Memorandum "“3

Date: June 10, 2008
' Supplement to

B&F

Agenda Item No. 1(D})1

To: Honorable Chairman Bruno A. Barreiro
and Members, Board of County Comirnissioners

From: George M. Burgess
County Manager

Subject: Resolution 139-08

¢

| would like to clarify in response to Commissioner Gimenez' above referenced memo that a
comprehensive analysis of current economic conditions was prepared addressing concerns of the
potential impact from a significant downturn in the economy. A report and cover memorandum dated
May 5, 2008 was sent to Mayor Carlos Alvarez with copies to the Board of County Commissioners
(Attachment I).

The cover memorandum summarized the key findings of the analysis and noted recent trends in
mortgage foreclosures, personal and business bankruptcies, local labor market conditions and a
number of other local economic indicators. The report acknowledges the constraints that local
governments face in attempting to forestall the effects of a national recession, but describes the steps
that we are taking to address potential economic threats.

One of the more serious threats is the very sharp increase in mortgage foreclosure that Miami-Dade
has seen in the last few months, and the expectation that the level of foreclosures will be higher in 2008
than was experienced in 2007. An internal Foreclosure Assistance and Prevention Task Force has
been working on a series of recommendations to strengthen the County’s efforts in providing help to
local residents facing foreclosure and held its first meeting on May 14, 2008 (Attachment I1).

In addition, the County is working to significantly increase the level of construction spending on capital
projects funded from non-general fund sources, while maintaining strong fiscal controls and efficiencies.
The projections of local economic impacts from the anticipated capital budget indicate substantial
benefits in terms of jobs and household income. At the end of this month, sessions will be held with
senior staff to finalize the projects that will be part of our economic stimulus package.

Regular economic briefings tracking and analyzing local and national economic conditions have been
prepared and have been distributed to Board of County Commissioners as referenced in Resolution
139-08 (Attachment Ill). These reports are intended to keep the Mayor and the Board apprised of
economic conditions as well as important events likely to have a significant impact on the local
economy.

Attachments

AL
Jennifer Glazer-Moon, Director
Office of Strategic Business Management

cmo15208



ATTACHMENT 1

‘ - MIAMIDADE
Memorandum
Date: May 5, 2008 '
To: Honorable Carlos Alvarez
-Mayor
‘From: George M. Burges '
County Manager N

' Subject:  Econornic Impact of Recession on Miami-Dade County

For your information, we have prepared the attached report providing an analysis of current
- economic conditions and the potential local economic impacts of a national recession.

. The pace of economic growth in Miami-Dade County has markedly slowed since the spring of
2007, after three years of exceptionally robust economic recovery from the 2001 recession. The
local economy now finds itself buffeted by many of the same recessionary pressures affecting
the national economy. Although the County is facing the effects of a typical business cycle, the
‘County’s economic base remains strong and is expected to return to its positive long run trend.

- Among its key findings, the report notes that:
« Total payroll employment in February was virtually unchanged from February 2007. The
decline in the rate of growth in private sector jobs has led the decline in the overall pace
.of job creation. Payroll employment in the private sector actually declined by 1,800 jobs
" in February when compared to private sector employment a year earlier. {(February
marked first year-over-year, monthly decline since November 2003:) A series of other
indicators also suggest that local economic growth is coming to a halt.

'« Taxable sales in Miami-Dade compared to their levels a year earlier have been decllmng
since April of 2007, and when adjusted for price increases, taxable sales have been
declining since November of 2006.

» Economic activity .in the residential construction and real estate sectors has been
-Acontractlng for some time now:with no signs of.a. turnaround any. time soon. Resrden’ual. :
construction authorized by permits was down by 86 percent in the fourth quarter of 2007
when compared to 2006. Sales of existing single family home are at a virtual standstﬂl :
: wrth eX|st|ng home pnces down_approxmately 20 percentfromayearago. . .. ¢

,‘ _'foreclosures were recorded i in January and February of this year RN
. Almost 5,000 bankruptcy petitions were filed in 2007 in Miami- Dade - 45 percent more

~ ‘than in 2006. Just over 1,400 bankruptcy petitions were filed in the 3 months from

‘December through February — a.63 percent increase over the same period ‘one. year

. ago.

~« Despite the slowdown in job growth, official unemployment rates remain low by historical

standards (3.8% in February), and are even below the State unemployment rate of 4.6%

and the national unemployment rate of 4.8%. Local unemployment rates, however, can
rise sharply with the onset of a national recession.

The U.S. economy is apparently in the early stages of economic recession, shedding nearly
232,000 payroll jobs in the first three months of this year. The contraction in the residential
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construction and real estate sector has begun to negatively impact other important sectors of
the economy: namely, the financial markets and consumer spending. Recessionary pressures in
. the national economy will likely intensify in the first half of 2008. The debate among economiists
has shifted from the question of whether or not there will be a recession to questions of how
deep the decline in economic activity will be and how long will the recession last.

While strength in international tourism and airport activity helped sustain the growth of local
employment through January, growth in these sectors may not be sufficient to maintain positive
-economic momentum going forward. Miami-Dade’s economy is unlikely to be spared from the
“impacts of a national recession regardless of actions County government may take to forestall a
'significant disruption to local economic growth and its associated adverse social impacts.
‘Nonetheless, Miami-Dade County is providing economic stimulus to the private sector via its
capital improvement projects.

The County has approximately $1.39 billion in capital spending budgeted for the current fiscat
year. The estimated local economic impact from this program is: 22,200 non-county government
employment positions; $970 million in wages, salaries and employer provided compensation;
and $1.32 billion in Miami-Dade’s gross domestic product (GDP). (See table below.) The capital
spending program for next fiscal year has not yet been determined, but, at this time, we
anticipate a proposed $2.45 billion in capital projects. The economic impact from a capital
budget of this size is estimated at 38,400 jobs, $1.7 billion in labor compensation and $2.3
billion in Miami-Dade's GDP.

Economic Impact of Capital Spending Projects

FY2007-08 FY2008-09

Direct Indirect & Total Direct Indirect & Total

Impact Induced Impact Induced Impact
_Capital Projects, Budgeted (million $) $1,393 $2,445 .
Employment (jobs) 12,124 10100 22,224 | 20,040 17444 38384
Labor Compensation (million $) $550 $419 $969 $966 $742 $1,709

Compensation per Job ($) $45,386 $41,478 943,610 | $46,136 $42,564 $44,513

Miami-Dade GDP* {(million $) $644. $1,188 - --$2_,3f|8

$1,130

-government efforts to alleviate .this problem have not yielded significant results. ‘Additional
. federal measures appear to be forthcoming, but they are not yet fully defined. Staff is closely
monitoring federal legislation that may provide the County with financial resources for local
- economic stimulus, as well as funding to deal with the foreclosure crisis and other social
problems associated with recession. We are ready to aggressively seek any federal grants that
can help us deal with worsening local economic conditions.

An internal task force comprised of staff from Office of Community and Economic Development,
Office of Strategic Business Management, and other agencies with expertise in this area will be
established to evaluate alternatives and identify funding sources for creating a foreclosure
assistance center to serve County homeowners, renters being displaced by foreclosure actions
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against their landlords, and households experiencing financial problems due to unemployment.

. A recommendation for the creation of a foreclosure assistance center will be forthcoming upon

completion of the fask force’s work, which | expect to be within the next 45 days, along with a
recormmendation regarding a reporting system to keep the Board informed of the status of these
" issues. This group will also develop strategies for the County to address the impacts realized by
increases in local unemployment rates. Our Chief Economist, Dr. Robert Curz, will be preparing
-~ a weekly economic update report to keep us apprised of current economic trends, conditions
-and events on as regular basis.

. The Board also requested this infarmation through Resolution No. 139-08. In addition to the
-information provided, the Board also requested an estimate of the ad valorem revenue impact
from foreclosures on local governments in Miami-Dade County. We are not able to provide an
-estimate of this impact until more information becomes available from the property appraiser’s
office. An analysis of the revenue implications from the decline in residential property values will
be provided as soon as this information is available.

'Aﬁached is also a copy of a letter from the Social and Economic Development Council
regarding current economic challenges facing Miami-Dade County and their recommended set
of guiding principles for setting economic policy priorities.

