
 

Published in the 

 

 

 

Founded in 1932, the Citizens Budget Commission is a research and watchdog organization devoted to enhancing New York's competitiveness 
through promotion of sound state and local budget and management practices. 

The Rapidly Rising Cost of City Workers: New 

York City Employees Get $138,000 in Pay and 

Benefits, and Rising 
By Carol Kellermann 

June 10, 2016 

The mayor and City Council quickly came to an agreement on the details of an adopted budget for 

fiscal year 2017, but little attention has been paid to spending projected over the course of the 

five-year financial plan. 

We ought to focus, and hold onto our wallets. 

A recent report by the Citizens Budget Commission revealed an $11.7 billion increase in spending 

through fiscal year 2020 from the time the mayor and Council members were elected in 2014. The 

largest driver of that increase is municipal employee compensation, which now averages $137,000 

per year per full-time employee and will grow to $158,000 by 2020. (This in a city where median 

household income was roughly $53,000 in 2014, the most recent year for which data is available.) 

Compensation cost includes salary, health insurance, pensions and other benefits, and these costs 

are largely decided outside the budget process: Salaries and health premium cost-sharing are set in 

collective bargaining, and pensions are defined in statute. The growth in these items has been 

rapid, and taxpayers should be concerned. 

The city’s workforce is growing quickly. It will increase by 23,197 to 323,831 between fiscal years 

2014 and 2020, with the bulk of the increase — nearly 20,000 — already having taken place 

between fiscal years 2014 and 2016. But the most worrisome growth is in per-employee costs. 

In fiscal year 2008, the average compensation cost per employee was approximately $107,000. 

Over eight years, those costs have grown 28% to $137,000 — more rapidly than employer costs in 

the private sector, which grew about 20%. And they will increase another $21,000 per employee 

between fiscal years 2016 and 2020. 

Most of the prospective increase ($12,250) will be in salary and wages, but health insurance 

premiums are set to increase $5,700, other fringe benefits by $2,000, and pension contributions 

by $1,270 per employee. The growth may be even larger if the city’s pension funds do not meet 

their investment return targets. 

Mayor de Blasio negotiated reasonable contracts with employees, and partially offset the costs 

with a plan to work with labor to save money on health costs. This initiative is a welcome effort to 
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control health expenses and will have realized $2.1 billion in savings through fiscal year 2017. 

Nevertheless, employee health insurance spending remains the fastest-growing budget item, 

increasing more than 33%, or $2 billion, through the financial plan period. 

And therein lies a key change that city government should make. 

The city currently provides health insurance to employees and their families and to retirees, who 

qualify after 10 years of service, and their spouses, without requiring them to contribute at all to 

insurance premiums. In other words, taxpayers who too often struggle to pay for their own health 

insurance are paying in full for comprehensive health coverage for city employees and retirees. 

This puts New York City government out of step with the private sector and the vast majority of 

the public sector. It’s also a significant factor in the city’s $70 billion liability for retiree health 

insurance costs and other post-employment benefits, not including pensions. 

Health insurance costs are growing at a time when a downturn in the economy should be 

anticipated. The local economy is already in its 82nd month of expansion since the Great 

Recession and, if the city’s economic projections hold, would be at an unprecedented 132 months 

of expansion by the end of 2020. History suggests that we shouldn’t expect good times to 

continue for that long. A downturn would make these costs all the more difficult to afford. 

The public should pay attention, because the cost of compensating city employees is rising rapidly 

at taxpayers’ expense. 


