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Annual Budget Options Report: Fiscal Year 2026 
COFA releases an annual budget options report providing ideas to enhance revenue or reduce costs for the 

City of Chicago. COFA notes the following are not an exhaustive list of opportunities for the City to address 

its budget gap entering FY 2026. Options were generated through revenue ideas submitted to COFA by 

Alders as well as through research by the COFA team.1 Further, these options fall within the City’s legal 

authority as a home-rule local government. There are various additional opportunities for revenue 

generation that require State authorization; high-impact State revenue opportunities are discussed briefly in 

“Other” section, however, COFA focuses on City-led opportunities in this report.  

Note: All below estimates do not represent net revenue for the City, only total possible revenue to be 

generated. COFA notes where associated costs may incur but does not factor in exact cost of 

implementation, personnel, or reductions in other services in revenue estimates to account for the net total 

for the City. 

Revenue Opportunities 

Garbage Fees 

The Department of Streets and Sanitation (DSS) provides garbage services for certain residents in the 

City of Chicago, spending $200 million annually to collect garbage from approximately 625,000 

households across the City, according to the Department of Finance. To help support this service, the City 

charges residents a garbage fee. The charge per month reflects less than 20% of the actual cost to provide 

the service – though the charges contribute to the City’s Garbage Collection Fund, which is the 

expenditure used to support residential garbage collection. The existing monthly per unit fee has been 

frozen since 2016 and this option explores how increasing the fee may generate additional revenue for the 

City. 

The City budgeted for $70.9 million in revenues from garbage collection in FY 2024 and $75.8 million in 

FY 2025. In both FY 2024 and FY 2025, the anticipated Garbage Collection Fund incorporates surplus 

resources available from the prior year, though annual collections for the fund remain steady year-after-

year around $63 million. In FY 2025, the City had $11.9 million in surplus to supplement the $63.8 million 

anticipated revenue for the year. (While the FY 2024 revenues for garbage collections are not featured in 

the end-of-year financial audit, the Mayor’s Office of Budget and Management (OBM) reported in Q3 of 

FY 2024 that the City had spent $71.8 million on garbage collection – almost $1 million above budget at 

that point in the year. By the same time, the City had collected $38.6 million in garbage fees.)  

City garbage services are provided for households in buildings with four dwelling units or less at $9.50 per 

month per dwelling unit. Households in buildings with five or more dwelling units pay for garbage service 

from private provider (on average, $10-16 per month per dwelling unit in five- and six-unit buildings, 

according to the Department of Finance). Since 2013, individuals 65 or older are eligible for a senior 

discount on garbage services as long as the individual owns the residential unit and occupies it as a primary 

 
1 While this report provides brief overviews of each option, COFA has published in-depth analyses of many of these options; if an 

option has an accompanying analysis, there is a note with a link to the full analysis. 

https://www.chicago.gov/city/en/depts/cofa/supp_info/BudgetOptionsReports.html
https://www.ilga.gov/commission/lrb/con7.htm#:~:text=Except%20as%20limited%20by%20this,tax%3B%20and%20to%20incur%20debt.
https://www.ilga.gov/commission/lrb/con7.htm#:~:text=Except%20as%20limited%20by%20this,tax%3B%20and%20to%20incur%20debt.
https://www.chicago.gov/city/en/depts/fin/supp_info/garbage-fee-faq.html
https://www.chicago.gov/content/dam/city/depts/obm/supp_info/2025Budget/2025_Ordinance_Book_webVersion.pdf
https://www.chicago.gov/content/dam/city/depts/fin/supp_info/CAFR/2024CAFR/ACFR_2024.pdf
https://www.chicago.gov/content/dam/city/depts/obm/supp_info/Quarterly%20Budget%20Report/2024-Q3_QBR_(2025-03-04-1523).pdf
https://www.chicago.gov/city/en/depts/fin/provdrs/city-of-chicago-garbage-fee-webpage.html
https://www.chicago.gov/city/en/depts/fin/provdrs/city-of-chicago-garbage-fee-webpage.html
https://www.chicago.gov/city/en/depts/fin/provdrs/utility_billing/svcs/apply-for-utility-charge-exemptions.html
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residence. Eligible seniors pay a monthly fee of $4.75 if they own and occupy a unit in a building with four 

or less units. (In the scenarios modeled below, COFA excludes senior residents for the purposes of 

estimating the impact of increased garbage charges. COFA does not propose raising senior garbage 

charges.) The garbage fee appears on a unified utility bill for City-provided water, sewer, garbage services 

and water-sewer tax charges.  

The implementation of increasing garbage charges would be relatively simple, overseen by DSS, with 

action needed to determine the fee and educate the public of new rates. Proponents argue that the City’s fee 

has remained flat for nearly a decade, and raising fees could be an opportunity to raise additional revenue 

for the City that is more proportional to the costs of service delivery and on par with other surrounding 

areas and large cities without requiring new processes or implementation mechanisms. Opponents cite 

garbage charges as regressive, impacting lower-income residents more than higher-income residents. 

Alternative options to increasing fees per month could include switching to a volume-based charge or 

shifting all garbage services to a private system. New York City provides garbage removal to all residents 

at no fee, though uses its General Revenue Fund to do so; with Chicago’s current budget gap, fully taking 

on garbage service without a source of funding is inadvisable. 

Other cities’ approaches vary. In close proximity to Chicago, the City of Evanston is the most similar to 

Chicago’s levels, charging $10.75-$27 depending on the building. Detroit is $20.83, Phoenix charges 

$36.59, San Antonio charges $15-31 per month depending on cart size, and San Jose charges up to $152 

per month for multi-residential units. COFA outlines various scenarios of increased garbage fees: with a 

slight fee increase, doubling fees, and a higher fee to align with other large city charges. 

Table 1. Annual garbage collection charge, alternative scenarios* 

  
Current 

($9.50/month/unit) 

Increase 1 

($12/month/unit) 

Increase 2 

($19/month/unit) 

Increase 3 

($25/month/unit) 

Annual Charge Per 

Unit  
$114  $144  $228  $300  

Serviced Residents  625,000 625,000 625,000 625,000 

Revenue $71,250,000  $90,000,000  $142,500,000  $187,500,000  

Additional Revenue to 

Status Quo 
  18,750,000 $71,250,000  $166,250,000  

Serviced Residents** 550,000 550,000 550,000 550,000 

Revenue $62,700,000  $79,200,000  $125,400,000  $165,000,000  

 
Additional Revenue to 

Status Quo 
  $16,500,000  $62,700,000  $102,300,000   

*In FY 2025 budget discussions, OBM evaluated four options to raise the fee at $12, $20, $24, and $52 per month per unit fees. 

Many other cities use volume-based fee schedules.  

**COFA uses two estimates for number of serviced residents – one from the Department of Finance’s overview of garbage fees 

and one that aligns more closely with historical annual collections used in budget estimates (totaling approx. $63 million). 

https://www.nyc.gov/site/dsny/collection/residents/trash.page#:~:text=We%20offer%20FREE%20weekly%20curbside,life%20for%20all%20New%20Yorkers.
https://www.cityofevanston.org/government/departments/public-works/services/waste-services
https://detroitmi.gov/news/city-provides-details-upcoming-expansion-solid-waste-collection-begin-june-3
https://www.phoenix.gov/administration/departments/publicworks/popular-requests-resources/solid-waste-rates.html#:~:text=%E2%80%8B%E2%80%8BThe%202%25%20Solid,Disposal%20and%20special%20handling%20fees
https://www.sa.gov/Directory/Departments/SWMD/Curbside-Service/Rates-Fees
https://www.sanjoseca.gov/your-government/departments-offices/environmental-services/rates-fees/#Rates%20for%20Apartments%20&%20Condos
https://chicago.suntimes.com/city-hall/2024/11/20/garbage-collection-fee-comparison-city-budget-property-taxes-streets-sanitation-recycling-rates
https://vimeo.com/showcase/8925576/video/1024881425
https://www.chicago.gov/city/en/depts/fin/supp_info/garbage-fee-faq.html
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Grocery Tax Replacement 

Following the repeal of Illinois’ statewide 1% grocery tax effective January 1, 2026, Chicago has the option 

to implement a local replacement tax at the same rate. This would maintain existing revenue levels without 

increasing costs to consumers, as the tax is already embedded in current grocery prices. The Illinois 

Department of Revenue would continue to collect and remit the tax, minimizing new administrative 

burdens. To ensure uninterrupted revenue, the City must pass an ordinance by October 1, 2025. The Mayor 

introduced an ordinance to establish a local grocery tax at the City Council meeting on June 18, 2025 and 

it will be considered by the City Council. 

Implementation is straightforward, relying on existing infrastructure, and would primarily involve 

coordination between the Illinois Department of Revenue and the City’s Department of Finance. As of June 

2025, over 200 Illinois municipalities had already passed similar measures, according to testimony from 

OBM. If Chicago does not replace the state tax, it risks losing revenue, an especially significant figure in 

light of the City’s projected $1.1 billion budget gap for FY 2026.  

Proponents argue that this is a no-cost way to maintain revenue for essential City services, with little 

perceptible impact on consumer spending. Opponents contend that grocery taxes are regressive, 

disproportionately affecting low-income households during a time of economic instability and high 

inflation. 

Table 2. Estimate for annual grocery tax revenue for City of Chicago in 2026* 

*Estimate uses U.S. BLS CPI data and Census data. COFA assumes continued conservative CPI growth; actual revenues may 

vary depending on inflation and consumer behavior trends. 

See COFA’s full analysis for more information. 

Housing Unit Vacancy Tax 

To address persistent housing supply issues and generate new revenue, the City could levy a tax on vacant 

residential units in Chicago. With an estimated 121,652 vacant units citywide (a 9.5% vacancy rate), the 

goal is twofold: encourage property owners to return units to market and fund affordable housing initiatives. 

The tax is modeled after a winning proposal from the University of Chicago Kreisman Initiative’s 2025 

Housing Challenge Symposium. Units would be considered vacant if left unoccupied for over 180 days 

annually, and the tax could be a flat per-unit fee or tied to vacancy duration, with a range of policy models 

explored from other cities. 

Implementation requires establishing a new enforcement system, determining the tax structure (e.g., flat 

rate vs. progressive, per-unit vs. value-based), and administering exemptions for hardship, renovation, or 

legal reasons. Key departments would include the Departments of Housing (policy and outreach), Buildings 

Factors to Consider 

Average U.S. Household At-Home Annual Food Expenditure $6,410 

Chicago Households 1,146,547 

Total Grocery Expenditure $7,349,366,270 

Grocery Tax 1% 

Tax Revenue  $73,493,662 

https://gov-pritzker-newsroom.prezly.com/gov-pritzker-signs-bill-eliminating-state-grocery-tax
https://www.ilga.gov/legislation/BillStatus.asp?DocNum=3144&GAID=17&DocTypeID=HB&LegID=148298&SessionID=112
https://www.iml.org/file.cfm?key=27885
https://www.chicagobusiness.com/politics/chicago-grocery-tax-fight-begins-city-hall
https://chicityclerkelms.chicago.gov/Matter/?matterId=B33B9EEF-554C-F011-8779-001DD8069091
https://chicityclerkelms.chicago.gov/Meeting/?meetingId=4A3E7FE6-D937-F011-8C4D-001DD8308C5A&targetTab=attachments
https://www.chicago.gov/content/dam/city/depts/obm/supp_info/2025Budget/2025-Chicago-Budget-Forecast.pdf
https://www.bls.gov/news.release/archives/cpi_05152024.htm
https://www.bls.gov/regions/midwest/news-release/consumerexpenditures_chicago.htm
https://www.census.gov/quickfacts/fact/table/chicagocityillinois
https://www.chicago.gov/content/dam/city/depts/COFA/RevenueResources/COFA_Revenue%20Proposals_Grocery%20Tax%20Replacement.pdf
https://www.jchs.harvard.edu/sites/default/files/reports/files/Harvard_JCHS_The_State_of_the_Nations_Housing_2024.pdf
https://data.census.gov/table/ACSDT5Y2023.B25002?q=b25002&g=060XX00US1703114000&y=2023
https://blockclubchicago.org/2025/05/16/vacancy-tax-on-landlords-could-help-fill-citys-affordable-housing-gap-uchicago-students-say/?vgo_ee=43ZoqjxZ0ZAOIYi086Lm6CdoTyuLBVZ5pP%2B%2FrehyAR%2BcOsCjb2UHuBXIeBVXCsWN%3A6SNrdRtEdxmduX8FRVcIP7E3xMyTSUBL
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(vacancy enforcement), and Finance (collection and compliance). Exemption design and enforcement 

complexity will be central to policy effectiveness. 

Supporters argue the tax disincentivizes speculation and encourages returning housing units to active use, 

while generating funding for affordable housing. Critics – primarily property owners and investors – warn 

of administrative burdens, potential legal challenges, and limited impact if vacancy is not the root issue in 

affordability. A vacancy tax, or empty home tax, is levied in Vancouver, British Columbia, Washington, 

D.C., and in Berkeley and Oakland, California. San Franscico passed a similar tax that has yet to go into 

effect, while New York State and Honolulu, Hawaii are currently considering the tax. 

Table 3.  Vacancy tax, annual revenue scenarios  

Tax Structure Annual Revenue Estimate (millions) 

Flat rate: $500/unit $60.8 

Flat rate: $2,500/unit $304.1 

Tiered by duration (below) $417.1  

 

Table 4. Vacancy tax, annual revenue estimate, sample tiered tax schedule* 

Vacancy duration Tax per unit Vacant units Revenue 

181–365 days $500 35,052 $17,526,000  

1-2 years (366-730 days) $1,000 30,120 $30,120,000  

2-3 years (731-1095 days) $2,500 22,120 $55,300,000  

3-4 years (1096-1461 days) $5,000 18,120 $90,600,000  

4-5 years (1462-1826 days) $10,000 10,120 $101,200,000  

  Over 5 years $20,000 (max) 6,120 $122,400,000  

Total  121,652 units $417,146,000  

*This is a hypothetical scenario to provide insight into potential revenue, with a simplified distribution of duration of vacancy 

assuming lower rates of long-term vacancy as time progresses. Actual breakdown of vacancy duration and number of units will 

require more complete vacancy data. Actual revenue would depend on tax structure, legal implementation, and up-to-date vacancy 

data. 

See COFA’s full analysis for more information. 

