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In addressing the deficit, the Governor proposed an ar-
ray of painful cuts. Some of his proposals include:

ff an across-the-board cut of $500 million from all 
agency budgets;

ff a school aid reduction of $1.1 billion;
ff a cut to State healthcare funding of $1 billion;
ff a $79 million cut to the Environmental Protec-

tion Fund, with a moratorium on land acquisition 
through the fund;

ff a $33 million cut to TAP awards for college stu-
dents and a $56 million cut to community college 
aid; and

ff $69 million in cuts to programs for the homeless 
and supportive housing funded through Temporary 
Aid for Needy Families (TANF).

There is no doubt that if these cuts are implemented 
they will cause significant harm to critically important 
programs throughout the State. And there is also no 
doubt that either these cuts or others identified by the 
Legislature must be made in order to address the seri-
ous financial crisis we are in, particularly because the 
gap has grown since the Governor first announced his 
budget.
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The Governor’s budget also includes a number of pro-
posed cuts and tax changes which would be particu-
larly damaging to New York City, including:

ff complete elimination of Aid and Incentives to Mu-
nicipalities (AIM) funding for New York City. This 
is extremely unfair to the City: 100% of the City’s 
aid is cut (some $301.7 million) while the rest of 
the State is facing only a 2-5% cut in its aid (a total 
of $18.5 million);

ff limiting the NYC Personal Income Tax STAR Ben-
efit. This is a backdoor tax increase which will cost 
New York City residents an estimated $200 million 
in new taxes; STAR has always disproportionately 
benefited home-owners outside of New York City, 
and that fact will only be exacerbated by limit-
ing the NYC Personal Income Tax STAR Benefit, 
which was designed to compensate for some of the 
inequalities in the STAR program;

ff social service cuts which are likely to impact New 
York City disproportionately, as well as the most 
vulnerable New Yorkers throughout the State; the 
budget proposes the elimination of a number of 
Temporary Assistance for Needy Families (TANF) 
funded programs, such as Supportive Housing 
for Families, Summer Youth Employment, Flexible 
Fund for Family Services, Child Care Subsidies, 
and reduction in various homeless, refugee and 
employment programs, such as the Homeless 
Intervention Program, Citizenship Program, NYS 
Refugee Resettlement Assistance Program and 
HIV Welfare-to-Work Program; and

ff adjusting the MTA payroll tax that was instituted 
last year to reduce the tax in the suburbs while 
increasing it in New York City. The Governor 
proposes increasing the tax rate for New York 
City businesses to 0.54 percent of payroll while 
reducing the rate for businesses outside of New 
York City in the Metropolitan Commuter Transpor-
tation District (MCTD) to 0.17 percent. The rate 
is currently the same for everyone at .34 percent 
of payroll. Under the new proposal, New York City 
businesses would now contribute 88 percent of all 
mobility tax revenues, up from 70 percent.

The Legislature’s Role in the Budget
Beginning in late January and continuing through early February, the Legis-
lature held a series of hearings to allow agency Commissioners to explain the 
executive budget proposal, and to hear from advocates, service providers, and 
other members of the public about the budget. These hearings are fascinating (if 
draining) events, which offer us vast amounts of information to be absorbed and 
synthesized. They also highlight the severe impacts of many of the cuts, which in 
some ways just makes our decisions harder, especially because the hearings tend 
to offer a lot more testimony about what programs should have funding restored 
and much less on alternatives which will either reduce spending or raise revenue 
to pay for those restorations. If you would like to see the full testimony submit-
ted, it is available at: http://www.nysenate.gov/initiative/budget2010.

Where Does the Money Go?

Getting to a final Budget
The other reality of Albany is the difficulty of reaching agreement on what 
actions to take, even on bills which are much less controversial than the budget 
decisions we face. Given the closely divided Senate, it is clear that to address a 
crisis of this magnitude, members of both the Majority and Minority Confer-
ences will have to work together to accomplish our goals. It seems a consensus 
has emerged among leadership in both conferences that tax increases should be 
avoided, but there is much less of a consensus over what the cuts should be, and 
we will have to figure that out if we are to balance the budget without increas-
ing taxes. I hope that we will all recognize that the stakes are too high to not 
work together, and I have been delivering this message both to members of my 
own Conference and to members of the Minority.
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One thing is clear from this chart–unless there is a significant increase in 
revenues, there will have to be cuts to healthcare and education, which make 
up approximately 56% of the budget. Decisions about cutting these areas are 
also complicated by fiscal and legal concerns. For instance, a significant ma-
jority of health spending is Medicaid spending, which means that for every 
dollar of State Medicaid spending we cut, we lose another $1.60 in Federal 
funds, exacerbating the impact of cuts. Cutting school aid can have serious 
consequences for the quality of education in the State and also potentially 
violates court decisions requiring additional funding for New York City 
Schools. In other districts, education cuts also have the potential to cause 
localities to increase property taxes to make up for the loss in State funding.

I joined my colleagues 
from both houses in 
nine days of hearings 
on the Governor’s 
Budget Proposal. Here 
I listen to testimony at 
the February 1st hear-
ing on taxes.

