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For residents of many major U.S. cities, the recession will
mean higher local taxes and new fees in the year ahead,
continuing a trend that began this past year. And for
some local government workers who retain their jobs, it
will mean fewer and costlier employee benefits. Those
are some of the conclusions that emerge from our ongo-
ing review of how 13 city governments, including Phila-
delphia’s, have been coping with hard economic times.

Most of the cities have been dealing with another year
of significant budget gaps, although their shortfalls, for
the most part, were slightly smaller than a year ago. To
offset drops in existing revenues, four of the cities are
weighing or have approved higher local taxes or fees
for fiscal 2011 that would impact a broad swath of resi-
dents or businesses. Six of them already had imposed
increases for fiscal 2010. Among the 13 cities, as of late
May, Philadelphia was the only one enacting a broad tax
hike a second year in a row—a property-tax increase for
fiscal 2011 after a sales-tax increase for fiscal 2010. But
one way or another, all of the cities are looking for ad-
ditional revenue streams from residents or businesses.
Most cities are planning increases in smaller, targeted
fees, fines or taxes—such as telecommunications fees,
parking fines and an aviation fuel sales tax. Casino gam-
bling that boosts local tax revenue has been proposed
or recently approved for four of the cities.

New revenue streams are just part of the story. All nine
cities that had detailed their plans for fiscal 2011 as of
late May, including Philadelphia, were proposing further
job cuts through layoffs, attrition or eliminating vacant
positions. In most cases, the job reductions were to be
less severe than during fiscal 2010. Most cities, includ-
ing Philadelphia, also were seeking further employee
concessions, such as pay freezes and higher benefit
contributions for fiscal 2011. That includes trying to get
workers to assume more of the costs of their pensions,

steps Philadelphia began taking last year. Every city for
which figures are available reported a marked deterio-
ration in pension-fund assets between 2008 and 2009.

City services remain stressed. Many cities plan to keep
doors closed on some library branches, recreation
centers or firehouses that had been shuttered in fiscal
2010. New York and Boston were proposing further
closures of pools and reductions in library subsidies.
Detroit plans to begin implementing a three-year
government restructuring operation, starting with con-
solidation of seven city agencies and cutbacks of some
services in fiscal 2011. On the other hand, at least two
cities, Columbus and Phoenix, are reopening some pre-
viously-closed community centers and restoring some
previously-discontinued trash pickup, thereby allowing
residents to see the benefit of recent tax hikes there.
Philadelphia’s Mayor Michael Nutter said he would
close two fire companies and cut back library hours,
although he has pledged to keep all functioning pools
open at least through the coming summer.

COMPARISON CITIES

In addition to Philadelphia, this update report examines
Atlanta, Baltimore, Boston, Chicago, Columbus (Ohio),
Detroit, Kansas City (Missouri), Los Angeles, New York,
Phoenix, Pittsburgh and Seattle. These 12 cities were
chosen primarily for reasons of size and geography.

This report updates our two previous reviews of budgets
in the same cities, the first in May 2009 (Tough Deci-
sions and Limited Options) and the second in September
2009 (Layoffs, Furloughs and Union Concessions). This
report also builds on Pew’s previous studies of municipal
employee pensions and benefits, first in January 2008
(Philadelphia’s Quiet Crisis) and then in June 2009 (Quiet
No More).

The Philadelphia Research Initiative | www.pewtrusts.org/philaresearch



NOT OUT OF THE WOODS:

The Recession’s Continuing Impact on Big City Taxes, Services and Pensions

FIGURE 1

ANOTHER YEAR OF BUDGET GAPS

For the second year in a row, most of the 13 cities in our comparison group reported significant shortfalls in their general fund
budgets at the beginning of their most recent budget processes. The gap is calculated prior to any changes in taxing or spending

policy for the coming year.

