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Introduction 
The COVID-19 pandemic has disrupted lives and social patterns in profound and costly ways. The 

Commonwealth of Pennsylvania’s response to the public health crisis has saved lives and avoided 

overwhelming medical capacity to date, but the response has necessitated and precipitated crises in 

other areas of society and levels of government. Cities, townships, and boroughs, which provide the 

most basic services citizens and businesses rely on daily, have not escaped the effects of the pandemic 

and the Commonwealth’s efforts to fight it. 

Within days of the Governor’s Proclamation of Disaster Emergency on March 6, 2020, the Congress of 

Neighboring Communities (CONNECT) began facilitating discussions among local government leaders. 

Elected and appointed local officials participated in a series of online meetings where they shared 

observations, concerns, and strategies for maintaining local services during the pandemic. State, county, 

nonprofit, and academic leaders were invited to lend their observations and expertise to the meetings 

as well. 

Two central themes emerged from these discussions. First, local government leaders needed a sense of 

how the pandemic will affect their ability to provide basic services. COVID-19 has created a revenue 

crisis for municipalities just months after their annual budgets were set. Elected officials and managers 

required reasonable revenue loss estimates to decide among cost cutting or service adjustment 

strategies. Further, Allegheny County, the only local entity with a large enough population to receive 

federal CARES Act funding, the Allegheny Conference on Community Development, the Local 

Government Academy, and the Allegheny League of Municipalities needed similar information to 

advocate on behalf of or support municipalities in the region.  

Second, municipal leaders began to discuss how cooperative efforts across jurisdictional boundaries 

might help overcome the effects of the crisis. Candid discussions about shared services, intermunicipal 

contracting, and the role the county and councils of government might play arose spontaneously and 

repeatedly in the meetings. The need for bottom-up, municipality-led advocacy for cooperation was 

identified as key. 

CONNECT and the Center for Metropolitan Studies at the University of Pittsburgh asked for volunteers 

to form a small working group to explore these themes further. Representatives from the Graduate 

School of Public and International Affairs (GSPIA), CONNECT, the Pennsylvania Economy League of 

Greater Pittsburgh, and two local government managers volunteered to form the Municipal Finance 

Research Collaborative. The Collaborative determined three questions were central to understanding 

the effects of the crisis on municipal revenues in Southwestern Pennsylvania: 

• What was the state of municipal government finances before the pandemic hit? 

• How much municipal revenue will be lost in 2020? 
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• How many cities, townships, or boroughs will lack the resources to provide basic services and 

continue to operate in 2020 and 2021? 

The Collaborative determined that the search for answers to these questions should be expanded 

beyond CONNECT’s members and Allegheny County. Analysis was expanded to include the ten-county 

area served by the Southwestern Pennsylvania Commission and the Allegheny Conference on 

Community Development to maximize the regional impact of the group’s efforts.  

Availability of Financial Data for Analysis 
The Pennsylvania Department of Community and Economic Development (DCED) is tasked with 

collecting and tracking financial data for the 2,500+ municipalities in the Commonwealth. Each city, 

township, and borough is required to complete and file an annual cash basis audit with DCED by April of 

each year. Many municipalities face delays of 12 months or more in submitting their annual audits. The 

Governor’s Center for Local Government Services within DCED reviews each annual audit received and 

initiates data cleaning efforts to improve the accuracy of the information submitted. Delayed submission 

and data cleaning efforts result in a full data set being available approximately 15 months after the end 

of a fiscal year. Additional updates are added as new data is submitted.  

The Governor’s Center for Local Government Services makes a statewide data set available via the 

Municipal Statistics section of its web site. The statewide data set includes important municipal level 

variables such as year-end fund balances, total revenues, total expenditures, and sub-groupings of major 

revenues and expenditures for all general government funds. The analysis presented below uses the 

statewide data set for 2014, 2015, 2016, 2017, and 2018 downloaded in March 2020. This data is the 

most accurate and comprehensive source of municipal financial information available. 

Municipal Fiscal Health in Southwestern PA before COVID-19 
Assessments of municipal fiscal health consider both short- and long-term measures of sustainability. 

