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Framework for Growth

Today metropolitan Philadelphia stands on the
threshold of a tremendous industrial expansion. Within
the month ground has been broken for the building of a
great steel center in lower Bucks County, not far from the
Philadelphia city limits. Other steel interests have an-
nounced plans to build new plants in the Philadelphia
area on the New Jersey side of the river. Already many
associated industries are announcing plans to build in this
area. The benefits of this expanded economic activity will
be felt throughout Philadelphia and its environs.

If Philadelphia is to prosper under this develop-
ment—provide good streets and traffic control; water; col-
lection of wastes; fire, police and health protection; and
meet the other standards that modern citizens require of
local government—the basic provisions for our city govern-
ment will need to be modernized.

At a special election on April 17, 1951, the voters
of Philadelphia will have an opportunity to adopt a new
charter. For the past year and a half the Home Rule
Charter Commission appointed by the Mayor and the
President of City Council, have been analyzing the detects
in the structure of our city government. To correct these
shortcomings, they have solicited, and received, the sug-
gestions of interested citizens, have examined the charters
of other large cities, have caused special research studies
to be made, and benefitted from the advice of officials here

and elsewhere whose counsel they have sought.

Their work represents the first full-scale, construc-
tive attack on some of the failures in our present City
Charter that have become so clear to all since the dis-
closures of the Committee of Fifteen.

It is significant that the members of the Home Rule
Charter Commission have approached their task in a non-
partisan spirit. Although they are all registered voters of
Philadelphia and are nearly equally divided between the
two major parties, they never divided in votes in the Com-
mission on partisan lines. Moreover, the Charter, as filed,
was approved by the Commission unanimously.

The Philadelphia Committee of the Pennsylvania
Economy League, believing that the proposed Home Rule
Charter is greatly superior to our present Legislative
Charter, recommends a “yes” vote on all three questions
before the electors on April 17th. These questions are:

Question No. 1

Shall thﬁ “Philadelphia Home Rule Charter” filed by the
Philadelphia Charter Commission with the Council of the
City of Philadelphia on February 14, 1951, be adopted?
) AN ' Yes [[] No

Question No. Z

Shall the proposal to elect 10 district councilmen (each
voter to vote for 1) and 7 councilmen-at-large (each voter
to vote for 5) as provided in “Alternative A-1,” filed with
the Council on February 14, 1951, be adopted?
Yes No
(A vote “No” will favor the insertion in the Charter
of “Alternative A-2," providing for the present

system of electing 22 district councilmen.)

Question No. 3
Shall the Receiver of Taxes (called “Revenue Commus-
sioner” in the proposed Charter) be appointed by the Da-
rector of Finance with the approval of the Mayor as
provided in “Alternative B-1,” filed with the Council on

February 14, 19512 Yes [} Neo
(A vote “No” will favor the insertion in the Charter

of “Alternative B-2,” providing for election as at

present.)
Some of the more important points at which the

proposed charter is superior to what we now have will be
discussed in this and succeeding bulletins.

I. Financial Provisions

The proposed Home Rule Charter for Philadel-
phia goes a long way to correct many serious financial
shortcomings of our present Charter. The new provisions
should result in greater control over revenue collections,
real auditing of expenditures, realistic budgeting, a proper
accounting for city-owned property.

Financial Administration Under T he Mayor

Providing the next Mayor, as Chief Executive, with
modern tools of financial administration, is one of the most
important steps in the proposed new Charter. The Mayor
would appoint a Director of Finance, from a list of three
names to be submitted by the Finance Panel, who would
be the “chief financial, accounting and budget officer of
the city.” The Finance Panel, under the proposed charter,
1s to consist of the Dean of the Wharton School of Finance
and Commerce of the University of Pennsylvania (chair-
man), the President of the Philadelphia Clearing House
Association, and the Chairman of the Philadelphia Chap-
ter of the Pennsylvania Institute of Certified Public Ac-
countants. These men are technicians in the field and
should be able to nominate for the Mayor’s consideration
persons who are well qualified by training and experience
to serve as Director of Finance, regardless of their political
activity. ; The Director of Finance would then appoint,
with the approval of the Mayor, the heads of the two de-
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partments which he supervises: the Department of Collec-
tions which is responsible for collecting all taxes and
other revenues due the City, and the Procurement Depart-
ment which is responsible for the purchasing of supplies,
materials, equipment, utility services, printing, the main-
tenance of city storehouses and control over the commodi-
ties stored in them, and the sale of surplus city property.
The Procurement Department is also to compile and
maintain current and comprehensive records of all the
real and personal property owned by the City, and it is to
let all contracts to be paid for with city funds, after ad-
vertising and the receipt of competitive bids.

