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SUBJECT:

Fiscal Plan and Expenditure Overview

PURPOSE:

Briefing and discussion, no action required

Background
In December, the Council received its scheduled updat
e from the Department of Finance on County
revenues. Due to the timing of that update, the discu
ssion focused solel y on revenue changes and the
Council President requested an additional discussion
in Januruy to more broad ly review the factors affecting
government revenues and expenditures and the histor
ical context of the Coun cil's budget decisions.
The Council typically receives fiscal information
at several different times throughout the year
from the Executive Branch and/or Council staff. These
include fiscal plan updates, revenue projections,
spending affordability guidelines process, quarterly
expenditure updates, and other briefmgs requested by
the Council (e.g., cost of government and compensat
ion cost presentations). A chart summarizing the
various updates received by the Council by month is
included on page 5. 1
Toda y's presentation is intended to pull together key
information and components from updates
provided to the Council at different points in the year
to provide the contextual framework for Council
decision-making. The presentation provides additional
context related to the factors resulting in the FYI9
savings plan proposed by the County Executive.
Some key takeaways from today 's presentation are
summarized below:
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•

Montgomery County residents expe ct high quali
ty services from County agencies. The mix
and intensity of services change as the County's
demographics change. Montgomery County
is viewed as a great place to live and work for many
reasons, and residents expect County agencies
to continue to provide high quality services while at
the same time meet ing emerging or changing
needs. The mix of services can also change over time
with the Coun ty's population (e.g., services
needed to address a growing senio r population).

•

Over the past 15 years, national and local economic
conditions have impacted the Council's
ability to fund existing services and meet the dema
nd for changing service needs. The Council
was forced to respond to the Great Recession by reduc
ing personnel costs and reducing services.
In the post-recession years, the Council has been able
to restore most services that had been cut
while also acting in FYI 7 to increase revenues to addre
ss service needs.

Key words: #FiscalPlanUpdate, revenue structure, fiscal
conditions

I

•

The County is experiencing significant revenue pressures
and has few options to address these
pressures within the current tax structure. As evide
nced by the revenue write-down that
necessitated the two FY!8 savings plans, the County contin
ues to feel revenue pressures despite
the relatively strong national economic performance. Prope
rty and income tax revenue together
represent 87% of count y tax reven ue and are either alread
y at the maximum level allowed by State
law (income tax) or difficult to change due to the Charter
limit (property tax).

•

Fiscal, policy, and/or legal commitments use up a subst
antial portion of budgetary "spending
room" each year (man y of these fiscal policies also result
in long-term cost savings). Set asides
for reserves and pre-funding for known future obliga
tions reduce the Council's budgetary
flexibility in any given year. On the other hand, the
Coun ty's rigorous standards of financial
management reduce the cost of borrowing to pay for the
infrastructure that supports the Coun ty's
growth and quality of life.

Summ ary of Presentation
Toda y's presentation includes four components: I) a
summ ary of county demographic and
economic indicators comparing FY04 to FY18; 2) a
review of Council actions to respond to fiscal
conditions during the recession and the recovery; 3)
an overview of Montgomery Coun ty's revenue
structure; and 4) a summary of how budge t resources are
allocated within the context of the Coun ty's fiscal,
policy, and legal commitments.
1. Demo graph ic and economic indicators

Coun ty demographic and econo mic indicators play an impor
tant role in understanding the demand
for services as well as how the mix of services needed can
change over time. Between FY04 and FY 18 in
Mont gome ry County:
•
•
•
•
•
•
•
•
•

Total population increased by 14%;
The percent of the population age 60+ increased by 32%;
Total households increased by I I%;
MCP S K-12 enrollment increased by 18%;
Per capita personal incom e increased by 67%;
Avera ge household income increased by 28%;
The assessable tax base increased by 101 %;
The percent of residents below the poverty level increased
by 46%; and
The percent of MCP S students receiving Free and Reduc
ed Price Meals increased by 48%.

2. Council actions in response to fIScal conditions
Durin g the timeframe in which these changes were occur
ring, the Coun ty went through the Great
Recession followed by a sustained, slow econo mic recov
ery period. Durin g the recession, the Council took
several actions to address cost pressures while minim
izing service impacts. These included employee
furloughs and pay freezes, changes to group insurance cost
share, and changes to retirement contributions.
As the recession continued, the Coun cil and the County
Executive were required to take further cuts that
did substantially impact county services - particularly in
the Recreation and Public Libraries departments.

In the post-recession timeframe, the Council has slowly restor
ed most of the services that were cut.
At the same time, the Council acted in FYI 7 to increase
the property and recordation taxes in order to meet
additional service needs. Most significantly, these action
s led to:
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•
•
•
•

313 additional teacher positions to allow MCPS to reduc
e class sizes at all grade levels;
New positions and funding for MCPS programs to addre
ss the opportunity and achievement gap;
The addition of approximately $27 million per year
for MCP S school construction projects; and
An increase in dedicated revenue for rent subsidy
programs by approximately $6 million per year.
3. Montgomery County reven ue structure
The County has very limited "tax room." The incom
e tax rate is already set at the maximum
permitted by the State. With respect to property tax,
nine votes are required to exceed the so-called Charter
limit, which limits increases in property tax revenue
to the rate of inflation plus tax revenue from new
construction.
Property tax revenue is stable (and constrained)
because it is linked to Inflation. Persistently
low inflation has contributed to recent budget press
ures. Periodic property tax increases above inflation
have relieved budgetary pressure but require unanimity
on the Council and have been associated with high
political costs. Recent trends suggest rising inflation
rates, which could relieve some revenue pressure
(while creating other cost pressures).
The income tax rate is set at the maximum allowed
under State law; consequently, the Coun ty
cannot increase revenue by increasing the rate.
Revenue from income tax is volatile and highly
dependent on economic conditions and on the behav
ior of a small number of high-income households. The
Wynne case is a significant factor in reducing incom
e tax revenue. The recent federal income tax changes
will have an impact on income tax revenue, though
it is not yet clear what the size of that impact will be,
and in any event, most of the impact would be in FY20
and FY21.
Property and income tax revenue together constitute
87% of County tax revenue. Constraints
on property tax revenue and income tax revenue have
resulted in fiscal pressure that is periodically relieved
through a variety of channels: increasing property
tax revenue above the Charter limit, increasing in the
fuel/energy tax or transfer and recordation taxes,
and periodic income tax bounties that result from
a
combination of strong economic conditions and taxpa
yer behavior by a small number of high-income filers
.
The revenue tools at the Coun cil's disposal are clearl
y limited.
Other tax revenues are mino r as sources of reven
ue, but periodically they are instrumental
in relieving fiscal pressure. The fuel/energy tax
was increased significantly in response to the fiscal
pressure that resulted both from the dot-com crash in
the early 2000s, and the more recent Great Recession
.
Transfer and recordation taxes were recently increased,
in large part to address school capacity challenges.
Both revenue streams have key weak ness es-fo r exam
ple, a warming climate places downward pressure
on energy consumption and transfer and recordation
taxes are volatile.
4. Montgomery County allocation of resources
The County's fiscal policies result in both costs
and savings. Set asides for contingencies and
pre-funding for known future obligations reduce the
Council's budgetary flexibility in any given year. On
the other hand, the Coun ty's rigorous standards of
financial management reduce the cost of County debt
issued to pay for the infrastructure that supports the
Coun ty's growth and quality of life.
A significant amou nt of budget pressure is the
result of cost factors largely beyond our
control. Debt servi ce--n ow 8.5% of the tax-support
ed budg et-is a function of past decisions, and even
a
significant reduction in the current CIP would have minim
al impact on the current year debt service budget.
Debt service has more than doubled over the past
fifteen years and is projected to continue increasing
.
Education budgets, more than 500/4 of total operating
budget expenditures, are constrained by State law.
Maintenance of Effort (MOE) requirements limit the
Coun ty's flexibility to reduce allocations to education
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budgets. The partial shift of teacher pension oblig
ations from the State to the County has exacerbat
ed the
challenge of meeting the Coun ty's education fundi
ng requirements.

