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2,400 jobs in June, following a 2700-job decline in May. Most of this reflected public sector job cuts of 1,700 jobs in June.
But the private sector was a so down, after seasonal adjustment, by 700 jobs in June, and some important industries had big
losses. Business services, which include many Internet and new media companies, lost 6,200 jobs. Law firms cut 1,200
jobs, while engineering and management dropped 1,100. Retail and wholesale trade shrank by 1,900 jobs (see Figure 1).

The state of New Y ork City’s economy — and what to do about it — has drawn growing attention with the approach
of the autumn elections for mayor and for most of the 51 City Council seats. Job and income growth have become
increasingly dependent on Wall Street’ s erratic fortunes. For the fourth consecutive month, Wall Street cut still more jobs
(2700) in June. Big declines in second quarter profits at brokerage giants Merrill Lynch (41% profits drop) and Charles
Schwab (off 26%) led to July 18" announcements of new rounds of cost-cuti ng and, at Merrill Lynch, continued layoffs.
Each firm had aready cut close to 4000 staff jobs before the July announcement. On July 2™, Citigroup’ s purchase of
European American Bank was approved by the Federal Reserve Board. EAB has 97 branchesin New Y ork City and on
Long Idand, whereit is headquartered in Uniondale. In May, Citigroup announced that it would shut 19 of those branches,
aswell as another 5 Citibank sites. A few weeks later, American Express revealed plans to slash 4,000 — 5,000 jobs.

Over the 12 months since June 2000, the city had net job growth of 44,400 -- a 1.2% increase — till well ahead of
the 0.3% national growth rate. When federal government job cuts are subtracted, the private sector registered growth of
50,400, or 1.6%. Of these new jobs, 46,100 were in the service sector. That industry’s job sources included 9,000 new
positions in business services, 4,400 in film and TV production, and 4,200 at colleges and universities. Tourist-related
services have been hit as well. According to the Federal Reserve's August appraisal of regional economic activity, the hotel
occupancy rate in Manhattan (80%) fell to a 6-year low in the second quarter, a drop of 9 percentage points over the past
12 months — even though the average room rate was cut by the steepest annual amount since 1991. An extra 10,400 retall
trade jobs were developed over the June-to-June period. Although jobs at food and department stores fell, 5,100 new bar
and restaurant jobs and 2,600 jobs in clothing stores outweighed these declines. In contrast, wholesale trade shrank by
3,000 jobs.

Manufacturing suffered the largest 12-month losses of any industry: 10,500 jobs disappeared, a 4.3% shrinkage.
About 7,200 of these were in apparel, with 5 out of 7 in the women’s and misses outerwear category. In durable goods
production, 600 jobs were lost in el ectronics and electrical equipment, and another 500 in fabricated metals.

Congtruction has held up better than most other sectors, but the latest government survey found it dowed in the
second quarter. Multi-family housing permits fell substantially in June on a seasonally adjusted basis; for the second
quarter overal multi-family permits fell by about athird from first-quarter levels and were more than 20% lower than a
year ago. Most of the decline reflects a return to more normal levels of activity in New Y ork City, following two boom
years. Single-family housing permits also declined in June, and were down 5% in the quarter -- compared with both the first
quarter and a year earlier.

The city’ s public sector added another 4,200 teachers and other educational jobs, which raised local government to
nearly 451,000 jobs. But this was outweighed by 9,700 federal job cuts (most related to Census 2000), shrinking total
government by 6,000 over the 12-month period.

Long Island recorded a 1.8% growth in jobs since last June, much better than either New Y ork City or the nation as
awhole. The private sector grew by 18,700 jobs, and new government hires (mostly school-related) added another 3,800 to
the total. Services continue to be the main growth sector, accounting for 12,600 new jobs. Retail trade (+4,100),
transportation (+2,100) and construction (+1,900) also gained jobs. But manufacturing lost 2,200 positions, with cutsin
nearly all magjor areas. Chemicals and allied products alone had net growth, but only by 800 jobs. And the echo effect of
Wall Street’ s doldrumsis evident in the loss of 300 banking and 200 other financial positions.
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any era. But with the growing shift to electronic trading and with large amounts of newly available office space aready on
the market downtown, the city’s origina defense of the subsidy rings ever more hollow. The same istrue of city and state
aid to the NY Times for the new 51-story headquarters it wants to erect on Eighth Avenue at 40" Street in Manhattan. The
dtate is using its powers of condemnation to oust 11 current building owners from the 2-acre site, which it will then lease
long-term to the Times at far below-market rates. In addition, City Hall is doling out some $29 million in tax breaks and
other incentives for the new buildi ng.12

