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2008 
actual

2009 
actual

2010 
estimate 2011 2012 2013 2014

United States
Real Gross 
Domestic Product 0.0 -2.6 2.8 3.0 3.6 3.6 3.4
Personal income 4.0 -1.7 3.0 5.0 3.9 5.7 6.0
Total wages 2.1 -4.3 2.1 4.6 5.6 5.8 5.9
Employment -0.6 -4.3 -0.5 1.3 2.0 2.0 2.0
Unemployment rate 5.8 9.3 9.6 9.3 8.3 7.4 6.6

New York State
Personal income 2.2 -3.1 3.9 5.0 3.1 5.2 5.3
Total wages 2.1 -7.2 4.0 3.2 5.2 5.2 5.0
Employment 0.7 -3.1 -0.1 0.7 1.3 1.2 1.0
Unemployment rate 5.3 8.4 8.4 8.1 7.7 7.3 6.9

Forecast
Calendar years, annual percent changes

Source: Bureau of Economic Analysis, Bureau of Labor Statistics, and NYS Division of the Budget, 2011-2012 Executive 
Budget Economic and Revenue Outlook, p. 163.

With only moderate recovery in GDP forecast,  
unemployment in both New York and nationally likely 

will stay high over the next few years. 
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In the three years since the recession began, 
New York has lost fewer jobs than the nation overall
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New York’s recession job loss has been less than in the U.S. but 
unemployment increased rapidly and remains very high. 

 

• Unemployment averaged 811,000 in 2010, 90 percent greater than in 2007. Counting discouraged 
workers and the under-employed, over 1.3 million New Yorkers are directly affected by a lack of 
employment.  
 

• Unemployment has risen much more among blacks and Hispanics. The underemployment rate 
among blacks was 22 percent in the fourth quarter of 2010, and 19 percent for Hispanics. 
 

• The recession pushed New York’s poverty up from 14.2 percent in 2008 to 15.8 percent in 2009. 
A little over three million New Yorkers are below the federal poverty line. Over the last 30 years, 
there was only one other year when the poverty rate increased this fast. 

 

• The number of New Yorkers receiving food stamps has grown by over one million (+60 percent) 
since the recession began.   

 

• A record one million New Yorkers lost employer-provided health insurance in 2009, contributing 
to a projected 4-year 30 percent increase in Medicaid enrollment. Medicaid now covers 40 
percent of New York children. 

 

• As at the national level, after a mild recovery in the first half of 2010, job growth slowed in the 
second half of the year. The unemployment rate in the U.S. and in New York City and the rest of 
the state only declined in the second half of 2010 because people left the labor force.  
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While serious, New York’s budget problems are not among the 10 most severe in the 
country, and are less severe than the average state shortfall for FY 2012 
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III. Setting the record straight 
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Why do many public officials and some advocacy groups accentuate the 
negative about New York and its tax, spending and economic features?  
 

• Are they doing that to argue for policies they prefer? 
  

• These are some of the claims routinely made about New York: 
 
o Our tax burden is holding back economic recovery and growth. 

 
o New York State has the worst business tax climate among all states. 

 
o Upstate is mired in stagnation. 

 
o People are leaving New York in droves (mainly because of taxes). 

 
o Public employee pay and benefits are busting the budget. 

 
o State spending consistently grows faster than state revenue 
 

• These claims need be examined, and the record needs to be set straight. 
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State Percentage 
change Rank State Percentage 

change Rank State Percentag
e change Rank

United States* 9.7% - United States* 7.6% - United States* 39.9% -

Nevada 35.1% 1 Nevada 26.1% 1 Wyoming 77.2% 1
Arizona 24.6% 2 Wyoming 23.2% 2 North Dakota 73.3% 2
Utah 23.8% 3 Utah 21.3% 3 Louisiana 67.1% 3
Idaho 21.1% 4 Texas 19.5% 4 Montana 57.8% 4
Texas 20.6% 5 Arizona 19.0% 5 Oklahoma 57.5% 5
North Carolina 18.5% 6 Alaska 17.6% 6 New Mexico 54.8% 6
Georgia 18.3% 7 Idaho 17.3% 7 South Dakota 54.0% 7
Florida 17.6% 8 Montana 15.1% 8 Hawaii 53.2% 8
Colorado 16.9% 9 Florida 14.6% 9 West Virginia 52.3% 9
South Carolina 15.3% 10 Hawaii 14.2% 10 Alaska 51.4% 10
New York 2.1% 46 New York 8.4% 22 New York 42.4% 24

*All entries for the United States include population, employment, and personal income data for the District of Columbia.
Source: Census Bureau; Bureau of Economic Analysis.

