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  Pittsburgh Finances:  A Long Way to Go 

 
Three years ago the Allegheny Institute undertook a study to create a Benchmark City for 
Pittsburgh to measure itself against.  Using data from four regional hub cities (Salt Lake, 
Omaha, Columbus, and Charlotte), we built the Benchmark City. In making comparisons, 
we found that Pittsburgh had lower per capita income, slower job growth, and fewer 
square miles than the Benchmark City.   
 
We also found that Pittsburgh government, on a per capita basis, spent more ($1,189 vs. 
$803), collected more in taxes ($898 vs. $551), had higher debt, more assets tied up in 
authorities, and paid more for workers� compensation, among other things.  In all, the 
study confirmed that Pittsburgh was out of line with the Benchmark City. 
 
We are currently updating that Benchmark study for 2007, revisiting the cities and 
looking at new budget and financial data, demographic characteristics, and other 
important criteria to see where Pittsburgh and the Benchmark City stand and how they 
have changed since our 2004 report.  Since then, Pittsburgh has been in distressed status, 
operated with an oversight board and has a somewhat new tax structure; no city in the 
Benchmark has undergone a similar alteration in structure or practices.   
 
So where does Pittsburgh stand three years later?  Here are some of our updated findings:  
 

• Pittsburgh is spending and taxing more than the Benchmark City�Based on per 
capita general fund expenditures (including debt service), Pittsburgh is spending 
$1,347 and the Benchmark City is spending $1,000, a 35 percent difference.  
Three years ago, the gap was 48 percent, so the state�s efforts have had some 
effect, but the gap is still there.  

 
Consider that if Pittsburgh was spending $1,000 per capita, its 2007 budget would 
be $100 million less than it actually is.   
 
On taxes, Pittsburgh is collecting $1,038 per capita in locally-levied taxes vs. 
$615 in the Benchmark City, a 69 percent difference.  This is up from a 63 
percent difference in 2004, the budget year prior to the institution of the new 
payroll tax and the higher EMS tax (the old $10 tax), along with cuts to the 
business privilege and mercantile taxes.  This year, the parking tax has decreased 
and the City�s share of the wage tax has gone up.   
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• Pittsburgh�s pensions are massively under-funded compared to the Benchmark 

City�The funded ratio (the percentage of assets to liabilities) for Pittsburgh�s 
three pension plans averages 46 percent.  Compare that to the Benchmark City 
average of an 87 percent funded ratio.  Three years ago Pittsburgh�s average 
funded ratio was 51, thus meaning that the funded ratio for Pittsburgh has 
declined. Many of the cities in the Benchmark participate in statewide pension 
plans unlike Pittsburgh, which receives state aid but administers plans locally.   

 
• Pittsburgh has more employees than the Benchmark City�Pittsburgh has 10.4 

employees per 1000 residents while the Benchmark City has 7.6 employees per 
1000.  The Pittsburgh staffing component is 37 percent higher than the 
Benchmark City.   

 
• Pittsburgh�s Workers� Compensation Costs are far out of line�The measurement 

taken here is claim payments from the most recent annual financial report.  On a 
per capita basis, Pittsburgh is spending $74 to the Benchmark City�s $15, almost 
five times as high.    

 
There are other factors the updated report will cover�authorities, schools, debt, public 
safety staffing and spending�in order to give a complete picture and document if 
Pittsburgh is getting better relative to the Benchmark.  It is a daunting task, no doubt.  
The gap that existed in 2004 is still there and for every step of progress Pittsburgh makes, 
the Benchmark City is likewise taking steps.  And while the last three years has seen a lot 
of attention paid to the City�s operations, that�s time not spent on the legacy issues of 
debt and pensions.   
 
The message now is the same as it was in 2004: the City needs to aggressively look for 
ways to cut spending and bring efficiency to operations in order to deal with the more 
substantial non-operating costs.  But that is not happening.  Consider that, if current 
projections hold, the City will be spending $470 million in 2011.  With population likely 
to continue falling, that means even higher per capita spending.  That�s the wrong 
direction for the City to be going.   
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