If you have any questions regarding this information, please feel free to contact Dr. Robert Cruz
.at (305) 375-5143 or me directly.

Attachments

¢. Honorable Chairman Bruno A. Barriero
and Members, Board of County Commissioners
Denis Morales, Chief of Staff, Office of the Mayor
. Cynthia W. Curry, Senior Advisor, County Manager’s Office
- “Jennifer Glazer-Moon, Special Assistant/Director, OSBM
Robert Cruz, Ph.D., Chief Economist, OSBM
Charles Anderson, Cor_nmissio_n Auditor




- The Economic Impact of a Mild,
- Moderate or Severe Recession on
Miami-Dade County and County
Government Policy Options

Office of Strategic Business Management

Robert D. Cruz, Ph.D
Chief Economist

April 29, 2008
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The Economic Impacts of Mild, Moderate or Severe Recession on Miami-Dade County
and County Government Policy Options

" Brief Overview of Current Conditions

The Miami-Dade economy
Miami-Dade Total Payroll Employment Growth

experienced a very robust period of Percent Chiange from Prior Year
economic recovery from the 2001 [ 20%]

recession during 2004 through 2006, with | 6%

]
1.4%
private sector jobs expanding at an annual | 1.2%
. 1.0% -
rate of 2.4 percent over that period. A | os% |
. . 0.6% -
-review of broad macroeconomic | g4 -
indicators, however, reveals that the pace | 52%]
: H N T Feb- Mar- Apr- May- Jun- Jul Aug- Sep- Oct- Nov- Dec- Jan- Feb-
Of cconomic grOWth n Mlaml Dade 67 07 Q7 07 07 07 07 07 07 07 07 08 08
‘County reflects national trends and has Source: Fortda Agency for Workforce Innovation

-markedly slowed since the spring of Figure1
2007.' The pace of overall job creation in

the county has declined considerably in Miami-Dade Taxable Sales

. . Percent Change from Prior Year
recent months. Miami-Dade’s economy 4.0%
was adding jobs at a rate of 1,575 jobs per 2.0% 4
monm in the 12 months prior to April 0.0% 4
2007, but the pace of job creation fell to | -20%

just 100 jobs per month in the 12 months | 0%

AR

ending February of 2008. Total payroll | ®% /
‘employment in February was virtually 0% n
unchanged from the prior year. The | " 8 8 5 5 5 55555 5 5 5 &
P p 83 LFE O A
contraction in the overall ‘rate of _]Ob 24832223~ 2480 28
W Taxable Sales @ §

employment, and job losses in the-construction sector were a significant drag on local labor "
E market condxtxoné Symptoms of economic stress — mortgage foreclosures and bankruptcy filings
— also reveal deteriorating business cycle conditions.
Taxable sales (an indicator of consumer spending) from April to December 2007 were nearly
2.1 percent below sales in the same period in 2006 before adjusting for the effects of price
inflation, and 6.3 percent below the prior year after adjusting for price inflation. Economic
“activity in the residential construction and real estate sectors has been contracting for some time

! Accompanying charts in Appendix II illustrate the slowdown in local economic growth through recent trends in a
number of macroeconomic indicators.
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‘now with no signs of a turnaround any time soon. Residential construction authorized by permits
has been declining since the third quarter of 2005. The number of residential units authorized by
permits was down by 86 percent in the fourth quarter of 2007 when compared to their prior

quarterly peak in 2005. We anticipate a
Residential Construction Authorized by Permits

decline of 30 to 40 percent in the first Miomi-Dade County, Units
quarter of 2008 when compared to the | smo
first quarter of 2007. Residential real | 7
6,000 -
5,000 4
home prices also continue to fall. The | 400!
3,000 4
2,000 1
1,000 1
Tourism activity, however, helped to o

estate sales are at a virtual standstill and

recovery in this sector, when it begins,
moreover, is likely to be very slow.

support local economic growth in the
Jatter part of 2007. Air passenger traffic
through Miami International Airport was Figure3

‘up significantly in 2007, with a strong boost in traffic from August through December and
Januvary’s traffic figure showed considerable strength as we moved into 2008. The rise in air
passenger traffic was led by strong gains in international passengers. Hotel occupancy rates
‘were significantly higher from June through November compared to the same period a year
- earlier. Average hotel room rates were significantly higher in 2007 compared to 2006, but
particularly robust from August through December. Tourism-related tax collections echoed a

similar trend to hotel occupancy rates.
The total volume of international cargo handled through Miami International Airport (MIA)
- registered another strong year of growth in 2007, rising by 5.9 percent after growing 6 percent in
2006. The volume of export cargo rose by 8.2 percent in 2007, while incoming international

cargo.rose by 4 percent. Although sohd growth in MIA’s total mternatlonal cargo oocuxred last

- Cargo activity ‘at the Port of Miami has been declining steadlly since 2004, The total number BER

~ of 20-foot equivalent containers (TEUs) handled through the port fell by 12 percent in 2007

‘when compared to 2006. The volume of containers handled through the port has declined by 18

- percent since 2004. Both inbound (imports) and outbound (exports) cargo have declined, but

néarly 60 percent of the total drop in containers occurred in imports. The decline in cargo

" activity has occurred during a period when U.S. exports and imports of goods were growing ata
very robust pace.”

21.8. exports, after accounting for price inflation, grew at an annual rate of 8.5 percent between 2004 and 2007,
while U.S. imports grew at an annual rate of 4.7 percent over the same period.

Economic Impacts of Recession on Miami-Dade County and County Government Policy Options - 2
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Mortgage foreclosure filings and
-rates have been rising sharply since mid
. 2006. Foreclosure proceedings were
 filed on just over 9,800 properties in
Miami-Dade County in all of 2006, but
the number of properties in foreclosure
rose to 26400 in all of 2007,
representing 31 properties in foreclosure
for every 1000 housing units. The
~ increase in foreclosure filings does not
" appear to be abating with nearly 7,200
* additional Miami-Dade properties in
foreclosure in January and February of
2008, or nearly 143 percent higher than
in the first two months of 2007.

Bankruptcies filed in Miami-Dade
County (both personal and business)
have also been on the rise. The number
of bankruptcy petitions filed in Miami-
Dade in 2007 (4,973) were 45 percent
above the number filed in 2006. In the
last three months (December through
February), bankruptcy filings are 63
- percent above the number of filings in
the same period a year earlier.
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Bankruptcy Filings: Miami-Dade
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Figure 4

Approx1mately 90 to 95 percent of all bankruptcy filmgs mvo]ve consumers.

stage ofa recession. While U.S. Gross ‘Domestic Product” (GDP) managed to grow at a weak

0.6 percent rate in the fourth quarter of 2007, there were strong indications that the contraction in
residential construction and the residential real estate market had begun to adversely impact

-other important sectors of the economy, as well as the financial markets. Consumer spending — a
stalwart of economic growth over the last decade — weakened, but still provided enough
‘momentum to prevent an actual contraction in GDP. Personal consumption expenditures from
December through February however were flat — a victim of the higher cost of energy and food,

* GDP is a broad measure of the nation’s economic output and represents the market value of goods and services
produced in the economy during a specific period of time. In this case a three-month period.

Economic Impacts of Recession on Miami-Dade County and County Government Policy Options 3
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. a loss of purchasing power of earnings, and deteriorating consumer confidence. A decline in U.S.
consumer spending, of course, puts Miami-Dade’s tourism sector at risk.

The weaker U.S. dollar, along with still robust growth in European and South American
“economies, however, supported a 6.5 percent growth in U.S. exports in the fourth quarter of 2007
~.and helped support growth in the national economy.’ Growth in international trade to both
. regions will help support local economic growth.