Overall, the County's fiscal, policy and legal
commitments take up approximately 75% of
available resources each year. The remaining 25%
(approximately $1.3 billion in FY19) is what is left
to
fund: existing programs and services in the non-educ
ation agencies, pay increases for employees, incre
ases
in employee benefit costs, increases in workforce
size, any new programs or services, and any educ
ation
funding above the MOE required level.
Factors within the County's control include
the scope of County services, employee
compensation and benefits, and workforce size.
The County addresses needs that other local jurisdicti
ons
do not and provides local funding well in excess
of that provided by othe r local jurisdictions. Salar
ies (56%)
and benefits (24%) constitute the lion' s share of costs
in the Coun ty's budget. On November 15, the Coun
cil
received a detailed briefing on compensation cost
trends within Coun ty Government2 and the key findi
ngs
from that presentation are summarized below.
•

From FY14 to FYl9 , the average annual incre
ase in County revenue (3.5%) was more than
sufficient to accommodate the average annual incre
ase in compensation costs (2.7%).

•

From FY14 to FY19, revenue growth was sufficient
to cove r compensation cost growth because of
the FYI 7 tax rate increase and unprecedented reduc
tions in retirement costs. Absent the tax rate
increase and reduced retirement costs, growth in
compensation costs would have created significan
t
budget shortfalls.

•

The approved Fiscal Plan projects annual avera
ge revenue growth of 2. 7% through FY24. This
revenue growth will be insufficient to cover proje
cted compensation costs if wages, social security,
and group insurance grow at the same rates and
retirement costs are held constant.

•

A budget trade-off exists -cos ts increases for exist
ing positions compete for finite resources against
the cost of adding new positions.

•

Mid-year pay increases consume some of the next
year 's available revenues before that new year
has begun.

Additional Information
More detailed data and information prepared
for the Coun cil's January 15, 2018 Cost of
Government update on revenue pressures, impacts
of fiscal policy, cost drivers within the County's
control,
and cost drivers largely outside the Coun ty's contr
ol are attached in Appendices 1-4 on pages 6-17.
While
the data has not been updated for toda y's prese
ntation, it provides some very useful backgroun
d and
historical detail on the issues discussed.
f:\howard\cost of govt\fiscal plan and expenditure
overview 1-22-19 .docx

2

https://www.montgomerycountymd.gov/council/Re

sources/Files/agenda/col/2018/20181115/20181
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January

February

Summary of Fiscal/Budget Updates Received
by Council
Cou ncil Acti on
Council Briefine:s
Additional Ren orts
• Council reviews current
• Council briefings related to
SAG, CIP guidelines
the State budget/aid

• Council sets SAG for
operating budget

March

April

• Committees make
recommendations for
operating budget

June

• Council approves CBAs for
MCG employees
• Council makes final budget
decisions, including tax rates
• Council approves Fiscal
Plan

July

• Council approves schedule
of revenue estimates

May

• Council briefings related to
the State budget/aid
• Council receives Executive's
recommended budget
• Council briefings related to
the State budget/aid
• Council receives budget
overview
• Council holds public
hearings
• Council briefings related to
the State budget/aid

• 3rd Quarter Update

August
September

• Council approves SAG CIP
(every 2 years)

October

November

December

Other

• Council approves year-end
transfers

• 2nd Quarter Update

• Council reviews updated
fiscal plan and revenues
• Other briefings as requested
(e.g., comp/benefit study)
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Appendix 1: Reve nue Press ure
The Coun ty enters calendar year 2018 facing fiscal
headwinds. In December, Finance updated its
revenue estimates for FYl8 and projections for FYl9
-23. That update included downward revisions to all
sources of revenue.

I i..,r,11 Pl.111 lh:t·emhl'I 201.., ,, . .June 201..,

TAX ES
I Prope rty Tax
2 Incom e Tax
3 Trans fer Tax
4 Recordation Tax
5 Ener gy Tax
6 Telephone Tax
7 Hotel/Motel Tax
8 Admissions Tax
9 E-Cigarette Tax
10 Total Local Taxe s
a.

FY18
FY19
FY20
FY21
(0.881) (13.498) (10.969) (6.033)
(78.805) (54.314) (14.488) (9.008)
(1.670)
(2.440)
(7.120) (I 0.350)
(0.872)
(1.269)
(3.674)
(5.329)
(12.186) (14.028) (15.861) (I 7.730)
(0.721)
(0.582)
(0.496)
(0.61 I)
(0.089)
(0.245)
(0.404)
(0.563)
0.179
0.184
0.191
0.197
0.090
0.091
0.092
0.094
86.100
52.730
49.333

FY22
FY23
Tota l
(3.393)
(0.578)
(35.352)
(25.438) (29.868) (211. 921)
(9.890)
(8.980)
(40.4 50)
(5.140)
(4.635)
(20.919)
(19.392) (20.875) (100. 072)
(l.88 8)
(3.429)
(7.72 7)
(0.721)
(0.878)
(2.90 0)
0.203
0.210
1.164
0.095
0.096
0.557
65.564
68.93
417.6 20