City Projected Shortfall/Surplus as Percentage of Current General Fund
Shortfall/Surplus

Chicago* FY '10 -519,700,000 3

Kansas City FY ‘11 $ -65,000,000 ! !
Phoenix FY “11 $ -139,200,000 ; ;
Los Angeles FY 11 $ -492,000,000 ! !
Atlanta FY "11 $  -48,500,000 ! !
Baltimore FY "11 $ -121,000,000 ! !
New York FY “11 $-4,900,000,000 l l
Detroit FY 11 $ 126,000,000 l 1
Seattle FY 11 $ 56,000,000 1 1
Philadelphia FY '11 $ -179,000,000 1 1
Columbus FY “11 $ -12,660,000 1 l
Boston FY ‘11 $ 42,200,000 ! !
Pittsburgh* FY "10 $ 8,500,000 | |

-20% -15%

Shortfall/Surplus
in Prior Fiscal Year**

16.3% 3 15.0%
! 14.9%
; 17.0%
! -12.1%
! 9.8%
! -4.8%
l 10.8%
1 -20.3%
1 4.4%
1 -10.6%
1 18.3%
! -5.8%
3 6.5%

-10% -5% 0 5%

* Pittsburgh and Chicago operate on a calendar fiscal year and have not yet projected official budget shortfalls or surpluses for FY2011.
** Figures for prior fiscal year were for May 2009, prior to major gap-closing actions and excluding subsequent budget actions or shortfalls during the

fiscal year.

NOTE: For this comparison, a budget gap is defined as the difference between projected general-fund revenue and projected general-fund expenditures
for a city’s upcoming fiscal year, divided by the current year expenditures. Figures are as of the beginning of the budget-drafting process.

SOURCE: Budget documents, interviews and media reports for each city.

Projected spending was going up in some cities and

down in others. As of mid-May, five cities, including Phil-

adelphia, were anticipating their general-fund spending
levels to be higher for fiscal 2011, and five lower. The
biggest decrease, a brutal 18 percent, was in Detroit.

The fiscal outlook remains difficult for most cities even
though the national economy is starting to show some
signs of recovery. This has forced cities to confront
tough decisions. Phoenix imposed a new 2 percent
“food tax” on groceries. In New York, Mayor Michael
Bloomberg is proposing the layoffs of thousands of
teachers. Several cities are digging deep into “rainy
day” reserves. Los Angeles and Detroit are publicly
dealing with rumblings about municipal bankruptcy.

In the balancing act between raising revenue and cut-
ting costs, four cities are taking broad actions on the
revenue side:

e Philadelphia, for the second consecutive year, will
impose new and higher taxes, this time to help close
a projected $179 million shortfall for fiscal 2011. It ad-
opted a property tax increase, scheduled to last two
years; a new tobacco-products tax; and a higher com-
mercial trash fee. City Council shelved Mayor Nutter’s
proposed tax on sugar-sweetened drinks.

* Baltimore Mayor Stephanie Rawlings-Blake, projecting
a $121 million budget gap, proposed requiring local
nonprofit hospitals and universities (which don’t pay
property taxes) to pay a new city tax of $350 for each
occupied bed. Her plan for a new 4-cent surcharge on
certain beverage containers was facing opposition from
City Council, which has suggested alternatives such as a
tax on billboards and video slot machines.

e Kansas City raised its property tax rate by 4.2 percent
to help close a $65 million shortfall due in part to a loss
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in revenue from declining property values. It was one of
several revenue boosts approved for fiscal 2011, which
began May 1.

* Los Angeles, confronting a $492 million gap, has ap-
proved a 4.5 percent hike in rates charged by the city-
owned utility for most residents and businesses. The
proposal follows a budget standoff and threatened gov-
ernment shutdown.

On the cost side, almost every city in the group has
been reducing its full-time workforce through layoffs, at-
trition and eliminating vacant positions. From fiscal 2009
to fiscal 2010, the median reduction was 3 percent. For
fiscal 2011, mayors in nine cities again are talking about
job cuts and layoffs—contingent on labor concessions or
the level of state aid in most places—although the mag-
nitude of the cuts would lessen in many places. Among
the city administrations targeting specific numbers of job
reductions were these:

* Philadelphia Mayor Nutter said that he would
eliminate 339 positions, including fire and police
jobs, after one of his tax-increase proposals failed to
get support in City Council.

