Analysis and Comment on 
Trenton’s 2008 Budget
By Dan Dodson

February 18, 2008

1 Budget Process

While I’m glad Council is making an attempt to take public comment on the budget, there are some needed improvements in the process.  

1.1 The budget material is hard or impossible to obtain and analyze.
Excel files of the working and statutory budget should be made available to Council and the public.  All files should be made available on the city web site.  This year’s dissemination process was poor.
1.2 A clear timeline should be published for council and the public.  
This year’s effort is rushed and confused.  The administration’s argument that additional reviews will be required if line items exceed 10% is valid, however the additional work involved is certainly no reason not to fix a budget.

1.3 Start including a “results” conversation in the budget discussion.  
What is the output of each department?  Do they produce enough output for the money we put into it (e.g. what’s the cost of animal control catching a dog, what do we spend for crime cleared)?

We (through our council) need to be in the position of changing the conversation to one of efficacy not staffing and expense levels.  If Trenton’s cost to clear a crime were best in the nation no one would bat an eye.  If every dollar spent in economic development yielded $100 in new ratables  I’d stop complaining.  If our addiction levels in Trenton actually went down I wouldn’t bemoan dollars spent on recovery centers. If per capita income in Trenton actually outpaced the NJ’s average increase I’d shut up altogether.  
Of course none of this happens but worse, no one in the Administration or Council appears to be forcing the issue.   

1.4 Council should demand justification for each budget.    
The budget should be accompanied with textual notes explaining each line item.  In addition, Directors should be required to explain how their budgets will serve to accomplish the goals of the city.  The Business Administrator and Mayor should be required to explain how the budget will ensure the overall health of the city especially its fiscal health.  This year’s budget shows a disregard for the public’s money and is blatantly anti-revitalization in that it penalizes renovation. 
Public comment meetings could have been better organized.  
You can’t expect citizens to show up to a meeting without any preparation and generate thoughtful comment on such a complicated issue.

· The public needed better analysis and information before the review sessions. 
· There needed to be a set format at these meetings.  
· An administration representative needs to be present to answer questions.  
Budget as Policy

In any organization, the budget is the major instrument of policy.  If a company wants to expand sales, it increases the marketing budget.  To cut cost, it reduces expense budgets.  A city is no different.

Step back from the line items and ask what a budget is supposed to do. 
I raised the concept of “righting the ship”.  If the budget is basically the same as it has been for the last several years, is there any reason to expect a different result in the pace of revitalization?  Common sense suggests not.  Yet that’s what Trenton’s budget has been.   

Tax rate hikes penalize newcomers and reward long time residents.  
This may be good politics but its terrible policy and offensive to new residents like me.  A rate hike disproportionately taxes new homes and recent home renovations as the assessed value is more up-to-date.  The resident who’s lived here for 30 years and has stood by and watched Trenton fail, skates by with an assessment that’s perhaps 30 years old while the newcomer who breathes new life and capital into the city gets fined.  Furthermore, every rate hike makes Trenton less attractive for future newcomers.  
 If you want to have a real debate about the future of Trenton then I suggest proposing an alternative to the rate hike in the form of a new round of re-assessments.  Let’s get this issue out in the open. 

Invest in the budget areas that will fix the problem.  

Inspections and Economic Development are two of the departments that could help right the ship.  Even though both departments have problems, throwing money at them is likely to the good.  Sasa has some good ideas on making the department more relevant.  Recreation and Culture also visibly make the city more attractive to newcomers.

Essential services like fire, police, public works may have indirect impact on investment.  However, the linkages are not well documented and are likely non-existent without a specific plan to capitalize on improvements in these areas.

As the efficacy of these essential services is largely unknown, I recommend neither raising nor lowering the budget amounts from 2007 levels.  Raising the budget including the police budget would be irresponsible without understanding how the budget change will directly lead to improvement in quality or life or in increasing ratables.

