
NYS Division of Budget Briefing
I attended the NYS Division of the Budget's (DOB) Briefing by DOB Director Laura Anglin on May 1, 2008.  Here's the link to the Press Release on the same:    http://www.budget.state.ny.us/pubs/press/2008/press_release08_enactedBudgetReport.html

(I couldn't help but connect the symbolism of the date of the Briefing with the distress call "Mayday," which is fitting, given the fact that such troubling economic news was presented at this Briefing.) 

In a nutshell, Director Anglin said that the U.S. is currently in a recession and that New York State will follow shortly.  Anglin believes the recession will be deep, but short-lived, ending for New York in early 2009.  She cautioned that once the recession ends, the state will then be in a recovery period, not in an economic expansion, and that state revenues will increase only slightly.

Anglin said that the pending federal tax rebates could possibly help stimulate the national economy, if taxpayers spend the rebates on consumer goods & services.  It's interesting to note that the NYS Consumer Protection Board is urging New Yorkers NOT to spend their tax rebates, but to use the windfall money to pay down credit card debt, make extra mortgage payments, invest in CDs or government bonds, or otherwise reduce their long-term financial obligations:  http://www.consumer.state.ny.us/pressreleases/2008/apr292008.htm

Anglin said that New York will be especially hard hit by this recession.  Widespread layoffs are expected to continue in the financial services and insurance sectors, due to the substantial breadth and magnitude of write-downs from the subprime lending debacle.  This will cause a huge loss in state revenues, fully 20% of which are derived from Wall Street.  Anglin also said that other economic indicators show that real estate transactions are slowing, even commercial transactions in NYC that had been robust, with the real estate transfer tax collections being off by $70 million (a 26% decline in the 4th quarter of '07 v. 4th quarter '06).  Capital gains and other non-wage income is projected to drop, resulting in a 16% or $700 million concomitant reduction in state revenues for this fiscal year.

Anglin said that state income tax withholdings are off by $750 million in 2008, versus the same period in 2007.  However, she said that the April 15th NYS tax receipts were $1.6 billion higher than expected, and that estimated tax payments made with requests for filing extensions were $1.3 billion higher than expected.  The expectation is that NYS income tax refunds due after the October 15, 2008 filing extension will be $300 million higher than expected.  As such, SFY 2008-09 will remain balanced and hopefully no mid-year corrections will be necessary, although DOB has contingency plans in place.  But large out-year budget gaps loom:  $5.0 billion in 2009-10, $7.7 billion in 2010-11, and $8.8 billion in 2011-12.

Anglin said that, based upon current statutory requirements, state spending would have to grow by 10% for SFY 2009-10, whereas revenues would grow by only about 2.3% for the same period.  Since this is not sustainable, Governor Paterson has ordered an immediate hiring freeze on all non-essential state jobs and spending reductions of 3.35% from all state agency operations.  Commissioners and agency heads have until May 16, 2008 to report back to the Governor with their agency-specific spending reduction plans.  

Such spending reductions will have to be accompanied by additional state spending reductions.  The Governor has thus convened a Working Group to examine root causes of the State's spending growth:  http://www.state.ny.us/governor/press/press_0422084.html  The group will examine agency spending practices and will reevaluate their operations from "top to bottom," including better contract procurement practices, improvements in information technology, reductions in state travel, etc.

Governor Paterson has pledged to submit a balanced, 2009-10 budget next January.  Remaining budget gaps will be filled first by "one-shot" transfers from existing state funds, disposition of surplus state properties, utilization of other non-recurring revenues, and tax loophole closures, before consideration of other revenue raisers.  Anglin specifically refrained from saying that the Executive would consider expansion of any of the broad-based state taxes:  personal income, corporate franchise or sales taxes.   
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