The International City/County Management Association (ICMA) and Government Finance Officers 

Association (GFOA) address fiscal sustainability in terms of long-run solvency (the ability to pay for all 

current and accrued costs of operating), budget solvency (the ability to generate revenues to cover costs 

and avoid deficits in a fiscal year), and cash solvency (the ability to generate cash flow over a 60 day 

period to pay bills). Service level solvency, or the ability to provide services at a level and quality to meet 

community health, safety, and welfare needs, is less germane to the current crisis, but central to the 

discussion of cooperative, multi-municipal efforts going forward. 

The Collaborative used data from DCED to create four assessment variables for each municipality in the 

ten-county Southwestern Pennsylvania region. Municipalities that failed to provide all five annual 

financial reports to DCED were dropped from the analysis, leaving 525 of the region’s 534 cities, 

townships, and boroughs available for assessment. 

Four measures of fiscal health were developed: 

1. Structural Surplus/(Deficit) – This measure of long-run solvency compares the growth rate 

of revenues to the growth rate of expenditures from 2014 to 2018. Structural surpluses 

(revenue growth > expenditure growth) indicate a trend toward fiscal health, the ability to 

cover short- and long-term costs, and maintain a healthy fund balance. Structural deficits 
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(revenue growth < expenditure growth) are unsustainable over the long run and indicate 

potential for future fiscal problems. Municipalities that ran structural deficits from 2014-

2018 were coded “1” as a warning sign while those with structural surpluses were coded 

“0”. 

2. Cumulative Surplus/(Deficit) – This is a long-run solvency measure that calculates the sum 

of annual surpluses and deficits from 2014-2018. This measure indicates whether a 

municipality actually spent more than it raised in revenue over the five-year period. Local 

governments with a cumulative deficit were coded “1” as a warning sign while those with a 

cumulative surplus were coded “0”. 

3. Number of Annual Deficits – This is a measure of budgetary solvency based on the number 

of annual deficits a municipality experienced from 2014-2018. An occasional annual deficit 

may occur in local government due to unexpected circumstances, but two or more deficits 

in a five-year period is a concern. For this reason, municipalities with two or more deficits 

from 2014-2018 were coded “1” as a warning sign while those with one or no annual deficits 

were coded “0”. 

4. Sufficient Fund Balance – This is a cash solvency measure that assesses a local government’s 

ability to pay bills and handle short-term crises. ICMA and GFOA guidelines suggest a 

municipality should have between 10% and 25% of annual revenues in reserve at a 

minimum. We calculated whether each municipality’s fund balance at the end of 2018 was 

greater than 10% of 2018 total revenues. Those who met the 10% or greater threshold were 

coded “0” while those with less than 10% were coded “1” as a warning sign.  

The Long-term Risk Warning presented in Table 1 is an unweighted, cumulative summary of the four 

fiscal solvency measures. Municipalities with three or four warning signs were labeled “High Risk” and 

those with two warning signs were labeled “Some Risk”. One warning sign indicated “Low Risk” and 

municipalities with zero warning signs were labeled “No Risk” under normal circumstances. Using this 

methodology, 65 municipalities in Southwestern Pennsylvania were considered “High Risk” financially 

and an additional 165 could be considered at “Some Risk” before the COVID-19 crisis arose. 

Table 1 Long-term Municipal Fiscal Risk Warning 

 
* Count includes number of municipalities with publicly available DCED Municipality Annual Financial Reports. Municipalities 

that did not file a report in 2018 were not counted. 

High Risk Some Risk Low Risk No Risk

ALLEGHENY 17 35 39 33 124

ARMSTRONG 5 12 16 10 43

BEAVER 4 14 15 17 50

BUTLER 5 21 16 14 56

FAYETTE 4 15 13 8 40

GREENE 0 4 10 10 24

INDIANA 5 15 12 5 37

LAWRENCE 3 12 5 7 27

WASHINGTON 10 12 23 17 62

WESTMORELAND 12 25 18 7 62

Regional Total 65 165 167 128 525

Long Term Risk Warning
County

Municipalities 

per County*
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Estimated 2020 SWPA Municipal Revenue Losses 
Estimating the effects of the pandemic on city, township, and borough revenues is key to formulating 

state, regional, and local policies in the short term. Municipal revenues are generated from many 

sources including property taxes, earned income taxes, business taxes, amusement taxes, parking fees, 

fees for services, and other activities. The Collaborative quickly realized that the crisis would affect 

different revenue streams to varying levels.  