~ The effects of the national contraction

in residential construction and the decline U.S. Payroll Employment Growth
~ in residential property values has spilled : Thousand Jobs
over into the broader credit markets and
' _ 'begun to affect business investment
spending, and having ripple effects
through the economy. Residential
construction in the fourth quarter fell at a
. seasonally adjusted annual rate of 25
percent. A decline in business fixed
investment (structures and equipment) has

8388388555556 88
played a prominent role in past recessions, E5 3 3 L5 53 % z I L
Sz~ E2EE=z=2"82 8=

-and the rate of expansion in business fixed
investment in the fourth quarter
decelerated to approximately half the pace
of the prior six-month period. Non-residential construction spending had been increasing until
this past November, but has registered two consecutive monthly declines since then. A sharp
‘reduction in business inventories ($22 billion), also a key contributor to paét economic
recessions, greatly contributed to the fourth quarter slowdown in national economic growth and
an 1nd1cat10n that busmesses are positioning themselves for a declme in demand Many state and
~local cing ‘budget ‘shortfalls ‘and - ing 1o pare back.spending, ‘and -

Source: U.S, Bureal of Labor Statistics

Figure 6

-+ “National employment growth was. slow urmg 2007, but pa __cularly ugglsh since mid- - " -
-_ 2007 The average monthly gain in lndustry employment (payrolls) slowed to 91,000 from

174,000 jobs in 2006. The U.S. economy has lost 232,000 jobs in the last three months (January

to March), and national unemployment rates increased to 5.1 percent in March compared to 4.4

percent a year earlier.

4 Accelerating inflation in the Eurozone countries, however, threatens to cause the central bank to raise interest rates,
cool down the pace of growth and, thereby, bring inflation under control before it becomes a significant economic
problem. The economies of Latin America, moreover, are not immune 1o a slowing of growth or an outright
recession in the U.S.

Economic Impacts of Recession on Miami-Dade County and County Government Policy Options : 4



Short term economic indicators offer no signs that market conditions in the national
residential construction sector will soon improve. Housing units authorized by permits (a leading
indicator of residential construction activity) continue on their downward trend. Permits in
February were down by about one-third from February 2007, and less than half their value from

two years ago. Housing prices continue to

decline and continue to put direct pressure ISM - Manufacturing Index, U.S.
’ Source: Institute for Supply Management

on the residential mortgage credit market

and indirectly straining the entire financial | >4 ey
33 TO=Cr
system. (I ‘Q\n
The manufacturing sector, moreover, g; T expansion o0
struggles to generate any growth o contraction N/ \

momentum despite strong export demand. | 48

Manufacturing  output increased 2.2 z
percent over the past year, but has been | 45

. N Apr- May- Jun- Jul Aug- Sep- Oct- Nov- Dec- Jan- Feb- Mar-
essentially unchanged since August of o o oy o7 o o o oy o s e

2007. The Institute for  Supply
Management’s survey of manufactures Figure?7

indicates that this sector is contracting. Its composite index has registered a value of less than 50
(indicates contraction) in three of the last four months. Manufacturers were reporting that
-production, new orders, and employment were contracting in December, February and March.
The national economy, and by extension Miami-Dade’s economy, faces strong recessionary
pressures in the first half of 2008. The index of U.S. leading economic indicators® has declined
for five straight months, and the last time that occurred was in early 2001. (The last recession
began in March 2001.) The broad consensus view among economists in March was for very slow
growth through the first half to 2008.° Given the revised estimates showing significant job losses
in each of the last three months, that consensus may now change to the expectation of recession.

. Implications of Economic Recession for Miami-Dade County -

Metropolitan economies are strongly linked to their larger regional, state and national
‘economy. The business cycle path of metropolitan economies is dominated by their external
trade and financial relations. A large share of the goods and services purchased within the
metropolitan economy are produced outside its boundaries, and a large share of goods and

3 This index is prepared by The Conference Board (www.conference-board.org).
¢ Economists have a notoriously poor record of predicting recessions and even recognizing that one has begun until
months after the fact.
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services produced within the local economy are sold to customers located outside its boundaries.
In Miami-Dade, international events often have a measurable impact on the local economy.
Financial capital (borrowing, lending and investing) flows freely between the metropolitan
economy and the “rest-of-the-world.” Interest rates and access to capital are determined beyond
the local economy’s boundaries. The open nature of Miami-Dade’s economy suggests that the
future path of the local economy will be largely determined by the economic forces that shape
the national economy, and, to a lesser degree, the international economy in 2008. While no two
business cycles are exactly alike, the performance of Miami-Dade’s economy during the last
recession may provide some insight into what we should expect in the event of a mild, moderate
or.severe recession in 2008. '

The number of persons employed in Miami-Dade County fell by nearly five percent from the
start of the last recession (March 2001) to the beginning of its recovery (November, 2001).” The
‘national recession of 2001 was mild relative to previous recessions ~ the decline in production
was not deep, even though it took approximately nine months to end. U.S. employment fell by
1.6 percent from peak to trough. The number of persons employed in Miami-Dade, like in the
U.S. as a whole, was nearly stagnant for approximately one year after the recession was officially
over. It was not until September 2002 that local employment began to once again experience
steady growth.

If the U.S experiences a mild recession, then 45,000 to 65,000 Miami-Dade residents could
‘lose their jobs from the beginning to the end of the recession.® The Bureau of Labor Statistics
estimated the unemployment rate in Miami-Dade County at 3.8 percent in February. In a mild-
recession scenario that rate could rise to 6.5 percent. If the U.S. experiences a moderate
recession, then job losses could range between 55,000 to 75,000, and the unemployment rate is

likely to rise to 7.5 percent. If the U.S. were to fall into a severe recession the unemployment rate
could rise to 8.0 or 9.0 percent and 75,000 to 100,000 residents could find themselves without a

L in the number of persons seeking food stamps. The Congressional Budget Office expects that the o

number of food stamp recipients will grow by 200,000 nationally by late 2008, and 14 states
have already seen their food stamp rolls rise to record levels. In Michigan, with an
-unemployment rate of approximately 7.2 percent, 13 percent of the resident population is
* receiving food stamps. Florida has seen its unemployment rate rise by one 'percentage point over
the last year (to 4.6 percent from 3.7 percent), and the State has seen a 16 percent increase in

7 The employment figures quoted here refer to estimates from the Bureau of Labor Statistics® current population
survey program. This figure represents the number of persons that have a job (including self-employed), but this
measure of employment is more volatile than payroll employment (number of employment positions).

¥ Total employment in February was cstimated at 1.15 million.
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families receiving food stamps from January 2007 to January 2008. Approximately eight percent
of Florida’s resident population was receiving food stamps in January 2008. That number is
expected to continue to rise over the next year. _
‘Increases in unemployment during the business cycle have a disproportionate impact on
teenagers, less educated adults and members of minority groups. The highest rates of
‘unemployment are found among teenage workers even under periods of rapid economic growth.
" Unemployment rates among young workers tend to be between 10 and 12 percentage points
higher than the overall unemployment rate. The unemployment rate among adult workers who
~had not completed high school has historically been between 2 and 3 percentage points higher
than the overall rate. Rising unemployment rates have more than strictly . economic
consequences. '

Economists and SOClOlOngtS have long recognized the link between property crimes and
rising unemployment and declining real wages. During the 1980s labor. market conditions for
non-college educated young men deteriorated and crime rates increased markedly, but during the
1990s labor market conditions improved for this group and crime rates fell. An empirical study
of that experience clearly showed that real wages and unemployment rates among young males
had a significant influence on local crime rates, particularly in the case of property crimes.’
Arrest rates for juveniles and young adults are directly correlated with rising unemployment rates
‘and lower job quality (lower wages and less hours/week).!*

Declining health insurance coverage is a consequence of job losses and puts additional
pressure on the public healthcare system by increasing the demand for health services at a time
when public budgets are strained. Miami-Dade’s Office of Countywide Healthcare Planning
estimates that 28 percent of county residents lack health insurance coverage. OCHP expects that
an economic recession will drive that figure even higher as firms pursue cost-cutting strategies,
workers reduce insurance coverage to increase net take-home pay, and the possibility that
vemployment w1ll Shlﬂ' frorn larger compames that provxde health insurance to smaller ones. that

- looking to reduce expenditures. With fewer public healthcare options, a weakening labor market B

- will push more people to seek care at emergency rooms and, thereby, stress even the private
healthcare network. :

® See E. Gould, B. Weinberg and D. Mustard, “Crime Rates and Local Labor Market Opportunities in the United
States: 1979-1997,” The Review of Economics and Statistics, February 2002, pp. 45-16.

9 See E. A. Allen and D. Steffensmeir, “Youth, Underemployment and Property Crime: Differential Effects of Job
Availability and Job Quality on Juvenile and Young Adult Arrest Rates,” American Sociological Review, February
1989, pp. 107-123.

