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Politics 
Changing Composition of the State Senate Majority

Region
(Some Senators represent districts that 
cross regions)

2008 
(Republicans)

2009 
(Democrats)

Long Island 8 2

Northern Suburbs 2 3

Upstate 18 5

New York City 4 22

TOTAL 32 32

ü There are 62 State Senators.  

üWith 32 members, a majority has no votes to spare ςevery vote, from every 
region is essential.  Gang of 3???

ü Assembly Democrats gained 1 seat ςnow have 109 of 150 members, including 
27 from upstate (now tied with Republicans upstate).



Governor Paterson

ÅMajor Distractions

ïSenate Majority Leadership?

ïNew Senator? Kennedy vs. Cuomo

ïEnd of Year Pardons

ïFederal Advocacy (Paterson vs. Schumer)

ïMajor Internal Staff Shake Up (loss of Spitzer team, 
tax scandal with Chief of Staff)
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State Budget for Schools ςThe Big Picture

$700 million cut in School Aid from 2008-09 levels.

$2.5 billion cut from what current law formulas promise for 2009-10.

Major elements:

Å ϷмΦм ōƛƭƭƛƻƴ ά5ŜŦƛŎƛǘ wŜŘǳŎǘƛƻƴ !ǎǎŜǎǎƳŜƴǘέ ǘŀƪŜƴ ŀǎ ƭǳƳǇ ǎǳƳ Ŏǳǘ ŀƎŀƛƴǎǘ ǘƻǘŀƭ 
aid, excluding construction aids and UPK. Puts you on hot seat.

Å Shift of 15% of Preschool Special Education costs from state (12.5%) and counties (2.5%) 
-- $173 million impact, equivalent to 0.5% tax increase.

Å Middle Class STAR Rebates eliminated -- $1.4 billion in property tax relief lost.

Å Increase in maximum drop in STAR exemption (from 10% to 18%) -- $109 million impact.

Å Some mandate relief:  Wicks, paperwork streamlining, purchasing flexibility, defer state 
ƳŀƴŘŀǘŜǎΣ ά¢ƛŜǊ ±έ ƛƴ ǇŜƴǎƛƻƴ ǎȅǎǘŜƳǎΦ
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Closing the Gaps 
2009-10 some major components (cuts/revenues are vs. projected levels)

Cuts:  -$9.15 billion
Å Medicaid/Health:  -$2.63

Å School Aid: -$1.87* 

Å STAR:  -$1.67

Å Local Governments:  -$.43

Å Mental Hygiene:  -$.42

Å Human Services, etc.: -$.39

Å Higher Education:  -$.39

Å State Workforce Wages: -$.28

Revenues:  +$3.07 billion
Å Utility Tax:  +$.65

Å Sales Tax, clothing<$100:  +$.46

Å Empire Zones Reform:  +$.25

Å Enhanced Bottle Bill:  +$.21

Å Limit itemization for high income 
taxpayers:  +$.14

Å Cable/Satellite TV Sales Tax:  
+$.12

άhƴŜ {ƘƻǘǎέΥ  ϷмΦмп ōƛƭƭƛƻƴ
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* School year cut is $2.5 billion, but state realizes only 70% in its corresponding fiscal year.

Source: : NYS Division of the Budget, 2009-10 Executive Budget Five Year Financial Plan, December 2008



Year Governor
State Budget Deficit

as % of Projected 
Spending

Proposed% Cut to 
School Aid (vs. 

prior year)

1991-92 Cuomo 20.5%                                                                                        10.1%

2003-04 Pataki 29.0% 8.8%

2009-10 Paterson 24.6% 3.3%

Source: Council analysis of 
NYS Division of the Budget documents

Not the worst education budget, however:
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How did this happen? 
NYS has become extraordinarily dependent on Wall Street (20 % of revenues)
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Source:  Adapted from, ñNew York Stateôs Fiscal Reckoning,ò by E.J. 

McMahon, in City Journal, Autumn 2008
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Morgan Stanley
Investment 

Bank
Bank Holding 

Company

Lehman Brothers
Investment 

Bank
XX Bankruptcy XX

Goldman Sachs
Investment 

Bank
Bank Holding 

Company

Merrill Lynch Sold to Bank of America, (NC)

Fleet/Prudential 
(Wachovia)

Sold to Wells Fargo (CA)

Bear Stearns Sold to JP Morgan Chase

Citigroup $40bn TARP
78,000 layoffs, 

Salary Caps

Fate of Major New York State Banks
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The End of Wall Street?

ü ñU.S. banking industry has been effectively nationalized,ò Kathryn Wylde

ü Federal government major partner in every major firm. 