* New York Mayor Bloomberg proposed eliminating
10,997 jobs (including 6,700 teachers and school
aides) in the coming fiscal year if unions don’t agree
to concessions and state lawmakers don't allocate
more funds. A year ago, ahead of the current 2010
budget, Bloomberg announced plans to eliminate
9,782 jobs; he eventually cut far fewer.

¢ Los Angeles Mayor Antonio Villaraigosa warned

in March that he would have to cut more than 3,000
city jobs. He and the City Council eventually agreed
to between 761 and 1,761 layoffs if unions don't ac-
cept wage cuts and unpaid furlough days.

¢ Phoenix Mayor Phil Gordon, who was contemplat-
ing elimination of as many as 1,379 jobs earlier this
year, has lowered the number to 550. The mayor

of Detroit planned up to 300 layoffs, and the City
Council was demanding many more. The mayors of
Boston and Baltimore have warned of 200 to 250
layoffs in their cities. Atlanta was talking about 120
layoffs.

Pension funding, a long-simmering cost problem for
most City Halls, has become more of a concern due

largely to stock-market losses that have reduced fund
values. When a pension fund falls in value, city govern-
ments generally are required to pump in more money to
ensure the fund has sufficient assets to meet its obliga-
tions to current and future retirees. In the cities for which
figures were available, the proportion of pension assets
relative to obligations fell to a median of 64 percent in
2009, the last year available.

DECLINING VALUE OF PENSION FUNDS

A key indicator of a pension’s financial condition is its funded
ratio—or the percentage of funds it has on hand in relation to
how much it will need to pay current and future retirees down
the road. A pension with $1 on hand for every $1 it will owe
has a funded ratio of 100 percent. Every city in our compari-
son group for which figures were available reported a drop in
funded ratio between 2008 and 2009, due primarily to stock
market losses. Actuaries consider 80 percent a safe minimum
funded ratio.

City Funded Ratio
2008* 2009*
Atlanta 55.9% 53.0%
Baltimore 95.3% 83.6%
Boston 67.6% 59.3%
Chicago 57.3% 42.7%
Detroit 103.6% 85.0% **
Kansas City 90.7% 71.6%
Los Angeles 92.6% 89.7%
New York*** --n/a-- --n/a--
Philadelphia 55.0% 45.0%
Phoenix 79.1% 75.3%
Pittsburgh 41.7% 34.3%**
Seattle 86.4% 64.0%
MEDIAN 79.1% 64.0%

* The calendar year within which the ratio was calculated; may not cor-
respond to city’s fiscal year.

** Unaudited estimate from city budget office or pension system financial
reports.

*** New York pension figures released with two-year lag; 2008 figures due
in late 2010.

NOTE: Figures represent the aggregate funded ratio of a city’s pension
funds for police, fire and general municipal workers typically employed
under a city's general fund. They exclude pensions for independent de-
partments outside the general fund, such as water or power departments.
Columbus is not listed because its city workers are covered by the Ohio
state retirement system.

SOURCE: Each city’'s Comprehensive Annual Financial Report, or each
pension system’s annual report or financial disclosure documents.
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That meant cities had only 64 cents on hand for every
dollar they would need to pay future retirees, below
the 80 percent level that pension actuaries consider a
safe minimum. The median ratio was 79 percent for the
same cities in 2008.

* Philadelphia’s pension system, already in worse
shape than many big-city systems, saw its funded
ratio drop from 55 percent to 45 percent between
2008 and 2009. Mayor Nutter last year began
pushing for changes to pension plans for new
workers in order to lower the city’s long-term pen-
sion obligations.

e Seattle had the biggest decline in the funding
ratio for its pension system, down 22 percentage
points to 64 percent. Pittsburgh’s pension was in
the worst shape with a 34 percent funded ratio. Los
Angeles’ was in the best shape at 90 percent.