11 See J. Holahan and A. Ghosh, The Economic Downturn and Changes in Health Insurance Coverage: 2000-2003,
The Kaiser Commission on Medicaid and the Uninsured, September 2004. (hitp://www kff.org/uninsured/7174.cfin)
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The severity and length of a recession will determine the impact that it will have on Miami-
Dade County government revenues. Approximately 30 to 36 percent of general operating
revenues are contemporaneously correlated with the business cycle, although (as a group) they
do not appear to be very sensitive to changes in short term economic fluctuations. That said, even
small reductions in these revenues can have significant budget impacts. During the last recession
sales taxes returned to Miami-Dade County fell by 2.3 percent over the nine months from the
start of the recession untii its official end. It took, however, approximately 18 months before
taxable sales were on par with their pre-recession levels.

Property taxes are less sensitive to business cycle fluctuations partly because the Save Our
Homes (SOH) amendment covers a large proportion of the property tax base, but also because
.the fiscal impacts of a decline in home values and new construction are experienced with about a
nine-month lag. Even when property values decline, taxable values on homestead property can
rise by the rate of consumer price inflation, but no more than 3 percent in a given year.
Nonetheless, single family home prices in the Miami-Ft. Lauderdale metropolitan area were
down 19 percent in January on a year-over-year basis, according to the Case/Shiller price index
that tracks the sales price of the same homes. While the fiscal impacts from the decline in home
prices are moderated by SOH, approximately 30 percent of taxable property is not covered by
this constitutional amendment.*

County Government Policy Constraints and Options

The ability of Miami-Dade County to mitigate the local economic impacts of a national
recession is very limited. The County s economy, as suggested earlier, is strongly linked to the
“rest-of-the-nation” by largely ummpeded trade and financial flows. This structural characteristic
constrains the ability of Miami-Dade County government to initiate countercyclical economic
stlmulus pohcles that mgmﬁcantly affect local economlc cond1t1ons in the short term. That is, a

- _ government current and non—tax-ﬁnanced spendlng generates an addltlonal 133 employment

positions in Miami-Dade, of which 60 are estimated to be generated in the private sector. That
edditional local government épending generates $8.0 million in additional labor compensation,
" and $11.1 million in additional Miami-Dade GDP. Even the economic impacts from the
acceleration of capital projects are limited largely to the effects generated by local payroll
expenditures on such projects since a significant share of construction materials and services are

12 properties in foreclosure continue to accrue tax liabilities that must be paid before a transfer of ownership can
occur.
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purchased from outside the local economy. Using that same computer model, the typical $10
million local government capital investment project (during the course of one year) generates a
_ total of 160 additional jobs, adds $7 million in labor income and $9.4 million in additional
' Miami-Dade GDP.'® While these economic impacts are not insignificant, the magnitude of the
reduction in jobs and economic activity that characterize the typical recession overwhelm the
capacity of Miami-Dade County or any local government (acting on its own) to prevent them.

The ability of local governments to provide short term economic stimulus in recession
periods is, of course, also limited by balanced budget requirements. In general, economic
stimulus through additional, temporary spending increases or tax reductions require offsetting
fiscal actions to maintain balanced budgets. While the utilization of accumulated reserves to
finance economic stimulus is possible, the loss of local government revenues that usually occur
during periods of recession significantly limits this option. At best, drawing from reserves can
partially reduce local government budget cuts required during recessions and that contribute to
recessionary pressures. Since the magnitude and duration of the recession cannot be accurately
predicted, drawing from reserves to maintain spending levels is not without the risk of larger
‘subsequent budget cuts if the recession lasts longer than expected.

While local governments are limited in what they can do to counter recessionary pressures,
that does not mean that they cannot play a vital role in providing needed economic stimulus. The
role they can play ultimately depends on the federal government’s willingness to provide the
financial resources needed to finance countercyclical ecomomic stimulus. The federal
government has already adopted an economic stimulus package that is largely oriented toward
short term tax breaks for middle and low income taxpayers. Those “rebate” checks will be
delivered to taxpayers in May and most of their impact should occur.in May and. June.. The
stimulus impact from those checks is uncertain, however, as the impact will dejjerid on the
recipients’ willingness to spend those checks rather then pay down debt or otherwise save those
_funds The. Apr1] revelation that 232,000 payroll jobs were lost in the January-March period

- -tax-cuts. In response to the 2001 recession, the federal government provided financial aid to state * = -

- -and local governments (about $20 billion) as well as extended unemployment béﬂéﬁts, increased
' funding under the food stamp program, and provided one-time tax rebates.

State and local governments across the country are facing budget cuts that will involve job

~ cuts and reductions in financial assistance to poor and low income residents. When the

‘Congressional Budget Office advised Congress on economic stimulus options this past January,

1 The economic impacts from local government expenditures and capital projects are based on a widely used
economic impact model developed for Miami-Dade’s economy using IMPLAN economic impact modeling
software, The economic impacts noted here represent the direct, as well as the indirect and induced economic
impacts.
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they recognized that federal aid that helped state and local governments avoid spending cuts
during a recession could be an important part of a countercyclical stimulus package. In the
- previous recession Congress temporarily increased the federal matching rate for Medicaid and
provided states with $10 billion. This action allowed states to avoid reductions in not just their
Medicaid program, but also in other areas of their budget. In addition, the states were provided
-with another $10 billion in grants that were used in many cases to avoid budget cuts. State and
local governments should work for federal legislation now that will provide the same type of
relief this summer.

The ($168 million) economic stimulus package passed in February did not include a
temporary extension of unemployment benefits or increased funding for the federal food stamp
-program, Congress is likely to push for inclusion of both of those features in any additional
stimulus package. In addition to advocating for federal action that increases financial support for
the unemployed and low income households, local governments can establish programs in
cooperation with local community groups that assist eligible individuals in obtaining
unemployment benefits, food stamps and other income support programs.

It is important to note that Miami-Dade County is currently supporting local economic
-activity, as it has in the past, through its capital improvement projects. The County may have the
ability to accelerate some of those projects in FY2008-09 and thereby provide greater local
-economic stimulus. The County has approximately $1.39 billion in capital spending budgeted for
the current fiscal year ending October 2008. It is estimated that this level of capital investment
will support 22,200 (non-county government) employment positions, as well as contribute $970
million in labor compensation'* and $1.32 billion in Miami-Dade County GDP. The anticipated
capital budget for FY2008-09 provides for $2.45 billion in spending on capital projects. The
FY2008-09 capiial budget can’ be expedted to support 38,380 employment positions, -$1.71
billion in Iabor compensation and $2.32 billion in local GDP.

L "."Economic_-’lnipéct of | ;'i'iti;l.Spendingl.Proje'cﬁts '

| Capital Projects, Budgeted $1,393 [

Employment (jobs) 12,124 10,100 22,224 | 20,940 17,444
"| Labor Compensation (million $) $550 $419 $969 $966 $742  $1,709
Compensation per Job (3) $45,386 $41,478 $43,610 | $46,136 $42,564 $44,513 |
Miami-Dade GDP* (million $) $644 $673 $1,317 | $1,130 $1,188  $2,318

~ Note: *Gross domestic product (GDP) is 2 broad measure of economic activity. It represents the market
value of goods and services produced within Miami-Dade County during the fiscal year.

' Labor compensation includes wages and salaries, employer provided benefits and income of self-employed
workers,
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Potential Programs and Initiatives for Addressing Foreclosures

: Federfal Initiatives

A number of proposals and initiatives for preventing and mitigating the adverse effects of
foreclosures have been put forward at the national, state and local levels. The public policy
_proposals to deal with this important issue are evolving, with a number of competing proposals
making their way through Congress. The Federally chartered, quasi-public residential lenders
(Fannie Mae and Freddie Mac) are now working with their borrowers facing foreclosure actions
~ to work out repayment agreements, renegotiating loan terms and approving property sales to

third parties at prices lower than the outstanding mortgage balance (“short sales”). These lenders
“are finding more success in reaching mutually beneficial outcomes by working directly with
" borrowers, rather than having borrowers work with their loan servicing companies.

