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CBC RECOMMENDS HOW TO IMPROVE THE STATE BUDGET 
FOR FISCAL YEAR 2004-2005 

 
New York, NY – March 25, 2004 – The Citizens Budget Commission (CBC) today sent a 
letter to Members of the State Legislature proposing specific ways to improve the State 
Budget for fiscal year 2004-5. The recommendations are: 
 
• Bring the budget into balance by controlling expenditure growth in ways that do 

not harm public services. This proposal is based on three often ignored facts: 
o The State’s budget is not balanced. The State’s General Fund has gone from 

an accumulated surplus of $3.9 billion at the end of fiscal year 2001 to a 
projected deficit of nearly $2.0 billion at the end of fiscal year 2004. The 
Executive Budget for 2004-05 would incur another annual deficit that would 
raise the accumulated deficit to nearly $2.7 billion.    

o The budgetary imbalance is due primarily to a lack of discipline in 
controlling expenditure growth. In each fiscal year from 2002 to 2004, 
spending has been  up at least 6 percent. The Governor’s proposal for fiscal 
year 2005 would increase spending by another 3.5 percent.  

o There are substantial opportunities to cut spending without harming 
services. Two studies by the Citizens Budget Commission illustrate this 
point: 
§ Medicaid – A report released last month, titled Confronting the 

Tradeoffs in Medicaid Cost Containment, shows how to save $4.6 
billon annually in the Medicaid program without reducing the 
program’s effectiveness. These savings result from paying hospitals 
and nursing homes at rates that reflect only competitive costs, 
limiting excessive personal care services, closing loopholes in 
eligibility for long-term care services, and enrolling more eligible 
individuals in managed care plans.  

§ Department of Correctional Services – A report released in 2000, 
titled Making More Effective Use of New York State’s Prisons, 
shows how to save at least $100 million annually in prison costs 
without reducing public safety. It points to cost-effective alternatives 
to incarceration that can be used for prisoners in the final months of 
their sentences.  
 



 
• Reduce the State’s debt burden by ending borrowing for operating purposes and 

curbing non-essential capital projects. By every relevant measure New York State 
has one of the highest debt burdens in the nation. Two strategies are essential. 
o Stop borrowing to fund operating deficits. In fiscal year 2003-04 the State 

borrowed about $4.5 billion to help pay for operating expenses incurred in 
the previous and current fiscal years. The Governor has proposed using an 
additional $181 million of last year’s borrowing proceeds for fiscal year 
2004-05 operating expenses, and he would borrow another $440 million 
from the employee pension funds largely by “stretching” into the future the 
otherwise mandated annual pension fund contributions. Both measures 
should be dropped from the budget. 

o Drop non-essential capital projects. The Governor proposes capital 
spending in the coming fiscal year of nearly $6.7 billion, a significant 
increase from the current year and from previous years. Much of this 
spending is for important investments in needed infrastructure, but the 
enlarged capital budget also contains projects that can be deferred to better 
times or even eliminated. 
 

• Provide financial relief to local governments. Local government taxes in New York 
are by far the highest in the nation, and this is due largely to mandates imposed on 
counties and cities by the State. The most troubling mandate is the unusually high 
share of Medicaid costs that are pushed onto local governments, but other burdens 
arise from State regulation of the pension systems and collective bargaining rules for 
local government employees. These problems can be addressed by: 
o Beginning a multi-year assumption of local Medicaid costs. Proposals have 

been made for the State to take over the current local costs for the Family 
Health Plus part of Medicaid or for the long-term care services under 
Medicaid. Either of these steps should be taken as a beginning of a long-run 
program to have the State pay for all Medicaid expenses. 

o Changing collective bargaining rules. The Governor has proposed requiring 
arbitration panels for local government collective bargaining to make a local 
government’s ability to pay a priority consideration. This legislation should 
be adopted. 

 
The full letter and the reports cited above are available online at www.cbcny.org. 
 
Founded in 1932, the Citizens Budget Commission is a nonpartisan, nonprofit civic 
organization devoted to influencing constructive change in the finances and services 
of New York State and New York City governments. 