For example, property taxes are usually billed in February with the bulk of collections in March, April, 

and May of each year. The widespread use of mortgage escrow accounts and the timing of the health 

emergency declaration suggest relatively limited impact on property tax revenues in 2020. Earned 

income taxes, business taxes, amusement taxes, and parking revenues are collected throughout the year 

and are much more sensitive to changes in the local economy. Furthermore, municipalities develop 

revenue policies based on community characteristics. Residential and rural communities rely more 

heavily on property and earned income taxes, while those with many employers, downtown business 

districts, or theaters and ballparks rely on business taxes, parking revenues, and amusement taxes, 

respectively. 

The Collaborative addressed these complications in two ways. First, an expert panel of approximately 

ten municipal managers were asked to estimate the percent reduction they expected to see in each 

major revenue source. Because the length of the emerging crisis was impossible to know, the panel 

estimated losses under low, medium, and high loss scenarios. The average estimates from the panel are 

presented in Table 2.  

 

Table 2 Projected 2020 Revenue Losses, as Percent of Source 

Revenue Source 
Projected Revenue Losses, as Percent of Source 

Low Medium High 

Property Tax 3% 7% 13% 

Earned Income Tax 9% 14% 28% 

Realty Transfer Tax 7% 11% 18% 

Local Services Tax 6% 14% 20% 

Business Tax 10% 20% 30% 

Amusement Tax 15% 25% 50% 

Sales Tax (Allegheny) 8% 17% 21% 

Parking Revenues 10% 20% 40% 

Other Revenues 2% 8% 12% 

Total Loss of Overall Revenue 4% 11% 16% 
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Second, these estimated percent revenue losses were applied to each city, township, and borough in the 

ten-county region using 2018 financial reports. The Collaborative considered using estimates of inflation 

or wage and property tax base growth to forecast revenues in 2020, but complications with how those 

data sources are collected (by county or metropolitan statistical area) and how they might apply to each 

revenue source dissuaded us from moving in that direction. Instead, we assume that 2018 revenues 

remained constant in 2020. The result is a likely underestimation of municipal revenue losses in 2020.  

The aggregate of each municipality’s estimated losses for all revenue sources are reported in Table 3. 

Municipal revenue losses for 2020 are expected to range from approximately $123 million under the low 

loss scenario to approximately $485 million if the high loss scenario is realized. These estimates are 

astounding and potentially devastating to the region’s local governments. 

Table 3 Predicted 2020 Municipal Revenue Losses by County * 

 

* Based on 2018 DCED Municipality Annual Financial Reports at https://dced.pa.gov/local-government/. 

** Count includes number of municipalities with publicly available DCED Municipality Annual Financial Reports. Municipalities 

that did not file a report in 2018 were not counted. 

Cash Insolvency and Municipal Ability to Operate 
Armed with estimated revenue losses, the Collaborative set out to determine how many cities, 

townships, and boroughs might face cash insolvency under each scenario. The severity of cash 

insolvency cannot be understated. Local governments that run out of financial resources cannot pay 

police officers, clerks, and laborers, cannot collect garbage or buy supplies, and cannot honor contracts. 

Even those able to secure cash infusions through loans will face dramatic cuts in basic services. All will 

be faced with dramatic tax increases in future years to restore fund balances. 

While one would reasonably expect elected and appointed officials to attempt to cut costs, estimating 

the depth and effectiveness of cost cutting is problematic. Municipalities account for expenses in a 

variety of ways, making reporting of service area expenditures inconsistent. For example, some local 

governments report all personnel costs related to police services in their police budgets while others 

lump police benefits with those of all other employees in a category titled “employee paid benefits”. 

County 
2020 Municipal Revenue Losses by County Municipalities 

per County** Low Medium High 

Allegheny  $            (82,711,498)  $          (188,629,597)  $          (323,142,601) 124 

Armstrong  $              (1,145,687)  $              (2,784,257)  $              (4,757,912) 43 

Beaver  $              (5,053,445)  $            (12,054,884)  $            (20,696,778) 50 

Butler  $              (6,430,951)  $            (15,020,069)  $            (25,384,088) 56 

Fayette  $              (2,312,096)  $              (5,611,160)  $              (9,497,251) 40 

Greene  $              (1,108,627)  $              (2,902,052)  $              (4,836,773) 24 

Indiana  $              (1,530,901)  $              (3,891,327)  $              (6,519,336) 37 

Lawrence  $              (2,557,605)  $              (6,384,116)  $            (10,837,669) 27 

Washington  $            (10,516,100)  $            (21,485,053)  $            (38,913,740) 62 

Westmoreland  $              (9,754,242)  $            (23,428,054)  $            (39,921,604) 62 

Total  $          (123,121,152)  $          (282,190,568)  $          (484,507,752) 525 

 

https://dced.pa.gov/local-government/
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Further, contractual agreements limit some governments’ ability to make cuts quickly and the DCED 

data do not allow us to distinguish between fixed and variable expenses.  