The economic stimulus package passed by Congress and signed by the president in late
February provided additional capital to the nation’s largest mortgage lenders and provided
temporary authority allowing them to issue larger mortgages. This measure may stimulate sales
-of new and existing homes, but would do little to help households facing foreclosure. '

* The Senate is expected to pass a bill that includes $10 billion in tax-exempt bonds for local
housing agencies to refinance subprime loans and provide new mortgages for first-time home
buyers, $4 billion in grants for local governments to buy foreclosed properties and $100 million
to expand counseling for homeowners at risk of defaulting on their loans. The équnseling
appropriation would be in addition to the $130 million already approved in the FY2008 budget

~ for foreclosure prevention assistance.' The Senate bill is reported to also include $15 million to

$20 million in tax credits to purchasers of foreclosed property (up to $7,000 per property), and a

~ provision that allows homebuilders to use current business losses to receive partial refunds of
. “past taxes. Legislation is also being consider '

: 'prmclpal) A number of members from both houses of Congress and some state Ieglslatures have |
-also called for a temporary moratorium on foreclosures.

1* Three Florida agencies — Florida Housing Finance Corp., Miami-Dade Neighborhood Housing Services and
Centro Campesino Farmworker Center — received $1.3 million in funding from this federal program.
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Three Examples of Local Government Initiatives

The Belair-Edison Neighborhood Initiative (Baltimore Area): BENI is a non-profit
community-based organization that uses public records and street-level marketing to reach high-
risk borrowers in their community before they fall too far behind in their mortgage payments. In
response to rising foreclosures, the agency strengthened the visibility of its counseling services
by placing ads in a local newsletter and hanging a banner over the main street in the area. They
also worked with other housing organizations and used public records to identify and proactively
contact residents with high-interest or adjustable-rate mortgages to offer free counseling and
information on low-cost alternatives. BENI also offers pre-homeownership workshops. The
agency has a staff of eight full-time employees and an overall budget of $450,000 from public
~ and foundation sources.
| Center for NYC Neighborhoods (CNYCN): The CNYCN is a not-for-profit organization,
founded in December 2007, with the mission of assisting homeowners at risk of mortgage
foreclosure throughout New York City’s five boroughs. CNYCN expanded and coordinated
foreclosure prevention counseling and referral services, legal assistance, loan remediation and
~ preventive outreach. The organization engages in education, training, research and advocacy
_around sub-prime lending and the mortgage foreclosure crisis. The center expects to assist

18,000 New Yorker’s annually and is reportedly the largest and most comprehensive program of

~ its kind in the U.S.
CNYCN will serve as a clearinghouse for foreclosure prevention best practices, conduct
"ongoing training to build capacity within local groups to serve their clients, and establish quality
controls to ensure.that New Yorker’s receive high-quality counseling and legal services. The
-goal of the center and its partners is to assess the borrower’s capacity to pay for a home, identify
best options for the borrower to preserve their home equity, credit ratings and savings, and to

-avoid scams, bankruptey and foreclosure where possible. . The center also provides assistance to

funds. The Open Soc1ety Instltute, Freddle Mac, HSBC Bank and C1t1 Foundatlon are also
' providing support. The City and CNYCN’s Planning Committee are actively seeking
philanthropic support to raise the remaining funds from private and foundation sources. The
Center is governed by a Board of Directors consisting of representatives from government,
philanthropic institutions, the lending industry, academia, community-based organization and
community leaders. It will have a staff, including three dozen counseling and support personnel
and 22 legal professionals, but CNYCN is expected to act primarily as the hub of a broad
network of service providers focused on mitigating foreclosures.
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The CNYCN initiative builds on the success of a pilot anti-predatory lending program,
“Preserve Assets and Community Equity” (PACE) launched in October 2005 by Mayor
Bloomberg and the City Council’s Predatory Lending Initiative. During PACE’s first 18 months,
the program provided one-on-one counseling services to 1,052 clients, and provided information
to thousands more through community outreach efforts. During that time period, the PACE
program assisted 104 homeowners in obtaining an estimated $26 million in home equity and new
loans. .

City of West Palm Beach Foreclosure Assistance Center: The City of West Palm Beach
partnered with national organizations and banks to create a foreclosure assistance center focused
on providing immediate solutions for homeowners facing the loss of their property. Partners
- and supporters include: The Urban League, Department of Housing and Urban Development,
Education and Community Housing, Inc., BankAtlantic, Bank of America, Foreclosure.Com,
HSBC Bank, National City Bank, The Housing Partnership, SunTrust Bank, The T.A.C.
Companies, Unified Financial Group, United Way of Palm Beach, Consumer Credit Counseling
Services. The West Palm Beach center’s initial $1 million funding comes from a developer-
financed city trust fund (approximately $650,000) and a grant from the U.S. Department of
Housing and Urban Development (approximately $350,000). In order to receive any program
benefits, homeowners must agree to enter into the center’s Housing Counseling and Education
‘Program for a minimum of 12 months. The center is open from 9 to 5 PM from Monday through
- Friday.

The options/services offered through the center, which opened at the end of March, include:

»  Direct payment of past due and delinquent mortgage payments up to $10,000 in certain
‘emergency situations. Recipients must enter into a repayment plan.

» Negoﬁations with the current mortgage holder for repayment agreements on existing
loans.

>  Purchase of their home should their current lender agree to a “short sale” arrangement.

~ sale through the city’s affordable housing program.
»  Employment assistance for those who have lost their jobs.
- »  Preparation of a Credit Recovery Plan to help repair damaged credit.

 Immediate Steps for Miami-Dade County
An internal Foreclosure Prevention Task Force should be established for the purpose of

- designing a program that draws from the experience of each of the local programs identified
above, while also considering what is feasible within the County’s current budget constraints.
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The task force would benefit from the experience and expertise of staff from the Office of
Community and Economic Development, the Office of Strategic Budget Management, and other
é.ounty agencies with experience in providing services to low-income communities. The task
‘force should work to leverage the County’s existing resources to serve the greatest number of
‘residents in the most efficient and cost effective manner possible. A County foreclosure
prevention program should utilize existing County programs and resources to the maximum
extent possible and avoid duplication of effort. The task force would identify community
partners, state and federal agencies, and non-profit organizations that are willing to provide
financial support and/or other resources that contribute to achieving the goal of reducing the
number of foreclosures and finding solutions to associated socioeconomic problems.
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Appendlx I; Inventory of Miami-Dade County Programs and Resources to Assist
Residents Facmg Foreclosure or Unemployment
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Appendix II. Supporting Charts and Data

Labor Market Information

Miami-Dade Total Payroll Employment Growth
Parcent Change from Prior Year

-Payroll Employment Growth

» The pace of total payroll employment
“growth has slowed since mid-2007.
Payroll employment was virtually flat in
* first two months of 2008

Feb-" Mar- Apr~ May- Jun- Jub Avg- Sep- Oct- Nov- Dec- Jan- Feb-
07 07 07 07 07 07 07 07 07 Q7 07 08 OB
Sourre: Forda Agency for Workforce Innovation

Miami-Dade Private Sector Employment Growth
Percent Change from Prior Year

» Payroll employment in the private sector
declined in February on a year-over-year
~ ‘comparison. Growth has been below 1
percent since July.
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Source: Florida Agency for Workdorce Innovation

Miami-Dade Public Sector Employment Growth
Percent Change from Prior Year

> Public sector employment has prevented
~ an even sharper deceleration in job
growth. State and local government
. budget cuts suggest that declines in public
. sector employment may occur in early

_ Miami-Dade Services Sector Employment Growth
» Employment gains in services sector, a Percent Change from Prior Year

~ key factor in the growth in total L8%

~ employment, have moderated since the tﬁ: m :

- Summer. - ' : IRECS B ¢ . —
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» The weak gains in total payroll
employment can be traced mainly to job
losses in the goods producing sector.

Miami-Dade Goods Producing Sector Employ ment Growth
Parcent Change from Prior Year
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Source: Florida Agency for Workforce Innovation

» Job losses in the construction industry led
decline in employment in goods
producing sector of the economy.

Miami-Dade Construction Employmestt Growth
Percent Change froin Prior Year
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» The manufacturing sector has been losing
jobs for several years, but the pace of job
losses accelerate in September.