Our review found that the recession has upended mu-
nicipal budgets and affected millions of urban residents

CITY-BY-CITY FINDINGS

Philadelphia

A year ago, Mayor Nutter and the City Council agreed
on a five-year increase in the sales tax from 7 to 8 per-
cent to help close the city’s budget gap.' This year,

the city is imposing a two-year, 9.9 percent hike in the
property tax, the only city in the group to raise a broad-
based tax twice in the last two years.

Revenue from Philadelphia’s sales tax increase, which
took effect in October 2009, came in lower than ex-
pected. This was one reason, along with high snow-
removal costs from last winter, why the city began its
budget process with a shortfall of 5 percent or $179
million for fiscal 2011, which starts July 1, 2010.2 Officials
looked for additional revenue to keep the city’s five-year
plan balanced without making major service cuts. In his
March 2010 budget address, Nutter proposed a 2-cent-
per-ounce tax on sugar-sweetened drinks and a trash
collection fee of $200 to $300 per residence.

Both tax-hike ideas generated intense opposition. After
months of sometimes testy exchanges with the mayor,
the City Council approved a spending plan with extra
cuts in some agencies, including its own budget, and

in a variety of ways. In January 2010, Kansas Citians
were left snow-bound and fuming after budget cuts
curtailed plowing. In December 2009, Baltimoreans
engaged in finger-pointing after a house fire killed an
elderly resident just six blocks from a shuttered fire sta-
tion.

At the same time, leaders in some cities, while express-
ing regret over the budgetary pain, have celebrated city
workers for providing greater efficiency and sometimes
better service despite tight budgets. Most, though not
all, of the local political leaders made a point of sharing
in the sacrifice: mayors in 12 of the 13 cities, including
Philadelphia, cut their own pay in fiscal 2010; city coun-
cils in nine cities, including Philadelphia, reduced their
own budgets.

The cities can expect the fiscal pain to continue. The
National League of Cities has noted that city fiscal con-
ditions typically lag the national recovery by two years,
and there is no reason to think that this time will be an
exception.

a mixture of new revenues—higher commercial trash-
collection fees, a new tobacco-product tax and the
property-tax hike. Council let Nutter’s sweetened-drink
tax die without a vote.? In response, citing cash-flow
concerns, Nutter announced 339 job cuts, including

fire and police positions, calling the move unavoidable
without more revenue.* Prior to the Council’s vote, Nut-
ter had not proposed any layoffs or major job reductions
for fiscal 2011, the only mayor in the group who had
avoided doing so.

The layoffs and service cuts would go far beyond Nut-
ter’s initial plan, which had relied largely on savings in
the city’s prison system due to the declining inmate
population. The new cuts, which cover 14 city depart-
ments, would eliminate two classes of incoming police
officers, close two fire companies, reduce the hours of
library branches from five days a week to four and end
a youth-violence prevention program, among other
things. Nutter stuck to his initial pledge to keep pools
open throughout the summer.*

Atlanta
A year after raising property taxes 7 percent and out-
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sourcing parking-meter enforcement to close a budget
gap in fiscal 2010, Atlanta was facing a $48.5 million
shortfall for fiscal 2011.

In an effort to make good on campaign promises to hire
more police and avoid another tax hike, Mayor Kasim
Reed’s 2011 budget plan called for a variety of fee in-
creases and one-time revenue boosts. He has revived an
old idea to lease Atlanta’s city jail (the Atlanta Detention
Center) to Fulton County (which includes Atlanta), cur-
rently a tenant. He also would proceed with the sale of a
city office building, known as City Hall East, to a residen-
tial developer.®

On the cost side, the mayor has proposed keeping two
dozen recreation centers and a firehouse closed. With
the funding ratio in the city’s pension fund down to

53 percent, Reed has asked municipal unions and City
Council to let him increase the number of years employ-
ees must work to qualify for pension benefits and try

to enroll city workers in Social Security (many cities cur-
rently do not participate in the federal system).” He has
threatened at least 120 layoffs without the concession.®
The police union has threatened to take Reed to court if
he proceeds.’