Increased Towing & Storage Fees 

The City of Chicago could increase towing and vehicle storage fees to generate additional revenue. Current 

fees are $150 for vehicles under 8,000 lbs. and $250 for vehicles over that size; storage fees are $25 per 

day for vehicles under 8,000 lbs. and $50 per day for vehicles over that size. With approximately 100,000 

vehicles towed annually, adjusting towing and storage fees could create a new source of revenue for the 

City while better aligning charges with the true cost of services provided. However, any changes would 

need to account for existing revenue-sharing agreements with the City’s towing contractor, whose contract 

expires in 2026. According to the OBM, the City’s towing and storage activities currently operate on an 

average $1.5 million loss annually, with a 10% increase in fees necessary for the City to breakeven.  

https://vancouver.ca/files/cov/2024-empty-homes-tax-annual-report.pdf
https://otr.cfo.dc.gov/page/vacant-real-property-0
https://otr.cfo.dc.gov/page/vacant-real-property-0
https://rentboard.berkeleyca.gov/laws-regulations/city-berkeley-ordinances-affecting-rental-properties/empty-homes-tax
https://www.oaklandca.gov/topics/vacantpropertytax
https://www.sfexaminer.com/news/politics/city-to-implement-empty-homes-tax-despite-legal-challenges/article_aa88fc06-aa66-11ee-97c8-c37f957e4f35.html
https://www.sfchronicle.com/politics/article/judge-strikes-san-francisco-s-vacant-home-tax-19881408.php
https://www.sfchronicle.com/politics/article/judge-strikes-san-francisco-s-vacant-home-tax-19881408.php
https://www.nysenate.gov/legislation/bills/2023/A9545#:~:text=2023%2DA9545%20(ACTIVE)%20%2D%20Summary,exemptions%20for%20certain%20vacant%20properties
https://www.honolulucitycouncil.org/d4-blog/emptyhomestaxbill
https://www.chicago.gov/content/dam/city/depts/COFA/RevenueResources/COFA_Revenue%20Proposals_Housing%20Unit%20Vacancy%20Tax.pdf
https://www.chicago.gov/city/en/depts/streets/provdrs/traffic/svcs/common_towing_questions.html
https://www.chicago.gov/city/en/depts/streets/provdrs/traffic/svcs/common_towing_questions.html
https://www.chicago.gov/city/en/depts/streets/provdrs/traffic/svcs/overview_of_towingprocess.html
https://www.chicago.gov/city/en/depts/streets/provdrs/traffic/svcs/overview_of_towingprocess.html
https://webapps1.chicago.gov/vcsearch/city/contracts/34921
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Implementation considerations include amending the Municipal Code, updating contract terms, and 

determining the appropriate revenue split between the City and the towing vendor. Minimal administrative 

burden is expected beyond contract renegotiation. City Departments involved include Finance (fee 

collection), Streets and Sanitation (contract oversight and communication of the policy change), and the 

Police Department (law enforcement towing).  

Supporters argue the proposal helps recover operational costs and increases deterrence for parking and 

vehicle violations. Opponents warn higher fees could disproportionately burden low-income residents, 

making it harder to retrieve impounded vehicles. If the City moves forward with this proposal, the specific 

rate increases – as well as the revenue-sharing structure between the City and the contracted towing provider 

– would require further discussion and negotiation. Additionally, public communication strategies and the 

potential impacts on vehicle owners, particularly low-income residents, should be thoughtfully considered 

during the policy development process. 

Table 5. Annual towing revenue, with increased percentage fee options; all revenue to City  

Vehicle size  #Vehicles*  Fee increase  New tow fee  Revenue  

< 8,000 lbs  95,000  10% $165  $15,675,000  

> 8,000 lbs  5,000    10% $275  $1,375,000  

      Total annual revenue $17,050,000  

< 8,000 lbs  95,000  20% $180  17,100,000 

> 8,000 lbs  5,000  20% $300  1,500,000 

      Total annual revenue $18,600,000  

< 8,000 lbs  95,000  30% $195  $18,525,000  

> 8,000 lbs  5,000  30% $325  $1,625,000  

      Total annual revenue $20,150,000  

 *According to the data provided by the Department of Streets and Sanitization, approximately 95% towed are under 8,000 lbs.  

  

Table 6. Annual storage fee revenue, with increased percentage fee options; all revenue to City  

Vehicle size  #Vehicles  Fee increase  New storage fee  Revenue  

< 8,000 lbs  95,000  10% $27.5/day  $2,612,500  

> 8,000 lbs  5,000  10% $55/day  $275,000  

      Total annual revenue  $2,887,500  

< 8,000 lbs  95,000  20% $30/day $2,850,000  

> 8,000 lbs  5,000  20% $60/day $300,000  

      Total annual revenue $3,150,000  

< 8,000 lbs  95,000  30% $32.5/day $3,087,500  

> 8,000 lbs  5,000  30% $65/day $325,000  

      Total annual revenue $3,412,500  

*Assuming an average of 1 day of vehicle storage at the impound lot; actual days will likely vary, increasing or decreasing potential 

revenue for the City.  

  

See COFA’s full analysis for more information.  

https://codelibrary.amlegal.com/codes/chicago/latest/chicago_il/0-0-0-2647419
https://www.chicago.gov/content/dam/city/depts/COFA/RevenueResources/COFA_Revenue%20Proposals_Increased%20Towing%20and%20Storage%20Fee.pdf
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Streetlight Advertisements 

Allowing commercial advertisements on a limited number of City-owned streetlight poles could generate 

new revenue while supporting small business visibility. The City currently permits banners promoting civic 

events, overseen and governed by Chicago Department of Transportation (CDOT) policies, with 

neighborhood-level Chambers of Commerce overseeing existing private business advertisements. This 

estimate models a conservate approach, with the City allowing commercial advertising on 1% of City street 

poles (3,000 out of 300,000), using either single or double-banner configurations. 

Implementation would involve minimal structural change, leveraging CDOT’s existing infrastructure and 

processes used for civic banners. However, updates to policy, fee structures, and internal logistics – such as 

banner allocation and permitting – would be needed. Departmental costs would include staff time, 

equipment usage, and outreach efforts to manage and promote the program. CDOT would be the leading 

agency for expanding advertisements, responsible for permitting, installation, and oversight. 

Supporters, including business groups and economic development stakeholders, highlight the program’s 

revenue potential and its value as a marketing tool for local businesses. Opponents may raise concerns about 

visual clutter, commercialization of public space, and potential competition with existing Chamber-led 

programs. Some civic groups may fear displacement from prime banner space. 

Chicago already operates commercial advertising on bus stops and other public street signage through an 

existing public-private partnership agreement. Currently, Chambers of Commerce administer streetlight 

advertising across Chicago neighborhoods. For example, the Lincoln Park Chamber of Commerce uses 

street pole advertising, priced as $275 per year per banner. Lincoln Park also charges a $50 set up fee and 

a $150 annual renewal fee for banners. Greater Ravenswood Chamber of Commerce charges $310-$350 

for a two-year period per banner, with lower costs available for Chamber members. In Greater Ravenswood, 

these prices include installation, permitting, and maintenance. Other cities, like San Diego, allow 

commercial street pole advertising; San Deigo’s advertising fee for banners is approximately $200 per 

month. 

Table 7. Annual revenue from commercial streetlight advertising* 

Monthly fee per banner Banners per pole Annual revenue 

$200 Single-banner $7,200,000 

$200 Hybrid** $10,800,000 

$200 Double-banner $14,400,000 

* Actual revenue may vary based on fee structure, advertising demand, and banner allocation strategy. 

**Includes 1,500 single-banner, 1,500 double-banner; the City may consider additional distributions of single-, double-banner 

poles, or choose to allocate more of the City-owned street poles to the commercial advertising program.  

See COFA’s full analysis for more information. 

Video Gambling 

The City of Chicago could legalize video gambling by opting into the Illinois Video Gaming Act, which 

would allow Chicago to access a share of state gambling tax revenue and impose local fees. While Illinois 

legalized video gambling in 2009, Chicago currently prohibits it. While certain localities levy separate 

https://codelibrary.amlegal.com/codes/chicago/latest/chicago_il/0-0-0-2650484
https://www.chicago.gov/content/dam/city/depts/cdot/streetlight-banners/banner-rules.pdf
https://311.chicago.gov/s/article/Streetlights?language=en_US
https://311.chicago.gov/s/article/Streetlights?language=en_US
https://www.chicago.gov/content/dam/city/depts/COFA/PublicPrivatePartnership/P3%20and%20Asset%20Leases%20Report.pdf
https://www.lincolnparkchamber.com/business-resources/street-pole-banners/
https://ravenswoodchicago.org/programs/neighborhood-banner-program/
https://downtownsandiego.org/wp-content/uploads/2023/06/DOWNTOWN-SAN-DIEGO-PARTNERSHIP-STREET-BANNER-PROGRAM-5.pdf
https://www.chicago.gov/content/dam/city/depts/COFA/RevenueResources/COFA_Revenue%20Proposals_Streetlight%20Ads.pdf
https://ilga.gov/legislation/ilcs/ilcs4.asp?DocName=023000400HArt%2E+5&ActID=3095&ChapterID=25&SeqStart=100000&SeqEnd=1950000
https://codelibrary.amlegal.com/codes/chicago/latest/chicago_il/0-0-0-2644000
https://www.cookcountyil.gov/service/gambling-machine-tax
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taxes, state law (230 ILCS 40/90) now prohibits both home rule and non-home rule units from taxing video 

gaming – unless the unit had a tax before November 2021. As such, to generate any new local tax revenue 

through video gambling, a change in state law is necessary. However, the City can charge fees and accept 

statewide tax revenue from video gambling distributed via the State’s Local Government Distribution Fund.  

Implementation would involve passing an ordinance to opt into the state’s framework and establishing 

processes for licensing, oversight, and fee collection. The Department of Business and Consumer Protection 

would lead implementation, with the Department of Finance playing a role if future state law allows for 

local taxation. 

Proponents argue that Chicago residents are already spending significant sums on video gambling in 

surrounding jurisdictions -- likely losing the City revenue and boosting neighboring economies. Opponents 

cite the regressive nature of gambling, its potential for addiction, and possible negative impacts on 

Chicago’s casino, which is already underperforming. Critics also note that gambling revenue can be volatile 

and challenging to implement, and may not offer a stable long-term funding source. 

Note: The below estimate assumes a fully mature VGT market, modeling maximum revenue potential for 

the City at the current tax structure. One analysis projects it will take 10 years for Chicago to realize its 

full VGT market. Further, the estimate assumes full participation by businesses holding Consumption on 

Premise Incidental licenses. While not all Incidental Activity license holders will host VGTs, types of 

licenses – such as taverns or other businesses like gas stations or truck stops – will likely opt-in. For the 

purposes of an estimate, we assume 2,500 participating businesses around the city, though this still may be 

higher than actual VGT locations. This revenue estimate does not account for net loss in revenue to the City 

from other sources (e.g., Bally’s Casino), cost of implementation, or potential effect on the City’s workforce. 

Table 8. Chicago video gaming annual revenue estimate* 

Revenue Source $Revenue 

Local Distribution of State Tax $63,550,600 

Local Fees $4,921,500 

Chicago Total Revenues $68,472,100 

*Growth based on Illinois’ Commission on Government Forecasting and Accountability March 2025 Monthly Briefing, 4.2% 

year-over-year growth NTI (2024, $3,004.4 million to 2025, $3,130.5 million); 2025 tax rate, 35% to IL, 5.8% local dist. (IL 

$1,095.7 million); Fees equal to Cook County ($1,500) by 2,500 (based on number of Consumption on Premise licenses, 2,792 in 

July 2025). 

See COFA’s full analysis for more information. 

Cost Savings & Efficiencies 

Centralized Towing & Storage 

Currently, accident-involved vehicles are often removed by independent operators and towed to private 

facilities, leading to inconsistent fees, difficulty for residents in locating their vehicles, and operational 

inefficiencies. Centralizing oversight of this function could streamline services, enhance transparency, and 

allow the City to manage accident tows more effectively, improving service delivery, and reducing 

administrative burdens. 

https://www.ilga.gov/commission/lru/TaxHandbook2024.pdf
https://www.ilga.gov/legislation/ilcs/documents/023000400K90.htm
https://www.ilga.gov/commission/lru/TaxHandbook2024.pdf
https://cgfa.ilga.gov/Upload/2023_Wagering_in_Illinois.pdf
https://cgfa.ilga.gov/Upload/2023_Wagering_in_Illinois.pdf
https://news.wttw.com/2025/01/10/bally-s-chicago-casino-rings-just-632m-new-city-revenue-far-behind-projections
https://features.propublica.org/the-bad-bet/how-illinois-bet-on-video-gambling-and-lost/
https://vimeo.com/1102021273
https://cgfa.ilga.gov/Upload/0325%20Monthly.pdf
https://data.cityofchicago.org/Community-Economic-Development/Business-Licenses-Current-Liquor-and-Public-Places/nrmj-3kcf/explore/query/SELECT%0A%20%20%60id%60%2C%0A%20%20%60license_id%60%2C%0A%20%20%60account_number%60%2C%0A%20%20%60site_number%60%2C%0A%20%20%60legal_name%60%2C%0A%20%20%60doing_business_as_name%60%2C%0A%20%20%60address%60%2C%0A%20%20%60city%60%2C%0A%20%20%60state%60%2C%0A%20%20%60zip_code%60%2C%0A%20%20%60ward%60%2C%0A%20%20%60precinct%60%2C%0A%20%20%60ward_precinct%60%2C%0A%20%20%60police_district%60%2C%0A%20%20%60community_area%60%2C%0A%20%20%60community_area_name%60%2C%0A%20%20%60neighborhood%60%2C%0A%20%20%60license_code%60%2C%0A%20%20%60license_description%60%2C%0A%20%20%60business_activity_id%60%2C%0A%20%20%60business_activity%60%2C%0A%20%20%60license_number%60%2C%0A%20%20%60application_type%60%2C%0A%20%20%60application_created_date%60%2C%0A%20%20%60application_requirements_complete%60%2C%0A%20%20%60payment_date%60%2C%0A%20%20%60conditional_approval%60%2C%0A%20%20%60license_start_date%60%2C%0A%20%20%60expiration_date%60%2C%0A%20%20%60license_approved_for_issuance%60%2C%0A%20%20%60date_issued%60%2C%0A%20%20%60license_status%60%2C%0A%20%20%60license_status_change_date%60%2C%0A%20%20%60ssa%60%2C%0A%20%20%60latitude%60%2C%0A%20%20%60longitude%60%2C%0A%20%20%60location%60%0AWHERE%0A%20%20caseless_one_of%28%0A%20%20%20%20%60license_description%60%2C%0A%20%20%20%20%22Consumption%20on%20Premises%20-%20Incidental%20Activity%22%0A%20%20%29%0A%20%20AND%20%28%60expiration_date%60%20%3E%20%222025-07-21T15%3A01%3A29%22%20%3A%3A%20floating_timestamp%29/page/filter
https://www.chicago.gov/content/dam/city/depts/COFA/RevenueResources/COFA_Revenue%20Proposals_Video%20Gambling_final.pdf
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A City-managed system would also strengthen consumer protections and give the City greater control over 

accident scene logistics and storage. Departments involved would include Streets and Sanitation (oversight 

and contracts), Finance (fee processing), and the Police Department (scene enforcement). While there 

would be initial administrative and equipment costs, the program could leverage existing infrastructure and 

contractor relationships. The City may choose to implement a new towing system in coordination with a 

private partner, 

Proponents highlight improvements to customer service, cost control, and public accountability, as well as 

operational consistency and efficiency. Opponents may include private tow companies and auto shops 

currently benefiting from independent arrangements, along with residents or consumer advocates concerned 

about possible increases in tow or storage fees. 