- > _Wéa_lcngss_l_n employment growth in
. Wholesale and Retail Trade reflects the
- decline in taxable sales. ' '

Miami-Dade Manufacturing Employment Growth
Percent Change from Prior Year
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» Employment growth in the transportation Miami-Dadﬁ_Tﬂrat?maﬁon. Wgrelmsing and
was supporting total growth inpayroll | e e exos vy
employment, but showed signs of 2‘
weakness in January and February. %
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Miami-Dade Unemployment Rates

> Unemployment rates are currently low Percent of Labor Force
(3.8% in February), but they rise quickly tandRe
during recessions. Febos=3.8%
' XA,
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Residential Construction and Real Estate

» Case/Shiller Single Family Home Price Case-Shiller Home Price Index: Miami

Index monitors changes in sales price of Jan 2000 =100
existing homes in Miami-Ft. Lauderdale 300.0

Metropolitan Statistical Area (covers 275.0 4= 0—d-tg.
Miami-Dade and Broward counties). 2500 - N

_Index shows a decline in values of 20 % - :
from their-peak in December 2006.. - 2250 i e \
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» Florida Association of Realtors index of

median sales price for single family homes
based on current transactions also shows a
downward trend in prices.

Condo prices show a modest upward trend
- but fluctuate greatly. The number of
transactions is small, so changes in price
should be interpreted with caution.

The number of sales of existing single
family homes has been declining since mid-
2005, The number of single family home
sold has fallen from an average of 1,240 per
month in the summer of 2005 to 244 smgle
fam11y units in February.

+/fallen from an‘average of 1,415 units per =
‘month at its peak from March to June 2005
to Just 235 units in February '
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Tourism and Trapsportation Indicators Total TourismRelated Taxes - Countywide
Parcent Change from Prior Year

» Tourism related tax collections — consisting
" of Tourist Development Surtax, Convention
Development Tax, Pro-sports Franchise
Facility Tax, and the Homeless and Spouse
Abuse Tax — grew at a robust rate in the
second half of 2007 and continued a
relatively strong pace in January.

Jan- Feb- Mar- Apr- May- Jun- Jub Aug- Sep- Oct- Nov- Dec- Jan-
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Source: Mmi-Dade Tax Collector

» Cruise passenger activity increased by 4.2

percent in 2007 over passenger levels in Cruise Passengers
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» Total air passenger traffic at Miami ' T Deptancments
International Airport has been on a positive | 1sox Percent Change from Pior Year

160%

trend. The growth of international passenger | 777
traffic was sufficient to offset the decline in 12.0% |
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. ‘Port of Miami cargo activity has been - [
‘declining since 2004. That decline may have {- ss0m

stabilized in 2007, but a reversal of that soa00 A

trend is not yet evident. This frend is 85,000 |

particularly worrisome because U.S. total 80,000
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MIA Intemational Air Cargo
L R short tons
» International air cargo has been on a 170,000
: positive trend for two years. Total 160,000 ]
international freight grew by 5.9% in 2007 150,000 :
after growing 6% in 2006. Pace of growth
decel%rrated igrom Au ; T N/ VvV
gust 2007 to January 130,000 v
2008, as the growth in import cargo began 120,000
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Soc1a1 and Economic Development Counecil -
N M1am1 Dade .County -

Dr. Antomo Jorge, o
Chalrperson T R R

April 21 2008

Honorable Bruno A. Barrelro Chairman, Honorable Members of the Board of County
Comm;ss;oners and Honorable Carlos Alv : 2' Mayor - e o

The Soc1al and Economxc Development Counc1] has revxewed and chscussed the report on

current econom:c condltlons, short-term outlook  and: County: govemment economic : stimulus - -

prepared by Dr. Robert Cruz, Economic Policy Coordinator and Chiéef Economist. The Council
. supports the findings of the study and commends Dr. Cruz for the insightful and high quality of
his analysis and the Office of Strategic Business Management for its support of the Council and
facilitating this timely report.

It is increasingly clear that Miami-Dade County will face significant economic challenges
in the short-term, and should adopt policies that support economic growth and strengthens the
social safety net to the greatest extent possible. We urge the Board of County Cominissioners
and the Mayor to consider the Economic Development Mission Statement in the County’s
‘Strategic Plan and the pohmes endorsed ‘in‘ ‘the™ Econom:c Element of the Comprehensive
Development Master Plan as ‘the: Couitty fonnu]ates next year’s budget. The County’s Strategic
Plan defines its economic developrient " mission-as’ expandmg and further d1vcr51fymg the
County’s economy and ernployment opportunmes and implementing economic revitalization
policies that reduce socio-economic disparities. During an approaching period of economic
recession and distress, as well as shrinking government financial resources, it is important to
recognize the needs of the least affluent and most vulnerable memibers of our community ‘when
‘developing budget priorities. Reducing economic dxsparmes is essential to the meaning of
‘economic development, and a community cannot truly achieve economic progress 1f a significant
segment of its populatlon is contmuously falllng behind in terms of income ‘per capita, access to

The SEDC also wou]d l1ke to stress the nnpoﬂance of supportmg small and medium-
sized enterprises during the economic recession we are likely to face in the near future and that
_we may, in fact, already be facing today. The SEDC has strongly supported pohcy ECO-7A of
the CDMP that emphasizes promotmg the creation and deveIOpment of small and roedium-sized, labor
intensive enterprises geared to the socio-economic needs and opportunities of specific nexghborhoods and -
locations meant to serve a dxvers:ty of markets” and we encourage the Board :
carefully consider this policy in your budget deliberations. In the awarding of ‘contra Major
infrastructure projects, the Council proposes explicit consideration of local -economic impacts and due

weight to local job creation presented by alternative projects and/or vendors. The Council also takes this, . -



~ Social and Economic Development Council
. Miami-Dade County =

opportunity to encourage you to continue to move forward with CDMP Objective ECO-8 thé't'c.:éil_s: for thc »
development of a small business assistance and entrepreneurship program, and the associated policies
under this objective,

The SEDC recently developed a suggested set of guiding. principles for economic policy
“evaluation that it offers to the BCC and the execntive administration as a tool for making economic policy
decisions. These recommended principles were developed with the assistance of the Economic Policy
Coordinator and staff from OSBM, and are presented, along with ‘the analysis of Dr. Cruz, as an
attachment to this letter. With the assistance of OSBM; we interid 1o develop a policy/program “scoring”
sheet that can assist in prioritizing economic developinent prograins, initiatives and policies, We hope that -
you find them useful, particularly as you face-difficult budgetary chicides; and consider them for'adoption.

Smcerely .your.s'_?ahd. on behalf of the SEDC, .- -

... Dr.Antorio Jorge, . - . - / EEEEER

... Professor Emeritus of Political Economy, ..~ ..
.. College of Arts and Sciences, .
Florida Internationa} University

ce: SEDC Coungil Members, . . ot o
Ms, Jen lazer-Moon.. ..

Dr. Robert Cruz._

Attachinents: 2
Page 2, April 21, 2008




SEDC Recommended Guiding Principles for Economic Policy Evaluation

‘Miami-Dade County government policies and investments shall strive to achieve
local economic prosperity, an improved quality of life, sustainable economic-
‘development and social equity. Recognizing that economic development is a long-
- term process and that prosperity is defined as a high quality of life for all Miami-
Dade residents, the County’s economic development policies should:

e be formulated with a long term perspective that emphasize socio-economic
development and reductions in poverty,
o address economic disparities that exist both geographically and across social
communities within the County,
promote income growth and social equity for all communities,
o . balance the desire for economic growth and development with the interest of
~ preserving and enhancing the natural environment,
e Dbe based on reliable and current economic information and methodologically
sound economic analyses,
ensure proper stewardship of the public’s scarce financial resources, and
be transparent and provide for clear accountability.

