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Pittsburgh’s revenue rebounded because of
an increase in intergovernmental aid in 2011,
but fiscal concerns remain

Pittsburgh’s revenue declined from 2007 to 2010, but rebounded from the Great Recession in 2011 to
surpass the previous peak. (See Figure 1.) Yet financial challenges remain. An infusion of intergovernmental
aid, growth in non-tax revenue, and increased income tax collections drove 2011 revenue 3 percent higher
than the pre-recession high point, reached in 2007. Adding to the city’s improving fiscal picture, operating
spending dropped 10 percent between 2010 and 2011, largely because of cuts to public safety. Still,
underfunded commitments to retirees could be a source of budget pressure in the future.!
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Income taxes prevented a
deeper revenue dip through 2010

Pittsburgh’s revenue bottomed out in 2010. The losses came largely from declines in deed transfer taxes
and planned, gradual cuts in parking and business-privilege taxes.” Those three levies together declined
$17 million between 2007 and 2010, after adjusting for inflation. Notably, unlike most of the other cities
studied, Pittsburgh’s property tax collections also declined. But growth in taxes on income, which increased
$8 million over the same period, prevented a steeper overall revenue drop.



The city tapped its reserves to provide a cushion against declining revenue, drawing down just over half of
its contingency funds between 2007 and 2010. (See Figure 2.) This helped Pittsburgh cover rising operating
expenditures. Public safety, already Pittsburgh’s largest spending area, grew $72 million.
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One-time state and federal aid, income taxes,
and spending cuts helped Pittsburgh rebound in 2011

Funding from other governments helped Pittsburgh dig out from its revenue hole and to ultimately exceed
pre-recession levels in 2011. Intergovernmental aid, a source largely out of the city’s control, increased

$24 million from 2010 to 2011. Specifically, Pittsburgh received more grants in 2011 for general
government, public safety, and highways and streets than it had a year earlier.’

Income tax collections continued to grow steadily from 2010 to 2011, overtaking property taxes as
Pittsburgh’s largest revenue source. Increasing employment in the Pittsburgh metropolitan area and an extra
2 percent wage tax collection for the public school district drove this revenue to a high of $143 million.*

As revenue increased, the city cut expenditures. Public safety spending dropped $38 million in 2011,
savings the city credited mainly to the renegotiation of its contract with firefighters.” In addition, housing
and economic development spending was cut nearly in half, dropping from $27 million to $14 million,
while public works and transportation expenditures dipped from $81 million to $71 million.
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Managing the future: Pittsburgh built its
reserves and limited new debt for capital projects,
but future financial pressure remains

Spending commitments, demand for services, and revenue performance will be key factors in Pittsburgh’s
future fiscal health. Several long-term factors of financial health, which can be analyzed using the data
available, include pensions and retiree health care and other benefits, and reserve levels.

Revenue growth and spending cuts allowed Pittsburgh to add nearly $20 million to its reserves in 2011.°
Further, a shift to a “pay-as-you-go” model to fund capital construction needs without taking on new debt,
as well as a refinancing of two bonds, resulted in lower debt service.” Both developments have contributed
to an upgrade of the city’s bond rating.®

Pension obligations, however, remain a concern. In 2010, Pittsburgh had just 39 percent of the funds
necessary to cover future liabilities even after the state threatened to integrate the municipal pension plans
with the state system. To avoid this forced takeover, Pittsburgh officials transferred money from the city’s
debt service fund and future parking tax revenue to its pensions to improve funding levels.”

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