While COFA does not have sufficient data to estimate cost savings to the City based on centralization, 

leveraging possible efficiencies while streamlining services for residents will likely result in savings to a 

certain extent related to towing and storage operations. 

See COFA’s full analysis on a specific vendor’s proposal to consolidate Chicago’s towing and storage. 

Firefighter Manning Requirements 

Approximately 20% of Chicago’s Fire Department (CFD) activity – or “service class” – is related to fire 

suppression and rescue events. Most firefighter calls are for emergency medical services (EMS). CFD’s 

EMS response is strained, with only 80 ambulances to support a population of over 2.7 million (a 34,000 

people-to-ambulance ratio, significantly higher than the average 21,000-1 people-to ambulance ratio in 

other major cities). Further, CFD pays paramedics over $1 million in overtime each month – 19% of all pay 

to paramedics between January 2023 and September 2024 was overtime, compared to 9% of overtime pay 

for firefighters. While fire suppression and rescue is a critical function of CFD, the share of calls signals 

that a shift of resource allocations may be a necessary option for the City to improve the City’s EMS services 

and reduce costs of operation.  

Section 16.4 of the current contract (expired, as of 2021) with Fire Fighters Union Local 2 mandates 

minimum manning requirements for fire suppression and rescue to be maintained at levels consistent with 

previous contracts – five firefighters on all trucks and engines. It also allows 35 “variances,” or staffing 

four firefighters instead of five on a given vehicle, daily. Reducing the manning requirements for fire 

suppression and rescue companies to four could allow allocation of resources to fund additional 

ambulances, shift firefighter personnel also qualified for EMS to support EMS calls, or to other adjustments 

for reallocation to support EMS calls. 

Implementation would be the responsibility of CFD, though it would require successful negotiation with 

the Fire Fighters Union Local 2. As of June 2025, negotiations remain stalled, with differences between the 

Johnson Administration and Local 2, including number of variances, ambulances, and manning 

requirements. If full reduction of manning requirements from five to four is unfeasible to complete union 

negotiations, expansion of vacancies could help reduce costs and reallocate certain resources. Alternatively, 

manning recruitments could be adjusted based on ward or area within the City, with certain engine and 

truck companies requiring only four staff while other more high-density areas could require five.  

https://www.chicago.gov/content/dam/city/depts/COFA/RevenueResources/COFA_Revnue%20Proposals_Centralized%20Accident%20Towing%20Program.pdf
https://igchicago.org/information-portal/data-dashboards/cfd-emergency-events/
https://wgntv.com/news/chicago-news/city-of-chicago-shells-out-millions-in-overtime-pay-while-cfd-needs-new-ambulances-contract-cfu/
https://www.chicago.gov/city/en/depts/cfd/provdrs/ops.html
https://www.census.gov/quickfacts/fact/table/chicagocityillinois/PST045224
https://data.cityofchicago.org/Administration-Finance/Employee-Payroll-Data-FMPS-Payroll-Costing-/dawh-m56b/about_data
https://www.chicago.gov/content/dam/city/depts/dol/Collective%20Bargaining%20Agreement3/cffu%20local%202%20cba%20final.pdf
https://www.axios.com/local/chicago/2025/05/15/chicago-fire-fighters-union-arbitrators-contract
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Proponents suggest reducing manning requirements could result in resource reallocation and cost savings 

for CFD. Opponents, including the Firefights Union Local 2, emphasize lower staffing per vehicle could 

make the job more difficult and compromise public safety. While frequency of fires declines as building 

codes and other preventative measures improve, opponents may also argue that the Fire Department should 

retain maximum staff in case of major fire events.  

In 2012, the Office of the Inspector General (OIG) estimated nearly $71 million in reducing mandated 

staffing levels to four – saving over 1 million employee hours that translated to around 547 less positions. 

While OIG has not updated its estimate, in Table 9 below, COFA adjusts the OIG estimate to reflect current 

firefighter compensation and number of fire suppression and rescue units in 2025. COFA finds that shifting 

manning requirements from five to four would result in a difference of 1,156,140 annual employee-hours, 

or equivalent to 564 employee positions at CFD (carrying Chicago’s OIG assumptions, firefighters assigned 

to fire suppression or rescue unit working an average of 2,048 hours per year). Reducing personnel costs 

equivalent to 564 positions related to CFD Fire Suppression and Rescue Units by adjusting manning 

requirements could save approximately $113,976,504.2 

Table 9. Estimate reduction in Fire Suppression and Rescue employee-hours with reduced manning 

requirements 

Apparatus/Company  Number Total annual employee-

hours, manning requirement 

of 5 

Total annual employee-

hours, manning 

requirement of 4 

Fire Engines 97 4,204,800 3,363,840 

Fire Trucks 61 2,671,800 2,137,440 

Squad Companies  8 350,400 280,320 

Hazmat 2 87,600 70,080 

Reduction in hours 

due to variance 

 (306,600)  

Total  7,008,000 5,851,860 

*Modeled based on OIG 2012 analysis and the Fire Fighter Union Local 2 collective bargaining agreement; carries assumptions 

from OIG, including that the 35 daily variances are currently being fully used by the City and that no variances would be granted 

if manning requirements were reduced to four. Accounts for apparatuses requiring five staff; number of apparatus from Chicago 

Fire Department operations, except squad companies, Fire Apparatus Magazine (2017). 

Pension Consolidation 

The City of Chicago pension system is underfunded, contributing to the strained financial situation faced 

by the City. Pension obligations are mandated by law, and as they City struggles to balance a FY 2026 

budget, pension contributions continue to make up over 20% of budgeted expenditures. Consolidation of 

 
2 Modeled using OIG 2012 assumptions on annual compensation, includes non-salary benefits as 18% of annual salaries; FY 2025 appropriated 

$760.67 million to CFD, with approximately $675 million account for personnel services ($634,297,406 Corporate Fund, $8,548,452 Midway 

Airport Fund, $31,745,942 O’Hare Airport Fund). Fire Suppression and Rescue accounts for 3,939 positions at CFD ($389,414,257  from 

Corporate Fund to support salaries for 3,590 positions, $6,506,187 from Midway to 58 positions, $24,947,650 to 219 positions from O’Hare). 

Allows us to assume average salary of $171,259 based on budgeted salaries and total positions. 18% average non-salary compensation of $30,826 

(OIG assumption). Total salary and non-salary annual compensation of $202,086. 

https://igchicago.org/wp-content/uploads/2012/09/IGO-Savings-and-Revenue-Options-2012-Final.pdf
https://igchicago.org/wp-content/uploads/2012/09/IGO-Savings-and-Revenue-Options-2012-Final.pdf
https://igchicago.org/wp-content/uploads/2012/09/IGO-Savings-and-Revenue-Options-2012-Final.pdf
https://www.chicago.gov/content/dam/city/depts/dol/Collective%20Bargaining%20Agreement3/cffu%20local%202%20cba%20final.pdf
https://www.chicago.gov/city/en/depts/cfd/provdrs/ops.html
https://www.fireapparatusmagazine.com/fire-apparatus/chicago-il-fire-department-takes-delivery-of-new-squads/#:~:text=%E2%80%9CThe%20squads%20are%20our%20elite,go%20through%20special%20operations%20certification.%E2%80%9D
https://civicfed.org/sites/default/files/2023-11/ChicagoFY2024BudgetAnalysis.pdf
https://www.chicago.gov/content/dam/city/depts/obm/supp_info/2025Budget/2025-Overview-DIGITAL.pdf
https://igchicago.org/wp-content/uploads/2012/09/IGO-Savings-and-Revenue-Options-2012-Final.pdf
https://www.chicago.gov/content/dam/city/depts/obm/supp_info/2025Budget/2025_Ordinance_Book_webVersion.pdf
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Chicago’s four public pension plans offers one opportunity to lower costs associated with maintaining the 

City’s pension system and may result in higher returns.  

Chicago maintains four public pension plans: Laborers’ and Retirement Board Employees’ Annuity and 

Benefit Fund (“LABF”), Municipal Employee’s Annuity and Benefit Fund (“MEABF”), Policemen’s 

Annuity and Benefit Fund (“PABF”), and Firemen’s Annuity and Benefit Fund (“FABF”).  The plan’s 

“funded ratio” is the pension plan’s assets as a percentage of liabilities and signals the fiscal health of a 

pension fund. Chicago’s pension funds are among the bottom four of the bottom 10 local plans in the U.S., 

according to 2022 data. In 2024, Chicago’s pension funds had an aggregate funded ratio of 26.2%, up from 

24.8% the previous year, signaling a slight improvement due to supplemental pension payments made since 

2023. However, Chicago’s pensions remain severely underfunded; on average, state and local pension plans 

are 80% funded and top local plans have ratios over 100% and as high as 112.8%. Credit rating agencies 

consider funded ratios among other pension fund characteristics as an indicator of fiscal health, affecting 

bond ratings and borrowing costs.  

Pension fund consolidation has grown in popularity as one way to improve state and local pension 

management. Illinois merged 649 first responder pension plans into two statewide funds in 2020, following 

a years-long effort and a statewide task force. The Illinois Pension Consolidation Feasibility Task Force 

estimated the state could generate an additional $820 million – $2.5 billion in investment returns and result 

in over $160 million in annual savings for Illinois taxpayers. 

While estimating total savings of consolidation of Chicago’s four funds is difficult to project, COFA 

received one estimate suggesting the City could save $25.5 million annually, citing savings related to 

administrative costs and elimination of duplicative efforts as well as savings through economies of scale. 

Implementation would require changes to the Municipal Code and would need buy-in from unions 

representing City employees. If negotiations were successful, the Department of Finance would likely lead 

implementation efforts. 

Proponents for pension fund consolidation cite economies of scale driving improved investment returns and 

efficiency gains as key benefits, including lower costs and stronger governance mechanisms through 

centralization of management. Opponents note the difficulty of measuring true benefits and savings related 

to merging funds, potentially conflicting fiduciaries of trustees to members, and political challenges to such 

significant changes to management of public pension funds.  

Workers’ Compensation Light Work  

The City could institute a transitional return-to-work program that allows City of Chicago employees on 

workers’ compensation to resume work in a limited or modified capacity while recovering. Currently, the 

City lacks a formal light-duty policy, requiring employees to remain off duty until fully cleared. By creating 

a light-duty job bank and aligning employees’ temporary physical limitations with departmental needs, this 

policy would reduce idle time and lower costs. Transitional work policies are widely used across industries 

to help injured employees return to work sooner. Studies show they reduce time off and support recovery, 

making them a standard practice across sectors. 

Implementation would involve developing internal protocols for identifying suitable assignments, 

managing employee transitions, and communicating across departments. The Department of Human 

https://publicplansdata.org/quick-facts/by-pension-plan/plan/?ppd_id=215
https://publicplansdata.org/quick-facts/by-pension-plan/plan/?ppd_id=215
https://publicplansdata.org/quick-facts/by-pension-plan/plan/?ppd_id=145
https://publicplansdata.org/quick-facts/by-pension-plan/plan/?ppd_id=146
https://publicplansdata.org/quick-facts/by-pension-plan/plan/?ppd_id=146
https://publicplansdata.org/quick-facts/by-pension-plan/plan/?ppd_id=206
https://www.federalreserve.gov/releases/z1/dataviz/pension/funding_ratio/table/#:~:text=The%20funding%20ratio%20is%20the,as%20a%20percentage%20of%20liabilities.
https://equable.org/wp-content/uploads/2023/07/Equable-Institute_State-of-Pensions-2023_Final.pdf
https://www.chicago.gov/content/dam/city/depts/fin/supp_info/CAFR/2024CAFR/ACFR_2024.pdf
https://civicfed.org/sites/default/files/2023-11/ChicagoFY2024BudgetAnalysis.pdf
https://www.gao.gov/assets/870/868144.pdf
https://equable.org/wp-content/uploads/2023/07/Equable-Institute_State-of-Pensions-2023_Final.pdf
https://www.aon.com/canada/attachments/thought-leadership/report_How-Do-Pensions-Impact-Credit-Ratings.pdf
https://www.spglobal.com/ratings/en/regulatory/article/-/view/sourceId/3864558?kw=%25252525257bkeyword%25252525257d%25253fkw%25253d%25252525257bkeyword%25252525257d%253fkw%253d%25252525257bkeyword%25252525257d%25253fkw%25253d%25252525257bkeyword%25252525257d
https://www.mckinsey.com/~/media/McKinsey/Industries/Private%20Equity%20and%20Principal%20Investors/Our%20Insights/Is%20big%20really%20beautiful%20The%20limits%20of%20pension%20consolidation/Is-big-really-beautiful-the-limits-of-pension-consolidation.pdf
https://www.illinois.gov/news/press-release.20959.html
https://news.wttw.com/sites/default/files/article/file-attachments/Report%20by%20the%20Illinois%20Pension%20Consolidation%20Feasibility%20Task%20Force.pdf
https://www.chicago.gov/city/en/depts/fin/supp_info/pension_funds.html
https://www.mckinsey.com/~/media/McKinsey/Industries/Private%20Equity%20and%20Principal%20Investors/Our%20Insights/Is%20big%20really%20beautiful%20The%20limits%20of%20pension%20consolidation/Is-big-really-beautiful-the-limits-of-pension-consolidation.pdf
https://www.chicago.gov/content/dam/city/depts/dhr/supp_info/HRpolicies/2014_PERSONNEL_RULES-FINAL_2014_v3.pdf
https://www.rand.org/content/dam/rand/pubs/working_papers/2010/RAND_WR745.pdf
https://redwoodsgroup.com/resources/effective-use-of-return-to-work-light-duty-opportunities/
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Resources would lead coordination efforts, supported by the Department of Law (for any legal or code 

changes) and Finance (oversight of financial structure and execution of benefit claim schedules).  

Supporters, including good governance groups and department managers, emphasize efficiency gains, 

reduced disability leave, and improved workforce productivity. Opponents may include labor unions 

concerned about employee protection or fairness in duty assignments and departments wary of added 

administrative responsibilities. 

See COFA’s full analysis for more information. 

Workers’ Compensation Loss Portfolio Transfer  

The City of Chicago could pursue a Loss Portfolio Transfer (LPT), a financial strategy that transfers legacy 

workers’ compensation liabilities to a reinsurer. In exchange for a fixed annual premium, the reinsurer 

would assume responsibility for existing and future claims. This could reduce the City’s financial exposure, 

simplify budget forecasting, and potentially lower overall claim-related costs. 

The City is self-insured and does not pay premiums to a workers’ compensation insurance company to pay 

claims. According to the latest available annual report, in 2023, the City of Chicago managed a total of 

3,164 workers’ compensation claims. In 2023, the City paid off $77.2 million in claims from the prior year, 

including indemnity, medical, and expenses. At the end of 2023, the City’s open claim inventory stood at 

1,854, with reserves totaling $558.7 million, a $13.2 million decrease from the previous year.  The 

Department of Finance notes the decline in reserves is an important financial measure that quantify the total 

financial exposure and represent the City’s aggregate liabilities. The City notes the reduction is due to a 

“shift in focus from reopening files to resolution.” By transferring these claims to a reinsurer, the proposal 

claims the City could reduce its financial exposure while securing a fixed-cost premium structure. Average 

cost per settlement payment has largely stayed consistent over the past five years around $30,000 per claim. 