Total Resident Population by 
State, 2000-2010

Total Employment by State,
 1999-2009

Per Capita Personal Income by 
State, 1999-2009

While New York’s population is growing slowly, the state has done reasonably well in job growth 
and per-capita income growth.
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“Upstate is mired in stagnation.” 
 

• “In real GDP, from 2001-2006, upstate New York grew about 1.7 percent per year while the 
average in the nation was 2.7%.”  This comparison is dated and does not tell the whole story. 
 

• During this same time period, productivity for workers in eight out of all eleven upstate metro 
areas was growing the same or faster than for the U.S. overall – at or above 5.2 percent per year 
(in nominal, not real terms). And the per capita income growth from 2005 to 2009 in ten of these 
areas was one and a half times such growth in U.S. metropolitan areas overall – 15 to 21 percent, 
compared to 10 percent for the country, placing these areas in the top 100, or even 50, of 366 
metropolitan areas. 
 

• In fact, President of the New York Federal Reserve Bank, William Dudley, visited upstate New 
York in October 2010 and stated that the ‘Upstate New York economy has weathered the Great 
Recession relatively well.”  

o Upstate homeowners have held less debt and fewer risky loans resulting in decreased 
loan delinquency and foreclosure activity than elsewhere. 

o Buffalo’s employment, as elsewhere in upstate New York, has not been based on growth 
in the housing construction sector like in California and Florida; therefore, comparatively 
fewer jobs were lost upstate as this sector collapsed. 

 

• Higher education in upstate New York has contributed to growth in the health care and 
information technology sectors as it partners in research and development with business and 
other sources of investment.  
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2005 2007 2009
2005 to

2007
2007 to

2009

2005 
to

2009

United States metropolitan portion $37,082 $41,260 $40,757 11.3% -1.2% 9.9%

Binghamton MSA $28,262 $32,870 $34,116 16.3% 3.8% 20.7% 14
Ithaca MSA $28,272 $32,374 $33,632 14.5% 3.9% 19.0% 27
Kingston MSA $30,677 $35,738 $36,481 16.5% 2.1% 18.9% 28
Utica-Rome MSA $27,972 $31,614 $33,069 13.0% 4.6% 18.2% 32
Buffalo-Niagara Falls MSA $31,801 $36,216 $37,511 13.9% 3.6% 18.0% 36
Elmira MSA $27,952 $31,656 $32,814 13.3% 3.7% 17.4% 44
Syracuse MSA $31,474 $35,797 $36,784 13.7% 2.8% 16.9% 50
Albany-Schenectady-Troy MSA $36,239 $40,941 $42,318 13.0% 3.4% 16.8% 52
Rochester MSA $34,114 $38,635 $39,192 13.3% 1.4% 14.9% 92
Glens Falls MSA $28,740 $31,833 $32,994 10.8% 3.6% 14.8% 98
Poughkeepsie-Newburgh-Middletown MSA $34,396 $39,109 $39,282 13.7% 0.4% 14.2% 111
NY-No. NJ -Long Island, NY-NJ-PA MSA $45,952 $53,864 $52,375 17.2% -2.8% 14.0% 116
Note: All income figures are in current dollars.
Source: Bureau of Economic Analysis, Regional Income Division. 

Per capita personal income Per capita income 
growth rate

During the last two years of the expansion (2005-2007), and during the first two years of 
the Great Recession (2007-2009), most metro areas in New York State had faster per 
capita personal income growth than the metropolitan average for the nation.

Rank 
among 366 

MSAs, 
2005-2009 

growth 
rate

Metropolitan Statistical Area (MSA)
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“People are leaving New York in droves (mainly because of taxes).” 
 
• The claim is often made that taxes are driving people and businesses from New York, yet absolutely 

no evidence is ever provided to back this up. There are no studies that provide an empirically-based 
analytical link between the migration behavior of New Yorkers and state and local taxes. A study 
claiming to show a lot of out-migration and an assertion that says it must be because of taxes is not 
evidence of a causal relationship. 

• After a surcharge was placed on New York’s top personal income tax in 2002 to address revenue 
shortfalls brought about by the early-2000s recession, the number of filers in the top bracket 
increased by nearly 80 percent between 2003 and 2008, the peak of the business cycle. This was 
exactly the opposite of claims made by Governor Pataki that the policy would drive people from the 
state. 

• A Princeton University study found that the impact of New Jersey’s 2004 increase on family 
incomes greater than $500,000 was cost-effective for the state, raising revenue by over $1 billion in 
2006 while costing at most about $38 million in tax revenues that would have been paid by people 
who left the state or might have been deterred from coming. Thus, the state recorded a net gain of 
more than $962 million.  