ü All nine of the largest TARP recipients in NYC (Citibank Ą $40 bn)

ü Mandated restrictions on executive compensation; prohibitions on risk. 

ü Lower risk = lower profits and a less aggressive, less innovative posture.

ü Last 2 Investment Banks converted to Bank Holding Companies

ü Merrill Lynch Ą Bank of America (Charlotte, NC)

ü $28 billion in bonuses will be down 50% to $14 billion this year

ü 16 banks failed in 2008.
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Source: Kathryn Wylde CEO, Partnership for NYC



ÅLosing momentum, however created de facto cap

ÅDevilish Details:

ïNot 4%.  Same as contingency budget 
(lesser of 4% or the 120% of the increase in the CPI).  

ï1.4% CPI for 2009 = Cap would be 1.68% for 2010-11.

ïOr lower: with 250 signatures, voters get could force a 
referendum to set a lower cap (e.g., zero).
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Property Tax Cap Proposal



On Time Budget?

ÅTook Senate Democrats 6 weeks to elect a 
leader who was already a forgone conclusion.

Åbƻ ǾƻǘŜǎ ǘƻ ǎǇŀǊŜΧ ǳǇǎǘŀǘŜǊǎ ǾǎΦ b¸/ ƭŜŀŘŜǊǎΚ

ÅOld dynamics had historical equilibrium: 38.86%

ïNew equilibrium in all Democrat Legislature???

ÅObama BOUNCE???
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Full Policy Plate

ÅNew Standards Committee

ÅNew 3-8 Testing RFP

ÅGrowth/Value Added (NYC vs. NYSUT?)

ÅNew Commissioner

ÅHigh School Reform

ÅNew Accountability System (Chicago-style)

Å21st Century Skills

ÅNYC Governance/Mayoral Control
12



After we survive 2009? Then what?

ÅLong term cost pressures appear ready to 
escalate:

ï[ƻǎǎ ƻŦ άǘǳǊƴƻǾŜǊ ǎŀǾƛƴƎǎέ

ïGrowth in workforce vs. loss in enrollment

ïPension costs poised to rise sharply

ïDownturn will tilt budgets even more strongly to 
special education; growth will become new baseline
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Baby Boom Bubble Retirements
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Baby Boom Bubble Vanished

15

-

10,000 

20,000 

30,000 

40,000 

50,000 

60,000 

1-5 6-10 11-1516-2021-2526-3031-3536-40 40 +

YearsYearsYearsYearsYearsYearsYearsYearsYears

N
u
m

b
e

r 
o
f T

e
a
ch

e
rs

Experience Distribution of Teachers

2000-01

2007-08

The Burst Bubble



NYS Teachers (by experience)
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2000-01 2007-08 Change % Change 

0-5 years 46,376 49,612 3,236 7.0%

6-15 years 57,267 80,665 23,398 40.9%

16-25 years 43,047 44,675 1,628 3.8%

26+ years 40,925 29,611 (11,314) -27.6%

Total 187,615 204,563 16,948 9.0%



Foundation Aid

ÅThe 2007-08 State budget (enacted 1½ years 
ago) made some dramatic breakthroughs: 
ïFoundation formula enacted.

ïPromised significant, sustained funding increases.

ïOther reforms (e.g., update standards, develop growth 
model, improve accountability).

ïResources for State Education Department.

ï/ƻǳƴŎƛƭ ŀƴŀƭȅǎƛǎΥ  άώǘƘŜ ōǳŘƎŜǘϐΧǎŜǘǎ ŀ ŘƛǎǘƛƴŎǘ ŎƻǳǊǎŜ ŦƻǊ 
ǇǳōƭƛŎ ŜŘǳŎŀǘƛƻƴ Χ ŀ ƳƻǊŜ ƘƻǇŜŦǳƭ ƻƴŜ ǘƘŀƴ ƳƛƎƘǘ ƘŀǾŜ 
ōŜŜƴ ǇǊŜŘƛŎǘŜŘ Ƨǳǎǘ ǎƛȄ ƳƻƴǘƘǎ ŀƎƻΦέ
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Active TRS Members vs. Retirees
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TRS Issues 

ÅάbŜǿ 9ƴǘǊŀƴǘέ ǊŀǘŜ Ґ мн҈

ÅCurrent 8.7% Rate implies performance subsidy

ÅLost $7bn (7.4%) in October 2008

ÅNew rate already announced ςmust double up 
ƛƴ ȅŜŀǊ ŀŦǘŜǊΧ

ÅDefined Benefit vs. Defined Contribution
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Benefits > State Aid 2003-06
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In Downturns, Special Ed Grows
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