Based on one estimate shared with COFA, the City could transfer liabilities for an annual premium ranging 

from $15 to $25 million, depending on contract negotiations. This approach could remove the legacy claim 

liability from the City’s financial records, potentially reducing overall workers’ compensation costs by 33%. 

Implementation would involve negotiating terms with a reinsurer and updating the City’s financial 

management ordinances. Departments of Finance, Law, and Human Resources would collaborate on legal, 

financial, and operational aspects, while OBM would ensure strategic alignment with long-term fiscal goals. 

Proponents highlight the ability to eliminate long-term liabilities and reduce claims costs. Opponents may 

include current claimants concerned about transitioning to a private claims administrator, fearing reduced 

service or changes in benefits handling. 

See COFA’s full analysis related to a proposal on a workers’ compensation loss portfolio tracker. 

Other 

Two additional revenue options for Chicago are often discussed and require State authorization: a 

municipal income tax and sales taxes on services. An income tax could be broad or narrow, progressive 

or flat, or levied on residents or both residents or non-residents. A 2011 Office of the Inspector General 

report estimated potential revenue of $500 million in response to a 1% income tax. Initiating a sales tax on 

https://www.chicago.gov/content/dam/city/depts/COFA/RevenueResources/COFA_Revenue%20Proposals_Workers%20Comp%20Light%20Work.pdf
https://www.chicago.gov/content/dam/city/depts/fin/supp_info/Workers_Compensation/City_of_Chicago_Workers_Compensation_Report_09242024.pdf
https://www.chicago.gov/content/dam/city/depts/COFA/RevenueResources/COFA_Revenue%20Proposals_Workers%20Comp%20Loss%20Portfolio%20Tracker.pdf
https://www.ilga.gov/commission/lrb/con7.htm#:~:text=Except%20as%20limited%20by%20this,tax%3B%20and%20to%20incur%20debt.
https://www.civicfed.org/civic-federation/blog/city-chicago-income-tax
https://igchicago.org/wp-content/uploads/2011/09/IGO-2011-Budget-Options-September-27-2011-Final.pdf#page=18
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services would be complex; in a June 2025 hearing held by the Subcommittee on Revenue, representatives 

from the Chicago Metropolitan Agency for Planning, Center for Tax and Budget Accountability, and Civic 

Federation discussed the value and complexities associated with modernizing Illinois sales tax rules, calling 

for comparative studies prior to further consideration as an option in 2026. While these options are valuable 

to explore as potential revenue sources for the City, they are unfeasible for FY 2026. COFA may develop 

further analyses into these options in the future. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://vimeo.com/1090159082
https://cmap.illinois.gov/wp-content/uploads/dlm_uploads/modernizing-Illinois-tax-report.pdf
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City Compliance with Certification-Eligible Business 

Participation Programs 

Program Overview 

The City of Chicago established a range of certification programs to enhance contracting 

opportunities for business owners who have been historically underrepresented. These initiatives 

are designed to foster local economic development, promote equity, and ensure inclusive 

procurement practices for both city-funded and federally-funded projects. By certifying qualified 

businesses – including those owned by minorities, women, veterans, and individuals with 

disabilities – the City is actively working to eliminate structural obstacles that hinder access to 

public contracting. 

The objectives of Chicago’s Certification Programs for eligible business participation are to: 1) 

support the sustainability and growth of small and disadvantaged businesses, 2) encourage 

diversity within the City’s vendor pool, 3) fulfill federal and loca l participation targets for 

inclusive contracting, and 4) enhance equity in public contracts.  

The primary certification programs offered by the City of Chicago include:  

• Minority-Owned Business Enterprise (MBE) 

• Women-Owned Business Enterprise (WBE) 

• Veteran-Owned Business Enterprises (VBE)  

• Business Enterprise Program for People with Disabilities (BEPD) 

• Disadvantaged Business Enterprise (DBE) 

• Airport Concession Disadvantaged Business Enterprise (ACDBE) 

To qualify, MBE, WBE, BEPD, and VBE must demonstrate at least 51% ownership by the 

respective group. Additionally, eligible owners must control at least 51% of decision -making 

process and business operations. The business must also demonstrate the ability to operate  

independently without substantial reliance on non-eligible entities. Specific to VBE qualification, 

the veteran(s) operating the business must have been generally or honorably discharged. For DBE 

certification, businesses must comply with the social and economic disadvantage criteria set by 

the U.S. Department of Transportation, while the ACDBE eligibility requirements are aligned with 

those of DBE for airport vendors. In addition to the various certification programs, the City has 

two separate regulatory structures for construction and non-construction businesses. 

Analysis 

COFA sought information from the Department of Procurement for VBE, BEPD, DBD, and ACDBE data 

but did not obtain the same depth of detail. Nevertheless, more comprehensive information is expected to 

be provided in the coming months. COFA will update this report as more information becomes available. 

https://www.chicago.gov/city/en/depts/dps/office-of-contracting-equity/certification.html
https://www.chicago.gov/city/en/depts/dps/office-of-contracting-equity/certification.html
https://www.chicago.gov/city/en/depts/dps/provdrs/cert/svcs/minority_and_womenownedbusinessenterprisecertificationmbewbe.html
https://www.chicago.gov/content/dam/city/depts/dps/Certification/Certification%20Documents/CertificationRulesConstruction_100523.pdf
https://www.chicago.gov/content/dam/city/depts/dps/Certification/Certification%20Documents/CertificationRulesNon-Construction_100523.pdf
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Minority-Owned and Women-Owned Business Enterprises 

The following tables and figures provide an overview of contract payments issued to MBE and 

WBE businesses made between January 1, 2025, and June 30, 2025. During this timeframe, the 

total amount disbursed to primary contracts (“Primes”) reached $864,236,5 22, with 31% of the 

total allocated to MBE and 7% to WBE. Table 10 provides an overview of all Prime contracts 

issued between January 1 and June 30, 2025.  

The City sets specific objectives for the allocation of contracts to MBE/WBEs. For non -

construction contracts, the City seeks to direct a minimum of 25% of the total annual dollar value 

to certified MBEs and 5% to certified WBEs. For construction contracts, the targete d goals are 

26% for MBEs and 6% for WBEs. These objectives are integral to the City's broader initiative 

aimed at fostering economic development and stability through the support of minority - and 

women-owned businesses. As of June 30, 2025, the City of Chicago reports construction payment 

rates of 41% MBEs and 6% WBEs, while total payments for non-construction contracts stand at 

29% MBEs and 7% WBEs. 

Table 10. Overview of M/WBE primary contracts, January – June 30, 2025  

  

Vendor 

Program Type Vendor Payment  

Prime 

Payment 

% Share of Total 

Vendor Payments 

Total Payments     

    MBE $272,080,026 $864,236,522 31% 

    WBE $57,091,362 $864,236,522 7% 

   $329,171,388 $864,236,522 38% 

       

Construction Payments     

    MBE $71,991,064 $174,730,565 41% 

    WBE $10,900,732 $174,730,565 6% 

   $82,891,796 $174,730,565 47% 

       

Total Non-Construction Payments    

    MBE $200,088,962 $689,505,958 29% 

    WBE $46,190,631 $689,505,958 7% 

   $246,279,593 $689,505,958 36% 

       

Total   $329,171,389 $864,236,523   

     

Source: Department of Procurement data on M/WBE Programs, submitted directly to COFA; Jan 1 – Jun 30, 2025 

Data provided to COFA by the Department of Procurement further disaggregates primary contract 

data, distinguishing between Total Construction payments attributed to MBE/WBE and Total Non -

Construction payments as well as breaking down total Primes by ethnicity of M/WBE ownership. 

Figure 1 visualize construction and non-construction Primes, while Figures 2, 3, and 4 provide 

insight in to distribution of Primes to different ethnicities.  

https://www.chicago.gov/content/dam/city/depts/dps/Outreach/4-Resource%20Guide-MBE-WBE%20Compliance_FINAL.pdf#:~:text=The%20City's%20overall%20goals%20are%20to%20award,value%20of%20such%20Contracts%20to%20qualified%20WBEs.
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Figure 1. Total distribution of payments, by contract type 

 

Source: Department of Procurement data on M/WBE Programs, submitted directly to COFA; Jan 1 – June 30, 2025 

 

 

Figure 2. Total distribution of payments, by M/WBE ethnicity/gender  

Source: Department of Procurement data on M/WBE Programs, submitted directly to COFA 
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Figure 3. Total construction primary contract payments, by M/WBE ethnicity/gender  

Source: Department of Procurement data on M/WBE Programs, submitted directly to COFA; Jan 1 – June 30, 2025 

 

Figure 4. Total non-construction primary contract payments, by ethnicity/gender 

Source: Department of Procurement data on M/WBE Programs, submitted directly to COFA; Jan 1 – June 30, 2025 

 

Table 11. Total distribution of primary contract payments, by contract type & M/WBE ethnicity/gender ($) 

  

Construction 

Payments 

Non-Construction 

Payments 

Total Payments 

MBE/WBE 

African American  $      10,976,692   $         87,408,906   $            98,385,598  

Hispanic  $      38,362,522   $         80,830,850   $          119,193,372  

Asian  $      28,872,592   $         45,313,577   $            74,186,169  

Women (Non-Minority)  $        4,679,989   $         32,709,642   $            37,389,631  

Native American      $                   -    $               16,618  $                  16,618  

Total M/WBE       $    82,891,795     $       246,279,593        $          329,171,388  

Source: Department of Procurement data on M/WBE Programs, submitted directly to COFA; Jan 1 – Jun 30, 2025 
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Table 12. Total share (%) of primary contract payments, by contract type & M/WBE ethnicity/gender 

  

% of Construction 

Payments 

% of Non-Construction 

Payments 

% of Total Prime 

Payments 

African American 6% 13% 11% 

Hispanic 22% 12% 14% 

Asian 17% 7% 9% 

Women (Non-Minority) 2% 4% 4% 

Native American 0% 0% 0% 

Total M/WBE  47% 36% 38% 

Source: Department of Procurement data on M/WBE Programs, submitted directly to COFA; Jan 1 – Jun 30, 2025 

 

Veteran Business Enterprises  

The City of Chicago is currently initiating efforts to establish objectives for VBE certification. 

The Department of Procurement Services offers various programs and incentives tailored for 

veterans. The Veteran’s Preference Bid Incentive, for example, grants a 5% advantage to small 

local veteran-owned businesses or collaborations between a veteran-owned enterprise and a small 

local business. Additionally, there is a bid incentive of up to 2% for employing veteran -owned 

construction subcontractors.  

Between January 1 and June 30, 2025, veteran-related expenditures amounted to $965,49.44, with 

a contract value reflecting a VBE commitment of $38,830,772.57, resulting in a 2% utilization 

rate. 

 

Conclusion 

The City of Chicago's M/WBE initiatives signify a substantial commitment to advancing economic 

fairness and aiding businesses owned by minorities and women. In the first half of 2025, the City 

is in compliance with set goals for its M/WBE initiatives. By implementing certification processes, 

compliance oversight, and partnerships with various agencies, the City has established a structure 

that encourages inclusivity and competitiveness. Nevertheless, it is essential to persist in 

addressing existing challenges to secure the program's sustainable success. By improving outreach 

efforts, utilizing technology effectively, and performing regular assessments, the City of Chicago 

can reinforce its dedication to economic equity and inclusion.  

 

 

 

 

https://www.chicago.gov/city/en/depts/dps/provdrs/cert/svcs/Certification_VBE.html
https://www.chicago.gov/content/dam/city/depts/dps/RulesRegulations/062614AppVeterans.pdf
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Trends in Municipal Financing 
Municipal financing refers to how local governments fund operations or projects. Municipal financing can 

include direct funding through traditional revenue sources, debt issuance, or public-private partnerships. 

The following provides an overview of key financing mechanisms and related trends for municipal 

governments as well as presents examples of municipalities across the United States leveraging financial 

strategies to enhance cost-savings initiatives. 

Overview of Key Financing Mechanisms 

This section discusses trends related to key financing mechanisms that municipalities leverage to fund 

day-to-day operations and specific projects. Examples of municipal use of some of these mechanisms are 

further discussed in the “Cost Savings Initiatives” section that follows, along with additional strategies. 

Direct funding 

Traditional revenue sources – taxes, fines, fees, transfers, sale of capital assets, and intergovernmental 

transfers – continue to fund municipal activities. 

Taxes: Property taxes make up one-third of municipal revenue. Local governments anticipated an increase 

of 1.2% in property tax revenue for FY 2024, largely attributed to the continued strength of the housing 

market and rising cost of housing. Other taxes levied by municipal governments vary based on authority 

granted by the state, but can include sales taxes, corporate tax, selective sales tax on goods like alcohol, 

fuel, or tobacco products, individual income taxes, or hotel taxes. Occupancy taxes – also referred to as 

lodging, tourist, or other similar names – include hotel taxes but are expanding to encompass short-term 

rental and shared housing units. Short-term rental taxes have become more prevalent across U.S. 

municipalities as a mechanism for raising revenue as companies like Airbnb or Vrbo gain popularity for 

tourists. Growth of additional industries, such as legal sale of marijuana or data centers, are providing 

additional sources of tax revenue for municipal governments to finance projects. 

Beyond revenue generation, municipal governments may offer incentives to property owners or businesses 

to encourage financing of local priorities by non-municipal entities. Abatements, or a temporary reduction 

in taxes, allow municipalities to subsidize investment in capital-intensive projects or encourage 

homeowners or potential homeowners to participate in certain programs. Tax abatements have become 

increasingly popular – with a 35% and 37% increase in abatements offered by cities and counties between 

2017 and 2022, respectively. While abatements may incentivize activity, abatements also mean lower tax 

revenue for municipalities. 

Fines, fees, and charges: On average, fines or forfeitures make up a relatively low portion of municipal 

budgets, constituting 1-2% of local government revenue. Fees or charges, however, offer a larger source of 

revenue, on average making up around 17% of local revenue – with municipal reliance on charges for 

revenue generation increasing over time. These can include charges related to hospitals, airports, sewage 

and water management, or parks and recreation, among other things. Development fees are a popular way 

municipalities finance new projects, charging developers one-time fees to fund projects that accommodate 

new developments. 

https://taxpolicycenter.org/briefing-book/what-are-sources-revenue-state-and-local-governments
https://www.nlc.org/resource/city-fiscal-conditions-2024/
https://www.nlc.org/resource/city-fiscal-conditions-2024/
https://www.forbes.com/advisor/mortgages/real-estate/housing-market-predictions/
https://taxpolicycenter.org/briefing-book/what-are-sources-revenue-state-and-local-governments
https://obamawhitehouse.archives.gov/1600/state-and-local-government
https://obamawhitehouse.archives.gov/1600/state-and-local-government
https://www.hvs.com/article/10015-2024-hvs-lodging-tax-report-usa#:~:text=This%20fourteenth%20annual%20HVS%20Lodging,the%20150%20largest%20US%20cities.
https://www.airbnb.com/help/article/2509
https://taxpolicycenter.org/briefing-book/how-do-state-and-local-cannabis-marijuana-taxes-work
https://www.census.gov/library/stories/2025/01/data-centers.html
https://www.chicagotribune.com/2025/03/23/illinois-data-centers-clean-energy/
https://goodjobsfirst.org/property-tax-abatements/
https://nhc.org/policy-guide/tax-abatements-the-basics/
https://goodjobsfirst.org/hidden-costs-no-more-six-years-of-tax-abatement-disclosures/
https://taxpolicycenter.org/briefing-book/how-do-state-and-local-revenues-fines-fees-and-forfeitures-work
https://taxpolicycenter.org/briefing-book/what-are-sources-revenue-state-and-local-governments
https://taxpolicycenter.org/briefing-book/how-do-state-and-local-revenues-charges-work
https://www.fhwa.dot.gov/ipd/fact_sheets/value_cap_development_impact_fees.aspx
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Sale or leasing capital assets. Selling, leasing, or transferring municipal capital assets no longer in use is 

another opportunity to raise additional revenue to finance municipal activities. Assets can be sold at a 

reduced price to encourage certain activities aligned with local priorities.  