• A recent Wall Street Journal editorial claimed that a 2009 Oregon income tax increase (approved by 
the voters in a statewide referendum) on the state’s richest two percent had driven up to 10,000 
people to leave the state by the following year. The reality is that the number of top income filers 
was 10,000 lower than that originally projected by the Oregon Legislative Revenue Office, while the 

27



number of people filing in lower brackets increased, presumably the result of lower incomes brought 
about by the recession. The Wall Street Journal failed to substantiate its claim of a high-income 
exodus from Oregon with any actual evidence.  

• Between 2000 and 2010, New York’s population grew by a modest 2.1 percent, ranking it among the 
states with the slowest population growth over the decade. All of the fast-growing states are in the 
South or West, continuing a decades-long trend. Some argue that New York’s low population 
growth is because we have a very high out-migration rate. 

• Yet, the vast majority of the state’s domestic out-migration comes from New York City, which also 
has a lot of international in-migration not reflected in the net “domestic out-migration” figure. 
Moreover, no one disputes that New York City has the most dynamic economy among the state’s 
various regions. The city’s population flows are also dynamic: 

o NYC is a national and international magnet for people in many fields. They come to the city to 
pursue education and establish themselves professionally. Some stay permanently, while others 
eventually leave, most likely for a variety of family and career reasons.  

o The same is true for immigrants who are drawn by the opportunities the city affords and its 
cultural diversity. Some stay and raise families and build businesses, while others, having 
gained a foothold in America, eventually move on to other areas. 

• The reality is that our net population level is growing slowly overall, but what’s important is that 
New York has a growing economy, and high productivity. High out-migration in the downstate area 
needs to be considered along with high international in-migration and the fact that New York City is 
a magnet for opportunity-seeking high achievers.    
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• “We have a new privileged class in America. We used to think of government workers as underpaid 
public servants. Now they are better paid than the people who pay their salaries.”
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      New York City pension funds

      Total, 5 New York City Funds $110.9 $101.9 $79.5 -28%

      New York State pension funds

      Total, 2 New York State pension funds $261.5 $251.6 $183.4 -$78.1 -30%
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“State spending consistently grows faster than state revenue.” 

 
• The real measure for determining when the state spends more (and when it spends less) 

than it takes in is the change in the state’s fund balance between the beginning of a fiscal 
year and the end of that fiscal year.  New York’s fund balance consists of both restricted 
reserves (like its two rainy day funds) and unrestricted reserves that are rolled over from 
one year to the next. 

 
• Because of the fiscal challenges that New York and virtually all of the other states are 

currently facing, it may be hard to remember that the state’s budget situation is not 
always so glum.  But the reality of the situation is that in some years the state’s financial 
situation has been so good that there have been big debates about whether or not to cut 
taxes and by how much. 

 
• In fact, during nine of the last 14 fiscal years, New York State actually increased its fund 

balance between the beginning and end of its fiscal years. 
 

• And this happened during a period when New York was enacting a series of large, multi-
year back-loaded tax cut packages. 
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In years when New York takes in more than it spends, its fund 
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What’s driving New York’s budget gaps? 
 New York State has faced significant and recurring budget gaps since the summer of 

2008. These gaps are overwhelmingly attributable to the Great Recession which has had a 
very negative impact on the finances of state governments throughout the country. 
 

 The Great Recession has affected both the revenue and the expenditure sides of state 
budgets, driving up the cost of safety net programs as people lost jobs and driving down 
revenues. New York has not been immune from this double whammy. For example: 

o If it were not for the temporary increases in New York State’s top tax rates that were 
enacted in 2009, Personal Income Tax revenues would have fallen by $8.4 billion 
between 2007 and 2009, a 24% decline in revenue in just two years. 

o On the expenditure side of the budget, Medicaid costs have increased as large 
numbers of New Yorkers lost their jobs and/or their health insurance. The result is 
that Medicaid enrollment in New York State has increased by 18% over the last 
three years. 
 

 Ironically, the budget gaps forecast by the Division of the Budget (DOB) for the next two 
state fiscal years (2011-12 and 2012-13) are attributable in an immediate sense to the 
scheduled expiration of two actions that helped New York make it through the depths of 
the recession. These actions were (1) the provision by the federal government of an 
enhanced level of aid to the states; and (2) an increase in the state’s personal income tax 
rates for married couples with taxable incomes above $300,000, and individuals with 
taxable incomes above $200,000. 
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Without the top rates enacted in 2009, personal income tax 
revenue would have fallen by 24% in just two years 

because of the Great Recession.
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The federal American Recovery and Reinvestment Act (ARRA) 
helped the states through the budget challenges of the last two 

years but its state fiscal relief provisions are now expiring. 
 