The administration has given no such evidence.  Simply saying that increasing the police budget is good is not a good answer.  In fact, it’s a bad answer in that the hiring of staff is permanent.  Does Trenton have a permanent problem?

A much better solution to our crime problem is to opt for a temporary solution that allows economic development to take hold and have its good affect on crime.  Inviting the NJ State Police to Trenton has been proposed and would serve as a viable temporary option.  Any such “surge” in police presence must be backed up with aggressive and targeted economic development activity.

Therefore I recommend all budgets for essential services not be increased.  There is some “play” in those budgets as they include funded but unfilled positions.

There are many non-essential services the city provides as well.  Unfortunately these budget items don’t directly contribute to economic development must be cut until Trenton can afford them.

1.5 Don’t pick on consultants.  
I know; I am one.  However, the use of consultants isn’t much different in corporate life.  It’s a popular line item to cut but obsessing about it misses the points raised above. Here’s the thing that people miss when looking to cut costs:  Consultants are the only workers who have to justify there existence month to month and year to year.  If the consulting contract is even halfway well managed it’s likely the city is getting more bang for the buck from its consultants than from employees who apparently can’t be fired. 

Some Questions about 2008 Budget

There are many questions one could ask about the budget starting with “what do we get for the money?”.  However there are several line items that stick out due to the size of the increase.

Line Item Questions

· What is the 100% increase in “Bond Principal” payment from $1M to $2M?

· Why is the DCA Demolition Loan Repay increasing 100%?

· What is Principal FY Adj Bonds that accounts for most of our $3.7M debt service increase?

· Why does Workers Comp almost double to $1.4M?

· “Other Benefits” are up 9% or $400K.  What is this and why does it have to go up so much?

· “Salary & Wage Adj. Program-SW” is increase $2.6M, or most of the total budget increase.  What is this and why is it going up 50%?  If this line item can’t be fixed, then Trenton is out of luck for this year?

Trenton’s Pension Risk

The retirement system accounts for  $6M increase.  What can be done to mitigate the exposure, a 50% increase in one year.  This is poor fiscal management at best, given that our salary expense certainly didn’t increase 50% in one year.  If it’s the states mismanagement then perhaps Trenton should opt out of the state program.  Whether or not the state messed this up, Trenton is responsible.    How will this be fixed in 2009?

Sale proceeds as Revenue?

There are $7,115,000.00 in sales of city owned properties.  This money shouldn’t be included in the operating budget (i.e. it’s not income).  Rather it should have been used to pay down long term debt.  By not paying down debt we are effectively mortgaging ourselves further. 

This sell off of property and including it in the operating budget masks the severity of Trenton’s budget problem.   

2 Recommendations on the 2008 Budget

Following the guidance provided above.  I have re-constructed the city budget to forestall the need for the administration’s proposed 5% tax rate hike. This amounts to roughly $4.5M in increases.

I did this by putting departmental spending into three buckets

1) Essential Services – no increase over 2007

2) Investments in lower future taxes – increased 10% - 20%

3) Non-essential Services – cut.

There is fat in the budget already.  Rev. Coston has identified $1.3M in vacant positions that have been vacant over a year.  They can’t be essential services if they’re vacant.

Individual council members or administration members can agree or disagree with the following categorization.   However, you should be prepared to back up your position.  

A final note: I grouped budget categories in order to provide a simpler view of the budget and proposed increases.
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Municipal Budget