While there' s no end in sight for such corporate welfare, thisfall will mark the end of the 5-year lifetime limit on
federal welfare benefits that was imposed by the 1996 national welfare overhaul. Some 63,000 families (about 200,000
people) in New Y ork City face a cutoff of federal benefits. New York is one of afew states with its own “ Safety Net”
program, but how many former TANF recipients it will serve and how adequate its benefits will be are sources of concern
in many quarters. Under Safety Net, a city agency, the Human Resources Administration, will attempt to directly pay each
poor family’s rent and utilities. But the agency’s past record of delays and inefficiency has inspired little confidence in its
ability to take on still more ambitious tasks. In addition, each recipient will recelve a specia debit card for small cash
purchases. But, while current monthly TANF benefits average $577 for a 1 parent, 2 child family, the Safety Net card
would alow them just $58 a month to cover a host of small expenditures on clothing, schoal trips, etc.®

This comes at a time when the number of homeless familiesin New Y ork City has risen higher than ever, exceeding
the previous peaks of the late 1980s and mid-1990s. City figures released in July revealed that arecord 20,655 family
members —including 11,594 children — were lodged nightly in temporary shelters that month. Applications for shelter have
been 30% above last year’slevel. The City’ s shelter system is the only one in the nation operating under a court-ordered
right to shelter for the truly homeless. Among the reasons for the jJump in homelessness are: years of sharp rent hikes beyond
the reach of many working families, shrinking job opportunities and welfare payments for low-income people, a growing
refusal of landlords to accept federally subsidized Section 8 housing vouchers, and a sharp drop in low-cost apartment
congtruction and renovation by the city since the 1980s. Rents on Manhattan apartments may have leveled off in recent
months (at levels among the highest in the world), but rentsin nearby parts of other boroughs are up 10-20% from a year
ago, according to realty sources. Steven Banks, Director of the Legal Aid Society’s Homeless Rights Project argues that:
“The city has created an incentive and a market for landlords to rent apartments for 3 times what either a federal subsidy or
acity subsidy would cover. The city’s put itself in this bind by neglecting the housing needs of low-income and working
families for 8 years.”**

A decade after the end on the last national recession, over one-fifth of New Y ork City residents still fall below the
poverty line, nearly twice the nationa poverty rate. One out of every 3 New Y ork City children livesin poverty.15 While
local poverty rates fell as job opportunities improved during the 1990s, they have not yet fallen below late-1980s levels.
Thisisal the more startling in light of how outdated and unredlistically low the government’ s poverty estimates are today.
Still based on an “emergency food budget” from the late 1950s, the poverty income level was crudely estimated by
multiplying that food budget by afactor of 3 (assuming one-third went to food and two-thirds to other needs). Since then, it
has only been increased to adjust for annual price inflation. But, the government’s own consumer spending surveys have
long shown that the rising costs of housing, health care, and transportation have forced families to all ocate three fourths of
the average budget to non-food items). Hence, a more redlistic poverty threshold would require multiplying a minimal food
budget by 4, not 3, and thereby producing a higher poverty line —and a much larger number of working poor falling below
it a current wage rates.

A new study by the Economic Policy Institute, a well-known Washington think tank, estimates, state-by-state, what
a“basic family budget” costs todaty.16 Such a budget includes only the minimal amounts an average family needs to feed,
shelter and clothe itself, plus pay for basic health and child care, transportation, and taxes. It includes no money for such
extras as entertainment, restaurant meals, savings, or emergencies. Based on 1999 Census Bureau income data, EPI found
that, for the U.S. as awhole, abasic family budget for a average 2-parent, 2-child family costs $33,511 — nearly twice the
federal poverty income level for such afamily that year ($17,463). Among all major metropolitan areas in the country,
Long Island has the highest-cost basic budget for a 4-person family: $52,114. New Y ork City’s basic budget cost is not far



behind: $47,085. For a 1-parent, 1-child family, the basic income cutoff is $42,513 on Long Island and $36,899 in the city.
Statewide, 1.25 million families — 37.5% of all families — have incomes below the level they need to afford a basic family
budget.

If the minimum family income required to meet basic needs on Long Island is indeed over $52,000, then clearly
growing numbers of families are in dire straits. Human service organizations report that shortages of decent-paying jobs and
affordable housing are driving surprising numbers of Long Islandersto seek food assistance and temporary housing in
shelters and transient motels. The homeless population is now estimated to be 50,000, of whom 20,000 are children. A
survey of hundreds of individuals seeking aid at 22 outreach centers and 2 Food and Nutrition Centers across Nassau and
Suffolk Counties found that, although two-thirds had at least a high school education and 45% were working, amost all
earned below $20,000 ayear.17 Nearly one in three said they had gone without food for aday or more in the past month.
And two-thirds had to pay over half their income just for rent.

