192 +8 +22 398 +4 +43
Other manufacturing............ 136 + 1 - 3 254 +2 + 4

Average Earnings and Working Time

Sept. 1947
Per cent change 
from year ago

Weekly
Earnings

Hourly
Earnings

Weekly
Hours

Aver
age Ch’ge

Aver
age Ch’ge

Aver
age C.h’ge

All manufacturing. . .. $47.60 +13 $1,214 +12 39.2 + 1
Durable goods indus. 
Nondurable goods

52.12 +13 1.331 +12 39.2 +1
industries................... 41.69 +13 1.062 +12 39.2 0

Food................................ 42.42 +16 1.024 +14 41.4 +2
1 obacco.......................... 28.36 + 6 .744 + 6 38.1 0
Textiles.......................... 42.14 +15 1.072 +13 39.3 +2
Apparel.......................... 32.46 + 8 .876 + 9 37.0 -2
Lumber...........................
Furniture and lumber

37.67 + 9 .937 + 5 40.2 +3

products..................... 41.66 +12 .967 + 9 43.1 +3
Paper............................... 44.61 + 15 1.029 + 12 43.3 +2
Printing & Publishing. 56.04 +15 1.416 +18 39.6 -2
Chemicals......................
Petroleum and coal

46.86 +11 1.147 +13 40.8 -1

products.................... 55.65 +14 1.448 +16 38.4 -2
Rubber........................... 50.17 +1 1.308 + 3 38.4 -2
Leather........................... 34.83 +12 .946 + 9 36.8 +3
Stone, clay and glass. . 45.79 +11 1.148 +11 39.9 0
Iron and steel............... 53.15 + 15 1.390 +13 38.2 +2
Nonferrous metals.. . . 49.16 +10 1.276 +10 38.5 -1
Machinery (excl. elec.) 50.65 +10 1.279 +11 39.6 -1
Electrical machinery.. 
Transportation equip.

57.81 +17 1.446 +15 40.0 +2

(excl. auto)............... 53.78 + 4 1.393 + 5 38.6 -1
Automobiles & equip.. 57.04 +17 1.336 +15 42.7 +2
Other manufacturing.. 39.09 + 8 1.051 +11 37.2 -3
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Distribution and Prices
Per cent change

Wholesale trade 
Unadjusted for seasonal 

variation

Sept. 1947 
from

1947
from

9
mos.
1946

Month
ago

Year
ago

Sales
Total of all lines................... +17 +10 + 6
Dry goods............................ +20 + 8 + 7

+ 6 
+13

+10
+12Groceries.............................. - 1

Hardware............................. +37 + 5 + 7
Jewelry.................................. +65 -15 -14
Paper..................................... + 8 +26 +29

Inventories
+ 1 
- 5

+31
+30

— 3 +35
+34+ 7

+ 1 +47
-11- 2

Paper..................................... +n +46

Source: U. S. Department of Commerce.

Sept.
1947

Per cent change from

Prices Month
ago

Year
ago

Aug.
1939

Basic commodities
(Aug. 1939=100).. . . 322 + 5 +34 +222

Wholesale
(1926=100)................ 157 + 2 +27 + 57
Farm............................ 186 + 3 +21 + 86
Food.............................. 179 + 4 +36 + 79
Other............................

Living costs 
(1935-1939=100).. . .

138
Aug.

+ 2 +23 + 38

United States............. 160 + 1 +n + 63
Philadelphia............... 160 + 1 +n + 63
Food............................ 192 + 1 + 13 +106
Clothing..................... 182 0 + 15 + 83
F uels........................... 128 + 3 + 7 + 32
Hou8efurnishings. . . 182 0 +13 + 81
Other.......................... 138 0 + 9 + 37

Source: U. S. Bureau of Labor Statistics.

Adjusted for seasonal variation Not adjusted

Indexes: 1935-1939=100 Sept.
1947

Aug.
1947

Sept.
1946

Per cent ch

Sept. 1947 
from

ange

1947
from

9
mos.
1946

Sept.
1947

Aug.
1947

Sept.
1946

Month
ago

Year
ago

RETAIL TRADE

Sales
Department stores—District........................ 268p 258 245r + 4 + 9 + 10 268p 193 245 r

Philadelphia............... 243 221 224 +10 + 8 + 10 245 157 227
Women’s apparel f............................................ 251 218 261 +15 - 4 - 4 266 183 280
Men’s apparel................................................... 285 224 264 +27 + 8 + 9 265 163 244
Shoe...................................................................... 209 201 r 212 - 2 0 247 I65r 251

+26* + 15*

Inventories
21lp 206 210 + 2 + 1 232p 214 230r
198' 196 198 + 1 0 222 205 222
194 195t 251 f 0 - 23 221 216 r 286
143 150r 72 - 5 +100 147 149 r 74