Outside of revenue generation, municipal leasing gained popularity in the early 1980s and is an alternative 

for municipalities to purchasing a capital asset directly or by issuing debt. Such leases are tax-exempt for 

lessors, and while structured similar to a loan – the municipality owns the asset at the end of the lease and 

the lease can be paid off early – leases are not considered debt. 

Intergovernmental transfers. Transfers from other government entities provide municipalities with a 

significant portion of revenue to finance day-to-day operations and larger capital-intensive projects. The 

majority of municipal intergovernmental transfers come from state governments. Notably, federal funding 

to local governments from the 2021 American Recovery Plan Act (ARPA) substantially boosted municipal 

revenues following the COVID-19 pandemic, and enabled municipalities to continue operations, pay off 

debt, fund new infrastructure projects, and numerous other projects. Confidence in municipal fiscal health 

is wavering in the wake of expiring ARPA funds (discussed in "Concerns and Challenges" below).  

Technological advances and efficiency gains. Municipal use of advanced technologies like advanced data 

analytics or artificial intelligence (AI) is growing. Leveraging data and technology offers a myriad of 

opportunities to streamline government services, making programs and projects more efficient and revenue 

collection simpler – reducing costs for municipal expenditure and freeing up resources to finance other 

activities. The rise of “smart cities” refers to municipalities' use of data and technology to transform public 

services. Certain technologies can analyze large datasets, identify patterns, and generate predictions based 

on trends from prior years, and can be leveraged to support municipal financing. AI is one example, with 

71% of cities exploring, testing, or implementing the use of generative AI. AI can optimize financial 

management, assist with financial audits, or other time-consuming analysis – helping fill a gap in a local 

government workforce shortages. Another example is predictive analytics, which can enable more accurate 

budget forecasting. 

Debt financing 

For municipalities that do not have the revenue to directly fund or incentivize direct investment in projects, 

debt financing is a critical source of funding. Municipalities must be authorized by states to issue debt. 

Municipal bonds. Municipal bonds are the primary financial tool that municipalities use to fund day-to-

day obligations or larger capital projects such as roads, schools, water systems, and other public 

infrastructure. Bonds have increasingly become “essential sources of capital for infrastructure projects” for 

cities since the late 20th century due to the larger role local government plays in providing public services 

and limited capacity to tax or adjust rates. As of 2025, there are over $4.2 trillion in active bonds – 60% of 

which are issued by over 50,000 local governments. Interest earned on municipal bonds is not subject to 

income tax. As tax-exempt investments, bonds incentivize investment in public infrastructure by providing 

tax advantages to those who buy them and reducing borrowing costs for municipal issuers by an average of 

2.10 percentage points. Overall, the municipal bond market is strong and continues to provide investors 

with stable yields. While the municipal bond market grew in 2024 due to record issuance, net increase to 

municipal debt fell in 29 states. 

https://mrsc.org/explore-topics/finance/assets/surplus-city-property#real
https://www.cbo.gov/sites/default/files/98th-congress-1983-1984/reports/doc28_1.pdf
https://www.clpusa.net/faq/what-is-a-municipal-or-tax-exempt-lease#:~:text=A%20municipal%20or%20tax%2Dexempt%20lease%20agreement%20allows%20a%20political,operating%20lease%2C%20or%20issuing%20bonds.
https://nclgovcap.com/uncovering-the-truth-about-leasing/
https://www.aglf.org/assets/2024Meeting/AGLF%202024%20-%20Basics%20of%20Municipal%20Leasing%20Presentation%205.1.2024.pdf
https://www.aglf.org/assets/2024Meeting/AGLF%202024%20-%20Basics%20of%20Municipal%20Leasing%20Presentation%205.1.2024.pdf
https://taxpolicycenter.org/briefing-book/what-are-sources-revenue-state-and-local-governments
https://home.treasury.gov/policy-issues/coronavirus/assistance-for-state-local-and-tribal-governments/state-and-local-fiscal-recovery-funds/allocations-and-payments
https://home.treasury.gov/policy-issues/coronavirus/assistance-for-state-local-and-tribal-governments/state-and-local-fiscal-recovery-funds/allocations-and-payments
https://home.treasury.gov/policy-issues/coronavirus/assistance-for-state-local-and-tribal-governments/state-and-local-fiscal-recovery-funds/eligible-uses
https://www.nlc.org/resource/city-fiscal-conditions-2024/
https://www.deloitte.com/us/en/insights/industry/government-public-sector-services/government-trends/2024/releasing-untapped-government-efficiency-and-productivity.html
https://www.recodingamerica.us/
https://www.spglobal.com/en/research-insights/special-reports/ai-smart-cities
https://cityaiconnect.jhu.edu/pdfs/Final-Gen-AI-In-Cities-Report_10.18.2023.pdf
https://www.oracle.com/artificial-intelligence/ai-local-government/#:~:text=AI%20helps%20local%20governments%20monitor,spending%20to%20more%20sustainable%20partners.
https://taxpolicycenter.org/taxvox/state-and-local-government-jobs-still-havent-recovered-pandemic
https://taxpolicycenter.org/taxvox/state-and-local-government-jobs-still-havent-recovered-pandemic
https://bsc.hks.harvard.edu/2020/11/09/leveraging-technology-to-improve-forecasting-and-monitoring-of-local-government-budgets/
https://bsc.hks.harvard.edu/2020/11/09/leveraging-technology-to-improve-forecasting-and-monitoring-of-local-government-budgets/
https://www.uscourts.gov/court-programs/bankruptcy/bankruptcy-basics/chapter-9-bankruptcy-basics#:~:text=the%20municipality%20must%20be%20specifically,to%20adjust%20its%20debts;%20and
https://munifinance.uchicago.edu/congressional/
https://www.investor.gov/introduction-investing/investing-basics/investment-products/bonds-or-fixed-income-products-0#:~:text=Short%2Dterm%20bonds%20mature%20in,where%20the%20bond%20is%20issued.
https://www.nlc.org/wp-content/uploads/2024/10/NLC100-Brief-3-Final.pdf
https://www.breckinridge.com/insights/details/2025-municipal-market-outlook/#:~:text=Demand%20for%20munis%20is%20likely,and%20if)%20tax%20risk%20abates.
https://taxpolicycenter.org/briefing-book/what-are-municipal-bonds-and-how-are-they-used
https://munifinance.uchicago.edu/congressional/
https://gfoaorg.cdn.prismic.io/gfoaorg/Z4gE_JbqstJ99gUG_BuiltByBondsDataBrief.pdf
https://www.breckinridge.com/insights/details/2025-municipal-market-outlook/#:~:text=Demand%20for%20munis%20is%20likely,and%20if)%20tax%20risk%20abates.
https://www.nuveen.com/en-us/insights/municipal-bond-investing/municipal-market-bonds-are-acting-like-bonds-again#:~:text=Municipal%20bond%20fundamentals%20are%20strong,and%20provide%20total%20return%20potential.
https://www.breckinridge.com/insights/details/2025-municipal-market-outlook/#:~:text=Demand%20for%20munis%20is%20likely,and%20if)%20tax%20risk%20abates.
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To provide investors insight into credit quality of a bond issuer, municipalities receive investment ratings, 

also referred to as credit ratings, from third-party entities. Higher-rated issuers have stable revenues and 

stronger liquidity, indicating more sound fiscal health to fulfill investments than municipalities with lower 

rankings. Municipalities with higher bond ratings have lower interest rates, allowing cities with stronger 

fiscal health to have lower borrowing costs. Spreads, the additional compensation provided to investors in 

the form of yields, for investing in lower-rated bonds has declined over the past 15 years. The spread 

between AAA and BBB bonds was .85% going into 2025 – signaling to investors that more risky bonds 

may not be worth the financial risk. However, credit upgrades have outpaced downgrades in recent years. 

Municipal bonds can be general obligation bonds backed by the cities’ power to tax residents to repay the 

bond; revenue bonds, backed by a specific source of revenue; or special assessment bonds, repaid via special 

tax or assessment levied on those properties primarily benefiting a particular area or property owners. In 

recent years, approximately 70% of municipal bonds have been revenue bonds. Further, the vast majority 

of municipal bonds are long-term debt – meaning the maturity date, or date when the issuer repays the 

principal of the debt, is over 10 years after issuance. Short-term debt issuance is less common – in 2022, 

short-term debt made up only 3% of municipal debt. Debt issued with maturity dates typically less than a 

year are referred to as municipal notes, and function similarly to bonds. Notes are categorized by anticipated 

use: short-term funding in advance of tax collection, revenue generation, or for capital projects that will 

later be funded by long-term bonds.  

Sustainability bonds. A growing sub-set of municipal bonds aligned with environmental, social, and 

governance factors are referred to as green, social, sustainability-linked bonds (GSSSB). The GSSSB 

market as a whole was projected to grow 5% between FY 2023 and FY 2024 to $44 billion. The GSSSB 

market constitutes around 11-12% of municipal bond market. Like any other municipal bond, GSSSB are 

debt obligations issued by municipal governments to finance projects and can refer to various types of 

bonds. 

Green bonds and social bonds lead this market, making up around half and one-third of the GSSSB market, 

respectively. Green bonds, or climate bonds, are municipal bonds that finance or re-finance new or existing 

environmentally friendly projects and have been issued since 2007 and are consistently increasing in 

issuance. Similarly, social bonds emerged in the mid-2010s and finance or re-finance projects addressing 

social issues. In FY 2023, municipal green bonds totaled $20 billion – a jump from $1 billion a decade prior 

and a 26% increase from FY 2022. Since 2020, the share of social bonds in the municipal bond market also 

increased. Notably, not all bonds that are used for environmental sustainability or investments in social 

programs are sustainable bonds – there are internationally-recognized standards or frameworks with which 

a GSSSB must align. Similar to sustainable products sold on the private market, these bonds are subject to 

“greenwashing” risk, though there is a community of external auditors that can assure investors that a 

municipality’s green bond program is in line with the necessary criteria.  

Public-Private Partnerships 

Public private partnerships – or P3s – allow governments to bridge resource gaps by partnering with the 

private sector to design, build, finance, operate, and maintain a project that provides a public service. 

COFA published an overview of Chicago’s notable public-private partnership agreements in May 2025. 

https://www.schwab.com/learn/story/municipal-bond-outlook
https://www.schwab.com/learn/story/municipal-bond-outlook
https://www.investopedia.com/terms/b/bondrating.asp
https://www.schwab.com/learn/story/municipal-bond-outlook
https://www.nuveen.com/en-us/insights/municipal-bond-investing/municipal-market-bonds-are-acting-like-bonds-again#:~:text=Municipal%20bond%20fundamentals%20are%20strong,and%20provide%20total%20return%20potential.
https://mrsc.org/explore-topics/finance/debt/types-of-municipal-debt#:~:text=Short%2DTerm%20Debt-,Overview,issuing%20and%20disclosing%20debt%20obligations.
https://emma.msrb.org/MunicipalTradeStatistics/ByTradeCharacteristic.aspx
https://taxpolicycenter.org/briefing-book/what-are-municipal-bonds-and-how-are-they-used
https://www.investor.gov/introduction-investing/investing-basics/investment-products/bonds-or-fixed-income-products-0#:~:text=Short%2Dterm%20bonds%20mature%20in,where%20the%20bond%20is%20issued.
https://taxpolicycenter.org/briefing-book/what-are-municipal-bonds-and-how-are-they-used
https://fssec.com/resources/
https://www.msrb.org/Making-Impact-ESG-Investing-and-Municipal-Bonds
https://www.spglobal.com/_assets/documents/ratings/research/101593184.pdf
https://www.spglobal.com/_assets/documents/ratings/research/101593184.pdf
https://www.spglobal.com/_assets/documents/ratings/research/101593184.pdf
https://initiatives.weforum.org/sustainable-finance-data-skills-and-capacity-building/knowledge-hub/publications/what-are-green-bonds-and-why-is-this-market-growing-so-fast%3F/c6e0cb7e2dfcf789a534addd2b291d1edfea000e
https://www.spglobal.com/_assets/documents/ratings/research/101593184.pdf
https://www.msrb.org/sites/default/files/About-Green-Bonds.pdf
https://initiatives.weforum.org/sustainable-finance-data-skills-and-capacity-building/knowledge-hub/publications/what-are-green-bonds-and-why-is-this-market-growing-so-fast%3F/c6e0cb7e2dfcf789a534addd2b291d1edfea000e
https://www.spglobal.com/_assets/documents/ratings/research/101593184.pdf
https://www.spglobal.com/_assets/documents/ratings/research/101593184.pdf
https://www.un.org/en/climatechange/science/climate-issues/greenwashing
https://www.chicago.gov/content/dam/city/depts/COFA/PublicPrivatePartnership/P3%20and%20Asset%20Leases%20Report.pdf
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P3s have grown increasingly popular for governments to execute infrastructure projects, emerging in U.S. 

municipal strategies in the mid-1990s. Since 2015, over 30 states have allowed municipalities to enter into 

P3s, with P3 projects totaling nearly $40 billion in projects between 2010 and 2020. There is no standard 

definition for P3s, but they typically refer to arrangements that allow municipalities to maintain oversight 

and ownership over a project while leveraging strengths of the private sector. Unlike traditional 

procurement or contracting where private partners are paid to produce a service without maintaining access 

to the service's revenue, private partners and the municipality typically share both in the risk and income 

resulting from the partnership. P3s provide municipalities access to financing outside of issuing additional 

debt or from traditional revenue sources, allowing for spreading cost over an extended period of time and 

freeing up public investment for other projects. P3s have shown to help keep projects on-budget and on-

schedule. However, without proper communication or assessment of risk between partners, these 

arrangements may still be subject to cost overruns, delays, and increased complexity as seen with traditional 

contractual arrangements.  