Tax room

The Coun ty has very limited "tax room." The incom
e tax is at the maximum rate permitted by
the State (3.2%). With respect to property tax, nine
votes are required to exceed the so-called Char ter limit.
These two taxes alone provide 88% of local tax reven
ue. Energ y and cell phone tax rates are already high.
Durin g the recession of the early 1990s the Council
raised taxes on income, energy, and telephones,
but as fiscal conditions improved later in the decad
e, the Council reduced those taxes (and, also abolished
the beverage conta iner tax). The Council was then able
to use this "tax room " to counter the sharp down turn
in the early years of the last decade. Similar "tax room
" is less available now.

b. Property tax
Prop erty tax is a stable revenue source. The prope
rty tax rate is, in part, a function of the asses sed
value of property, property tax credit amounts set by
the Council, and the resources necessary to fund the
budget. Unde r the Charter, the amount of property
tax revenue in each year is a function of the previ
ous
year' s property tax revenue, inflation, and new const
ruction.3
Because the Coun ty has little tax room, budget press
ure is occasionally relieved by Council actio n to
exceed the Char ter limit. Most recently this happ
ened in FYI 7, when property tax revenue was set
at
$140 million above the limit, largely as a way of addre
ssing school overcrowding. Prior to FYI 7, the limit
had been excee ded four times: in FY03-05 by $4.3
million, $29 .2 million, and $3 7.3 million, and in FY09
by $117.5 million.

3

Charter §305 limits the growth in real property tax reven
ue to the rate of inflation, excluding new construction,
development districts, and other minor exceptions. Overr
iding the limit requires the vote of all nine Councilmembers
;
until 2008 seven votes were required.
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Persistently low inflation has created downward
pressure on the County budget. The
FYl9 write -dow n ($13.5 million) is attributabl
e to inflation falling below projection. That
write -dow n will affect the revenue from this sourc
e in subsequent years.
Base-broadening efforts, such as eliminating
credits or compliance enforcement, do not
increase revenue at the Charter limit because
the Charter limit is calculated based on the
previous year's revenue. Instead, the effect of
elim inati ng credi ts would be to redu ce rates.
Generally, the credits in the code have a signi
ficant impact on a small num ber of taxpayers,
wher eas the rate reductions that woul d result from
eliminating a credit would be very small.

c. Income tox
Income tax revenue is now projected to be
$79 million below the FY18 approved budget
amount, and by $211 million below during
tbe six-year period from FY18 through FY2
3. This
unexpected decline is significant because reven
ue from othe r sources is either stable (as is the
case with
prop erty tax reven ue at the Char ter limit) or relat
ively mino r (as is the case with all other taxes
, which
toget her prod uce only 12% of total tax revenue).
Income tax revenue volatility is a fact of life for
Montgomery County. Income tax reven ue is
more volat ile than othe r local tax revenue. In
the pre-recession years (FY05-08), revenue rose
37% from
$941 milli on to $1,291 million. It was flat in FY0
9 before falling 19% to $1,042 million in FYIO
. Inco me
tax reven ue botto med in FYI I at $1,039 million
befo re rising 21 % in FY12 to $1,255 million. For
FY18,
income tax revenue had been projected to reach
$1,55 8 million, but now is projected to come in
nearl y $79
million below that numb er. The volatility of incom
e tax reven ue from year to year, and within any
year,
presents challenges for fiscal planning.4
To a large degree, that volatility is the result of
the year-to-year variations in the capital gains
income of a small number of County residents.
In FYI 8, incom e tax revenue has fallen short of
proje ction
in large part because ofa sharp decline in the 2016
capital gains of the Coun ty's top 50 taxpayers.
In 2015 ,
the top 50 taxpa yers realized capital gains of$1
.2 billion. In 2016 , the capital gains income of
those
same
taxpayers was redu ced by half. Consequently, Coun
ty incom e tax revenue from those 50 taxpayers drop
ped
by $21 million (Rev enue Administration Division
of the Mary land Comptroller). Similarly, a revie
w
of tax
return data publ ished by the Comptroller indicates
that roug hly 1.8% of Montgomery Coun ty retur
ns repo rt
income of $500 ,000 or greater. On average,
these retur ns expla in more than half of any
year- to-ye ar
increases in income tax reven ue and more than
I 00% of any year-to-year declines in incom e tax
revenue.
County income tax revenue has also been redu
ced as a consequence of a 2015 decision by the
U.S. Supreme Court. Mary land State Com ptrol
ler of the Trea sury v. Bria n Wynne, et ux. stem
s from the
Maryland tax code prov ision that allowed a credi
t for income taxes paid to other states with respe
ct to the
state incom e tax, but not the county income tax.
The Cour t of Appeals ruled on January 28, 2013
that
"fail ure to allow a credi t with respe ct to the coun
ty incom e tax for out-of-state income taxes paid
to other
states on 'pass -thro ugh' income earned in those
states discriminates against interstate comm erce
and
violates the Com merc e Clause of the federal
Cons tituti on."' The Cour t stayed enforcement
of
its
rulin
g
pend ing resolution of the State 's petition to the
U.S. Supr eme Cour t. The Supreme Cour t grant
ed
certi
orar
i
and heard oral argu ment on Nove mber 12, 2014
. On May 18, 2015 the Court, by a vote of five
to four,

4

A November 2016 State report, Report on Revenue
Volatility and Approaches to Reduce Risk to the State
Budget,
suggested capping the amount of non-withholding
revenue that will be appropriated in the budg
et. See
http://mgaleg.maryland.gov/pubs/budgetfiscal/2016-re
venue-volatility-report.pdf
5
See http://mdcourts.gov/opinions/coa/2013/107al I .pdf
for the Court of Appeals opinion. Brian and Karen
filed suit after the Comptroller ruled that they could
Wynne
not deduct from their Howard County tax bill the $84,5
50 they
paid in income taxes to other states in 2006. The incom
e stemmed from their ownership share in a Maryland
company
that does business nationwide.
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affirmed the Court of Appeals holding that Mary land'
s personal income tax scheme violates the Commerce
Clause.•
•
•
•

The total cost (including interest) ofrep aying the State
for past claims is now estimated to be $136.6
million.
In addition to the repayment obligations, the current
estimate of ongoing annual revenue loss from
Wynne, starting in FYI7 , is $30 million (up from $16.7
million one year ago).
For FY19, the projected revenue loss associated with
Wynne is $43.7 million, followed by $57.3
million in FY20-23, $43.7 million in FY24, and $30
million each year thereafter.

