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Fill the gaps: End protected overspending

On Feb. 1, a scant four weeks after taking office, the new governor must send the Legislature a budget that
closes a $9 billion gap. With federal stimulus aid and the personal income tax surcharge expiring in 2011, the gap
will jump to $14.6 billion in 2012.

To deal with these shortfalls, the governor will need to take on entrenched interests which fiercely protect
spending that is well above national norms in the three areas that absorb two-thirds of state revenue: school aid,
Medicaid and employee compensation.

School aid was temporarily reduced this year, but the formulas used to allocate it have not been reformed. More
than $650 million in state tax dollars now go to the wealthiest school districts, which can raise more than the
national average per pupil on their own, while maintaining relatively low property tax rates. Aid to these districts
should be eliminated.

Increases in Medicaid payments to hospitals and some other providers were suspended this year, curbing
inflation in the program’s already-high rates, but other large elements of Medicaid remain virtually untouched.
Spending on the elderly and disabled in New York, including the cost of nursing homes and in-home care,
accounts for 72% of total Medicaid expenses and is nearly twice the U.S. average per enrollee. Greater fiscal
discipline is needed.

New York’s public employees have far more generous fringe benefits than most private-sector employees, as
well as public-sector workers in other states. Public employee union leadership has refused to make concessions
to adjust to new fiscal realities. Since contracts will expire on March 31, 2011, savings should be negotiated. For
two years, state leaders have eschewed the restructuring opportunities that temporary federal aid provided. Time
is up. New York can no longer afford to be an off-the-charts spending outlier in these “big three” areas.

—Carol Kellerman
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