• About $135 billion or 17% of the funding provided by the ARRA, as signed into law by 
President Obama on February 17, 2009, was dedicated to “state fiscal relief.”  

 
• Most of this aid was in the form of a temporary increase in the federal share of state and 

local Medicaid costs for the period from October 1, 2008, and December 31, 2010. In 
August 2010, Congress and the President acted to extend this relief until June 30, 2011. 

 
• The second largest component of the ARRA’s state fiscal relief was provided through a 

new State Fiscal Stabilization Fund which was dedicated primarily to helping states fund 
their education programs during this period of greatly reduced state revenues.  In August 
2010, Congress and the President provided an additional year of aid through an Education 
Jobs Fund that was similar in operation to the State Fiscal Stabilization Fund. 

 
• The Division of the Budget has estimated that the expiration of this extraordinary level of 

federal funding will result in approximately $5.4 billion in costs reverting to New York 
State’s General Fund, during the 2011-12 state fiscal year.  
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Elementary and secondary education faces unprecedented challenges.  
 

• Under the proposed Executive Budget, public schools would face the third year in a row 
of an austerity budget approach to state aid.   

o In 2009-10, with the benefit of extraordinary federal aid, “foundation aid” (the 
targeted aid program established as part of a statewide solution to the court decisions 
in the Campaign for Fiscal Equity lawsuit) was frozen at its 2008-09 level and 
expensed-based aids like transportation aid were funded at their 2009-10 formula 
levels.  But foundation aid represents about 80% of school aid on average statewide 
but much more for the state’s neediest school districts. 

o In 2010-11, foundation aid was again frozen at its 2008-09 level, but this time there 
was not enough federal aid to make up for all of the state’s  $2.1 billion gap 
Elimination adjustment.  The net cut ended up at about $800 million 

o This year the Governor is proposing to continue to freeze foundation aid at its 2008-
09 level and to apply a cut (called a Gap Elimination Assessment) of  $2.8 billion 
with foundation aid, on average, getting about 80% of that cut. 

 
• But at the same time that the Governor’s Executive Budget is proposing a cut of this 

magnitude in the 2008-09 level of funding, the Governor is also proposing a 2% cap on 
the rate at which school property tax levies could be increased each year.  This 
combination of a deep cut in state aid and a limit on property taxes is a recipe for 
economic and educational disaster. 
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At a time of increasing enrollments, the Executive Budget proposes 
further cuts for SUNY and CUNY 

 

 In the Executive Budget, the governor proposes: 
 

o To reduce direct state aid to CUNY and SUNY by 10 percent compared to 2010-11 spending. 
That translates into cuts of $213 million for 4-years colleges and $47 million for 2-year 
colleges. 
 

o To reduce expenditures for the Tuition Assistance Program (TAP) by continuing limitations on 
TAP eligibility that were scheduled to expire during 2011-12.  Overall, expenditures for the 
Higher Education Service Corporation, which administers TAP, would be allowed to increase 
by only half of what is projected as needed. This entails a $44 million reduction from the 
Division of the Budget’s projected “current services” baseline for this program. 

 
 Since the recession began three years ago, public higher education enrollments have increased. 

SUNY enrollment is up by about 10 percent while CUNY enrollment has climbed by 14 percent 
since 2007. But funding for the system has not kept pace. 
 

 The Governor’s proposed reductions come on top of reductions in aid per student (FTE) over the 
past three years that total 10 percent at 4-year colleges and 13 percent at 2-year colleges. (These cuts 
are measured on a total state support basis, including direct state aid, fringe benefits, and TAP.) 
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W&N NY Metropolitan Areas

W & N NY Non-metropolitan Areas
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While reported unemployment rates fell in 2010, 
unemployment rates would be higher by about a half percent if 

the labor force had not declined since April 2010.

New York City

United States

Balance of State

67



 

   

4.6% 4.8%
4.5%

8.2%

9.3%

7.1%

0%

1%

2%

3%

4%

5%

6%

7%

8%

9%

10%

ALL Males Females

Source: FPI analysis of Current Population Survey data, adjusted to Local Area Unemployment Statistics from New York State 
Department of Labor.

4Q 2007 4Q 2010

New York’s unemployment rate is still much higher than when the 
recession began; unemployment is higher for men than for women.
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Unemployment is highest among younger workers in New York.
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The top 1% share in NYC and NYS has risen rapidly 
since the mid-1990s.
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When adjusted for inflation, bi-weekly state payroll disbursements 
have not changed much over the past two decades.
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