Admin 10,062,246.00 2%

9,676,955.00

-2% 9,871,608.00

Summer Youth Emp 116,000.00 0%

127,600.00

10%

116,000.00

Taxation 1,039,580.00 -2%

1,213,155.30

15%

1,055,981.00

Social Services 4,597,730.00 -7%

4,302,772.00

-13%

4,959,527.00

Fire & Emergency 22,552,254.00 -1%

22,728,975.00

0% 22,728,975.00

Police 38,379,160.00 3%

37,201,414.00

0%

37,201,414.00

Public Works, Water, Sewer 15,259,455.00 4%

14,736,165.00

0%

14,736,165.00

Housing & Economic Dev. 830,402.00 1%

983,696.00

20%

822,125.00

Inspections 2,071,801.00 11%

2,223,485.20

19%

1,868,033.00

Recreation & Culture 5,004,563.00 3%

5,354,497.50

10%

4,869,020.00

Courts 2,983,043.00 3%

2,905,722.00

0% 2,905,722.00

Benefits 30,204,922.57 5%

29,848,302.57

3% 28,871,455.00

Salary & Wage Adj. 7,901,682.00 49%

5,288,588.00

0%

5,288,588.00

Other Expenses 7,769,267.00 1%

7,769,267.00

1% 7,709,267.00

Total 148,772,105.57 4%

144,360,594.57

1% 143,003,880.00

Operations - Excluded from CAPS

Other Operations 18,467,592 $          49%

18,467,592 $        

49% 12,428,268 $       

Uniform Construction Code 288,657 $               -44%

288,657 $             

-44% 511,723 $            

Additional Appropriations Offset by Revs. 148,274 $               1%

148,274 $             

1% 146,322 $            

Public & Private Progs. Offset by Revs. 4,172,504 $            11%

4,172,504 $          

11% 3,757,657 $         

Total 23,077,027 $          37%

23,077,027 $        

37% 16,843,970 $       

Other Expenses

(D)  Municipal Debt Service 18,402,886 $          25%

18,402,886 $        

25% 14,692,230 $       

(K)  Local District School Purposes 4,129,893 $            13%

4,129,893 $          

13% 3,652,206 $         

(M)  Reserve for Uncollected Taxes 1,791,678 $            5%

1,791,678 $          

5% 1,708,983 $         

Total 24,324,457 $          21%

24,324,457 $        

21% 20,053,419 $       

Total Expense Budget

196,173,590 $        9%

191,762,079 $      

7%

179,901,269 $     

Revenue

Non Property Tax Revenue 149,071,682 $        146,768,644 $       134,973,764 $     

Required Property Tax 47,101,908 $          5% 44,993,435 $        

0.1%

44,927,505 $       

Required Increase in Tax 4,477,441 $           65,930 $               


Call to Action for 2009

As presented at the 2/12/2008 city council conference session, we are faced with similar tax increases in 2009 unless dramatic action is undertaken in the 2008 budget.  As the below analysis shows, a modest 4% increase in the city’s budget will require a staggering increase of $320M in our assessed property value.  
As a point of reference the increase for 2007 was a meager $8M.  This is an area in which our Economic Development department should be given clear performance goals.
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Scenario Assumptions

Inflation Rate 4%

Inflated 2009 budget 204,020,533 $       

Non Property Tax Revenue - kept constant 149,071,682 $       

Required Property Tax 54,948,852 $         

Increase from 2008 7,846,944 $           

2008 Property Tax Rate 2.45%

Average Assessment to Market Value* 63%

Property Value Increase required if Tax Rate constant

Required Increase in Trenton Assessed Value 320,283,412 $       

Required Increase in Trenton Market Value

508,386,368 $       

Expected 2009 Property Tax Rate  2.86%

*Admin estimate


A Few notes about Dan

Dan is a frequent commentator about Trenton and its issues.  He is a student of Urban Economics and particularly Trenton Economics.  His has written extensively on urban issues in local publications, his personal web site (livingonthenet.com) and his real estate promotion website and newsletter (trentonlofts.com).  

He was a member of the 2002 Leadership Trenton Class.  He’s a regular member of the Trenton’s Urban Studies group.  Dan was also a founding board member of the Trenton Film Society. 

Dan and his wife own three buildings in Trenton which house 7 rental units and their own renovated living space.  

Professionally, Dan works as a management consultant specializing in the telecommunications industry.  He has consulted around the world on strategy issues, large scale infrastructure deployment and business planning.  He is a Fellow at Interactive Broadband Consulting.

Dan’s education includes a BS Computer Science from NC State University and an MBA from Harvard University.