Demographic factors are also placing pressure on
income tax revenue. An aging population'
places downward pressure on productivity and wage
growth. The increasing share of housing units that are
multi-family units also places downward pressure on
income tax revenue as new growth skews more to
housing types that typically accommodate lower incom
e households.
Finally, it is important to acknowledge the desta
bilizing effect of federal tax reform on
County revenue. Changes to exemptions, deductions
, rates, procedures, and calculations will affect tax
behavior and state and local income tax revenues.
d.

FueVEnergy ttd'

The fuel/energy tax- the County's third largest reven
ue sour ce-ge nera tes 5.4 % of local tax
revenue. Revenue from this tax depends on consu
mption, and consumption is affected by weather
conditions, economic conditions, and other publi
c policy interventions that are intended to reduc
e
fuel/energy consumption. Fuel/energy tax revenue is
now projected to decline by $12 million in FYl8 and
by $100 million over the period from FYl8 through
FY23. That projected decline in revenue stems large
ly
from two consecutive warm winters.
The history of the fuel/energy tax tracks the two most
recent fJScal crises facing state and local
governments. In FY03 receipts from the energy tax
were $24 million. The following year, in the face of
a
revenue shortfall, the tax was tripled. In 2010, when
governments nationwide once again faced severe
revenue shortfalls, the Executive proposed a significan
t rate increase in his recommended FYI I budget and
subsequently revised that number twice, ultimately
recommending that rates be set to double fuel/energy
tax revenue. 9 The Council ultimately decided to place
less of the burden of increased rates on businesses
than the Executive had recommended, but agreed as
to the extent to which fuel/energy tax revenue woul
d
close the budget gap. When the dust had settled, reven
ue from the tax in FY12 was $243 million, ten times
the FY03 amount.
From FYU through FY15, the fuel/energy tax was
central to discussions about the County's
fiscal and economic conditions. The Council modi
fied the Executive's plan to reduce the burden of the

6

See http://www.scotusblog.com/case-files/cases/comptr
oller-v-wynne/ for a detailed history of the case. Also
see
http://www.scotusblog.com/2015/05/opinion-analysis-mary
lapds-personal-income-tax-violates-the-commerce-clause/
for an
analysis of the decision.
7
The portion of the County population that is age 60+
increased from 17.29% in 2007 to 20.68 % in 2016.
Over that
same decade, the portion of the metropolitan area
population that is 60+ increased somewhat less, from
14.55
% in
2007 to 17.73% in 2016 (US Census Bureau).
8
The tax is imposed on providers of electricity, fuel
oil, gas, steam, or liquefied petroleum gas. Providers
then pass
the cost of the tax on to their customers. One-third
of reven ue is from energy provided to residential users
and twothirds is from energ y provided to non-residential users.
Electricity accounts for the lion's share of revenue,
with the
much smaller amou nt ofrev enue from natural gas.
9
See http://www.montgomerycountymd.gov/coµncil/Resou
rces(FilesfREPQRTS/FY I 0-11 BudgetAdjustments.pdf
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incre ase on busin esses ." The Coun ty Exec utive
, after origin ally recom mend ing that the incre
ase in
fuel/e nergy taxes sunse t after FYI 2, did not propo
se any reduc tion to fuel/e nergy taxes in his recom
mend
ed
FY!3 budg et. His ration ale was that "the energ
y tax is far more broad -base d than eithe r the prope
rty
or
incom e taxes since it inclu des taxes on energ y
usage of instit ution s and facilities (such as the
feder al
gove rnme nt) that other wise do not pay anyth ing
in taxes to the Coun ty." The Coun cil instea d reduc
ed the
incre ase by 10% ($11. 4 millio n) for FYl3 . The Coun
cil reduc ed the incre ase by anoth er 10% for FYl4
and
by 7% more for FYl5 . The Coun cil decli ned to make
furth er reduc tions in FYl6 , FYI 7 and FYl8 .

e. Transfer and recordation taxes
Revenue from both the transfer tax and the recor
datlon tax are volatile. In Dece mber , Finan ce
wrote down trans fer and recor datio n tax reven ue
by a comb ined $61 millio n. In spite of this volat ility,
the
Coun cil has looke d to these taxes to reliev e fiscal
press ure. Most recen tly, the Coun cil reduc ed the
Gene
ral
Fund porti on of the recor datio n tax. Slow home
sales and relati vely flat home sale price s are amon
g
the
facto rs that have led to slugg ish reven ue. By FY24
it is still expec ted to be $37.2 millio n below its FY06
peak.
•
•

•

Large comm ercia l trans actio ns, and the absen ce
there of, are a signi fican t drive r of reven ue
volat ility.
Othe r facto rs poten tially affec ting these reven
ues inclu de the decli ning portio n of the
resid entia l prope rties chang ing hand s that are singl
e-fam ily detac hed home s 11 and the reduc ed
frequ ency at which house holds move . 12
Prosp ectiv ely, it is possi ble that chang es to feder
al tax law (e.g., limiti ng deduc tions for state
and local taxes , limiti ng mortg age intere st dedu
ction s to $750 ,000) will place down ward
press ure on sale price s. Moo dy's Anal ytics estim
ates that chang es to feder al incom e tax law
will resul t in a 3 .2% reduc tion in Mont gome ry Coun
ty home value s.

10

To help ensure a balanced close to the FYlO budget, which
was under great pressure, the Council raised
residential rates by 323% and non-residential rates by
118% for the May 20-June 30, 20 IO period.
II According to the American Community
Survey, in 2010 single family units were 67.4% of total
units in
Montgomery County. Between 2010 and 2015, five-e
ighths of net new units were multi-family, and the SF
share
dropped 2 points.
12
Seemingly every year, the mover rate sets all-time lows.
See, for example:
https://www.census.gov/newsroom/press-releases/201
7/mover-rates.html Comparing 201 O and 2015 illustrates
the
point. For 18- to 24-year-olds, 45.2% moved in 2015,
down from 48.0% in 2010. Among 25- to 29-year-old
s, 61.2%
moved in 2015, down from 65.5% in 2010. For 30- to
34-year-olds, 52.5% moved in 2015, while 57.0% move
d in
2010.
9
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Appendix 2. Impacts of Fiscal Policy
The Coun ty's rigorous stand ards for sound financial mana
geme nt are of crucia l importance. They
are not beyon d our control, but they repres ent a major
draw on reven ue. In the conte xt of any individual
budge t year, fiscal polici es can be viewe d as a const raint
that limits budge tary flexibility. In the conte xt of
Mont gome ry Coun ty's long-term fiscal plann ing these
polici es are a critical tool, enabl ing the Coun ty to
borro w at a low cost in order to provid e the infras tructu
re that is neces sary to suppo rt the Coun ty's growth.
The standards are outlin ed in Resol ution No. 16-14 15, Reser
ve and Selected Fiscal Policies (June 29, 20 I 0),
which the Council adopt ed durin g the depth of the Great
Recession. The Coun cil added specific annual
reserv e target s in Resolution No. 17-312 (Nove mber 29,20
1 !).'3
a.

