
To:  Mayor and City Council 
  cc:   John Lamerato, Acting City Manager 
          Lori Grigg Bluhm, City Attorney 
 
From:  Robin Beltramini, Council Member 
 
Subject: Meetings of National League of Cities FAIR Steering Committee and City 

Futures Panel on Public Finance, Cambridge MA, June 15-17, 2006 
 
Date: June 27, 2006 
 
 
This was a highly productive meeting from an educational standpoint, and a frustrating 
one from the policy and mechanics standpoints.  There were several consistent themes 
from the speakers, whether their reference was public policy research, federal 
government experience, state/municipal finance interrelations, or academia.  It seems 
that structural deficits are prevalent at all levels of government.  Health care, as an 
employee benefit, and as a family expense, will have a huge impact on finance and 
budgeting.  There is an unclear distinction as to the roles of the various levels of 
government as to the provision of public services.  There is an educational gap when it 
comes to recognizing the true factors that impact public finance.  I have included in this 
packet of information several of the power point outlines from the presentations, as well 
as the executive summary of the Massachusetts Municipal Association-sponsored 
study, and a plethora of information from Moody’s regarding municipal bond ratings. 
 
Structural deficits:  The best definition is “Normal revenue growth is inadequate to cover 
normal cost increases without adjusting level of service.”  Admittedly, this is a 
simplification and a deficit can be avoided with the intervention of efficiencies.  
However, the point was made that even with efficiencies, at some point the cost 
increase will be such that revenue alone must cover it.  For example, eventually a police 
department will have no further cross-training that can be done and all shifts will require 
a certain number of personnel to be effective.  The same is true for public works and 
most other service areas.    
 
Property tax as a relative burden has many measurement methods.  Inequities exist, 
even in a system saturated with “amendments” designed to alleviate those inequities.  
While economists, for statistical purposes, tend to measure tax burden against the 
economy (GDP), most families have a far different measurement tool—taxes as a 
percentage of family income.  One is broad, statistical, “defensibly accurate” while the 
other is real, “on the ground”—a “what it means to me” measurement.  It is often difficult 
for policy-makers to reconcile the two. 
 
The Four Big Challenges in Public Finance from the Center on Budget Policy Priorities 
is particularly elucidative on this and other points.  That presentation, like others, looked 
at alternative taxes, the Tax-payer Bill of Rights (TABOR) and Stop Over Spending 
(SOS) style initiatives that have sprung up in the various states.  The presentation 
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includes a modicum of information on the federal budget process and policy issues that 
ultimately impact state and local governments.  Virtually the same message, with 
different examples, was offered by Robert Tannewald, PhD., Director of the New 
England Public Policy Center.  Dr. Tannewald’s presentation specifically highlighted the 
impact of business taxes on the economy.  He reported a significant shift 3-4 years ago 
in what sorts of taxes businesses began reviewing.  Essentially, most quit focusing on 
the corporate income tax and began looking at all other taxes (e.g., Michigan’s SBT).  
While an identical tax structure across the country could have standardized components 
(e.g., property, income, payroll), the percentages might be different in order to reflect 
the local economy.  Property tax is an outdated revenue source with the national 
economy currently being much more dependent on services than goods.  Therefore, a 
whole new tax system, such as VAT may have to be considered.  From a long-term 
economic perspective, it is felt that a comprehensive tax will not have sustainable 
increases—because of increased efficiencies, cheap components, etc.  Also, “value 
added” is, by definition, a knowledge-based concept and therefore, there is no taxable 
transaction. 
 
Included is a power point outline, “History of Property Tax Limitations,” that was put 
together by the City of Cambridge Assessor.  It is a good summary of the movement 
nationally, over time.  The Massachusetts-specific information is interesting as a trend 
summary.  In looking at the two states, and Cambridge compared with Troy, there are 
significant similarities. 
  
Health Care and Other Post Employment Benefits:  Health care treatment costs seem to 
be uncontainable. Happily, Troy has implemented the defined contribution plan for new 
hires.  For our employees under the defined benefit plan, and already retired 
employees, we will have continuing costs to fund.  The Government Accounting 
Standards Board (GASB) has instituted a requirement for the ability to fund such current 
and future costs to be included in the “notes” section of municipal budgets in the very 
near future (GASB 45).  This makes those expenses transparent for any outsider 
wishing to know more about the fiscal health of a municipality—taxpayers, businesses, 
other governments, bond rating agencies and purchasers. . . 
 
Intergovernmental Relations:  Stan Finkelstein Director of Association of Washington 
Cities and Seattle University instructor prepared a thorough and cogent summary of 
trends impacting cities, revenue shifts, and some ways cities are adapting to cope with 
these changes.  I’ve included Stan’s presentation outline as an attachment.   
 
Geoffrey Beckwith, Director Massachusetts Municipal Association, explained the report 
prepared by Northeastern University regarding the revenue sharing issues in 
Massachusetts.  The situation there is much the same as what we face here in Michigan 
with two major differences, Michigan cities can levy and collect income taxes and 
Massachusetts cities are responsible for supervision of the local educational system.  I 
do not mean to imply that these offset each other, just that they are the primary 
differences in the state systems as it relates to the report.  I have included the summary 
of that report as well.  To the list of trends impacting the ability of local governments to 
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provide expected service Geoff added:  a hardening of the political system, political 
relationships being rewarded has caused a more polarized system; who to blame has 
become a mantra that simply broadens small stories rather than solving the problem; 
sound bites (from all levels of government) have led to oversimplification and the need 
to choose sides where no sides appropriately exist.  Geoff also mentioned some 
noteworthy “coping mechanisms.”  Dialogue and Education are tops on the list.  
Dialogue with business folks, young adults, average citizens interested in good 
governance, neighborhood organizations, and academics.  Build lateral coalitions.  
Dialogue with the state level folks can be helpful, but may not be as fruitful as an 
informed, united local citizenry.  Educate our citizenry regarding why local taxing 
matters—what we do, on how much money, what benchmarks and accountability 
measures exist now or can be built into our systems.  While we speak in business 
terms, because they are readily understood, it must be known that we do not do 
business work per se, and we have different requirements and measurements for much 
of the work we are required to perform. 
 
Moody’s information: I have included documents from Moody’s rating service arm as 
well as the power point outline from Susan Freiner’s presentation.  In addition to being 
Moody’s lead analyst for local governments in Massachusetts and Vermont, she is a 
member of the rating committee.  The “National Medians” document is particularly 
interesting as it gives benchmarks for various financial attributes and groups them by 
population and ratings.  The major components impacting a bond rating are fairly 
standard across the rating services, but this is a good reference document for them. 
 
 
 
I am fairly certain that this is more than you ever wanted to know.  I did not include the 
NLC report from the CityFutures Panel on Public Finance.  It is available online at the 
NLC Website.  As the economy changes, expectations change, and our relationships 
with other levels of government change, all this is worthy food for thought.  Again, thank 
you for the opportunity to serve on NLC’s Finance, Administration, and 
Intergovernmental Affairs Steering Committee.  It is an education and a privilege. 
 
 
REB 
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