Elimination of Elected Receiver of Taxes

The Charter Commission recommends to the voters
the elimination of the elected office of Receiver of Taxes.
In considering this question, it is well to recall that the
office 1s not one of wide policy-making significance, but
rather a very important and technical one of administra-
tion. It is also worth noting that the chief tax collecting
officials of the United States and the Commonwealth of
Pennsylvania—the Secretary of the Treasury and the Sec-
retary of Revenue—are not elected but rather appointed
by their chief executives.

Under the present charter, although the Mayor 1s
designated “Chief Executive” he has been largely denied
the modern tools of financial management that would en-
able him to be the chief executive in fact as well as 1n
name. For example, some of the City’s chief financial of-
ficers who handle parts of financial administration that
should be under the Mayor are now independent. The
independently elected Controller is now the chiet accoun-
ting officer of the City, and the independently elected Re-
ceiver of Taxes is now the principal revenue collecting
agent of the City. The Mayor’s responsibility tfor the
preparation of the executive budget is, at present, shared
with City Council through the recently created Budget
Research Board.

Elimination of Inconsistencies

Some of the greatest defects in the present Charter
are inconsistent, ambiguous and unsound financial pro-
visions, of which undoubtedly the most glaring example 1s
the requirement that the elected City Controller be both
the chief bookkeeper and also the auditor. It is futile to
expect an independent audit under such circumstances.

The proposed Charter would correct this situation
by leaving with the elected Controller the auditing func-
tion but giving the responsibility for the design, improve-
ment and supervision of a uniform accounting system to

the Director of Finance, under the Mayor.

Improved Accounting Methods

The disclosure of widespread embezzlement in re-
cent years in such city departments as Receiver of Taxes,
Supplies and Purchases, Health and others, have pointed
to the need for better accounting and better auditing
methods, among other things.

The facts in this situation have been well es-
tablished. In 1949 the national accounting firms of Price,
Waterhouse & Company, Ernst & Ernst and Peat, Mar-
wick and Mitchell, each operating independently, reported
that their analysis of the records in the Office of Receiver
of Taxes concerned with real estate taxes, with water and
sewer revenues, and with the wage tax were lacking in the
basic accounting controls. For instance, one of the
auditor’s reports said in speaking of the wage tax “The
absence of adequate controls over the tax liability and

collection of taxes, the deficiencies in the accounting and
office procedures and methods, and the poor condition of
the records and data of the Bureau create a situation
which, in our opinion, offer opportunities for substantial
embezzlements with little chance of detection.”

It was also pointed out by the auditors that am-
biguity exists in the present charter and other statutory
provisions relating to the accounting and other financial
responsibilities of the Receiver of Taxes and the City Con-
troller. This ambiguity partially explains the already
noted shortcomings of the accounting system.

Under the proposed new charter this ambiguity has
been removed. The Director of Finance has the exclusive
power to prescribe the city’s accounting system and his
exercise of the power has been given real “teeth” by the
provision, that if any agency fails to comply with the ac-
counting requirements of the Director of Finance, he may
decline to approve any requisition for the payment of
money from an appropriation to such agency.

Strengthened Provisions for Auditing

Events of the past few years have clearly shown
that the auditing responsibilities of the City Controller
have not been exercised in the usual meaning of the term.
Thus, the Special Grand Jury in its final presentment of
May 27, 1949, said ‘“‘actually, it appears to be an undis-
puted fact that during Mr. Marshall’s entire term of office
(Receiver of Taxes) prior to 1948, no audit was made
whatever of any of his accounts by the City Controller
other than the daily check of the cashier.”