Reserve

Our difficult experience during the recession confirmed
that a large reserve, consisting of
unrestricted General Fund reserve and the Revenue Stabi
lization Fund, is essential to sound financial
management. Witho ut it, funds for core Coun ty servic es
may not be availa ble when residents need them
most. 14 Befor e the recess ion our policy called for a 6%
reserve. Unde r curren t policy, the target rises until
it reach es 10% for FY20 and after. 15 In the curren t fiscal
plan, the 10% target is $530. 6 millio n. The target
10% reserv e in FY20 , under curren t projec tions, would
requir e $212.2 millio n more reven ue than a 6%
reserv e.
FY18 and FY19 illustrate both (a) the value of havin
g a reserve and (b) the cost associated
with maintaining it. The unrestricted Gene ral Fund reserv
e, along with any savin gs realiz ed as part of the
FY18 Savin gs Plan, are what will fill the gap create
d by the unexp ected $95 millio n shortfall in FY18
reven ue. On the other hand, replen ishing that reserv
e in FYI 9 will requir e signif icant resou rces that
otherw ise might be used to meet the growi ng needs of
the community.
The reserve policy is also essential to maintaining the
County's AAA bond rating. For more
than four decad es, Coun cils and Execu tives have given
top priority to maint aining the AAA bond rating,
even in the face of extrem e fiscal pressu res. The Coun
ty has held a AAA rating since 1973 and is curren tly
one of 45 of the more than 3,000 count ies nation wide
with a AAA rating from all three rating agenc ies. In
Octob er, the agencies again reaffi rmed the AAA rating
.

b. PAYGO and OPEB
Resolution No. 17-312 also states: "The County shoul
d allocate to the CIP each year as
PAYG O [cash) at least IO% of the amount of general
obligation bonds planned for issue that year."
PAYG O was $34.0 millio n in FY!8 and is curren tly projec
ted at $34.0 millio n annua lly in FY!9 -24.' 6
The resolution also refers to OPEB (Othe r Post-Employme
nt Benefits), including pre-funding
for retiree health benefits. While most gover nmen ts have
not met their full annua l requir ed contribution,
the Coun ty reach ed that goal starting in FY15 . The tax
suppo rted cost for all agenc ies in FY18 was $122.2
millio n, anoth er significant draw on reven ue.

13

The resolution also called for the annual adoption of a fiscal
plan that is balanced in each year of the six-year
period. The Council approved the first such plan in June 20
IO and has done so each June since then. See Resolution
17-312: https://www.montgomezycountymd.gov/council/res
ources/fi!es/res/2011/20111129 17-312.pdf
14
The purpose of maintaining a reserve is not just fiscal, but also
economic. Countercyclical economic progr amssuch as the earned income tax credit, workforce training, and
business attraction - are most valuable during
economic downturns when resources are often scarce.
"The target for FYIS is 8.9%, followed by 9.4% in FY19 and
10.0% in FY20.
16
The cost of this fiscal policy is driven by the amount of GO
debt to be issued. IfGO debt issued in FY19 is $330
million (down from $340 million), then PAYGO will be $33
million (rather than $34 million).
10
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App endi x 3. Costs Larg ely Beyond Our Cont
rol

a. Debt service17
Debt service represents 8.4% of the FY1 8 tax
supported budget, $399 .9 mill ion- far more than
Mon tgom ery College, M-NCPPC, or any depa
rtme nt of County Government. Debt service is
projected
to rise steadily to $486. 7 million by FY23, and
the debt service budget and its current trajectory
reflect
decisions already made.
The County's capital improvements program
(CIP) has been muc h more robust than that
of
most othe r jurisdictions. While othe r counties
rarely provide more local funding than is needed
to match
their State school construction aid, the County is
funding 82% ($1.4 billion) ofM CPS 's $1.7 billio
n CIP.
The Coun ty's own $275 million allocation for road
construction is lower than it has been, but it dwar
fs that
of other jurisdictions in the region. The County
also has a significant program to add, replace, or
renov
ate
fire stations, police stations, libraries, recreation
centers, parks, bridges, hiker-biker trails, and
publi
c
amenities. In the past two decades, it has also inves
ted heavily in the campuses of Montgomery Colle
ge,
and is currently investing in a new headquarters
for several departments, including the Parks and
Planning
departments of the Maryland-National Capital Park
and Planning Commission.

Most of these improvements have been funded
by General Obligation (G.O.) bond proceeds. The
principal and interest on these bonds, along with
payments on short-term and long-term leases, are
projected
to consume nearly 12% of General Fund operating
revenue over the next few years, much higher than
the
traditional 10-11% of General Fund revenue. As
noted above, debt service consumes more than 8%
of the
operating budget (all funds). Debt per capita, debt/
total income, and debt/total assessed value are at
historic
highs, all below the Council's standards:
Debt/ Asses sable Base
Debt servi ce % of GF
Debt/ Capit a
Debt /Inco me

Standard
<1.5%
~10%
g2,2 00
<:3.5%

FYI2
1.56%
IO.IO%
$2,675
3.60%

FYI4
1.76%
10.31%
$2,84 8
3.71%

FY16

FY18

FY20

FY22

1.87%
11.06%
$3,180
3.93%

FY24

1.85%
11.30%
$3,173
3.85%

1.82%
11.74%
$3,153
3.72%

1.79%
11.92%
$3,253
3.60%

1.78%
11.80%
$3,174
3.57%

By historical standards, these valu es are poor
. Debt has normally not exceeded 1.5% of real
property value in any year, but the projection is
that debt will exceed that standard in every one of
the next
six years. The debt/income rate also normally has
not exceeded the 3.5% standard, but the projection
is that
it will be exceeded in all years. The debt/capita
standard has been exceeded by a wide margin for
many
years, now exceeding the standard by about 40%
. The debt service as a percentage of operating reven
ue is
often above I 0% but rarely above 11 %; now the
projection is for a ratio close to 12% nearly every
year
(and would be above 12% if property tax reven
ue had not exceeded the Charter limit in FYI 7).
These
figures would be even worse, but the Finance Depa
rtment has proactively issued refunding bonds to
take
advantage of lower interest rates when they are avail
able.
In October 1992, in the midst of a less sever
e recession than the most recent one, the Coun
cil
approved guidelines that reduced the G.O. bond
portion of the CIP from $810 million to $600 milli
on
a
26% reduction - while public demands for schools,
transportation, and other public facilities were argua
bly
as high as they are now. That cour se correctio
n set the County's debt service situation on
a healthy
fiscal path for the next two decades. However,
since FYl2 the indicators have slipped into unch
arted
territory, well beyond the standards adopted in the
early 1990s.
17