Revised according to March 14, 2008 SEDC mecting.
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ATTACHMENT 2

Memorandum @

Date: May 13, 2008

To: Honorable Chairman Brun 3 A Barreiro and
: Members, Board of Cou 'o nissioners

From: George M. Burgess
County Manager

Subject:  Foreclosure Assistance and Prevention Task Force

The rate of mortgage foreclosures in Miami-Dade County began to accelerate at the end of last

year. Nearly 11,400 foreclosure actions were filed in Miami-Dade County Circuit Court over the

first three months of this year compared to 4,700 in the first 3 months of 2007. Rising mortgage

foreclosures is part of a national trend that began in 2006 and reflects the faliout from a

collapsing residential real estate market. Federal efforts to stem the tide of foreclosures have

fallen short, and new foreclosure prevention initiatives in Congress are proceeding slowly. The
. State has yet to offer any programs to deal with this serious issue. '

{ am convening an internal task force to evaluate alternatives and identify funding sources for
creating a foreclosure assistance center to serve County homeowners, renters being displaced
by foreclosure actions against their landlords, and households experiencing financial problems
due to unemployment.

~ This task force will be comprised of: Patricia Braynon, Director, Housing Finance Authority; Jose

- Cintron, Director, Office of Community and Ecenomic Development; John Dixon, Director Metro-
Miami Action Plan; Glenn Thecbald, Chief Counsel, Miami-Dade Police Department; Daniel
Wall, Asst. Director, OSBM; and Dr. Robert Cruz, Chief Economist and Economic¢ Policy
Coordinator, OSBM. Dr. Cruz will serve as the chairperson of the task force. - Additional county
staff from OSBM and the Tax Collector’s office will be called upon to assist the task force ‘as
needed. The committee will have its first organizational meeting on Wednesday, May 14, 2008,
and will complete its report and recommendations by June 20th, 2008.

If you have any questions, please feel free to contact me directly or Jennifer Glazer-Moon at
305 375-5143.

c Hono ble Carlos Alvarez Mayor o ERTRa
“Denis Morales; ‘Chief of: Staff Ofﬁce of the Mayor
‘Assistant County Managers
-Jennifer Glazer-Moon, Special Asst./OSBM Director
Department Directors
Dr. Robert Cruz, Chief Economist, OSBM
Foreclosure Assistance and Prevention Task Force Members
Charles Anderson, Commission Auditor

cmo16508
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Foreclosure Assistance and Prevention Task Force
Minutes of the May 14, 2008

In attendance: Fernando Casamayor (Tax Collector), Robert Cruz (OSBM), John Dixon
(MMAP), Amelia Gowdy (HFA and also representing Patricia Braynon), Joann Hicks (MMAP),
Glenn Theobald (MDPD), Dan Wall (OSBM).

Meeting convened at 2:10pm

Dr. Cruz provided a brief introduction, presented the members with a packet of information
regarding the extent of the foreclosure problem in Miami-Dade County and the purpose of the
Task Force. Discussion and introductions continued with members providing information
suggesting that: a) the foreclosure problem is likely to get worse before it begins to get better; b)
that there are strong indications that the community is very concerned about this issue and many
are seeking information and assistance; and c) for various reasons individuals facing foreclosure
often seek assistance late into the process, making it more difficult to prevent foreclosures.

Many, although not all, community events already held on this issue have been well attended and
the topic frequently comes up at events held on other economic/community issues. The Mayor’s
task force on mortgage fraud receives many complaints that do not rise to the level of a law
enforcement issue and these individuals are then directed to other agencies that can provide
assistance.

The members noted that several agencies within the County (including the offices of members of
the Board of County Commissioners) have been providing assistance ranging from information
and referrals to non-profits to helping homeowners negotiate mortgage workouts with their
lenders. It appears that Housing Finance Authority (HFA) has been most active in addressing this
problem, but that other agencies like Community Action Agency (CAA) and, previously
mentioned Mayor’s Mortgage Fraud Task Force (MFTF) have also been involved.

The task force discussed the benefits of organizing these various efforts under a common
umbrella to: 1) improve resident access to available services; 2) increase awareness of available
services; 3) make more efficient use of existing County personnel and resources in addressing this
issue; and 4) increase efforts to develop external funding to assist residents facing foreclosure
issues.

Several task force members emphasized the important role that local media — especially radio —
can play in raising community awareness of available services. Recruiting media partners in this
effort was seen as an important strategy.

Dr. Cruz reminded members of the short time frame to complete the panel’s charge and the need
to, therefore, focus primarily recommendations rather than analysis — much analysis of this issue
has already been done.

The members agreed to meet on a weekly basis until June 20®, recognizing that the members wilt
be working on this issue outside of the meetings. For the next meeting (May 22™ at 10:30 am to

12:30 pm), each member will:

a) Bring an “inventory of resources and activities” that their respective
departments/agencies are engaged in with respect to the foreclosure assistance issue. This
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inventory should identify the activity/service performed, an estimate of the personnel
resources (FTE and cost) devoted to this activity, and any additional direct costs
supporting this activity).

b) Dan Wall will bring a matrix of possible external grant funding for foreclosure
assistance/prevention that OSBM can identify.

¢) Bob Cruz will bring additional information regarding City of WPB’s foreclosure
assistance center, and contact the Director of CAA.

d) Members should be thinking about the following —

a. What is the best organizational structure for integrating/coordinating the
County’s foreclosure assistance and prevention services? Lead agencies?
Supporting agencies? Community partners? Involvement of key local cities?

b. Creation of a Foreclosure Assistance and Prevention Center advisory board?
Composition?

Meeting adjourned 3:15pm

Note: Future Meetings —
May 22™ (Thursday)  10:30 — 12:30 pm  Rear Conference Room 22™ Floor
May 30th (Friday) 11:00-12:30 pm Conference Room 29th Floor
June 6th (Friday) 10:30 - 12:30 pm  Rear Conference Room 22™ Floor
June 13" (Friday) 10:30 — 12:30 pm  Rear Conference Room 22™ Floor
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ATTACHMENT 3

. MIAMIDADE
Memorandum =
Date: May 5, 2008
To: Honorable Carlos Alvarez
Mayor

From: George M. Burge
County Manage w‘t"‘""

Subject:  Economic News Briefing

The County finds itself in challenging economic times where important events at the national,

state and local level are occurring rapidly. | have directed the staff of the Office of Strategic

Business Management to prepare a periodic briefing report on major economic events and

policies that may have important impacts on the local economy and the County’s budget. These

short reports should keep us abreast of important developments, help us prepare for potential

threats and take advantage of new opportunities, and allow us to react quickly to changes in our
. _business environment.

The first issue of this economic news briefing provides a succinct analysis of a proposed state
constitutional amendment that will be before the voters this November. Amendment 5, if
adopted, would have very significant impacts at both the state and local level, and we will be
developing plans for dealing with the anticipated effects of Amendment 5, if it is approved by the
voters. The administration is also analyzing the impacts of other amendments that are being
placed on the November ballot by the Taxation and Budget Reform Commission.

This issue of the briefing report also provides a review of national and local economic trends.
Attachment

c: Honorable Chairman Bruno A. Barriero
- and Members, Board of County Commissioners
Denis Morales, Chief of Staff, Office of the Mayor
Assistant County Managers

. -Department Directors

... Charles Anderson, Commission Auditor
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Economic News Briefing

Week Ending April 26, 2008

In this jssue: Taxation and Budget Reform Commission puts McKay proposal on ballot.
Local employment growth moves into negative territory.
Local construction data show residential real estate sector has not hit bottom yet
U.S. economic indicators continue to signal weakening economy.

Taxation and Budget Reform Commission

-.The Taxation and Budget Reform Commission (TBRC) completed its work this week and placed six

- amendments to the Florida Constitution on the November 2008 ballot. The most significant of these
‘proposed amendments, from an economic impact perspective, is former State Senator John McKay’s
Amendment 5 — the local school “property tax swap.” If approved by the voters, this amendment will
shift a significant share of the burden of financing K-12 public education from private property owners to
consumers and businesses, diminish Florida’s ability to compete in the national and global economy, and
reduce the State’s economic growth. Those are the findings of the economics consulting firm hired by the
TBRC to serve as its staff economists.