Value capture. Value capture is a P3 financing strategy based on the premise that public action should 

generate public benefit. For municipalities, improved infrastructure or other public services promote 

economic activity, or a value that may be recaptured through future municipal taxes, for example. Private 

partners are attracted to invest in such projects by incentives offered by municipalities or future 

opportunities for additional commercial activities. Municipalities can leverage tax and fee authorities, land 

sales, or zoning authorities, among other actions, to encourage new development by private partners. Value 

capture is most commonly used for infrastructure projects and offers a supplement to usage fees or other 

general revenue funding mechanisms for large-scale projects without issuing debt.  

Tax-increment financing (TIF) is a popular tool for value capture. TIF redirects future gains in real estate 

value to fund a particular development or infrastructure projects while keeping taxes set at pre-development 

rates for a certain period. Nearly all 50 states authorize municipalities' use of TIF, with thousands of TIF 

districts existing across municipalities of all sizes. Funds generated through TIF that exceed anticipated 

levels are referred to as surplus funds and depending upon state authorizing legislation for municipal use 

of TIF, funds are redistributed to taxing entities in the TIF district. Certain municipalities have used surplus 

TIF funds to fill budget gaps.  

Sustainability Bonds, P3, & Innovative Financing: Social Housing & Revolving Loan Funds. To 

address housing affordability issues across the country, certain local governments have leveraged an 

innovate financing tool to implement “Social Housing” initiatives. Social housing revolving loan funds are 

meant to be a tool to close the gap between offering residents’ affordable units and the cost of development 

and building operations while only requiring one-time municipal investments. The government contributes 

a certain amount of money in a revolving investment fund that will be used to finance construction and 

operation of mixed-income developments, with a mandated percentage of affordable units. The approach 

allows municipal financing of new developments, or investment into stalled projects or renovation of 

exiting developments, to enhance the availability of affordable units while decreasing reliance on federal 

or state subsidies for housing. 

There are varying ways to implement social housing financing, though the premise centers on the revolving 

fund. Depending on the model used, the municipal fund serves as the main investor, replacing private equity, 

or the municipality’s fund serves as one investor, with other private partners also investing in developments 

https://www.nlc.org/article/2020/09/01/public-private-partners-a-solution-to-aging-infrastructure/#:~:text=PPP%20projects%20are%20rising%20in,to%20their%20municipalities%20since%202015.
https://www.mckinsey.com/capabilities/risk-and-resilience/our-insights/a-smarter-way-to-think-about-public-private-partnerships
https://www.worldbank.org/en/news/opinion/2015/09/25/us-infrastructure-ppps-ready-for-takeoff
https://www.nlc.org/article/2020/09/01/public-private-partners-a-solution-to-aging-infrastructure/#:~:text=PPP%20projects%20are%20rising%20in,to%20their%20municipalities%20since%202015.
https://ppp.worldbank.org/public-private-partnership/applicable-all-sectors/about-public-private-partnerships
https://ppp.worldbank.org/public-private-partnership/applicable-all-sectors/about-public-private-partnerships
https://www.gao.gov/assets/ggd-99-71.pdf
https://www.mckinsey.com/capabilities/risk-and-resilience/our-insights/a-smarter-way-to-think-about-public-private-partnerships
https://www.mckinsey.com/industries/private-capital/our-insights/the-rising-advantage-of-public-private-partnerships
https://www.lincolninst.edu/publications/policy-focus-reports/land-value-capture-in-united-states/
https://www2.deloitte.com/content/dam/Deloitte/global/Documents/Public-Sector/smart-cities-virtues-of-value-capture-19nov.pdf
https://www2.deloitte.com/content/dam/Deloitte/global/Documents/Public-Sector/smart-cities-virtues-of-value-capture-19nov.pdf
https://ppp.worldbank.org/public-private-partnership/applicable-all-sectors/what-commercial-value-capture-cvc
https://www.fhwa.dot.gov/ipd/pdfs/value_capture/value_capture_quick_start.pdf
https://ppp.worldbank.org/public-private-partnership/applicable-all-sectors/how-innovative-revenues-infrastructure-can-fundamentally-reshape-infrastructure-funding
https://www.fhwa.dot.gov/ipd/value_capture/defined/tax_increment_financing.aspx#:~:text=Tax%20Increment%20Financing%20(TIF)%20is,area%20as%20a%20TIF%20district.
https://www.fhwa.dot.gov/ipd/value_capture/defined/tax_increment_financing.aspx#:~:text=Tax%20Increment%20Financing%20(TIF)%20is,area%20as%20a%20TIF%20district.
https://www.fhwa.dot.gov/ipd/value_capture/defined/tax_increment_financing.aspx#:~:text=Tax%20Increment%20Financing%20(TIF)%20is,area%20as%20a%20TIF%20district.
https://civicfed.org/blog/chicago-increases-tif-sweep-close-budget-deficit
https://substackcdn.com/image/fetch/f_auto,q_auto:good,fl_progressive:steep/https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2F651b745d-3c29-4379-9a1d-95e192fd4e5e_1582x842.png?utm_source=substack&utm_medium=email
file:///C:/Users/486855/Downloads/Housing-and-Economic-Development-Bond-Book-(Updated-2024.07.03).pdf
https://www.probuilder.com/design/house-styles/multifamily/article/55229177/an-innovative-financing-model-for-affordable-housing?utm_medium=email&utm_source=substack
https://www.rihousing.com/wp-content/uploads/NYUFurman_PubliclyDrivenDevelopment_InterimReport_6-20-24.pdf
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and aiming to generate competitive market rates for the project’s development. The municipality creates a 

Board to oversee investment of the revolving fund, and municipality will offer developers low-cost 

construction loans. Once the construction loan is repaid, it can be reinvested into the fund. Further, the 

market income the development generates from market-rate units will flow into the fund, paying down debt 

service and covering operating costs of the building. The make-up of the Board aligns with a public-private 

partnership approach, though the extent to which the Board aligns with the government can differ. The 

municipality will need to ensure the revolving fund’s Board includes private sector experts in market-rate 

real estate development and finance, along with representatives from City government, to ensure units are 

built efficiently and are competitive with the private market.   

Montgomery County, Maryland is a prominent example of a social housing financing approach, along with 

Atlanta, Georgia. Chicago’s City Council approved a Green Social Housing (GSH) ordinance in May 2025, 

authorizing the establishment of Residential Investment Corporation to oversee the Residential Investment 

Fund. Chicago’s investment fund will leverage $135 million of the City’s Housing and Economic 

Development Bond. In Chicago, the “Green” aspect of its social housing program follows a similar logic 

to green bonds, with requirements for housing units created by GSH funds to align with sustainability 

standards set by the City. This financing mechanism has been touted by media and elevated as a model in 

academic studies. Similar programs are being considered in Seattle, Chattanooga, and California. 

Cost-Saving Initiatives in Municipal Governments Across the United States 

Across the United States, cities are implementing innovative cost-saving measures to optimize their budgets, 

improve public services, and enhance sustainability. The following highlights specific examples from 

municipalities across the United States employing financial management strategies – some of which are 

highlighted in the above overview of financial mechanisms – to improve financial sustainability and 

implement cost-savings initiatives. 

Energy and Sustainability Savings. Municipalities are investing in energy-efficient infrastructure and 

renewable energy sources to lower costs and promote environmental sustainability. These initiatives reduce 

energy consumption, cut utility expenses, and improve the longevity of public assets. For example, Los 

Angeles, California, launched one of the nation’s largest LED streetlight replacement projects, reducing 

streetlight energy use by approximately 60%. This initiative resulted in annual savings of over $7 million 

in electricity costs and an additional $2.5 million in maintenance expenses. Similarly, New York City, New 

York, replaced 250,000 streetlights with LED fixtures, saving $6 million annually in electricity costs and 

$8 million in maintenance due to LED longevity. 

Las Vegas, Nevada, transitioned all city facilities to 100% renewable energy by 2017, leading to over 30% 

energy savings and $5 million in reduced annual energy costs. Other cities, such as Denver, Colorado, have 

implemented energy efficiency programs in city-owned buildings, including LED lighting upgrades and 

solar panel installations. These initiatives have reduced energy costs by 20% over five years. Additionally, 

Worcester, Massachusetts, implemented an Energy Savings Performance Contract, financing municipal 

energy upgrades through guaranteed savings. Between 2010 and 2014, the City installed solar panels on 

schools and converted 15,000 streetlights to LED, generating $1.8 million in annual savings without upfront 

costs. 

https://www.rihousing.com/wp-content/uploads/NYUFurman_PubliclyDrivenDevelopment_InterimReport_6-20-24.pdf
https://www.probuilder.com/design/house-styles/multifamily/article/55229177/an-innovative-financing-model-for-affordable-housing?utm_medium=email&utm_source=substack
https://metroplanning.org/green-social-housing-a-sustainable-approach-for-permanent-affordability/#:~:text=Backed%20by%20a%20$100%20million%20revolving%20loan,are%20or%20are%20expected%20to%20be%20affordable.
https://www.rihousing.com/wp-content/uploads/NYUFurman_PubliclyDrivenDevelopment_InterimReport_6-20-24.pdf
https://occprodstoragev1.blob.core.usgovcloudapi.net/matterattachmentspublic/f810a86d-5f42-4cc8-9225-c15b2676b58b.pdf?utm_source=substack&utm_medium=email
https://www.chicago.gov/content/dam/city/sites/business-and-neighborhood-development-strategy/pdf/Housing-and-Economic-Development-Bond-Book-(Updated-2024.07.03).pdf
https://www.npr.org/2025/06/15/nx-s1-5400642/affordable-housing-environment-vienna-climate-change?utm_source=substack&utm_medium=email
https://www.bloomberg.com/news/articles/2023-12-18/a-county-in-maryland-is-changing-the-model-of-public-housing?utm_source=substack&utm_medium=email
https://www.vox.com/policy/2024/2/10/24065342/social-housing-public-housing-affordable-crisis?utm_source=substack&utm_medium=email
https://www.rihousing.com/wp-content/uploads/NYUFurman_PubliclyDrivenDevelopment_InterimReport_6-20-24.pdf
https://nlihc.org/resource/seattle-voters-approve-ballot-initiative-fund-social-housing-developer?utm_source=substack&utm_medium=email
https://chattanoogachamber.com/invest-chattanooga-to-catalyze-affordable-housing-development-with-20-million-housing-production-fund/?utm_source=substack&utm_medium=email
https://www.hcd.ca.gov/policy-and-research/active-research/sb555?utm_source=substack&utm_medium=email
https://www.icfauthority.org/street-lights-and-cost-savings/
https://ambimat.com/the-transformation-of-city-street-lighting/
https://www.enbridge.com/energy-matters/news-and-views/las-vegas-100-percent-renewable-energy
https://denvergov.org/Government/Agencies-Departments-Offices/Agencies-Departments-Offices-Directory/Climate-Action-Sustainability-and-Resiliency/Cutting-Denvers-Carbon-Pollution/Efficient-Commercial-Buildings/Denver-Building-Regulations/Energize-Denver-Building-Performance-Policy
https://www.worcesterma.gov/announcements/energy-projects-to-save-city-1.8-million-annually
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Technology and Digital Transformation. As noted, cities are increasingly utilizing AI and automation to 

enhance efficiency, reduce costs, and improve service delivery. Los Angeles, California, has implemented 

AI-driven traffic management systems that optimize flow, reducing fuel consumption and travel time. Los 

Angeles also automated its permit processing and utility billing systems, saving millions in labor costs. 

Additionally, Palm Beach County, Florida, adopted document automation software for classification, data 

extraction, and entry, yielding $1.9 million in annual savings. 

Furthermore, Dallas, Texas, incorporated Lean Six Sigma principles into its digital transformation efforts, 

streamlining municipal workflows and automating administrative functions. These technological 

improvements enhanced operational efficiency while achieving millions in savings, exemplifying how 

digital solutions and process innovations can work in tandem to optimize municipal management. 

Hiring Freezes and Workforce Optimization. Faced with budget constraints, cities are implementing 

hiring freezes and workforce restructuring to control labor costs while maintaining essential services. In 

November 2023, New York City, eliminated 2,100 vacant positions as part of a hiring freeze, generating 

significant payroll savings. Houston, Texas, implemented a similar freeze to address a budget shortfall, 

reducing personnel costs by approximately $100 million while ensuring critical services remained 

operational. Las Vegas, Nevada, announced a hiring freeze in February 2025 to stabilize finances following 

a costly legal settlement. Meanwhile, Atlanta, Georgia, enacted a major pension reform in 2011, 

restructuring retirement benefits and introducing a hybrid pension/401(k) system. This measure saved $22 

million in its first year and is projected to generate over $500 million in long-term savings. 

Financial Management and Debt Savings. Some cities are finding savings not just through operations 

but also through strategic financial planning. A strong example comes from Philadelphia, which used a debt 

refinancing strategy to lower long-term borrowing costs. In June 2025, the city issued approximately $872 

million in general obligation bonds. Of that, $470 million was used to refinance older bonds through a 

combination of traditional refunding and a tender exchange. Due to strong investor interest and high credit 

ratings (A1 by Moody’s, A+ by S&P and Fitch), the City was able to secure much lower interest rates. As 

a result, Philadelphia saved over $7 million in debt service costs and achieved $20.6 million in total long-

term savings. This case shows how careful financial management, especially when timed with favorable 

market conditions, can deliver major savings without cutting services or raising taxes.  

P3s. As noted above, P3s allow cities to leverage private sector expertise and funding to reduce costs while 

maintaining service quality. Sandy Springs, Georgia, outsourced most non-safety services to private 

contractors upon incorporation in 2005, saving approximately $20 million annually. Indianapolis, Indiana, 

pioneered P3s in wastewater treatment, securing a contract that cut costs by 40% while maintaining 

environmental standards. Long Beach, California, used a P3 model to finance and build its new Civic 

Center, shifting construction and maintenance costs to a private developer in exchange for predictable long-

term payments. This approach delivered modernized municipal facilities at a lower annual cost than 

maintaining outdated infrastructure. 

Equipment and Fleet Reductions. Reducing government-owned vehicle fleets and transitioning to 

energy-efficient models has proven to be an effective cost-saving measure for cities. New York City, New 

York, downsized its fleet, saving an estimated $13.7 million annually while investing in fuel-efficient 

vehicles to further reduce expenses. Austin, Texas, transitioned to hybrid and electric models, cutting fuel 

https://thelainsider.com/los-angeles-county's-ai-powered-traffic-management-system-a-game-changer-f-p4859-150.htm
https://www.tylertech.com/resources/blog-articles/ai-delivers-savings-and-staff-satisfaction
https://dallascityhall.com/government/Council%20Meeting%20Documents/gpfm_5_lean-six-sigma_combined_050718.pdf
https://www.cityandstateny.com/policy/2023/11/thousands-more-vacant-positions-eliminated-latest-new-york-city-budget-cuts/392102/
https://abc13.com/post/city-houston-halts-most-hiring-350-million-budget-gap-looms/16003754/
https://www.fox5vegas.com/2025/02/07/city-las-vegas-announces-hiring-freeze-following-badlands-settlement/
https://www.atlantaga.gov/Home/Components/News/News/12/672?arch=1&npage=127#:~:text=The%20comprehensive%20pension%20reform%20plan,500%20million%20over%2030%20years
https://www.phila.gov/2025-06-27-city-of-philadelphia-prices-872-million-of-general-obligation-bonds-and-conducts-current-refunding-and-tender-for-additional-savings/
https://www.phila.gov/2025-06-27-city-of-philadelphia-prices-872-million-of-general-obligation-bonds-and-conducts-current-refunding-and-tender-for-additional-savings/
https://www.governing.com/archive/sandy-springs-outsources-everything.html#:~:text=Today%2C%20nearly%20five%20years%20later%2C,Pioneer%20Institute%27s%20Better%20Government%20Competition
https://environment.probeinternational.org/2000/03/08/wastewater-treatment-privatization-case-study-indianapolis-indiana/#:~:text=The%20city%20is%20guaranteed%20savings,for%20maintenance%20costs%2C%20which%20totalled
https://plenary.com/project/long-beach-civic-center-redevelopment
https://www.nyc.gov/office-of-the-mayor/news/249-22/mayor-adams-reduces-nyc-s-vehicle-fleet-saving-taxpayer-dollars-reducing-carbon-emissions
https://www.austintexas.gov/article/transition-towards-evs
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and maintenance costs by an estimated $3.5 million over ten years. Fleet management strategies can 

contribute to fiscal responsibility while aligning with environmental sustainability goals. 

