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Denver had some short-term pain from the recession
but was in a stronger fiscal position by 2011

Denver’s revenue had almost returned to its pre-downturn peak by 2011 thanks to a significant rebound in
the two years after the end of the Great Recession, but some concerns remained. (See Figure 1.) Every major
revenue category grew between the 2009 low point and 2011, led by sales tax collections. At the same time,
Denver cut its operating spending, allowing the city to rebuild its reserves. Denver took a proactive approach
to its long-term obligations, positioning itself well for the future.’

FIGURE 1

Denver Governmental Revenue, Percent Change From
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Early losses in sales tax and intergovernmental aid forced
reserve drawdowns and spending cuts

Denver felt the effects of the national downturn most acutely in 2009, as total revenue dropped $150 million
(10 percent) from the previous year, after adjusting for inflation. Collections from the city’ largest revenue
source, a local 3.62 percent sales tax, declined $51 million between the 2008 revenue peak and the low
point one year later.” Intergovernmental aid dropped $43 million at the same time, despite passage of the
American Recovery and Reinvestment Act early in 2009.
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FIGURE 2

Change in Key Denver Operating Expenditures, 2008-11
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The large shortfall in 2009 prompted a drawdown of $60 million from the city’s reserve fund that year.

But, that was not enough to cover gaps. City leaders were forced to reduce spending, including a $52 million
cut to public safety and a $12 million reduction in funds for social services and health, a core function of the
joint city-county government. (See Figure 2.) Denver implemented a hiring freeze halfway through 2008,
and in 2009, then-Mayor John Hickenlooper created a voluntary early retirement program for

city employees.’

Rebounding revenue and continued spending cuts
helped the city bolster its reserves

Personal consumption was a key driver in Denver’s postrecession rebound, as reflected by sales tax growth
of $46 million between 2009 and 2011. Though sales taxes led the way, every revenue category increased
in the two years following the end of the Great Recession. The category, “other non-tax revenues,” which
includes investment income, increased $27 million, charges and fees grew $21 million, and property tax
collections rose $20 million.

Despite the revenue gains, Denver continued targeted spending cuts between 2009 and 2011. Parks,
recreation, and cultural facilities ($32 million) and social services and health ($21 million) were reduced
the most.* Combined, the revenue gains and spending cuts allowed the city to replenish its reserves by
$52 million between 2009 and 2011.
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Managing the future: Proactive fiscal management
positioned Denver well for the future

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

Denver took action to fund its future retiree health care liabilities. With assets of $88 million in 2010,
funding slightly less than half of its long-term retiree health commitments, the city was one of only four
examined with funding levels above 40 percent.’

In 2010, the city’s pension funding level was down to 86 percent from 97 percent three years earlier—Ilargely
because of market declines. But Denver continued to make its recommended contributions, and in 2007,
2008, and 2010 it exceeded the annual recommended amounts.

See Pew’s 30-city interactive at pewstates.org/City-Fiscal-Conditions-Interactive for complete data.
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3 Christopher N. Osher, “960 Eligible for Early-Retirement Offer; Denver’s City Council Must OK the Budget-Cut Plan; Police Officers Are Voting
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http://www.denvergov.org/Portals/344/documents/CAFR/CAFR_2012.pdf

5 For more information on and analysis of the state of retirement funding in the 30 cities, see The Pew Charitable Trusts, American cities project,
Cities Squeezed by Pension and Retiree Health Care Shortfalls (March 2013), http://www.pewstates.org/uploadedFiles/PCS_Assets/2013/Pew_city_
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