Baltimore

In the pre-dawn hours of December 9, 2009, a fire in

a Baltimore rowhouse fatally injured 76-year-old Sam
Davis before fire crews could get there. Six blocks away,
a fire truck sat idle and unstaffed in a fire station that
the city had temporarily closed to save money. The
tragedy ignited recriminations by firefighters.'® Although
a garbled 911 call also had been a factor in delaying
the response, the fire had an influence on the budget
preparations. Four months later, the 2011 spending plan
presented by new Mayor Rawlings-Blake restored some
funding to the Fire Department for the stated purpose
of reducing “closures of fire companies to decrease re-
sponse times.""

To maintain core services and keep 29 recreation cen-
ters open for the summer, Rawlings-Blake has proposed
requiring nonprofit hospitals and universities, which
currently are exempt from local property taxes, to pay
$350 per bed per year. And she would levy a new 4-cent
surcharge on certain beverage containers. Both new
taxes drew intense opposition from some businesses
and residents; City Council leaders suggested several
alternatives to the beverage-container tax, including
taxes on billboards, oversized trucks, vacant property

and video slot machines.' The city was also considering
increases in existing taxes, such as income, energy and
parking taxes. The administration is supporting an effort
to launch a Baltimore Grand Prix car race on city streets,
banking on proceeds from sales taxes and fees.'

To cut costs, Rawlings-Blake would lay off 250 employ-
ees and eliminate 255 other general-fund positions
(including police), maintain mandatory furlough days for
most workers, raise healthcare co-payments and delay
retirements.™ The cuts would include eliminating a veg-
etable garden in front of City Hall that produced food
for homeless shelters.'

Boston

In April, just weeks after announcing cuts to close a
$42.2 million shortfall, Boston Mayor Thomas Menino
got some bad budget news: a labor arbitration panel
had awarded firefighters a pay raise over five years es-
timated at 19 percent, higher than other city workers
had negotiated.' This has complicated Menino’s plan to
close the city’s projected 2 percent budget shortfall for
fiscal 2011, which was smaller than last year's 6 percent

gap."”

The administration’s plan to cut funding for libraries and
other services—forcing the layoff of 250 workers, teach-
ers and other city employees—already had met stiff re-
sistance. The city is facing the loss of $22 million in state
revenue in the coming fiscal year; other cities we studied
also are dealing with large cuts in state aid. Boston also
got hit with a $15.9 million snow-removal bill this past
winter and millions of dollars in damage from floods in
April."®

Boston already has raised taxes in the past year: it
doubled its hotel tax to 4 percent, imposed a new 0.75
percent tax on meals in restaurants and raised property
tax rates by 2.5 percent.’?® For 2011, Menino would
tap $45 million from the “rainy day” fund, leaving $90
million there.?’ He has been negotiating with Boston’s
many nonprofit institutions to raise the payments they
already make in lieu of property taxes.

Chicago

At the end of 2009, Chicago faced a hole in its fiscal
2010 budget of $519.7 million, or 16 percent of its gen-
eral fund expenditures. Revenue from sales and income
taxes had shriveled. City employee pension funds had
only 43 percent of the assets they needed to pay retir-
ees, second lowest among the cities studied.? Mayor
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Richard Daley ordered thousands of workers to take two
weeks of unpaid furlough time; 864 of them were laid
off, and everybody else had to pay more for healthcare
and lost overtime pay. The mayor also tapped into a
special reserve fund created from the leasing of city
parking meters a year earlier, drawing it down from $1.2
billion to about $730 million.?

It wasn't enough. Two months into 2010, Daley ordered
city agencies to cut spending on everything except
staff by another 6 percent. He pleaded with vendors to
cut their prices by 10 percent, and some seemed to be
complying.?* In April, an arbitrator awarded Chicago's
rank-and-file police officers a pay hike of 10 percent
over five years, their smallest pay increase in several
decades.” The situation may get worse in fiscal 2011
(which starts January 1): a mayoral panel concluded that
digging out of the city’s pension crisis could cost Chi-
cago $710 million a year.

