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Honorable Mayor and Members of the City Council:

Thank you for considering these comments from MEA related to the City’s structural budget deficit
and the need for immediate action.

We respectfully reiterate our previous communications imploring the Mayor and Council to — simply
put —raise revenue and reduce expenditures. Immediately.

Today is January 7, and more than six weeks have passed since the painfully narrow failure of
Measure B was apparent. Right-sizing the City’s budget based on this reality is not going to be easy,
and time is of the essence. Yes an opaque “hiring freeze” was implemented in December — though
with no corresponding service cuts to account for having fewer employees. But a number of other
urgent and tough decisions need to be made (and implemented) on both the revenue and expenditure
side of City finances as soon as possible.

Tackling these issues now will help prevent the need for even tougher choices in the future. On the
revenue side, there is plenty of “low-hanging fruit” that must be implemented immediately and first.
At the same time, service reductions also need to be considered and implemented. MEA finds itself
in the odd position of advocating for service cuts as well, because if we don’t get going now it is only
going to get tougher and more impactful down the road both on City employees and the citizens we
serve.

Attached for your reference are the slide decks from the presentations MEA made at the Budget
Committee on December 11. Some of the high points of those recommendations include:

o Start Now: If the City acts now, with half of FY25 still in front of us, it will make the required
cuts in FY26 less severe and allow for a longer path to structural balance.

® |Immediately Implement New Revenue Options: Two years ago the IBA laid out a
comprehensive analysis of revenue opportunities (IBA Report 22-31), some of which can be
implemented immediately and administratively, including adjusting existing parking meter
rates to match the market...why has this not already been done?

® Freeze and Cut External Contracts: Contracts that don’t address the safety and security
of employees and citizens should be cut along with the services associated with those
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Voters Have Spoken

Voters in San Diego – by a razor thin majority – have said they want the City to continue to operate with the lowest sales tax rate in the County of San Diego and one of the lowest in the State of California.

City services need to be right-sized given the resources we have and the number of employees we can afford.







Start Now

The required budget cuts are significant, but if the City acts now – with more than half of FY2025 still in front of us – it will make the required cuts in FY2026 less dramatic and provide a longer path to structural balance.

The City Council, IBA, and especially this Committee, should play a significant role in this process – additional meetings should be docketed asap so that Council engagement and direction can be provided.





Services – Not Just Hiring –  Need to be Cut

Given the budget situation, some form of a thoughtful hiring freeze makes sense.  But the City must also reduce the services those employees deliver.

Vacancies in MEA and Local 127 positions are still high and employees remain stretched too thin – freezing hiring and cutting positions without also cutting services is a recipe for another downward spiral.

MEA vacancy rates in key general fund departments: Library 13%; Parks & Recreation 25%; Police 14%; Fire-Rescue 14%; Treasurer 18%; Facilities 24%





Stop Digging

The City has been adding new services, programming, departments, and facilities at a rapid pace, and more is planned in the coming years.  

But the City already lacks the resources and employees to properly deliver on existing service level promises, and with the hiring freeze that is going to get worse.

New spending outlined in the 5-year budget outlook is a counterproductive and dubious beginning to “right-sizing” City services.





Cut External Contracts

FY2025 general fund external contracts budget is $258 million.

Immediately freeze or cut contracts that don’t deal with safety and security of employees and citizens.

Instead of asking MEA to support additional external contracts to support operations that lack City employee capacity, the City needs to cut the service associated with those contracts.





Freeze/Cut Vacant Program Manager and Coordinator Positions

Please refer to earlier presentation.

This is substantial, low hanging budget fruit given the outrageous recent growth in these positions.





Pursue Other Revenues

Adjust all existing cost recovery/fee revenue structures to reflect actual City costs/market rates.

Look at any new cost recovery/fee revenue that could be created.

Prioritize getting full cost recovery refuse fee implemented as soon as possible.







Lessons From 2010 Cuts

Do no budget harm.

Be thoughtful about what positions are frozen.

Be equitable.

Act with urgency, on both service cuts and new revenues.





Thank You

The City Council, IBA, and especially this Committee, should play a significant role in this process – additional meetings should be docketed asap so that Council engagement and direction can be provided.














