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How City Governments Can Navigate the Fiscal Cliff.
In my experience working with city governments, I’ve seen firsthand cities like Los Angeles,
Chicago, Sacramento, and St. Louis struggle with resource constraints and grapple with the
significant challenges cities face in balancing budgets, maintaining public services and managing
infrastructure needs. Today’s situation has become increasingly dire for many municipalities that
once relied on robust federal funding and a strong market. Recent economic shifts have intensified
these issues.

What is a fiscal cliff?

A fiscal cliff, a term that underscores the urgency and potential abruptness of the financial crisis,
occurs when local governments experience a sudden and severe economic downturn due to
declining revenues and increasing expenditures. This can be triggered by various factors, including
reduced tax revenues during economic slumps, decreased state and federal aid, and rising costs for
public services, infrastructure, pensions and health care. It means that immediate action is needed
to prevent severe repercussions.

The fiscal crisis facing cities is a result of a perfect storm: the reduction of federal grant dollars,
reduced tax revenues, increased demands, especially in urban areas, and rising inflation. These
factors mean that governments must do more with less. It’s why all city leaders, not just those in
finance, must be well-versed in the different types of budgetary concerns and how to navigate them.

Continue reading.
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