Columbus

In 2008, ahead of the fiscal year that ended last Decem-
ber 2009, Columbus Mayor Michael Coleman closed

11 recreation centers, imposed unpaid furlough days
on most workers, raised healthcare premiums and took
$35 million from a “rainy day” fund. Last year, voters
approved Coleman’s request to raise local income taxes
from 2 percent to 2.5 percent to boost revenue this
year.

So far, this combination of tax increases and labor cost
cuts appears to be working as planned. The city has
taken back control of nine recreation centers it had
turned over to nonprofit groups.?® And it has lifted fur-
lough orders. The city has resumed recruiting new po-
lice officers, even as the police union agreed to higher
pension contributions. It restarted several stalled capital
projects and restored free yard-waste pickup. Its “rainy
day” fund is growing again. Voters also approved a deal
to annex land for a new casino, clearing the way for con-
struction and new tax proceeds under a 2009 gaming
law.?’

Detroit

Facing a 20 percent budget shortfall for a second year
as well as talk of municipal bankruptcy, Mayor David
Bing opted for deeper cuts and more debt heading

into fiscal 2011.28 The city sold a $250 million deficit-
reduction bond that will cost $14 million a year in inter-
est alone. For the coming year, at least, Detroit’s budget
gap has been reduced to between 5 percent and 8 per-
cent; the mayor and City Council disagree on its size.?

Bing is proposing to spend 18 percent less than Detroit
spent this year, the biggest decline among all the cities.
He would lay off 300 of the city’s employees, eliminate
500 vacant positions and continue unpaid furlough days.
He would eliminate most city-supplied vehicles (except
public safety) and give workers travel stipends instead.
Detroit also has launched what appeared to be the most
comprehensive restructuring drive among all 13 cities:

a three-year process to “right size” city government,
starting with consolidation of seven agencies. “We don't
have a choice. We're broke,” said Jan Anderson, deputy
budget director and head of the Mayor’s Office of Re-
structuring.®®

On the revenue side, Bing estimates he could raise
$6 million by going after tax delinquents and another
$680,000 from leasing the city’s small cargo airport.*'

The City Council is demanding even deeper cuts, saying
that Bing is repeating a Detroit tradition of underesti-
mating the deficit and overstating revenues.?? Council’s
proposed budget would cut police, fire, parks and
health services; reduce Bing's own office by $1 million;
and shut down the city’s 311 municipal-information ser-
vice.?

Kansas City

Snowstorms left many Kansas City residents stranded
and fuming last winter. Budget cuts and a series of
relatively benign recent winters led the city to allot less
money than turned out to be necessary. Mayor Mark
Funkhouser has increased funding for snow-removal in
his 2011 budget.

In preparing its budget for fiscal 2011, which began on
May 1, 2010, Kansas City initially faced a 12.5 percent
gap. To address it, the city plans to lay off 33 employees
and eliminate 111 jobs and is negotiating for a wage
freeze and fewer paid holidays. It will merge two agen-
cies and reduce some services. To raise revenue, the city
has increased a variety of fees, taxes and fines, including
the city’s property tax, in hopes of offsetting declining
revenue from falling home values. The budget also calls
for an increase of $3.5 million from drivers who run red
lights, thanks to fines from new red-light cameras.

Los Angeles

Like Detroit, Los Angeles was confronting a big shortfall,
talk of municipal bankruptcy and distrust between City
Council and the mayor about the extent of the prob-
lems, much less the solutions.
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Mayor Antonio Villaraigosa put the general-fund shortfall
ataround 11 percent. After three months of acrimony
with City Council that included a threat of partial gov-
ernment shutdown, a budget was approved that makes
cuts across many city services, from libraries to child care
to sidewalk repairs.* The city would lay off between 761
and 1,761 employees, depending on possible union
concessions and revenues from other actions. That was
fewer than the 3,000 layoffs the mayor threatened ear-
lier. He would not lay off police and firefighters but is
seeking 16 to 26 unpaid furlough days for employees.
Savings also would come from a new early retirement
provision in the pension plan.®

To raise revenue, the budget calls for leasing 10 city-
owned parking structures to private operators for an
estimated $53 million a year.* There would also be a 4.5
percent utility rate increase for the city-owned Depart-
ment of Water and Power, a major source of the city’s
operating revenue.®*' The budget also relies on various
fee hikes, including higher parking fines, dog-license
fees and asking voters to approve a new tax on bill-
boards and other signs.