The elimination of local school property taxes (the “required local effort” or “RLE”) would begin in the
2010-2011 fiscal year, and the amount of financial resources to replace the RLE has been estimated at
between $9 billion and $11 billion. The TBRC’s economists estimated $9.6 billion in RLE. Amendment 5
provides a future legislature with several options for replacing the RLE. These options may be
summarized as: 1) an increase of up to one percentage point to the sales and use tax rate in existence on
January 6, 2009; 2) eliminate some current exemptions on goods and services, with certain exceptions and
conditions; and 3) reduction in spending in other areas of the state budget or revenues identified or

The additional penny sales tax is projected to raise approximately $4.6 billion and another $4 billion
might be raised from eliminating current exemptions on goods more likely to be purchased by businesses
rather than consumers. That leaves an approximately $1 billion gap that would have to be filled by taxing
. -business services or reducing state spending in other areas. Reliance on taxing services and/or reductions
in other areas of the state budget will be larger if the legislature decides not to raise the sales tax rate by 1
percent or chooses to maintain many of the current sales tax exemptions.

“The elimination of the RLE will save residential property owners living in the state $4.7 billion on an
after-income-tax basis and will save owners of commercial property $2.4 billion (before income taxes),
-according to the analysis by the TBRCs staff. The legislature, however, must raise taxes and/or cut state
spending by an estimated $9.6 billion in FY2010-11. Without cuts in state spending, Amendment 5
represents a net tax increase of about $2.5 billion. Facing the prospects of such a large tax increase, it is

2008(19) - : o ' o1
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hard to conceive of a future legislature not opting for significant spending cuts. That is perhaps actually
the financing approach preferred by many of the proponents of Amendment 5.

.The combination of sales tax increases and spending reductions from the passage of Amendment 5 would
reduce employment and income growth within Florida. The analysis from the TBRC’s economists
indicates statewide employment would be lower than it would be otherwise by approximately 51,000 in
the third year after eliminating the RLE. This estimate is based on 90 percent of the replacement funding
for the RLE coming from increases in sales taxes and only 10 percent from reduced spending in non-
education areas of the state budget. If the elimination of the RLE were to be financed entirely through
reductions in non-education areas of the state budget, then employment would be lower than otherwise by
113,000 in the third year after eliminating the RLE. Not surprisingly, roughly 85 percent of those job
losses would occur in the public sector under that scenario.

- After the TBRC’s economic consultant’s presentation of the macroeconomic impact of Amendment 5, the
Chair of the TBRC granted the principal sponsor’s request for another analysis by an economist selected
by the sponsor. That analysis argued that elimination of the RLE would immediately increase private
property values in the Florida by ten times the size of the RLE in the current fiscal year or $80 billion.
Elimination of the RLE, according to the subsequent analysis, would stimulate migration to Florida and
increase the state’s population by 57,000, generating $9.7 billion in new residential and non-residential
construction — notwithstanding current conditions and trends in this sector of the economy. According to

~ that analysis, replacing the RLE entirely with higher sales taxes would create 34,700 jobs statewide in the

third year after eliminating the RLE and 72,500 jobs in the 5™ year. This subsequent analysis, however, is
based on unreasonable assumptions unsupported by historical experience or empirical research.

Amendment 5 does not directly affect county property tax collections, except for a reduction from 10
percent to 5 percent in the current cap on the annual growth in the taxable assessed value of non-
_ residential private property. The broadening of the sales tax base by elimination of some exemptions
could bring additional, albeit modest, revenues from sales tax revenue sharing and local option sales
- taxes. The more significant impacts to the County are likely to be: 1) economic growth would be
adversely affected by the net increase in business taxes due to a higher sales tax rate, the potential loss of
-exemptlons on. items that consumers. and busmesses purchase and the potential taxatlon ‘of business

- : -cuts in non-educatlon portlons s of the state budget

-Miami-Dade County’s economy is largely based on small businesses. Approximately 80 percent of the
private (non-farm) businesses in Miami-Dade County have less than 10 employees, and about two-thirds
‘have less than 5 employees. Forty (40) to 50 percent of businesses with less than 10 employees are found
in service industries that could be affected by a tax on services. One can expect that the burden of higher
sales taxes and compliance costs associated with any new tax on services will be especially challenging
‘for small businesses. Florida has tried a services tax before and Michigan tried one last year —~ both failed
and were quickly repealed.

Approximately 40 percent of the County’s households were renters in 2006 and that proportion is likely

to be higher now and in FY2010-11 when Amendment 5 would take effect, This indicates, of course, that
40 percent (perhaps more) of the County’s households would not receive any savings from elimination of
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_— has .‘;_. ”liiot:‘.3--~yet._

* . industry employment was down 4.3

‘the RLE, but would suffer the financial effects of higher sales taxes and possibly lower government
services. This shift in the tax burden widens the income gap between high and low income residents. The
median household income of renters was less than half the median income of homeowners in 2006
($25,489 vs. $55,192 for homeowners).

Amendment 5 contains a “hold education harmless” provision intended to prevent the legisfature from
funding the replacement of the RLE by reducing the amount of education financing that the state provides
from other funding sources. If the legislature chooses to replace the RLE by reducing state spending in
FY2010-11, then it must cut from programs excluding K-12 public education. State financial transfers to
local governments not mandated by federal laws or regulation would be on the table of potential budget
. cuts. Miami-Dade receives approximately 9 percent of general fund revenues from state and federal
-government transfers and the bulk of those transfers come from the state. Those County programs that
depend on state funding for a large share of their budget would be a risk if Amendment 5 is approved.

Local Employment Beginning to Contract

Total payroll employment in Miami-Dade County fell by 0.3 percent in March when compared to March
~of 2007." Employment growth began to slow considerably at the beginning of this past summer, but
‘March was the first month since November 2003 that we have seen a year-over-year decline in total
employment. The emerging decline in total employment reflects job losses in the private sector, but,
unlike in February, growth in public sector employment was not enough to prevent a decline in total
employment. Public sector job growth in March continued to offset weakness in the private sector, but
they are also beginning to demonstrate a retrenchment as state and local governments begin adjusting to
shrinking budgets.

Miami-Dade Private Sector Employment Growth

Private sector ‘employment in March Percent Change from Prior Year
was ‘down by 0.6% from the prior 2.5%
year, continuing the decline in 2.0% -

employment witnessed in February (- 1.5% -
.0.2%). These two consecutive months | . . |

1

“been *-as. -sharp.-’| 0.5%
Employment in the local construction | .1g%
industry continued to lead the decline Feb- Mar- Apr- May- Jun- Jut Aug- Sep- Oct- Nov- Dec- Jan- Feb- Mar-
. . _ 07 07 07 07 07 07 07 07 07 07 07 08 0B 08

. in jobs, falling 15 percent below the
. prior year’s level. Manufacturing Source: Florda Agency for Workforce Innovation

percent compared to a year ago. Employment in transportation, warechousing and utilities also experienced
“a slight decline.

! Comparisons to the employment in the same month of the prior year are used to distinguish business cycle
fluctuations and longer term trends from normal seasonal fluctuations in employment. March employment levels are
typically higher than February and January levels.
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We are also now beginning to see a significant deceleration in the growth of private sector service jobs,
led by slow growth in the retail and wholesale industries. March employment in private sector services
was just 0.6% above employment a year ago. Employment growth in retail and wholesale fell to just 0.5%
compared to the prior year. Retail and wholesale industry employment growth had been in the 1.5% to
2.5% range in the 12 months that ended this January.

Household survey data from the Bureau of Labor Statistics showed that Miami-Dade’s unemployment
rate held steady at 3.9% in March. But the low unemployment rate obscures the weakness being
experienced in the local labor market. Since October of last year the local unemployment rate has either
_declined or held steady because growth in the labor force has diminished just as employment growth has
slowed. Approximately 10,000 workers lost (or left) their jobs between February and March, but the labor

- force contracted by a similar number. (In order to be counted as unemployed, a person without a job must
be actively seeking employment.) Had it not been for the contraction in the labor force, the reduction in

- employment would have led to a significant rise in local unemployment rates.

Local Residential Construction Activity Continues to Decline

The long decline in the residential construction and real estate sector in Miami-Dade has not yet appeared
to hit bottom. Residential construction units authorized by permit were down again in March when
compared to a year ago. The latest data shows a decline of 31 percent compared to March 2007. The
March decline in permits was similar to the decline seen in February. Building permits for just 542
residential units were observed in March compared to 740 units authorized by permit in March of 2007,
and substantially below the average 1,823 permits per month issued in 2005. Although units authorized
‘by permits in the first 3 months of this year are running well below the first 3 months of 2007, permits in
the f