Minimum or Living Wages?

The 1996 federal minimum wage hike, coupled with tight labor markets, clearly helped stem further earnings losses
for most workers in the past decade. However, its current level of $5.15 is some 17 percent less than what it was two
decades ago (after adjustment for inflation), and 27 percent below its 1968 peak. In the coming year, if both unemployment
and inflation remain low, the timing appears ideal to raise the minimum wage to $6.15. But, Congressional opponents may
require that even that modest increase must be phased in over severa years. A growing number of states have raised their
own wage floors above the low federal level, and there is now alegidative proposal to do the samein New York.
Surprisingly, the state’s minimum was stuck at $4.25 from 1991 to March 2000. As many as 375,000 New Y orkers are not
covered by the federal law because they are employees of small firms without interstate commerce or are counted as
seasonal workers. New Y ork was among a minority of states across the country that failed to rai se the state minimum wage
after the federal minimum was increased in 1996. Though increases in the State rate have repeatedly been passed by the
Democratic majority in the state Assembly, they failed to clear the Republican-run Senate until 1999. Since March 31,
2000, the state minimum has been $5.15 per hour and when the federal minimum wage is raised in coming years, the state
minimum will automatically match the increase.

This June, over 80 New Y ork-based economists, including professors from Columbia, Cornell, CUNY, Hofstra and
SUNY, endorsed the NY State Assembly bill to increase the state minimum wage to $6.75 an hour. The economists’ |etter
read, in part:

Increasing the minimum wage to $6.75 in 2002 and tying further increases to the regional
Consumer Price Index will significantly raise income for over 1 million New Y ork workers. Most
of the beneficiaries are adults, most are female, and the vast majority are members of

low-income working families. Thisincreaseis certainly affordable in light of the fact that in
1968 the minimum wage was equivalent to well over $7.00 an hour expressed in current

dollars, compared to $5.15 an hour now.

By increasing its minimum wage, New Y ork would join agrowing list of states where voters
and political leaders have chosen to take control over wage policy rather than wait for
Congressto act at the federal level. There are now ten states plus the District of Columbia
with minimum wage levels above the current $5.15 federal level, including four neighbors:
Vermont ($6.25), Massachusetts ($6.75), Connecticut ($6.70 as of 2002), and Rhode Island
($6.15). These states hold in common a high level of average income and a high cost of
living, two factors that favor a state minimum higher than the inadequate national floor.

In its 1999 Economic Report of the President, the Council of Economic Advisors remarked
that "the weight of the evidence suggests that modest increases in the minimum wage have
had very little or no effect on employment.”






Tablel
Number of Nonfarm Jobs (in thousands) by Place of Work: 2000-2001

June 2001 June 2000 % CHG
us 133579.0 133163.0 0.3%
NY State 8808.2 8716.3 11
New York City 3784.1 3739.7 12
Nassau-Suffolk 12554 1232.9 18

Source: Establishment data ( not seasonally adjusted) from NY State Dept. of Labor.
Note that these data reflect regular revisions made by the Dept. of Labor.

Table2
Civilian Labor Force, Employment & Unemployment:

New York City, Nassau-Suffolk & All U.S., June 2000 — June 2001
(in thousands, not seasonally adjusted)

Labor Force Employed Unemployed Unemp. Rate
AREA June2001 June2000 June2001 June2000 June2001 June2000 June2001 June 2000
u.s. 142684.0 142132.0 135923.0 136192.0 6762.0 59401.0 4.7% 4.2%
NYC 3495.6 35724 3322.0 3380.8 173.6 191.6 5.0 5.4
Brooklyn 972.6 998.3 918.5 934.7 54.1 63.6 5.6 6.4
Bronx 468.5 478.4 439.5 447.2 29.0 31.2 6.2 6.5
Manhattan 847.9 860.2 805.3 819.6 42.6 40.6 5.0 47
Queens 1004.7 1029.0 964.9 982.0 39.8 47.0 4.0 4.6
Staten Island 201.8 206.5 193.8 197.2 8.0 9.3 4.0 45
Nassau-Suff. 14535 14171 1409.9 1375.1 43.6 42.0 3.0 3.0
Nassau Co. 712.0 694.8 691.6 674.5 20.4 20.3 29 29
Suffolk Co. 741.5 722.3 718.3 700.6 23.2 21.7 31 3.0

Source: CPS household survey datafrom NY State Department of Labor, 2001. Note that these data reflect regular revisions made by the Dept. of Labor.












