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Baltimore

Baltimore’s revenue in 2011 remained below the
previous peak, and the city faces challenges in
its long-term obligations

By 2011, revenue was still 2 percent below prerecession levels, and the city’s financial outlook was mixed.
(See Figure 1.) After revenue bottomed out in 2009, property tax collections contributed to a revenue
uptick, and the city kept operating spending flat between 2009 and 2011. Strides have been made in
building reserves, but unfunded retirement obligations remain a concern in city finances."
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Growth in Baltimore’s property tax collections helped the city
recover from early losses in intergovernmental aid

Cuts in intergovernmental aid, declines in taxes on property transfers due to the weakness of the local
housing market, and a sharp drop in investment-related income drove revenue to a bottom of $1.9 billion in
fiscal 2009.* From that low point, Baltimore’s revenue partially rebounded between 2009 and 2011 because
of increases in property tax collections, charges and fees, and intergovernmental aid.

Property tax revenue grew $105 million after adjusting for inflation, despite falling assessed property values
and static tax rates, mainly because, in the declining market, homeowners could not take advantage of
Maryland’s Homestead Tax Credit, a mechanism to control tax increases when values are rising.” Charges



and fees increased $14 million based on increases in licenses and permits and in fine and forfeiture
collections, and intergovernmental aid grew modestly between 2009 and 2011, a period that included
receipt of federal funds as part of the American Recovery and Reinvestment Act. But despite these increases,
Baltimore’s revenue did not recover to the prerecession peak.

Spending stayed flat during the rebound,
helping Baltimore close gaps

Even as revenue began to rebound after the Great Recession—growing 4 percent between 2009 and 2011—
operating spending stayed flat as the city rebuilt its financial cushion. While some spending grew, the largest
cuts were in housing and economic development and public safety, which together declined by $48 million.

Cuts in police and fire department overtime accounted for approximately half of that reduction. The city also
implemented employee furloughs and layoffs.*

Managing the future: Long-term obligations
continued to place fiscal stress on Baltimore

Demand for services, investment decisions, and revenue performance driven by economic activity and
demographic changes will shape Baltimores fiscal future. Long-term factors of financial health, which can
be analyzed using the data available, are pensions and retiree health care obligations and reserve levels.”

After using more than half of its general fund reserves, the city rebuilt its balance to $95 million in 2011
(58 percent higher than in 2007) to better address future budget gaps. (See Figure 2.) But pension
obligations remain a concern. The systems total funding level fell from 91 percent in 2007 to 81 percent
in 2010.

FIGURE 2
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The city’ position was further worsened by 2010 state legislation that required all Maryland municipalities
to take on some teacher pension commitments.® The same year, the city enacted pension reform, but a
federal court struck down a major provision of the law in 2012, finding disproportionately negative effects
on younger police and firefighters.” At the time of publication, the city was appealing the verdict; if it is
upheld, pension costs would increase.

An independent audit in 2013 characterized police and firefighter pensions as a growing and major financial
issue,” and the findings of a more comprehensive 10-year forecast commissioned by Mayor Stephanie
Rawlings-Blake affirm those conclusions. The study warned that absent further reforms, the city faces several
years of growing fiscal stress and cited unfunded pension liabilities and a significant infrastructure gap,
among other challenges.’

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