SHARED RESPONSIBILITY & SACRIFICE…who me?
by
Daniel Wiseman


(presented to the L.A. City Council on February 5, 2010)
This BUDGET CRISIS that our City faces is real.  All signs say that we will run out of money before the end of this fiscal year (before June 30, 2010) if effective steps are not taken, immediately.

This week the City Council’s Budget & Finance Committee deliberated on the January 26, 2010 Controller’s Budgetary Cash Flow (released January 26, 2010) letter and the C.A.O.’s Mid-Year Financial Status Report (FSR, released January 29, 2010).  There was nothing new in those two documents. They showed that our current Budget Deficit is estimated at $ 199 or $ 185 million, respectively, and it is growing fast.

What is new, every day, is that we have not yet created much less implemented ways to cure this year’s Budget Deficit.  

B&F sent recommendations to City Council which would decrease the deficit by only $12 million; not nearly enough.  We need to find $ 300 - $ 400 million or a domino effect composed of 
    (1) depleting our Reserve Fund (very dangerous), 
    (2) defaulting on the TRAN and other contractual obligations (disastrous) and 
    (3) failing to pay our employee salaries (the final, fatal event).  
In the case of our City, bankruptcy is not an option it is becoming a necessity. 

The Controller’s Cash Flow letter shows how, last year, because the first pay day occurred on July 1, 2009, we shifted a total of $ 409,335,000 of last year’s expenses into this fiscal year; almost $ 200 million in salaries and just over $ 200 million in payments of Services & Equipment.  We have been paying down last year’s debt every month but, on Jan.31, 2010, we still were carrying $ 73,111,000 of this unpaid “old” debt.  We borrowed $ 400 million from the Tax & Revenue Anticipation Notes (TRAN) to cover the debits of the first 6 months of this fiscal year but the Controller’s data suggest that we will not pay the debt back according to its contracted schedule.  

All of the measures taken, so far, have helped but have not evaded the severe decree that we will run out of money within the next few months.

Our City’s Employees have given massive concessions already, deferred salary increases, accepted furloughs and increased their pension contributions.  Most of them tell us that they can not give any more.  Some of our most important employees have been peculiarly silent.

When Mayor Villaragosa took office, 5 years ago, he won his election with the promise to address and eliminate a $ 148 million “Structural Deficit.”  Our City’s “Structural Deficit” is created when the long-term obligations (mostly employee salaries, employee benefits and employee Pension Plans) are greater than our income.  Our Mayor said that the watch word for this year is “Shared Responsibility and Sacrifice.”  We must assume that he is trying to share his responsibility and ask all of us to sacrifice.  Clearly, this Budget Crisis has been a predictable consequence of the Mayor’s, his appointee’s and the City Council Member’s failures:
    (1)  failure to recognize the obvious signs, 
    (2)  failure to heed the multiple warnings and 
    (3)  failure to take effective action in the past 5 years.
I call on the Mayor, his appointees (his senior staff and the Department Heads) and the City Council to show us that they all recognize their responsibilities and offer their participation in our necessary economies.  Possible exceptions of the all too few “new” members of this group include Carmen Trutanich, Austin Beutner, Paul Koretz, Paul Krekorian and others (whom I may have failed to name, here) are made because they have not, yet, been part of the problem.  There remain 17 “electeds,” 17 Mayoral Deputies and just over 40 Department Heads; a total of 74, in this group.  They make $ 150,000 - $ 325,000 a year, each.  

I propose that these, our long-term leaders, our most responsible people, our top administrators, “step up to the plate” and take an immediate reduction of 25% in their basic salaries.  

 No one likes to take a cut in pay but these 74 should be able to survive this decrease.  They should lead by example.  Their example should produce real recognition by the Public and by our other City Employees that we must all participate and that all of us are participating in the resolution of our City’s Budget Crisis.

These decreases are similar to the decreases experienced by many of us in the private sector.  The Mayor and Council could pass this recommendation and implement it, immediately.  The argument that salary decreases for the City Council require a Charter Amendment is answered if the City Council Members take a voluntary decrease.

We could save over $ 4 million between now and June 30, 2010 and over $ 12 million in the next fiscal year.  We could invoke the principle that people elected or appointed by those “electeds” (all of whom were not previously in high level City positions) would be exempt from this ruling.

Thank you  