Next, wealthier, fiscally healthy communities traditionally offer more services than less financially secure 

municipalities, providing wealthier communities a greater ability to make cuts. Finally, cities, townships, 

and boroughs provide many basic services like police, fire, and trash collection that would be 

unacceptable to substantially reduce or eliminate. For these reasons, our cash insolvency analysis does 

not include estimated cost reductions. The likely result is an undetermined but probably slight over-

estimation of the number of municipalities that will face cash insolvency. 

The cash insolvency data presented in Table 4 compares each municipality’s estimated revenue losses 

under the three scenarios to its 2018 fund balance. If revenue losses were greater than the reported 

fund balance, the municipality was coded “1” as a warning sign for cash insolvency. Municipalities with 

sufficient fund balance to cover estimated 2020 revenue losses were coded “0”. In the event the 

pandemic were to return in 2021, as some medical experts have suggested, we also projected the 

results of revenue losses doubling in 2021. 

Table 4 Potential Municipalities Facing Cash Insolvency by County, 2020 – 2021 

Table 4 indicates that nine municipalities face cash insolvency in 2020 under the low revenue loss 

scenario. Four of those governments reported zero or negative fund balances at the end of 2018 and 

were struggling before the pandemic began. Three additional municipalities would be cash insolvent in 

2021 if the low revenue loss scenario were repeated. 

The medium revenue loss scenario would result in 15 cases of cash insolvency in 2020 with an additional 

32 local governments running out of funds if that scenario repeats in 2021. The high revenue loss 

scenario prediction is 36 local governments facing cash insolvency in 2020 and an additional 76 

becoming cash insolvent if high losses from the pandemic extend into 2021. High losses over two years 

would leave 112 municipalities, 21.3% of those in the ten-county region, unable to continue operations. 

County 
2020 2021 Cumulative (2020-2021)  

Low Medium High Low Medium High Low Medium High 

Allegheny 2 3 9 0 8 17 2 11 26 

Armstrong 0 1 2 1 2 7 1 3 9 

Beaver 1 2 4 1 2 6 2 4 10 

Butler 0 1 6 0 5 6 0 6 12 

Fayette 0 0 1 0 3 10 0 3 11 

Greene 0 0 0 0 0 0 0 0 0 

Indiana 2 2 4 0 2 8 2 4 12 

Lawrence 0 0 0 0 0 3 0 0 3 

Washington 2 2 5 0 6 6 2 8 11 

Westmoreland 2 4 5 1 4 13 3 8 18 

Total at Risk 9 15 36 3 32 76 12 47 112 
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Summary 
The analysis presented here grew out of discussions among CONNECT members as they began to face 

the fiscal consequences of the COVID-19 pandemic. The volunteer Municipal Finance Research 

Collaborative set out to provide the core analysis needed to assess the effects of the pandemic on local 

governments in Southwestern Pennsylvania. This analysis can be used to inform policy and advocacy 

efforts. We began with a rough assessment of the long-term fiscal health of municipalities in the ten-

county region before the pandemic arose using four indicators of financial sustainability. Sixty-five 

municipalities were labeled “High Risk” with an additional 165 facing “Some Risk” of financial instability 

after 2018. Using predictions from an expert panel, we estimated 2020 regional municipal revenue 

losses ranging from $123 million to $485 million based on three loss scenarios. We conclude that 

between nine and 36 local governments in Southwestern Pennsylvania will face cash insolvency in 2020. 

Between 12 and 112 of the region’s cities, townships, and boroughs will exhaust all funds if the 

pandemic response is repeated in 2021. 

This analysis provides a starting point to assist those advocating for state and federal attention and 

assistance and to inform continuing conversations about multi-municipal cooperation and the potential 

for shared services. The greatest likelihood for these efforts to succeed would arise from a bottom-up  

approach with state and federal officials responding to the expertise and data backed needs of local 

government leaders. 
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