Asset Optimization and Vacant Property Reuse. In addition to equipment and personnel management 

adjustments, cities are also saving money by making better use of City land and property assets. Cincinnati, 

Ohio, which faced rising costs related to maintaining abandoned properties, created a land reuse program 

through the Hamilton County Land Reutilization Corporation (Landbank). In 2018 alone, the Landbank 

sold 112 properties, putting them back into productive use for housing, community development, or small 

business. This not only generated new private investment but also reduced the City’s maintenance and 

safety costs. Cincinnati also started a vacant building maintenance license program requiring owners of 

vacant, foreclosed properties to register and maintain them, or face fines. Since its launch, this registry has 

generated about $4 million in fees and forced the upkeep of more than 4,000 homes. 

Looking Ahead: Challenges & Concerns  

While municipalities have various tools to leverage and examples across the country to learn from, there 

are various external factors that influence municipal financing. The following highlights activities that may 

negatively impact municipal financing in the near future. 

Economic instability. Interest rates remain high, increasing cost of borrowing and market prices – with the 

U.S. Federal Reserve holding federal interest rates at 4.25 - 4.5%, well above the goal rate of 2%.  

Additional federal policy changes related to tax, trade, and immigration will have broad economic impact 

on municipalities’ responsibilities and contribute further to increased costs for goods and services. While 

the full impact of federal policy changes is still being realized in the broader economic measures, the 

Consumer Price Index (CPI) continues to rise. The CPI hit 2.7% in June 2025, .3% up from May 2025; in 

the Chicago metropolitan area, CPI for Urban Consumers rose 0.3% in June 2025 to 3.5%. In this economic 

environment, not only may public sector finance experience challenges, but members of the public will also 

likely experience heightened economic strain – increasing the need for public services and decreasing the 

tax base from which municipalities draw revenue as people choose to spend or travel less. Simultaneously, 

the cost to provide government services is now more expensive. Municipal infrastructure projects in 

particular are increasingly affected by higher costs of building materials, deferred maintenance costs, and 

need for special considerations related to more extreme climate and weather scenarios. Strained revenues 

and growing demand in the face of the broader economic environment may lead municipalities to debt-

financing a larger share of city services. 

Threatened tax-exemption for municipal bonds. The first session of the 119th Congress largely focused 

on budget reconciliation negotiations – a legislative tool that allows for expedited process in Congress 

related to changing mandatory spending to “align spending, revenue, and debt with agreed-upon budget 

targets.” Federal committees considered a wide range of opportunities to adjust the spending within their 

committee’s jurisdiction. In early 2025, as part of this process, a leaked memorandum from the Senate Ways 

and Means shows consideration of federally taxing municipal bonds, estimating $250 billion in 10-year 

savings for the federal government. However, borrowing costs for municipalities if tax-exemption for bonds 

is eliminated are estimated to increase by over $820 billion. While the provision ultimately did not end up 

in the final package, the discussions warrant attention to those interested in municipal finance.  

https://www.cincinnatiport.org/top-ten-properties-sold-hamilton-county-landbank-2018/
https://www.cincinnati-oh.gov/buildings/building-permit-forms-applications/application-forms/all-forms-handouts-checklists-alphabetical-list/vacant-building-maintenance-license-vbml-application-form/
https://www.federalreserve.gov/releases/h15/
https://www.spglobal.com/ratings/en/research/articles/250108-u-s-local-governments-2025-outlook-a-stable-start-to-the-year-while-prospects-look-precarious-13374841
https://www.bls.gov/cpi/
https://www.bls.gov/regions/midwest/news-release/consumerpriceindex_chicago.htm
https://www.breckinridge.com/insights/details/2025-municipal-market-outlook/#:~:text=Demand%20for%20munis%20is%20likely,and%20if)%20tax%20risk%20abates.
https://bipartisanpolicy.org/explainer/budget-reconciliation-simplified/
https://punchbowl.news/wp-content/uploads/reconciliation_WM.pdf
https://gfoaorg.cdn.prismic.io/gfoaorg/Z4gE_JbqstJ99gUG_BuiltByBondsDataBrief.pdf
https://www.congress.gov/bill/119th-congress/house-bill/1/text
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Increased risk of natural disasters. Weather and climate disasters have significant financial impact – with 

over $2.9 trillion in damages between 1980 and 2024. Rising global temperatures are leading to more 

frequent and severe weather events. The number of expensive catastrophes increased dramatically in the 

past 25 years; between 2000 and 2009, there was an average of 7 billion-dollar disasters per year in the 

U.S., but since 2020, there has been over 23 billion-dollar disasters per year. In 2024 alone, there were 27 

billion-dollar disasters, costing over $182 billion. To recover financially from significant disasters, states 

can receive federal support if the event is granted a presidential disaster declaration, with emergency 

assistance coming from Federal Emergency Management Agency (FEMA) programs or one-off 

Congressional funds. However, federal assistance is not assured. In the current Congress and Trump 

Administration, funding challenges or cuts to FEMA are likely, with the federal government changing how 

it approaches many functions – including emergency response and disaster support. Across policy areas, 

the federal government is shifting responsibilities to the states, and emergency management support is no 

different. Further impacting the federal ability to support states in disaster relief is the federal government's 

financial capacity. As of July 2025, the federal deficit is $1.3 trillion, an increase of $64 billion compared 

to the same period in 2024, and the national debt continues to climb. While the federal government does 

not need to have a balanced budget, ever-growing deficits lead to an increased Congressional appetite to 

trim federal spending. As disasters continue to increase in severity and federal support remains uncertain, 

state and local governments will have to bear more of the financial burden to support recovery, impact 

available revenues and reserves. 

Delayed disclosure of financial reports. Following the close of FY 2024, 34 of the 75 most populated 

cities in the U.S. published required annual financial reports after the industry standard 180-day deadline. 

A delay in municipalities’ ability to produce timely comprehensive financial reports and audits is in part 

due to a persistent shortage of municipal finance employees. Delays in financial disclosure have detrimental 

effects on budget accuracy and credit ratings for municipalities.  

Budgetary imbalances. When considering municipal financing, the state of a municipal budget is highly 

influential. A variety of cities, despite credit ranking, report budget stress entering 2025. With larger budget 

deficits, governments generate higher levels of debt – raising concern of financial responsibility and ability 

to collect sufficient revenue to pay city bills, thus lower credit ratings and raising borrowing costs. Various 

trends in 2025 will affect stability of municipal budgets: 

• Expiring federal funds: ARPA offered municipalities financial assistance through the State and 

Local Fiscal Recovery Funds (SLFRF) -- providing $45.6 billion going to local governments. 

SLFRF was designed to provide flexibility for recipients to address specific community needs, 

allowing a wide variety of eligible uses for municipalities to spend funds. The influx of federal 

support from SLFRF is largely credited for increased reserves and general fund revenues as well 

as increased general fund expenditures in municipalities. However, the deadline for distributing 

SLFRF has passed, and recipients will have through 2026 to spend the remainder of the federal 

funds. Infrastructure and public safety emerge as key funding areas where municipalities anticipate 

highest need for alternative approaches to funding as funds phase out. 

• Pension payments: Local governments contribute to employee pension plans that are invested into 

the market and administered by the government. Pension spending increased in across the largest 

municipalities in the U.S. over the last decade and pension spending per employee is on the rise – 

https://www.ncei.noaa.gov/access/billions/
https://www.epa.gov/climate-indicators/weather-climate#:~:text=Scientific%20studies%20indicate%20that%20extreme%20weather%20events,in%20temperature%2C%20precipitation%2C%20storms%2C%20floods%2C%20and%20droughts.
https://science.nasa.gov/climate-change/extreme-weather/
https://science.nasa.gov/climate-change/extreme-weather/
https://www.ncei.noaa.gov/access/billions/summary-stats
https://www.fema.gov/pdf/rrr/dec_proc.pdf
https://www.fema.gov/pdf/rrr/dec_proc.pdf
https://www.urban.org/urban-wire/trump-administration-wants-shrink-federal-governments-role-disaster-management-do-states
https://fiscaldata.treasury.gov/americas-finance-guide/national-deficit/
https://fiscaldata.treasury.gov/americas-finance-guide/national-debt/
https://www.truthinaccounting.org/news/detail/financial-state-of-the-cities-2025
https://www.aicpa-cima.com/professional-insights/download/public-sector-cpa-resources-the-current-landscape-and-recommendations-for
https://www.truthinaccounting.org/news/detail/financial-state-of-the-cities-2025
https://www.breckinridge.com/insights/details/2025-municipal-market-outlook/#:~:text=Demand%20for%20munis%20is%20likely,and%20if)%20tax%20risk%20abates.
https://www.breckinridge.com/insights/details/2025-municipal-market-outlook/#:~:text=Demand%20for%20munis%20is%20likely,and%20if)%20tax%20risk%20abates.
https://home.treasury.gov/policy-issues/coronavirus/assistance-for-state-local-and-tribal-governments/state-and-local-fiscal-recovery-funds/allocations-and-payments
https://www.nlc.org/resource/city-fiscal-conditions-2023/
https://home.treasury.gov/system/files/136/SLFRF-Final-Rule-FAQ.pdf
https://www.nlc.org/resource/city-fiscal-conditions-2024/
https://www.nlc.org/resource/city-fiscal-conditions-2024/
https://media4.manhattan-institute.org/sites/default/files/big-city-pensions-and-the-urban-doom-loop.pdf
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with some local governments experiencing double or triple the expenditures on pension. Payment 

of pension benefits are often legally protected, mandating the payment of pension obligations to 

retirees. Underfunded pensions that must be paid out increase the municipality’s risk for defaulting 

on other outstanding debt obligations.  

• Return to office: As noted, local governments heavily rely on property taxes, both residential and 

commercial, as a source of revenue. While not fully back to pre-pandemic in-office policies across 

the country – larger municipalities have stabilized at 60% of pre-pandemic levels of in-office 

workforce while smaller areas have returned to full pre-pandemic levels. During the pandemic, the 

shift to remote work left many commercial buildings vacant. The combination of high interest rates 

and vacancies has led to declining property values of commercial office buildings in certain areas, 

resulting in lower assessed value to tax.  

• Housing markets: Year-over-year housing prices are rising. Rising home prices coupled with high 

interest rates means that affordable homes are out of reach for many Americans. To support housing 

affordability for communities, local governments often finance or subsidize efforts to increase the 

housing supply or offer other support for residents to afford places to live, further contributing to 

higher needs for municipal services and expenditures.  

Despite complex challenges facing local governments, municipalities have an increasingly wide menu 

of financial mechanisms to choose from when considering how to fund local priorities. As leaders are 

considering financing new or ongoing operations or projects, understanding the current economic 

environment and trends influencing municipal borrowing is paramount. Ensuring future municipal 

financial decisions are informed by the latest trends in municipal finance can help decision-makers 

weigh the available options that best align with local priorities, goals, and fiscal health. 
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https://www.forbes.com/advisor/mortgages/real-estate/housing-market-predictions/
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https://www.ey.com/en_us/insights/government-public-sector/address-the-housing-affordability-crisis
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Vacancy and Overtime Analysis 
COFA is required to produce an analysis of vacant position carried over from one fiscal year to the next, 

overtime costs of the previous year compared to appropriated funds for overtime, and any additional 

appliable analyses to understand the City of Chicago’s vacancy and overtime activities. FY 2025 marks 

the first edition of this analysis. The below analysis first explores carried over vacant positions from FY 

2024 to FY 2025, then explores departmental spending on overtime. 

Vacancy Carryover 

COFA identified a total of 2,419 vacant positions (see “Methodology” for a discussion of estimate 

limitations) that existed at the beginning of FY 2024 and remained vacant at the start of FY 2025. The 

comparison is based on vacancy data provided to COFA by the Office of Budget and Management (OBM) 

for both years. Table 13 provides a side-by-side view of total startup vacancies by Department in 2024 

and 2025. Table 14 refines the analysis by matching job code, job title, and section across both datasets to 

identify positions that were vacant in both years. For the purpose of this analysis, a position was classified 

as a carryover vacancy when it appeared in both datasets, and the FY 2025 vacancy count was less than or 

equal to the FY 2024 count. 

Several departments account for a large share of these carried-over vacancies. The Chicago Police 

Department (CPD) holds the highest number with 795 positions, followed by the Department of Aviation 

(272), the Department of Water Management (226), the Chicago Fire Department (173), and the 

Department of Public Health (134).  