+ 1* + 12*

FREIGHT-CAR LOADINGS
132 145 135 - 9 _ 2 + 12 148 147 151

Merchandise and miscellaneous................... 126 131 128 - 4 - 1 + 11 138 135 139
Merchandise—l.c.l............................................ 91 88 93 + 3 - 2 - 3 94 88 96
Coal...................................................................... 145 170 156 -14 - 7 + ii 160 155 172
Ore........................................................................ 163 191 154 -15 + 6 + 40 262 285 248
Coke..................................................................... 161 185 180 -13 - 10 + 32 171 172 191
Forest products................................................ 89 90 88 0 + 1 - 4 112 109 110
Grain and products......................................... 119 151 107 -21 + 11 + 8 118 147 106
Livestock............................................................ 84 89 42 - 5 +101 - 20 101 85 50

MISCELLANEOUS
Life insurance sales......................................... 179 201 207 -11 - 13 - 9 158 169 182
Business liquidations

-24* +223* +262* 19 25 6
-78* + 72* +101* 7 30 4

Check payments............................................... 240 216 235 +n + 2 + 4 216 192 211

* Computed from unadjusted data. p—Preliminary. r—Revised,
t Indexes have been revised: earlier data may be obtained upon request.

BANKING STATISTICS
MEMBER BANK RESERVES AND RELATED FACTORS

Reporting member 
banks 

(Millions $)

Oct.
22,

1947

Changes in—

Four
weeks

One
year

Assets
Commercial loans.................. 461 + 4 + 59
Loans tp brokers, etc............ 39 +11 + 8
Other loans to carry secur— 20 + 5 - 9
Loans on real estate.............. 78 - 1 + 12
Loans to banks....................... 1 - 3 - 1
Other loans............................... 224 + 9 + 45

Total........................................ 823 +25 +114

U. S. Govt, securities............ 1,487 + 2 -221
Other securities..................... 263 + 9 + 20

Total investments................ 1,750 +11 -201

Total loans & investments.. 2,573 +36 - 87
Reserve with F.R. Bank .... 491 + 6 + 24
Cash in vault.......................... 43 - 2 + i
Balances with other banks... 107 +13 + 5

53 + 2

Liabilities
Demand deposits, adjusted. . 2,095 +39 + 96
Time deposits.......................... 422 - 1 + 26
U. S. Government deposits . . 43 +14 -189
Interbank deposits................. 368 - 7 + 4
Borrowings............................... 11 +u + 5
Other liabilities....................... 25 - 1 — 4
Capital accounts.................... 303 + 2

Third Federal Reserve District 
(Millions of dollars)

Sources of funds:
Reserve Bank credit extended in district. . 
Commercial transfers (chiefly interdistrict) 
Treasury operations..........................................

Total....................................................................

Uses of funds:
Currency demand................ .............................
Member bank reserve deposits......................
“Other deposits” at Reserve Bank...............
Other Federal Reserve accounts...................

Total.......................... m . ...............................

Changes in weeks ended— Changes 
in four 
weeksOct. 1 Oct. 8 Oct. 15 Oct. 22

+1
+1 
+ 3

-17 
+14 
+ 5

+24 
-49 
+ 9

+ 8 
- 7 
-10

+27
-27

+ 5 + 2 -16 - 9

- 4 
+ 9

+ 1 
+ 1

+ 1 
- 1

-11 
- 5

-13 
+ 4

+ 5 + 2 -16 - 9

Member bank 
reserves 

(Daily averages; 
dollar figures in 

millions)

Held
Re

quired
Ex
cess

Ratio
of

excess 
to re
quired

Phila. banks
1946: Oct. 1-15 .. $410 $403 $ 7 2%
1947: Sept. 1-15.. 424 419 5 1

Sept. 16-30.. 429 422 7 2
Oct. 1-15.. 437 428 9 2

Country banks
1946: Oct. 1-15 .. $392 $335 $57 17%
1947: Sept. 1-15 .. 394 344 50 14

Sept. 16-30.. 401 347 54 16
Oct. 1-15.. 400 349 51 15

Federal Reserve 
Bank of Phila. 
(Dollar figures in 

millions)

Oct.
22,

1947

Changes in

Four
weeks

One
year

Discounts and advances $ 21.0 $ + 16.9 $+ 2.0
Industrial loans............. 1.9 + 0.0 + 0.9
U. S. securities............... 1520.1 -166.5 - 99.2

Total............................... $1543.0 -$149.6 $- 96.3

Fed. Res. notes.............. $1648.4 -$ 9.7 $- 8.4
Member bank deposits. 833.7 + 3.7 + 37.8
U. S. general account. . 33.8 - 29.7 + 6.0
Foreign deposits............. 31.4 + 2.8 - 10.6
Other deposits................ 1.9 - 0.1 - 0.3
Gold certificate reserves 1002.2 +109.6 + 105.1
Reserve ratio.................. 39.3% +4.7% +3.8%
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