Program Managers and Program Coordinators

The City has at least 393 Program Manager and Program Coordinator positions Citywide

In FY15 there were 70

The additional 323 PM/PC positions since FY15 equates to a growth of 461%

Over the same period, the rest of the City’s workforce has grown by about 20%





Doubling Every Few Years

PM/PC growth is accelerating at an accelerating pace:

From FY15 to FY18, PMs and PCs doubled from 70 to 140

By early FY 23, PMs and PCs doubled again to 280

And just since early FY23, the City has added another 100+ PM/PC positions





General Fund Department Examples

City Planning – 5 of 9 in the last 2 FY 

Communications – 5 of 11 in last 3 FY

Compliance – 5 of 10 in last 3 FY

Environmental Services – 5 of 8 in last 3 FY

Human Resources – 20 of 40 in last 2 FY

Parks & Recreation – all 4 on general fund side in last 2 FY

Police Department – 4 of 10 in last 3 FY

Sustainability & Mobility – 6 of 13 in last 3 FY

Transportation – 3 of 6 in last 2 FY

Homeless Strategies & Solutions – 6 of 7 in last 4 FY







Office of the Chief Operating Officer

Personnel budget of the Office of the COO has grown more than 60% in three years from $3.6m (14 positions) in FY22 to $5.8m (23 positions) in FY25

5 of 6 PM/PC positions created in last two fiscal years

2 RIFs of classified employees in FY25 to accommodate new PM/PC positions









Each PM/PC Position Costs About $250,000

The 323 PM/PCs added since FY15 amount to nearly $80m in new structural personnel costs, plus whatever non-personnel costs go along with those employees.

The 113 added in just the last two fiscal years amount to almost $30m in new structural personnel costs

The vast majority of these adds over the years have come supplementally: For example, 41 of 45 adds during FY24 were supplemental – almost 2/3 of those in general fund







Freeze and Cut Vacant PM/PC Positions

Sixty PM/PC positions were vacant in August

Potential cost savings with freezing and eliminating vacant PM/PC positions could be $15m – about ½ of which is general fund

Non-general fund PM/PC positions should also be frozen so that filled general fund PM/PC positions could be analyzed for transfer to non-general fund to save more general fund $

This analysis doesn’t include a significant number of newly created Director, Assistant Director, Deputy Director, and Assistant Deputy Director positions added in the last several years – the same analysis and ”freeze and cut vacancies” approach should be taken with these positions





Conclusion

Do whatever you want with this position today.

The more important issue for this Committee and the Council is the broader PM/PC situation – send a strong message to the Mayor and COO to IMMEDIATELY         1) stop the madness –  don’t add any more PM/PC positions, 2) freeze and cut any vacant PM/PC positions, 3) freeze and cut any PM/PC positions that become vacant in the next 18 months, and 4) transfer employees from filled general fund PM/PC positions to vacant non-general fund PM/PC positions, and then freeze and cut the general fund position left behind.














contracts. This year there are more than $250 million in general fund external contract
expenditures, and MEA continues to this day to get requests from the City for additional
contracts with new vendors. At a minimum, this activity should be frozen (just like filling
vacancies of critical positions has already been frozen), and MEA further suggests that the
Council work with the IBA and DOF to identify opportunities to cut existing contracts.

® Freeze and Cut Vacant Program Managers and Program Coordinators: Please refer to
the attached slide deck dedicated just to this topic. These classifications have grown at an
absurd rate of more than 20 times that of the City’s overall workforce in the last 10 years. They
come with an outsized cost and questionable benefit to actual City services. Freezing and
cutting vacant PM/PC positions could net savings in excess of $10 million for the general fund
over the next 18 months.

® Services — Not Just Hiring — Need to be Cut: Either the City’s “hiring freeze” needs to be
lifted or the services delivered by those employees also need to be cutimmediately. Doing
one without the other is unsustainable and unfair to both employees and the public we serve.

® Stop Digging: The City already lacks the resources and employees to properly deliver on
existing service level expectations and — even if the City acts quickly on new revenue options —
that is only going to get worse with the hiring freeze and needed service reductions. New
spending proposals in the 5-year budget outlook send the message to the public that
everything is okay. Everything is not okay.

At various times over the last 15 years MEA has demonstrated that some budget “deficits” were
more a function of underestimating the City’s major revenues than anything else. We offer no such
good news for the current situation. While the precise size of the structural deficit for FY26 can be
debated, there is no doubt that it is very significant.

Even if the Mayor and Council act (as you should) to implement full cost recovery for refuse pickup
and implement other revenue generation measures as soon as possible, the City’s structural hole will
still likely exceed $100,000,000. And that is with economic conditions and major tax revenues
remaining generally positive. If those conditions deteriorate, this situation will only get worse, which
further underscores the need to act with urgency sooner rather than later.

Thank you for your service and for your consideration of these ideas during these challenging budget
times. MEA stands ready to further engage and support this process in whatever way we can. Please

don’t hesitate to reach out to me or Corinne Wilson on any budget issue moving forward.

--Mike
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