See http://montgomerycountymd.granicus.com/
MetaViewer.php?view id=! 69&c lip id= I 3851
&meta id= I 43772
for the Octo ber 3, 2017 Council packet on spend
ing affordability guidelines for the FYI 9 capital
budget and the FYI 924 Capital Improvements Program.
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Little can be done to reduce the cost of debt
service in the short term and reducing the cost
over the long term requires large and/or susta
ined reductions in borrowing. One potential appro
ach is
to substantially cut back the size of the CIP, as
was done in 1992. The othe r is to slowly ratch
et
back
the
size of the debt-funded CIP - or at least keep it
flat - over the next IO or 12 years. This would
allow time
for grow th in the assessable base, population, and
income to catch up to the grow th in debt. This
is in fact
the approach that the Council supported last fall
during its initial discussion of the spen ding affor
dability
guidelines for the capital budget.

b. The MCPS Budger8
MCP S is a world-class school syste m and a vital
contributor to the Coun ty's high quality of life.
The $2.5 billion tax-supported MCP S budg et
for FY18 is about half of the total tax supported
budget
(incl udin g debt service). For many year s MCP S
has received over half ofall avail able agency spen
ding (not
including debt service), including 54% in FYI
8.

In FY18 an additional $316.4 million was appr
opriated in the County Government budget.
That amou nt included debt service on scho ol
construction bonds ($15 0.4 million), pre-fundin
g MCPS
retiree health benefits ($74.2 million), mult
iple support services ($65.8 million), and
technology
mode rniza tion ($26.0 million). To illustrate the
magn itude of this commitment, note that it is more
than the
allocation for any of our large st Coun ty Gove rnme
nt departments (Police, Fire and Rescue, or HHS
). The
Coun ty does not get credit for these Coun ty expe
nditures when the State determines whether the
County
has met its Maintenance of Effo rt requ irem ent
(discussed in detail below).
The primary formulas to distribute State aid
are wealth-equalized. Consequently, most years
the Coun ty receives the second or third lowe st
per pupil amount of direc t school State Aid. In
FYI8, the
Coun ty's own revenue funded 66. I% of the tax
supported MCPS budget, inclu ding the amou nt
requi
red for
the State pens ion payment, wher eas State aid acco
unted for 27.0% of the MCP S tax supported budg
et.
MCPS enrollment has grown steadily in recen
t years. The preli mina ry enrollment for this year
is 161,936, a one-year increase of over 2,90 0
students or 1.8%. Over the past IO years enrol
lment has
increased by over 23,000 students and is proje
cted to increase by anoth er 7,000 students in the
next six
years. A large part of enrollment grow th has come
in students from low-income families, who comp
rise
34.5 % of total enrollment this year, and stude nts
receiving English as a Seco nd Lang uage (ESOL)
servi
ces,
who comp rise 14.2% of total enro llme nt this year.
MCP S reflects the chan ging demo grap hics of the
County;
its stude nts come from 157 different countries
and speak 150 languages.
The State Maintenance of Effort (MOE) law
requires local jurisdictions to fund school
systems at the same amount per pupil as the prio
r year. Any increase to the Coun ty contribution of
new
dollars abov e MOE adds Jo the base calcu latio
n for the next year and cann ot be redu ced in futur
e
years
( abse nt a waiver).
Since MOE is a per pupil amount, the total
funding level adjusts according to enrollment
changes. Rece nt enrollment increases have resul
ted in County contributions incre asing by $24.2
million in
FYI6 , $20. 0 million in FYI 7, and $28.1 million
to meet MOE in FYI 8.
The most significant cost associated with MOE
is not the annual increases tied to enrollmen
t
growth, but rather the long-term effects of exce
eding it. From FY0 I-09, Mon tgom ery County funde
d
18

See http://montgomerycountymd.granicus.com/Meta
Viewer.php?view id=l6 9&cl ip id=l3 345& meta
id=J38864
for the May 15, 2017 Council packet on the FY18
MCPS operating budget. Summary data and analy
sis are available
at http://montgomerycountymd.granicus.com/Meta
Viewer.php?view id=! 69&clip id=! 3108&meta
id=I34851, the
April I 8, 20 I 7 Council packet on the FYI 8 opera
ting budget overview.
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the school system a cumulative $576 million above MOE
. During the Great Recession, this level of local
funding became unsustainable. In FYIO and FYI I the
County sought waivers from the State Board of
Education, and ultimately rebased MOE to a lower lever
in FY!2. The MOE law, as revised by the General
Assembly in 2012, requires a State waiver to reduce the
MOE level. The law also authorizes intercepting
counties' income tax revenue to meet the level and overr
iding voter-approved limits on property taxes.
The last six years are a mixed picture. From FY!3
- I 6 the Council funded the school system at
MOE as the slower than anticipated economic recovery
cautioned against increasing the MOE base and
locking in higher future spending requirements. In FYI
7, in collaboration with the Board of Education, the
Council funded that school system $89.3 million above
MOE in an effort to direct more resources to class
size reduction and addressing the academic opportunity
and achievement gap. In FYI 8 the Council funded
MCPS $21.2 million over MOE.
Maintenance of Effort for Montgomery College
requires that the County provide the same
amount ofloc al funding as in the previous year. The
College's MOE, unlike MCPS', does not adjust for
enrollment. While this means that appropriations need
not increase when enrollment is rising, it also means
that the County may not decrease the appropriation in respo
nse to declining enrollment. FY18 was the fifth
consecutive year of declining enrollment for the Colle
ge. After the difficult years of the Great Recession,
County funding for the College increased each year from
FY14 through FY18.
An additional pressure on the County budget is the
MCP S pension shift. In its 2012 session,
the General Assembly required that counties begin contr
ibuting local funds toward the cost of the State
pension plan for teachers (and other school employees
eligible to participate in the State pension system).
The law established a set phase-in schedule of contributio
ns for each local jurisdiction from FY 13 through
FYl6 , with full funding required in FYI 7. For Mont
gomery County, this requirement began at $27 2
million in FYl3 and rose to $58.6 million in FY18.
The combination of the pension shift and MOE bas
exacerbated budget pressure. For FYl3
through FY16 these amounts were required in addition
to a county's MOE requirement. The law required
that these payments be included in the MOE base begin
ning with the FYI 7 per pupil calculation. As a
result, the MOE per pupil amount increased by nearly
$300 from FYl6 to FYI 7 solely due to the addition
of the state pension shift in the calculation.