P Several facts explain this failure to make proper
audits:

1. The present charter provisions on auditing
are not modern in terminology or clear 1n
meaning.

2. The Controller has not received sufficient
funds for the employment of auditors.

3. There have not been sufficient auditors with
proper qualifications.

~ Thus, while City Controllers have had the duty of
making audits, they have not had the funds nor the staff
to permit them to carry out this duty.

- The proposed charter would aid in correcting this
situation by the following provisions:

. The Auditing Department of which the
elected City Controller is the head “shall
audit at least annually the affairs of every
officer, department, board, including the ac-
counts of any board of directors of city
trusts, and commissions of the City and, as
far as may be necessary, the accounts of any
other agency receiving an appropriation
from the City . . . an audit report shall be
made on every audit . . . copies of all audit
reports made by the Auditing Department
shall be promptly submitted to the Mayor
and to the Council.”

2. ""T'he amount appropriated to the Auditing
Department shall be adequate to enable the
City Controller to perform the duties
of his office and of the Auditing Depart-
ment. Should the Council fail to make an
adequate appropriation to the Auditing De-
partment, the City Controller may petition
any Court of Common Pleas of Philadel-
phia County for a mandamus to the Council
to perform its duty under this section.”

3. “The City Controller shall appoint a certi-
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fied public accountant as his deputy 1in
charge of auditing and the auditors regularly
employed by the Auditing Department shall
be either certified public accountants, or
graduates of colleges or universities who
majored in accounting.” Many city charters,
including the present Philadelphia charter,
provide that certain members of a board of
health must be licensed physicians, and that
the head of the City’s legal department must
be a lawyer licensed to practice before the
Supreme Court of the State, but to require
that the head of the City’s auditing stafl
must be a C.P.A. is a novel and forward-
looking charter provision.

4. “At least once in three years provision shall
be made for the payment of compensation
to a firm of certified public accountants to
make an examination of the manner in
which the Auditing Department performs
its auditing duties. The Council shall by
separate ordinance name the firm of certi-
fied public accountants to be engaged for
this purpose.”

5. Provision is also made for expert consulting
services for the Auditing Department: and
for an annual audit of the expenditures of

the Department.

Budgeting
The Mayor’s role as chief executive is materially
strengthened by the proposed charter’s provisions on op-
erating budgets. In the past, by means of an exceedingly
detailed budget which went so far as to specify in many
cases the number and title of jobs and the salaries of each,
the chief executive was placed in a financial straight-
jacket to a large extent.
By way of contrast, the proposed charter states:
“All appropriations shall be made in lump sum
amounts and according to the following classes of expendi-
tures for each office, department, board or commission:
(a) personal services. _
(b) materials, supplies and equipment.

(c) debt service.
(d) such additional classes as the Mayor shall

recommend in his proposed annual opera-
ting budget ordinance.”
This does not mean that the Mayor has a completely
free hand in financial matters, for he is subject to the fol-

lowing controls: * \
1. Council’s power to determine appropria-

tions.
9. Council’s power to make inquires and 1n-

vestigations. |

3. The requirement of the proposed charter
that the Mayor shall communicate to the
Council “such information on financial
matters as the Council may from time to

time request.” :
4. Annual financial statements requlred of the

Director of Finance by the proposed charter.

Annual audits by the Controller.
Continuing accountability to the voters, who
can remove him if he is unsatisfactory

through the recall provisions of the proposed

charter.
The proposed charter has a reasonably complete set

of provisions relating to a capital budget, compared to

S

only the bricfest reference to this matter in the present
charter.

