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Fiscal Policy Institute, New Yorkers for Fiscal Fairness and Economist Robert Frank Applaud 
Klein’s Efforts to Restore Progressivity to the Income Tax But Question Use of Tax Cuts to 

Provide Economic Stimulus 

(Albany, N.Y.) New Yorkers for Fiscal Fairness and the Fiscal Policy Institute praise Senator Jeffery 
Klein’s efforts to reform New York’s current inequitable tax system.  Senator Klein has wisely chosen to 
increase rates at the top of the income spectrum and to attempt to provide relief for moderate income tax 
payers. However, we feel that the Senator’s bill simply does not raise enough revenue to offset a 
meaningful amount of the onerous budget cuts proposed by the Governor. Unfortunately, the middle 
income tax relief in this bill will not provide stimulus if spending cuts, are in effect, paying for those tax 
cuts. 

When it comes to balancing their budgets during a recession, states face only bad choices – either cutting 
spending or raising taxes. Neither is good for the economy.  Yet Columbia University economist Joseph 
Stiglitz , winner of the 2001 Nobel Prize for economics, and President Obama’s Director of the Office of 
Management and Budget Dr. Peter Orszag (not to mention over 100 economists from throughout NYS-  
http://www.fiscalpolicy.org/FPI_Release_EconomistsOnFiscalPolicy_December2008.pdf ) have 
suggested that the best way to deal with the budget gap and minimize harm to the local economy is to tax 
some high portion of wealth and use it to avert cuts in state funded services or aid to the poor.  The 
reason they say, is that every dollar of state and local spending enters the economy right away, 
generating a greater economic impact. The impact is especially large when the money goes to aid for the 
poor or to pay for the salaries of teachers, policemen, firefighters, state workers, doctors, and nurses that 
provide vital services in our communities and spend their salaries locally.  

We further believe that if the Senator’s goal is to provide middle class tax relief, that a property tax circuit 
breaker that includes renters would be a better approach than a proposal to increase the standard 
deduction. A targeted circuit breaker would provide relief to those that need it the most.  

Besides it being better to use the revenue from an increase in the progressivity of the income tax to  
provide a circuit breaker credit, it would also be better to use that revenue to avoid increases in  
regressive consumption taxes which dramatically impact low-income New Yorkers. 
 
While an increase in the standard deduction can offset the impact of an increase in consumption taxes for 
many middle income taxpayers, it cannot do that for taxpayers who have little or no income tax liability but 
for whom consumption taxes represent a relatively high percentage of their income. 
 
In other words, it would be better to use the revenue raised by the Klein bill's increased progressivity at 
the top end to (a) avoid cuts in services or having to repeal the clothing exemption on the sales tax and to 
avoid having to enact some of the new consumption taxes (like the soda tax) proposed by the Governor 
and (b) to pay for the implementation of a meaningful circuit breaker (that includes renters as proposed in 
the Omnibus Tax Relief and Reform Act- www.omnibustaxsolution.org). 
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