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After revenue losses and deep cuts,
Atlanta’s property tax increase helped create
a postrecession rebound

After bottoming out in 2009, Atlanta’s revenue bounced back strongly in 2010, then dipped somewhat in
2011, a signal that problems remained two years after the end of the Great Recession. (See Figure 1.)

An increase in property tax rates and growth in intergovernmental aid drove revenue to that 2010 high
point; yet even as revenue grew, it was aggressive spending cuts that most helped the city cope with its fiscal
woes and rebuild depleted reserves. Still, underfunded pension obligations and retiree health care promises
pose continuing challenges, though a reform deal was reached with unions in 2011.!

FIGURE 1

Atlanta Governmental Revenue, Percent Change From
Pre-downturn Peak, 2007-11

15% Note: Shaded area indicates the
period of the Great Recession as
defined by the National Bureau of

10%

Economic Research. Amounts are
in 2011 dollars.
5% Source: Pew calculations from
Atlanta’s Comprehensive Annual
Financial Reports for fiscal
0% 2007-11.
© 2013 The Pew Charitable Trusts

-5%

2007 2008 2009 2010 2011
$724 Million $722 Million $701 Million $793 Million $780 Million

Stark revenue declines between 2007 and 2009
drained reserves and led to deep cuts in public safety and
services for residents

Between 2007 and 2009, Atlanta’ total revenue declined $24 million to its low point of $701 million.
Decreases in sales tax receipts, investment income, and license and permit fees offset gains in property tax
collections. In response, the city drew down most of its $99 million reserve fund—Ieaving just $4 million,
after adjusting for inflation—and cut spending. The city closed community centers and reduced public
safety expenditures 14 percent.” In late 2008 and early 2009, police officers, firefighters, and other public
workers endured furloughs that amounted to 10 percent pay cuts.’ In 2009, city officials continued to
sharply reduce operating expenditures, and, faced with depleted reserves, increased property tax rates
and fees.*



Property tax and intergovernmental aid were key drivers
in a sharp revenue rebound, but concerns remain

In 2009, the City Council passed a 36 percent increase in the property tax rate,” which led to revenue
growth of $77 million in 2010 despite declining property values and loss of productive properties because
of foreclosures.® (See Figure 2.) In addition, intergovernmental aid to the city, including funds from the
American Recovery and Reinvestment Act, increased substantially between 2009 and 2010, from $47
million to $82 million, supplementing the rise in property tax revenue.”
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Key Drivers of Change in Atlanta’s Revenue, 2009-10

80% Source: Pew calculations from
! Atlanta’s Comprehensive Annual
60% $35 Mill. Financial Reports for fiscal
° 2007-11.
© 2013 The Pew Charitable Trusts

40%
20% $77 Mill.

0%

Property Tax Aid From Other
Governments

In 2011, however, Atlanta’s revenue growth waned, presenting another challenge for the city.
Intergovernmental aid dipped $21 million, and property tax revenue dropped $14 million because of
further declines in assessed values.® Spending reductions, which began in 2009, continued in 2010 and
2011, with further cuts to general governmental services and public safety. Those decreases contributed
to the city’s ability to rebuild its reserves to $81 million in 2011.°

Managing the future: Atlanta implemented pension
changes to strengthen its long-term fiscal position

Spending commitments, demand for services, and revenue performance are among key factors that will
affect Atlanta’s future fiscal health. Long-term obligations which can be analyzed using the data available
are pensions and retiree health care and other benefits.

Atlanta’s four defined-benefit pension plans had just 53 percent of the amount needed to cover $4.1 billion
in long-term commitments. In 2011, the city struck a deal with its unions that officials say will save
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$277 million over 10 years.'” The agreement requires current employees to pay a share of their
contributions and creates a hybrid pension plan for new hires, among other changes. Atlanta also was
one of 16 among the 30 studied that, as of 2010, had no funds set aside to pay for future retiree health
care obligations."'

The City Council also adopted an ordinance requiring five-year budgeting designed to stabilize the
economy and improve long-term viability.'*

See Pew’s 30-city interactive at pewstates.org/City-Fiscal-Conditions-Interactive for complete data.
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