New York

New York is showing how this economy can cause a
budget crisis and surplus at the same time. In the past
year, Mayor Bloomberg eliminated thousands of city
jobs and slashed spending to close an 11 percent bud-
get gap ahead of fiscal 2010, which began on July 1,
2009.%2 Then revenues came in higher than expected,
giving the city a projected $2.9 billion surplus for the
year.” But with revenue growth still sluggish and state
funds in doubt, New York is projecting a big shortfall
again: $4.9 billion for fiscal 2011.

Bloomberg intends to use part of the 2010 surplus to
close the new gap and will cut spending again: he has
proposed laying off 6,693 educators and eliminating
roughly 4,000 other city jobs, mostly through attrition,
unless the state restores aid.* He is demanding a wage
freeze for most workers, including police and fire, and
a smaller-than-promised raise for teachers. He is asking
unions to agree to higher contributions to healthcare
and to a less-generous pension plan. Some fire stations
would close. Many senior centers may close. This sum-
mer’s swimming-pool season would be shortened by
two weeks. Library subsidies would be cut. AIDS case-
worker jobs would be eliminated.

Bloomberg is not seeking another broad-based tax hike,

like last year's sales tax increase. Instead he would target
airlines by extending a sales tax to jet fuel purchased at
LaGuardia, JFK and other airports. He also would im-
pose a mortgage-recording fee on sales of co-op apart-
ments and raise the tax on commercial parking rates in
midtown Manhattan by 50 cents per hour.*

Phoenix

Facing another big budget shortfall this coming year,
partly due to less revenue from the state, the Phoenix
City Council in February approved a temporary 2 per-
cent tax on certain kinds of groceries. Officials also won
union agreement to a 3.2 percent cut in wages and
benefits.

Thanks to those developments and a variety of fee hikes,
Phoenix Mayor Phil Gordon was able to propose a fiscal
2011 budget that makes fewer cuts than he had threat-
ened in the past year. He still intends to eliminate about
550 jobs, many of them police and fire positions. The
city was also negotiating changes to improve the condi-
tion of the pension system.* His budget would close
one youth center instead of the seven he threatened
prior to approval of the food-tax. It would keep open

all of the community centers that were on the chopping
block earlier this year. And it would keep 21 of 29 com-
munity pools open.”

Pittsburgh

Thanks to deep budget cutting under state fiscal watch-
dogs, Pittsburgh started fiscal 2010 on January 1 with
a modest surplus. But flat revenues and high labor
costs are now expected to eliminate most or all of that
cushion. As of mid-May, the City Council’s budget divi-
sion was projecting a slight deficit by the end of 2010,
while the mayor’s budget office was projecting a small
surplus.® The city’s pension funds lie at the heart of
the problem, creating a huge extra cost for the general
fund. The pensions had a funded ratio of 34 percent in
2009, the lowest among all 13 cities.*

Struggling to prevent a state takeover of its pension sys-
tem, Mayor Luke Ravenstahl and city leaders have been
exploring several potential revenue sources to present
to state legislators for approval. The ideas included leas-
ing about 20 city-owned garages, raising the voluntary
payments to the city made by nonprofit institutions,
privatizing the Pittsburgh Water and Sewer Authority,
raising a tax on earnings, hiking parking fines, and im-
posing a sugar-sweetened drink tax.*®*'
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Seattle

Fiscal 2010 had barely begun in January when Seattle
realized it had a problem again. Revenues were com-
ing in lower than projected in the budget. Mayor Mike
McGinn, in his first week on the job, ordered senior
managers to freeze their own pay and start cutting 200
jobs. He later ordered most departments to trim spend-
ing by 3 percent and projected a $56 million shortfall for
fiscal 2011.52

Coming into this year, library hours had been reduced,
all employees had been made to take 10 unpaid fur-
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