SEPTEMBER OCTOBER NOVEMBER DECEMBER JANUARY FEBRUARY MARCH APRIL

2009 2010

November 5 2009
Quick-start revenue 

projections by Legis-
lature and Governor

November 15 2009
Quick-Start Consen-
sus Revenue Forecast

Fall 2009
Agency budget 
presentations



Other Local Assistance 7.15%

The Top 5 Things You Don’t Want to Know (but Need to Know) 
about the State Budget Process and What we Can Do Better 

Sometimes the Senate and Assembly 
vote separately on the budget without 
first agreeing on the total revenue.

Only within the last few years have we established a process for 
agreeing on projected revenues, but we still have a system where 
the Senate, Assembly and the Governor all have their own esti-
mates of annual revenues. The lack of a binding estimate of rev-
enues until very close to the budget deadline continues to produce 
problems that reverberate later in the fiscal planning process. And 
many years we vote on the spending bills before we agree to the 
revenue bill. Does that make any sense?
We can do better. We can make changes to create a revenue con-
sensus with teeth.

ff Create a legislative or independent budget office to generate 
more accurate and less politicized revenue forecasts. I spon-
sor legislation (S.4526) which would create a non-partisan 
Legislative Budget Office.

ff Establish a procedure to create a binding revenue forecast 
either through an arbitration process or by increasing the 
authority of the State Comptroller.

ff Require that the Revenue Bill be passed before we pass any 
spending bills so we know the bottom line is a balanced budget. 

The State votes on a budget BEFORE tax 
revenue is fully collected.

The State’s fiscal year begins on April 1, which means the budget 
must be voted on before the April 15th tax deadline. Last year’s 
over-optimistic revenue estimates resulted in a budget that was 
seriously out of balance by the fall and required the adoption of a 
painful deficit reduction plan.
We can do better. We can create more accurate and realistic budgets 
by moving the start of the budget year until after the end of tax 
season when we have actual revenue numbers. I sponsor legislation 
(S.5221) which would move the start of the fiscal year to June 1st.

The State considers the budget balanced as 
long as it has cash in its wallet at year’s end.

If you had $20 in your bank account but owed $10,000 on credit cards 
and hadn’t paid your mortgage for two months, you might think you 
had a problem, but the State would consider your budget balanced.

This practice is called budgeting on a cash-basis. New York 
has been doing this for decades. This has enabled lawmakers 
to avoid making tough choices, and instead rely on strategies 
such as nonrecurring revenue “one-shots” and rolling expenses 
over from the current year to the next year to claim the current 
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budget is balanced. But the State’s reliance on cash-basis budget-
ing blurs the State’s actual fiscal reality and lures it deeper into 
debt. Reaching a short-term balance allows the Governor and 
Legislature to ignore the long-term implications of budget deci-
sions. This has resulted in a growing structural deficit which the 
Governor estimates will reach $12 billion by 2013-14, even if the 
dramatic cuts proposed in this year’s budget are accepted.
We can do better. Lawmakers need a truer presentation of the 
State’s financial condition. The State should adopt the Generally 
Accepted Accounting Principle (GAAP) standards which all U.S. 
publicly traded companies are required to use. Why should NY 
State be held to a lesser standard? GAAP-basis budgeting would 
prohibit the “gimmickry” which has been used to obscure deficits, 
and it promises to curtail a temptation for overspending.

The Governor and Legislature create 
annual budgets without considering 
future impact.

While GAAP standards are a remedy for New York’s danger-
ous habit of budgeting primarily for the short-term, they alone 
cannot guarantee the long-term financial stability of our state. 
For decades, the Governor and Legislature have chosen again and 
again to borrow money and use budgetary gimmicks to pay for 
current operating costs instead of making tough decisions. This 
has lead to New York State having one of the largest state debts 
in the nation—more than $52 billion dollars.
We can do better. We must implement a multi-year financial plan-
ning process in order to shift lawmakers’ focus to the long-term 
and afford them the time to anticipate, prepare for and respond to 
changes in the State’s fiscal picture.

Most key budget decisions are made in 
private by the Governor and the lead-
ers of the Senate and Assembly.

Albany has long been criticized for its behind-closed-doors budget-
ary process (the “three men in a room” phenomenon). Public con-
ference committees, which review budget choices, can open up the 
process. Unfortunately, in New York, due to the small sums of ap-
propriations overseen by conference committees, only accounting 
for a fraction of the total spending in their jurisdictional categories, 
conference committees have seen their credibility diminished.
We can do better. To be viewed as more than mere “window dress-
ing,” conference committees need to have the authority to debate 
publicly the more difficult budgetary issues, and to be responsible 
for a greater percentage of the budget.
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SEPTEMBER OCTOBER NOVEMBER DECEMBER JANUARY FEBRUARY MARCH APRIL

2009 2010

November 15 2009
Quick-Start Consen-
sus Revenue Forecast

January–February 2010
Legislative Budget hearings

Mid-January 2010
Executive Budget 
released

February 2010
Governor’s 21-day 
amendments to 
executive budget

March 31 2010
Deadline for Legislature 

to approve budget

April 1 2010
Start of Fiscal Year

Please complete the questionnaire on the other side of this page, separate it, and place it in an envelope and return it to: 

Senator Liz Krueger
211 East 43rd Street, Suite 401
New York, NY 10017

or complete the questionnaire online at http://www.nysenate.gov/senator/liz-krueger


