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  A Benchmark City for Pittsburgh to Emulate 

 
If Pittsburgh were performing in a manner comparable to a well-governed American city in 2004, 
what would its finances look like?  How would it be organized with respect to authorities?  What 
would its pension plans and workers' compensation program look like? And how many 
employees would it have? 
 
A recent Allegheny Institute report tackled these questions by constructing what we term a 
"Benchmark City"--a composite of four geographically dispersed, mid-sized hub cities.  These 
cities (Charlotte, Columbus, Omaha, and Salt Lake City) act as centers of commerce and 
employment, entertainment, education, and recreation.  Their performances on all variables 
related to finance, staffing, taxes, and so forth were averaged to create a composite used as the 
Benchmark City to evaluate Pittsburgh's performance.   
 
As in past studies of comparative city performance, we began with general finances (spending 
and taxes).  On these indicators, Pittsburgh was not competitive with the Benchmark City.  Its per 
capita spending was $386 more, and, subsequently, taxes were far out of line with the average.  
Pittsburgh also levies a greater number of taxes than other cities.   
 
One of the most pressing problems facing Pittsburgh arises out of its enormous long-term debt. 
The size of Pittsburgh's debt burden is starkly illustrated by comparing the per capita debt of the 
City ($2,700) to that of the composite Benchmark City ($815). As a result, Pittsburgh spends 23 
percent of its general budget on debt service while the comparison city spends only 12 percent. If 
Pittsburgh�s debt burden were in line with the Benchmark City, it would be spending $45 million 
per year less to retire debt and pay interest.  That savings alone would solve a big part of 
Pittsburgh's budget problem.    
 
AUTHORITIES 
Our latest study takes a wide-ranging approach by examining important factors other than city 
taxes and spending that impact a city's ability to retain or attract residents and businesses.  One of 
these factors is the number and scope of municipal authorities, the un-elected government entities 
that provide services related to housing, recreation, water, etc.  Compared to the cities in the 
Benchmark composite, Pittsburgh has far more authorities. Typically, the cities making up the 
Benchmark have only two or three authorities and they tend to be much smaller than Pittsburgh's.  
 
According to the latest financial reports and audits, Pittsburgh's authorities hold more than $4,500 
in assets per resident while authorities in the Benchmark City held a quarter of that amount at just 
over $800 per capita. Pittsburgh�s Urban Redevelopment Authority and Water and Sewer 
Authority hold assets in excess of $500 million each and account for about 70 percent of the total 
for all authorities. Pittsburgh authority employment also far exceeds that of authorities in the 
Benchmark City as well--2.6 employees per 1000 residents in Pittsburgh versus 1 per 1000 in the 
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Benchmark.  The large asset holdings by Pittsburgh's authorities mean they must play a major 
role in solving Pittsburgh's financial problems.  
 
PENSIONS AND WORKERS' COMPENSATION 
Other key areas of city-to-city comparison include pension liabilities and workers' compensation 
programs. To function in a successful and sustainable manner, cities need to have well-funded 
pension systems and the lowest possible expenditures for workers' compensation claims.  
Unfortunately, neither of these conditions hold in Pittsburgh.  Its pension system was only 51 
percent funded at the beginning of 2002, while Benchmark City pensions were 89 percent funded.  
Workers' compensation costs were extremely high in Pittsburgh with recent claim payments 
amounting to $60 per capita, while claims payouts in the Benchmark City stood at only $13.50 
per capita, about a fourth of the Pittsburgh level. Part of the reason for the high costs could be the 
way employees see the disability system.  A research firm that has recently studied Pittsburgh's 
compensation system noted that high costs could come from "a work culture that view[s] work-
related disability as a benefit rather than a liability".   
 
In short, Pittsburgh's mismanagement and excessive generosity with respect to its employees are 
clearly demonstrated by its pensions and workers' compensation programs. Years, even decades 
of failure to address serious problems have created the current embarrassingly outrageous 
situation with pensions and workers' compensation.  The shame is there are few in City 
government or on the City payroll embarrassed by the situation.  
 
SCHOOLS 
Lastly, a critical element affecting the ability of the City to retain or attract residents and 
businesses is the spending and tax policy of its public schools. Based on recent school spending 
and taxes (both on a per capita basis), Pittsburgh Public Schools are not helping the City's efforts.  
It spends $1,600 per person while the Benchmark City schools spending was just $892.  The tax 
collections were likewise skewed, with Pittsburgh taking in $862 per capita and the Benchmark 
collecting $403 per capita.  Clearly, the schools must be massively reformed and restructured in 
terms of spending in order to help the City become competitive and financially viable.  
 
This is a situation that needs to be taken head on because of the implications it has on the City's 
finances.  Look at it this way: the School District's $525 million budget equates to over $15,000 
per pupil.  A reduction of spending to $12,500 per pupil, which is still well above the state 
average as well as all but a few districts in Allegheny County, would lower total outlays by 
almost $100 million.  These savings could be passed along to taxpayers in the form of wage and 
property tax reductions. Even if the City raised taxes by $30 million to help with its budget 
problems, City taxpayers would still have realized a $70 million tax cut.  
 
Pittsburgh can ill afford to take shortsighted solutions that rely solely on tax increases.  If overall 
spending, including that of the school district, is brought under control, and a broader look is 
taken at related entities and other issues--debt, privatization, collective bargaining, and staffing--
the City could likely be looking at tax reductions as part of a long term reform package.    
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For more information about this and other topics, please visit our website: 
  www.alleghenyinstitute.org 

 

 

If you have enjoyed this or previous Policy Briefs and wish to support our efforts 
please consider becoming a donor to the Allegheny Institute.  The Allegheny 
Institute is a 501(c)(3) non-profit organization and all contributions are tax 
deductible.  Please mail your contribution to:   

The Allegheny Institute 
305 Mt. Lebanon Boulevard 

Suite 208 
Pittsburgh, PA  15234 

Thank you for your support. 