Going forward, the MCPS budget must absorb the norm
al cost impact of salary improvements and
workforce growth determined by the Board of Education
and changes in benefit levels and plan assumptions
made by the State. None of these factors are in the Coun
ty's control, but the County will ultimately be
asked to pay the bill.
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Appendix 4: Costs More Within Our Control

a. Scope andfunding ofservices
The Finance Department has noted: "In the muni
cipal bond market, the name Montgomery County,
Maryland is synonymous with the highest quali
ty bonds." The County is also defined by the
overall
excellence of the services it provides. This fact
is routinely cited by residents and businesses throu
ghout
the County.

A good example is consumer protection. Exce
pt for How ard County, which has a small office,
all other Maryland counties rely on the Consumer
Protection Division of the Attorney General's offic
e to
perform this function. The Coun ty's OCP , funded
at $2.4 million in FYI 8, provides a wide range of
services
that enjoy strong public support and woul d not
otherwise be available. For a detailed review
of these
services, see the April 29, 2011 Public Safety Com
mittee packet. 19
This added dimension of effort to serve the Coun
ty's diverse population, often in groundbreaking ways, is a bedrock characteristic of
all County agencies - MCPS, Montgomery Colle
ge, and
M-NCPPC as well as County Government. In
many service and policy areas, the County provi
des
local
dollars well above the level of most local jurisdicti
ons. Through upfront investments the County has
soug
ht
to improve opportunities for child ren's success and
achieve long-term savings in the cost of energy, chron
ic
health conditions, and other areas. Initiatives to
provide direct services, support the work of comm
unity
organizations, and offer incentives for businesses
and residents include the following:
Transportation and Pedestrian Safety
• The Coun ty's Ride On bus system transports
more than 26 million passengers annually and
has
lower-cost options for seniors, people with disab
ilities, and youth.
• Senior transportation and mobility manageme
nt services that provide flexible fIXed route servi
ces
in neighborhoods and limited door-to-door servi
ces to senior centers.
• The Pedestrian Safety Initiative, which inclu
des new sidewalks, bus stop improvements, fulle
r
compliance with the American with Disabiliti
es Act, bikeway and pedestrian intersection
improvements, education, and enforcement.
• Funding for planning, design, and right-of-w
ay acquisition for the initial phase of Bus Rapi
d
Transit.

Protecting the Environment
• Requirements for County buildings to meet
LEED standards and investing in energy effic
ient
systems such as geothermal heating and cooling.
• Property tax credits for energy and environme
ntal design, renewable energy devices (geotherm
al,
solar), and voluntary clean-up of a qualified Brow
nfields site.
Safety Net and Income Support Services
•
•
•

Health care for the uninsured
Supplemental funding to support organizations
providing direct services to the developmentally
disabled and vulnerable seniors in need of foste
r care or day care
Funding for the production and preservation of
affordable housing and rental assistance for lowincome and disabled residents

19

http://www.montgomerycountymd.gov/COUNCJL/Reso
urces/Files/agenda/cm/2011/l l 0429/201 I 0429 PS2.p
df
Note in particular the OCP Director's memo on ©3 of
that packet, the memo from the Director of the State's
Consumer
Protection Division on ©12, and comments on OCP's
role and importance from the Police Chief, the State's
Attorney,
and others starting on ©23.
14
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County match to the Earned Income Tax Credit
County funding for child care subsidies and expa
nsion

of full-day Head Start classes

Health and Wellness
• Highly competitive agency health plans for
employees and dependents, and employee welln
ess
initiatives to reward healthy behaviors.
• The Montgomery Cares program for low-incom
e, uninsured adult residents and the Care for Kids
program for uninsured children.
• Programs that support the health and wellness
ofM CPS students, including School Health Serv
ices,
School-based Health Centers, High School
Wellness Centers, Youth Opportunity Centers,
Linkages to Learning, child and adolescent ment
al health services, weekend food programs, and
after-school programs such as Rec Extra and Exce
l Beyond the Bell.
Support for Arts and Humanities, and Commun
ity-based Non-Profit Organizations
• Funding to the Arts and Humanities Council
for operating support grants to arts organizatio
ns,
advancement grants, and administration.
• Funding to the Montgomery Coalition for Adul
t English Literacy (MCAEL) for community grant
s,
workshops, and instructor training.
• Executive and Council grants to local non-profi
t organizations providing emergency and safety net
services and youth development programs directly
to residents.
Neighborhood redevelopment, business, and work
force development
• Neighborhood redevelopment capital proje
cts in Wheaton, East County/White Oak, and
other
communities total $300 million over the next 6 years
.
• Local funding for economic development incen
tives well in excess of other Maryland jurisdictions.
• Support for unique economic and workforce
development programs, such as an impact grant
program for local bioscience innovators, and assis
tance for participants in certain career pathway
training programs to help minimize economic barri
ers to success.
Parks and Recreation
• County funding that supports 417 parks and the
management of more than 37,000 acres of parkland,
including 151 local parks, five regional parks, and
290 athletic fields.
• Support for Recreation Department facilities,
including comm unity and neighborhood recreation
centers, senior centers, and aquatic centers. Prog
ramming includes after-school programs, sports
leagues, senior programs, and therapeutic recreation
.
b. Employee salaries and benefits
Local governments are labor-intensive. As in past
years, salary and benefit costs for active and
retired employees of all agencies account for 80%
of the Coun ty's FY1 8 tax supported budget. For
MCPS
alone, the figure is 90%.