Fidelity Bonds

The present charter requires fidelity bonds of cer-
tain city officers and employees, but in a detailed and
piecemeal fashion. For instance, the present charter says
that the City Treasurer and the City Controller shall “give
bond as now provided by law,” but it has no provision
specifically requiring a fidelity bond for the Director of
Supplies and Purchases. There is a general provision that
“Lvery officer or agent receiving moneys for the City and
payable to the City Treasurer shall give a bond for the
faithful performance of his duty” but experience has
shown that this wording is too narrow. For example, it
did not require a fidelity bond covering a city employee
who for years handled cash in a revolving fund.

The Charter Commission realized that the need to
protect the City through fidelity bonds will vary with cir-
cumstances, and that detailed requirements as to who shall
be bonded, and in what amount, should be avoided 1n a
fundamental document like a charter. The proposed
charter therefore contains a comprehensive requirement
that “Before entering upon the duties of their respective
offices or positions, the Managing Director, the Director of
Finance, the City Treasurer, the Personnel Director, all
department heads, and such other officers and employees
of the City, including those of the Council, as the Admin-
istrative Board shall determine, shall execute and file with
the Department of Records, corporate surety bonds, con-
ditioned for the faithful performance of their respective
duties in such penal sums as shall be fixed by the Adminis-
trative Board but the amount of the bond shall not 1n any
case be less than five thousand dollars.

All such bonds and sureties thereon shall, before
being accepted by the Department of Records, be ap-
proved by the Law Department.”

There 1s also a general provision requiring the Ad-
ministrative Board, (composed of the Mayor, Managing
Director and Director of Finance) to determine which
members of boards and commissions shall be covered by
fidelity bonds and 1in what amounts.

City Officers Forbidden to be Bond Brokers

- In the past there has been considerable criticism of
city officers and employees acting as brokers or agents on
bonds required for city officers or employees.

- The proposed charter seeks to end this activity by
stating “No officer or employee whose compensation is
paid out of the City Treasury shall directly or indirectly
be the broker or agent who procures or receives any com-
pensation 1n connection with the procurement of bonds
for City officers or employees.”
| ~There has also been objection in the past to requir-
ing city officers and employees, many receiving a very
modest salary, to pay the premiums on their fidelity bonds
from their own pockets. The proposed charter requires
the costs of such fidelity bonds to be paid by the city. -

The Cost of City Government
Under the Proposed Charter

| Certain provisions in the proposed charter will per-
mit a reduction in the cost of government. For instance,
the Receiver of Taxes now maintains 8 branch offices in
various parts of the city for the convenience of the tax-
paying public. To operate these branch tax offices in 1951
there was appropriated $107,302 for personal services and
$63,112 for rent. One provision of the proposed charter
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would permit City Council to close these branch offices and
save this money, by allowing banks in the city to receive
tax payments in much the same way they do for the Fed-
eral government. This decision will be up to City Council.

The salaries of department heads are set forth in
detail in the proposed charter, but these are to remain
only until “Council shall otherwise ordain.” Here again
an 1important decision is up to Council.

As already noted, Council is to provide for an audit
of the methods used by the Controller at least once every
three years. Whether it will be made with this frequency,
or annually, and whether the cost will be small or large 1s
again a decision to be made by City Council.

It 1s reasonable to believe that such costs of tighter

financial control will be money well spent in eliminating

the type of losses that are known to have occurred in the
past.

Certainly, under the proposed charter, the annual
expenditures for personnel administration will increase
from about $150,000 to about $250,000. This increase will
be necessary if Philadelphia is to enjoy the benefits of a
modern, well-rounded personnel program.

It is impossible for anyone to say at this time
whether the adoption of the proposed charter will increase
the cost of government in the City because that depends
on questions to be decided by future Mayors and City
Councils.

It is fair to say, however, that the proposed charter
is a basis for better governmental services to citizens of
Philadelphia for the same number of tax dollars.

Pennsylvania
Economy League

=

i Lo

The Pennsylvania Economy League, a voluntary, non-partisan association of
tax-payers, works for BETTER GOVERNMENT AT LESS COST. It believes
that taxes should be levied only to the extent necessary for efficient business
administration. It concerns itself with State and local expenditures, and with
the establishment of sound fiscal policies, through day-by-day study made in
cooperation with public ofhcials.
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