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The law of unintended consequences, a bedrock of economic theory, can help shed 
some light on why New York State appears to be careening toward fiscal calamity, why 
our educational system is dysfunctional and why it is next to impossible to get career 
"servants of the people" out of office. 

For more than 300 years philosophers, and more recently economists, have observed 
how the best intentions can have unintended consequences that often create problems 
that are worse than the ones they were trying to solve in the first place. Following are 
some examples of the perversity of unintended consequences in Western New York. 

It is no secret that metro Buffalo has been leaking population for the past 50 years. 
While some may blame the continuing exodus on the climate, our quest for services 
provided by government, along with its attendant costs, has created a high-tax 
environment that is poisonous to job creation. Hence, the people who are to be served 
cannot find work, and are forced to move out of the community. 

As a financial adviser I observe how many of our clients' children are unable to find 
meaningful work in our community and are forced to create a life elsewhere. As our 
clients retire, they tend to follow their children, and our community suffers a second 
wave of population loss. The unintended consequence of excessive government and 
gold-plated benefits for public sector workers is the fragmentation of our families, 
continued population loss and escalating taxes on those who remain. 

The defined benefit pension plans enjoyed by our public school teachers have created 
perhaps the greatest barrier to excellence in our educational systems. This is an 
unintended consequence that may be counter-intuitive at first glance. A defined benefit 
pension plan becomes more valuable the longer someone is employed. Therefore, in 
order for employees to maximize the economic value of their positions, they have to 
remain in their jobs for 30 to 35 years. 



This is not a problem if they love what they do and are effective educators who are able 
to coax the best out of their students. Unfortunately, all too often burned-out teachers 
may feel that they have no economic alternative but to stay in a position that they are no 
longer interested in. In a case like this, we are incentivizing mediocrity. 

A defined contribution plan such as a 401(k) would at least give a teacher the ability to 
take his or her accumulated earnings and explore other endeavors. The unintended 
consequence of trying to retain quality teachers through the use of a defined benefit 
pension plan is that we trap many more lousy teachers who feel that their economic 
interests are best served by keeping a job they no longer have a passion for. 

If we wonder why things are the way they are in our community, unintended 
consequences can explain a lot. 
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