 

 

 

 

 

 

 

 

 

 

 

 

 

https://codelibrary.amlegal.com/codes/chicago/latest/chicago_il/0-0-0-2599750#JD_2-53-050
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Department 

Jan. 2024 

Position 

Vacancies 

Jan. 2025 

Position 

Vacancies 

001-  OFFICE OF THE MAYOR 37 21 

003-  OFFICE OF INSPECTOR GENERAL 3 5 

005-  OFFICE OF BUDGET & MANAGEMENT 8 4 

006- DEPARTMENT OF TECHNOLOGY AND INNOVATION 138 69 

015-  CITY COUNCIL 60 22 

021-  DEPARTMENT OF HOUSING 24 26 

023-  DEPARTMENT OF CULTURAL AFFAIRS AND SPECIAL EVENTS 13 19 

025-  OFFICE OF CITY CLERK 9 9 

027-  DEPARTMENT OF FINANCE 113 76 

028-  CITY TREASURER'S OFFICE 4 8 

030-  DEPARTMENT OF ADMINISTRATIVE HEARING 2 6 

031-  DEPARTMENT OF LAW 57 35 

033-  DEPARTMENT OF HUMAN RESOURCES 39 18 

035-  DEPARTMENT OF PROCUREMENT SERVICES 50 37 

038-  DEPARTMENT OF FLEET AND FACILITY MANAGEMENT 176 143 

039-  BOARD OF ELECTION COMMISSIONERS 16 16 

041-  CHICAGO DEPARTMENT OF PUBLIC HEALTH 463 273 

045-  CHICAGO COMMISSION ON HUMAN RELATIONS 2 1 

048-  MAYORS OFFICE FOR PEOPLE WITH DISABILITIES 7 3 

050-  DEPARTMENT OF FAMILY AND SUPPORT SERVICES 78 56 

051-  OFFICE OF PUBLIC SAFETY ADMINISTRATION 95 81 

054-  DEPARTMENT OF PLANNING AND DEVELOPMENT 38 31 

057-  CHICAGO POLICE DEPARTMENT 1499 1126 

058-  OFFICE OF EMERGENCY MANAGEMENT AND COMMUNICATIONS 143 154 

059-  CHICAGO FIRE DEPARTMENT 302 219 

060-  CIVILIAN OFFICE OF POLICE ACCOUNTABILITY 19 21 

062-  COMMUNITY COMMISSION FOR PUBLIC SAFETY AND ACCOUNTABILITY 9 4 

067-  DEPARTMENT OF BUILDINGS 53 36 

070-  DEPARTMENT OF BUSINESS AFFAIRS AND CONSUMER PROTECTION 24 13 

072-  DEPARTMENT OF ENVIRONMENT 9 2 

073-  CHICAGO ANIMAL CARE AND CONTROL 13 7 

078-  BOARD OF ETHICS 0 2 

081-  DEPARTMENT OF STREETS AND SANITATION 169 158 

084-  CHICAGO DEPARTMENT OF TRANSPORTATION 223 202 

085-  CHICAGO DEPARTMENT OF AVIATION 476 379 

088-  DEPARTMENT OF WATER MANAGEMENT 384 344 

091-  CHICAGO PUBLIC LIBRARY 134 91 

Total Vacancies 4889 3717 

Table 13. Total vacant positions, by Department, January 2024 vs. January 2025 

 

Source: OBM Vacancy Report Data, provided directly to COFA; Jan. 2024 & Jan. 2025 

) 
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Department 

Vacant 

Position 

Carryover 

001-  OFFICE OF THE MAYOR 7 

003-  OFFICE OF INSPECTOR GENERAL 0 

005-  OFFICE OF BUDGET & MANAGEMENT 3 

006- DEPARTMENT OF TECHNOLOGY AND INNOVATION 60 

015-  CITY COUNCIL 18 

021-  DEPARTMENT OF HOUSING 4 

023-  DEPARTMENT OF CULTURAL AFFAIRS AND SPECIAL EVENTS 5 

025-  OFFICE OF CITY CLERK 1 

027-  DEPARTMENT OF FINANCE 41 

028-  CITY TREASURER'S OFFICE 3 

030-  DEPARTMENT OF ADMINISTRATIVE HEARING 0 

031-  DEPARTMENT OF LAW 21 

033-  DEPARTMENT OF HUMAN RESOURCES 9 

035-  DEPARTMENT OF PROCUREMENT SERVICES 29 

038-  DEPARTMENT OF FLEET AND FACILITY MANAGEMENT 79 

039-  BOARD OF ELECTION COMMISSIONERS 11 

041-  CHICAGO DEPARTMENT OF PUBLIC HEALTH 134 

045-  CHICAGO COMMISSION ON HUMAN RELATIONS 0 

048-  MAYORS OFFICE FOR PEOPLE WITH DISABILITIES 0 

050-  DEPARTMENT OF FAMILY AND SUPPORT SERVICES 27 

051-  OFFICE OF PUBLIC SAFETY ADMINISTRATION 55 

054-  DEPARTMENT OF PLANNING AND DEVELOPMENT 12 

057-  CHICAGO POLICE DEPARTMENT 795 

058-  OFFICE OF EMERGENCY MANAGEMENT AND COMMUNICATIONS 120 

059-  CHICAGO FIRE DEPARTMENT 173 

060-  CIVILIAN OFFICE OF POLICE ACCOUNTABILITY 6 

062-  COMMUNITY COMMISSION FOR PUBLIC SAFETY AND ACCOUNTABILITY 0 

067-  DEPARTMENT OF BUILDINGS 29 

070-  DEPARTMENT OF BUSINESS AFFAIRS AND CONSUMER PROTECTION 3 

072-  DEPARTMENT OF ENVIRONMENT 2 

073-  CHICAGO ANIMAL CARE AND CONTROL 1 

081-  DEPARTMENT OF STREETS AND SANITATION 101 

084-  CHICAGO DEPARTMENT OF TRANSPORTATION 107 

085-  CHICAGO DEPARTMENT OF AVIATION 272 

088-  DEPARTMENT OF WATER MANAGEMENT 226 

091-  CHICAGO PUBLIC LIBRARY 65 

Total Carryover 2419 

Source: OBM Vacancy Report Data, provided directly to COFA; Jan. 2024 & Jan. 2025; COFA analysis for total carryover 

 

Table 14. Number of vacant positions carried over FY 2024 – FY 2025, by Department (top five in red) 
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Figure 5. Top ten Departments with carryover positions, FY 2024 – FY 2025 

Source: OBM Vacancy Report Data, provided directly to COFA; Jan. 2024 & Jan. 2025; COFA analysis for total carryover 

Figure 6.  Top ten job titles with carryover positions, FY 2024 – FY 2025 

Source: OBM Vacancy Report Data, provided directly to COFA; Jan. 2024 & Jan. 2025; COFA analysis for total carryover 
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*Methodology and Disclaimer on Vacancy Estimates: COFA notes there are methodological gaps 

related to the structural data limitations in the City of Chicago’s Integrated Personnel and Payroll System 

(CHIPPS) data system. Notably, positions in CHIPPS are not identified with a unique identifier 

throughout the lifecycle of the open position. The lack of unique codes for each position limits the 

validity of any carryover analysis. While narrowing down title and job code carryovers provides a certain 

level of insight, various factors may impact COFA’s ability to definitively track vacancies across fiscal 

years. COFA reached out to the OBM to validate the vacancy estimate and OBM reiterates there is no 

definitive way to trace vacancies across fiscal years with full accuracy under the existing systems due to 

lack of assigned identifiers on individual positions. OBM does not track vacancy carryover year-to-year. 

Any estimate produced using the current data system would have limitations and could not be fully 

verified. COFA’s vacant position estimate reflected in the Tables and Figures above offer insight into 

vacancy trends but may not reflect the exact number of carried-over positions across the City. 

In addition, COFA conducted a separate estimation using a different technique. The alternate approach 

compared the CHIPPS HR Vacancy Status Report at the end of calendar year 2024 with the FY 2025 

startup vacancy data, resulting in an estimated 2,964 carryover positions. However, this figure carries 

additional limitations to the limitations described above. The CHIPPS HR Vacancy Status Report does not 

allow extraction of true point-in-time data; rather, it provides a dataset reflecting vacancies as of the date 

of download. Consequently, while this method offers another lens on vacancy trends, the resulting 

estimate should also be interpreted as approximate rather than definitive. 

Overtime Spending  

The City maintains data on Department overtime through its Financial Management and Purchasing 

Systems (FMPS) database, separate from personnel records stored on CHIPPS. To explore overtime 

spending, COFA analyzed Employee Payroll Data provided by OBM via Chicago’s Open Data Portal, 

extracted from FMPS Payroll Costing. The dataset provides point-in-time last updated July 10, 2025, 

though the most up-to-date pay periods in FY 2025 are available up to March 2025. The dataset contains 

data from prior years as well; for this analysis COFA analyzed FY 2025 overtime spending (January – 

March 2025) and full FY 2024 data. 

Departmental spending on overtime between January and March 2025 is depicted in Table 15, with 

spending levels of the top spending Departments marked in red. Not all City Departments have spent 

funds on overtime pay. Emerging figures for 2025 show similar trends to FY 2024 data below. Public 

safety constitutes the majority of overtime spending: the Police Department has already incurred over $45 

million in overtime, while the Fire Department is over $19 million. Operational departments such as Fleet 

and Facility Management and Water Management are also trending high. 

 

 

 

 

 

https://data.cityofchicago.org/Administration-Finance/Employee-Payroll-Data-FMPS-Payroll-Costing-/dawh-m56b/about_data
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Table 15. Overtime spending, by Department, Q1 FY 2025 

Department Overtime Spending  

D25 - City Clerk $740.01 

D27 - Department of Finance $51,503.04 

D38 - Department of Fleet and Facility Management $3,631,318.06 

D39 - Board of Election Commissioners $208.90 

D41 - Department of Public Health $28,929.08 

D51 - Office of Public Safety Administration $429,868.42 

D57 - Chicago Police Department $45,165,950.75 

D58 - Office of Emergency Management and Communications $2,466,626.71 

D59 - Chicago Fire Department $19,672,911.27 

D60 - Civilian Office of Police Accountability $7,137.09 

D67 - Department of Buildings $80,138.01 

D70 - Department of Business Affairs and Consumer Protection $1,402.72 

D73 - Chicago Animal Care and Control $60,321.57 

D81 - Department of Streets and Sanitation $7,531,671.12 

D84 - Chicago Department of Transportation $2,420,985.14 

D85 - Department of Aviation $8,050,177.51 

D88 - Department of Water Management $13,923,533.58 

D91 - Chicago Public Library $69,508.47 

Total Departmental Overtime Spending $103,592,931.45 

Source: FMPS Payroll Costing, City of Chicago Data Portal Employee Payroll Data; Jan. - March 2025 

A more complete picture of overtime spending in the City is available for the completed FY 2024. Table 

16 and Figures 7, 8, and 9 below focus on overtime spending in FY 2024. 

Comparing appropriated overtime budgets to actual spending for FY2024 reveals significant over-

spending in several major Departments. CPD recorded the largest variance: actual overtime of 

approximately $273.6 million exceeded its $105.8 million budget by $167.8 million. The Fire Department 

also exceeded its overtime budget by nearly $43 million, while the Department of Water Management 

overspent by over $20 million. Departments with operational responsibilities – such as Aviation ($12.9 

million over budget), Streets and Sanitation ($12.4 million over budget), Transportation ($9.6 million 

over budget), and Fleet and Facility Management ($9.2 million over budget) -- also show large gaps 

between budgeted and actual overtime spending in FY 2024. These patterns suggest that staffing 

shortages, service demands, or both are driving Departments to rely heavily on overtime, particularly 

where carryover vacancies are also high. 

Again, in FY 2024, not all departments overspent. Several remained under the appropriated overtime 

budgets, including the Department of Buildings, the Board of Election Commissioners, the City Clerk, 

and the Office of Inspector General. These under-budget outcomes highlight that overtime variance is 
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concentrated in specific service areas rather than citywide. Taken together with the first quarter of 2025 

overtime spending, data suggests a structural link between vacancies and overtime. Departments with 

high vacancies are often those exceeding overtime budgets. 

Table 16. Appropriated overtime spending vs. Actual overtime spending, by Department, FY 2024 

Source: FMPS Payroll Costing, City of Chicago Data Portal Employee Payroll Data; Jan.-Dec. 2024 

 

Department 
Appropriated 

Overtime  

Actual Overtime 

Spending 
$Variance 

D03 - Office of Inspector General $3,000.00 $0.00 -$3,000.00 

D25 - City Clerk $145,000.00 $43,096.57 -$101,903.43 

D27 - Department of Finance $311,500.00 $458,678.51 $147,178.51 

D30 - Department of Administrative Hearings $2,700.00 $165.89 -$2,534.11 

D31 - Department of Law $6,430.00 $913.51 -$5,516.49 

D38 - Department of Fleet and Facility 

Management 
$6,401,170.00 $15,625,786.68 $9,224,616.68 

Board of Election Commissioners $1,198,809.00 $875,134.53 -$323,674.47 

D41 - Department of Public Health $290,938.00 $351,259.15 $60,321.15 

D45- Chicago Commission on Human Relations $1,429.00 $0.00 -$1,429.00 

D51 - Office of Public Safety Administration $1,038,024.00 $1,867,910.05 $829,886.05 

D57 - Chicago Police Department $105,791,000.00 $273,586,645.87 $167,795,645.87 

D58 - Office of Emergency Management and 

Communications 
$6,150,000.00 $11,601,354.30 $5,451,354.30 

D59 - Chicago Fire Department $46,248,200.00 $89,162,441.39 $42,914,241.39 

D60 - Civilian Office of Police Accountability $75,000.00 $90,366.73 $15,366.73 

D62 - Community Commission for Public Safety 

and Accountability 
$5,000.00 $919.88 -$4,080.12 

D67 - Department of Buildings $1,720,958.00 $820,281.26 -$900,676.74 

D70 - Department of Business Affairs and 

Consumer Protection 
$20,893.00 $11,052.96 -$9,840.04 

D73 - Chicago Animal Care and Control $145,000.00 $422,894.47 $277,894.47 

D81 - Department of Streets and Sanitation $12,218,572.00 $24,624,745.60 $12,406,173.60 

D84 - Chicago Department of Transportation $6,666,907.00 $16,255,750.52 $9,588,843.52 

D85 - Department of Aviation $13,200,000.00 $26,064,504.55 $12,864,504.55 

D88 - Department of Water Management $26,653,974.00 $46,835,462.46 $20,181,488.46 

D91 - Chicago Public Library $400,000.00 $813,236.35  $413,236.35 

Total Departmental Overtime Spending   $509,512,601.23 
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Figure 7. Top five Departments, Appropriated overtime spending vs. Actual overtime spending, FY 2024 

 

Source: FMPS Payroll Costing, City of Chicago Data Portal Employee Payroll Data; Jan.-Dec. 2024 

The Chicago Police Department represents the vast majority of City overtime spending. Figure 8 

provides more detail into monthly overtime expenditures in FY 2024. 

Figure 8. Chicago Police Department, overtime spending, by month, FY 2024 

Source: FMPS Payroll Costing, City of Chicago Data Portal Employee Payroll Data; Jan.-Dec. 2024 
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Below, Figure 9 displays the top ten job titles that accounted for the largest overtime expenditures in FY 

2024. Aligned with Departmental overtime spending, Police Officer positions dominate the list, with 

overtime spending reaching approximately $166.9 million, far exceeding all other roles. Sergeant and Police 

Officer – Assigned as Detective follow, with $41.4 million and $33.4 million in overtime respectively. Fire 

Department positions also follow a similar trend, including Firefighter-EMT ($18.9 million), Lieutenant-

EMT ($12.2 million), and several paramedic and fire engineer roles. Among operational roles, Motor Truck 

Driver stands out with $7.8 million in overtime spending, reflecting the ongoing demand for essential city 

services. 

Figure 9. Top ten job titles, overtime over-spending, FY 2024 

Source: FMPS Payroll Costing, City of Chicago Data Portal Employee Payroll Data; Jan.-Dec. 2024 

The concentration of overtime costs and vacancy in public safety and operational roles demonstrates an 

interesting trend. Departments such as the Chicago Police Department and Chicago Fire Department carried 

significant unfilled positions into FY 2025, with 746 and 195 vacancies respectively, while operational 

positions like Motor Truck Driver also showed high carryover counts. These patterns indicate that 

departments may be relying on overtime to maintain service coverage, using funds from vacant positions 

to meet staffing needs. 

 

 


