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New York

An increase in property and sales tax revenue helped
New York bounce back from the Great Recession

Two years after the end of the Great Recession, New York’ revenue had almost returned to its previous peak
by 2011. Total revenue had declined 4 percent between the 2008 peak and the 2009 low point, after adjusting
for inflation. (See Figure 1.) Property and sales taxes were responsible for much of the recovery after that 2009
trough. Expenditures grew at the same time, though not as rapidly. New York’s pensions and retiree health
care obligations, the largest of any city in the country, remained underfunded, though reforms are underway:!
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New York reversed a property tax cut and expanded
its sales tax to increase revenue

Economically sensitive sources such as the income and sales taxes drove New York’s revenue losses in 20009.
(See Figure 2.) In the years that followed, however, $6 billion in annual infusions—from tax increases,
savings from restructuring of employee health insurance, and a drawdown of assets from retiree health
benefits, and other sources—helped plug the holes.



FIGURE 2

Key Drivers of Change in New York’s Revenue, 2008-09
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Halfway through fiscal 2009, New York reversed a 7 percent property tax cut and eliminated a homeowner
rebate program.’ These changes contributed to $2.3 billion in property tax growth from 2009 to 2011.

A sales tax rate increase and expansion, as well as a temporary rate increase for hotel and business taxes,
also improved the revenue picture.*

Other important revenue sources declined during this period, however, offsetting some of the property and
sales tax gains. Despite the passage of the American Recovery and Reinvestment Act, total aid from other
governments fell slightly from 2009 to 2011. In addition, nontax revenue—most of which came from the
School Construction Authority—dropped $791 million during the same period.

With a state mandate to carry no reserves,’ New York found other sources to tap. In the years after the
recession, for example, the city borrowed from the assets set aside for retiree health care to fill budget gaps.”

Operating expenditures grew $1.4 billion from 2009 to 2011. The largest increases were for debt service,
education, and public safety.®

Managing the future: Widening gaps in pension funding and
retiree health care obligations set the stage for reform

Demand for services, investment decisions, and revenue performance driven by economic activity and
demographic changes will shape New Yorkss fiscal future. Two long-term obligations that can be analyzed
using the data available are pensions and retiree health care and other benefits.

New York has by far the largest pension system of any American city. Pension funding levels were 60 percent
in 2010, down from 72 percent three years earlier, leaving $70 billion in unfunded obligations. In an effort
to stem the growing gap, state lawmakers in 2012 created a discrete public pension tier category for newly
hired state and local employees.” The law increased the retirement age, revised employee contribution rates,
and extended the number of working years used to calculate final average compensation.
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In 2006 and 2007, when economic conditions were strong, the city funded some of its retiree health
obligations. But by 2010, after the city had used the funds to cover budget shortfalls, those liabilities were
only 4 percent funded, leaving New York with just $3 billion in assets to cover a $74 billion bill over the
next several decades.”

See Pew’s 30-city interactive at pewstates.org/City-Fiscal-Conditions-Interactive for complete data.
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7 Thomas P. DiNapoli and Kenneth B. Bleiwas, Review of the Financial Plan of the City of New York, Report 11-2013, Office of the State Comptroller
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