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Hearings on

New York City's Fiscal and Financial Situation

Tuesday, 21 February 1978

U, S. House of Representatives,
Committee on Banking, Finance, and Urban Affairs,
Subcommittee on Econemic Stabilization,

Washington, D. C.

The subcommittee met at 9:35 a.m. in room 2128 of the
Rayburn House Office Building; the Honorable William S.
Moorhead, chairman of the subcommittee, presiding.

Present: Representatives Moorhead, Blanchard, Lundine,
Vento, Barnard, Watkins, Ashley, La Falce, Pattison, Mc Kinney,

Stanton, Kelly, Caputc and Steers.




CR6476 1 Mr, Moorhead, The Subcommittee on Economic
HEER:Sp
CO#1 2 Stabilization will please come to order,
3 At this moment I had intended to introduce the new member

4 of the committee who was here and welcome him.
5 We do want to welcome you, Ned Pattison of New York, as
6 a new member of this subcommittee. I'm sure that the fact

7 that you are here right at the beginning shows you will be

8 serving as well,

9 I am not going to proceed with an opening statement but
10 I would at this time yvield to Mr. McKinney, if he cares to
.?1 make an opening statement.

12 Mr. McKinney, Thank you, Mr, Chairman,

13 Mr. Chairman, approximately two and a half years ago in
14 an atmosphere of weekly financial crises this subcommittee

15 took the first congressional action to help New York City

16 avoid bankruptcy. That exercise resulted in the passage of

17 the New York City Seasonal Fihancing Act of 1975, a program

18 of direct loans from the Treasury to the city which has helped
19 carry New York through some pretty rough spots and which has,
20 incidentally, earned more than $200 million in interest for

21 the American taxpayer.

22 Unfortunately, but not unexpectedly,'we are here today
23 to listen to many of the same voices describe many of the same
24 circunstances,

\ce-Federal Reporters, Inc.

25 This is not to imply that the city is not in better shape
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than it was in 1975: without qualification it is. But
everything is relative in this world and so it is in New York
City, too., Compared to the conditions of 1975, New York has
cut its budget deficit by half: the imminent threat of
bankruptcy has<been removed, Compared to a fiscally sound city,
New York still has a budget deficit of at least $1 billion:

the potential threat of bankrﬁptcy is still there.

The Seasonal Financing Act of 1975, along with severe
measures supported by city and stae officials, municipal
employvees, and all other affected parties, has bought time for
the city. That is all that we realistically could expect from
a short-term approach, Any member of Congress who thought
that the problem was laid to rest on December 5, 1975, did not
understand the nature or scope of the difficulties facing New
York City. Federal loans have helped New York cope with some
of its problems, but many still remain, The extent of
progress that has been achieved in 29 months is commendable.
But the city had problems of a long-term nature as well.

Thig is the point that we should emphasize during our consider-
ation of the current fiscal condition of the Big Apple.

The c¢ity is regaining fiscal credibility, but the fact
that it was unable to market a $200 million note issued in
November i1llustrates the tenuous nature of the situation,

City officials can see light at the end of the tunnel. What

Congress does, or does not do, will determine whether it is