Here as throughout the nation, compensation
was severely constrained during the Great
Recession. For example, in the FYl0 -13 period Coun
ty Government employees received no general wage
adjustments (COLAs) for all four years and no
service increments (step increases) for three years
; their
share of health and retirement benefit costs was
increased; and there were progressive furloughs
in
FYI
I.
These measures helped the County manage large
position cuts with almost no layoffs. These chan
ges
resulted in savings of$4 69 million, with annual
ongoing savings of$1 56 million.
The picture for the FY14-16 period was quite
different. For merit system County Government
employees not at their maximum salary (now 67%
of the total workforce), the compound pay incre
ases
negotiated by the Executive and approved by the
Council for these three years totaled 20.6% for
gene
ral
government employees and still more for public
safety employees eligible for make-up service incre
ments.
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While pay increases at othe r Cou nty agencies
are sometimes on a different schedule, the patte
rn over time
is similar. As in past years, data from our
regional compensation survey and from OHR
's
Personnel
Management Review show that pay increases
in most other juris dicti ons were smaller.
The Exec utive 's agreements in 2017 with Cou
nty Government bargaining units - UFCW
Local
J994/MCGEO, FOP Lodge 35, and IAFF Loca
l I 664 - included both general wage adjustme
nts and seivice
increments. The Executive negotiated twoyear agreements with MCG EO and IAFF
and a one-year
agreement with the FOP. For employees
eligible for both the general wage adjustme
nt and seivice
increments, the increases in FYJ 8 and FY19
are 5.5%. 0MB projected the total cost for
all
provisions at
$33.67 million in FYJ 8 and $36.04 million in
FYJ9. (Since the Executive entered into a oneyear agreement
with the FOP, the cost estimate for FY19
assumed that the FOP will receive the same
general wag e
adjustment and seivice increment as negotiate
d in FYJ 8.)

The results of contract negotiations over the
years stem in part from the structure of the
County's collective bargaining laws. In its Janu
ary 2011 report, the Organizational Reform Com
mission
proposed several changes that in its view wou
ld "create a more equitable balance between
the
need
of
County tax supported employees and the need
s of County residents."20
Another factor in recent years has been the
Executive's view that arbitration-related cour
t
decisions in 2012 and 2013 impel him to
reach agreement with our bargaining units
and avoid
arbitration. As the Executive wrot e in his FY1
4 Recommended Operating Budget, in discu
ssing the large
FYJ 4-15 pay increases detailed above, "the
result [otherwise] would likely have been arbit
rator-mandated
decisions on raises that could double or tripl
e the rates of raises contained in the package
I negotiated with
our unions." 21 Whether one agrees with the
Executive's view, it is the Council that by law
must approve
any term or condition in an agreement that
requires an appropriation of funds or enactmen
t, repeal, or
modification of a County law or regulation.
While salaries represent 56% of the total
tax-supported budget, health and retireme
nt
benefits for the agencies' active and retired
employees represent an additional 24%. The
agencies'
benefits are also highly competitive with those
of other local governments and the private
sector. For
example, except for non-public safety County
Government employees hired since October
1994
,
all agen cy
employees are eligible for defined benefit pens
ion plans and retiree health insurance, both
of
whic
h are
increasingly rare in the private sector.
Benefits for MCPS employees are especially
attractive. For example, while the MCPS emp
loyee
share of health care premiums has risen in
recent years, it remains well below the share
for Cou nty
Government employees. If the shar e were the
same, the result wou ld be annualized saving
in the range of
$24 million. As for retirement (leaving aside
the $58.6 million cost of the pension shift in
FY1
8), MCP S is
the State 's only school system with a county-fu
nded supplement to the State pension benefit.
Funding the
supplement alone was projected to cost $25.3
million in FYI 7. Given the pressing need for
more classroom
resources, the Council has urged the Board
of Education to sharpen its focus on these issue
s. This revie w
is especially important because of the coming
spike in projected MCP S benefit costs. Pre-f
unding MCP S
retiree health benefits in FYl8 -23 is now proje
cted at $547.8 million, $207.6 million (61.0
%) above the
December 2016 projection, because of revis
ed actuarial assumptions. MCP S pension fund
costs of $71.8
20

See http://www.montgomerycountymd.gov/coun
cil/Resources/Files/doc/20!5/MCORC.pdf for the
Conunission's
report, pages 33-43. The Council approved two of
the Conunission's proposed changes: to repeal "effe
cts bargaining"
with the police bargaining unit and require that an
arbitrator evaluate and give highest priority to the
County's ability
to pay. Other changes proposed by the Conunissio
n would require an arbitrator to determine first if
a final offer is
affordable without raising taxes or lowering the
existing level of public services; replace the singl
e arbitrator with a
three-person arbitration board, with each party selec
ting one member and the two members selecting
a third member;
and increase openness and public input in the colle
ctive bargaining process.
21
See http://montgomerycountymd.granicus.com/Met
the April 16, 2013 Council packet on the FYl4 Oper aViewer.php?view id=6&clip id=4962&meta id=48530 for
ating Budget overview, pages 6-7.
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million in FY18 (apa rt from $56.8 million
for the Stat e's partial pension cost shift)
are now projected to
increase by $21.1 million (29.4%) to $92.
9 million in FY23.

c.

Workforce size

Workforce size is anot her cost driver that
is more within our control. The table belo
w prov ides a
useful overview of the change in workforc
e size for the four agencies combined and
for
each
agen cy over
the 15 years since FY0 4:

Total Four Age ncie s

FY04

FY11

FY18

27,696

29,367

32,192

--

6.0"/,,

9.6%

7,390

7,375

8,384

..

.fJ.2%

13.1%

18,002

19,439

21,091

..

8.0%

8.5%

1,443

1,773

1,802

..

22.8%

1.6%

861

780

915

..

-9.4%

17.3%

Change from ptio r
Coun ty Gove rnm ent

Change from prior
MCPS

Change from prior
Mon tgom ery College

Change from prior
M-N CPP C (Montgomery)

Chan£, from prior

Total Change,
FY04-18

16.2%
13.5%
17.2%

24.9%
6.2%

Several points eme rge from this overview
:
•

Total wor kfor ce growth in FY04-18 was
16.2%. This compares with increases in
population of
14%, hous ehol ds 11%, and K-12 enrolhne
nt 17% during the same period.
• Total workforce grow th in FY04-18
falls into two distinct periods. FY0 4-ll
includes the Gre at
Recession; FYI 1-18 includes the post-rece
ssion recovery years. Total workforce grow
th in thes e
two periods was 6.0% and then 9.6%.
• Exc ept for MC PS, workforce changes
by agen cy show a different pattern for
the two periods.
Cou nty Gov ernm ent and M-NCPPC show
ed declines in the first period, followed by
large increases
in the post-recession period. Montgomery
College show ed the opposite trend, with a
large increase
in the first period and a small increase in
the second. The workforce trends for the
Coll
ege refle ct
enrollment that increased significantly duri
ng the recession and has subsequently decl
ined.
A full understanding of these agency work
force changes requires a careful review of
the specific factors
that underlie them, including prec isely whe
re and why the chan ges have occurred. Con
trolling the cost of
government will continue to require restr
aint in this area as well.
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