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Business, the City, and the Crisis

When an individual, a family, a company—or a
city—spends far beyond income, borrows exces-
sively, and ignores the basic principles of good
management, there must surely come a day of
reckoning.

This, in essence, describes the fiscal crisis con-
fronting New York City today. The crisis, long in
the making, is not a transient phenomenon nor is it
confined to New York. Many other major cities
throughout the country are facing a protracted
period of financial stringency fraught with hard
choices—-budget gaps, tax increases, cutbacks in
services, wholesale layoffs, and dismissals.

Here in New York, the impact of the crisis 18
falling heavily upon the entire economy. New
Yorkers already carry the highest local and state
tax burden in the country. Steep increases in gov-
ernmental costs are stifling business investment and
reducing employment in the private sector. This
must be the first concern of EDC and the New York
Chamber of Commerce and Industry in their newly
strengthened relationship, begun in 1974, with iden-
tical Boards of Directors under a single Chairman
and Chief Executive Officer—a very timely devel-
opment.

A Time for Candor — No Time for Despair.
Indeed, it is vital that we analyze the crisis with the
utmost candor, This is no time for blame-fixing or
recrimination. It is with trends, not individuals, that
we should be concerned. Actually, if we were to
lock in our own mirrors, we would find one source

GEORGE CHAMPION
Chairman and Chief Executive Officer
Economic Development Council of New York City

of the culpability which all New Yorkers must share
for permitting these trends to develop unchecked.

Neither is this a time to yield to the counsels
of despair. The prophets of doom and gloom have
long cried their wares among us. Yet New York
remains inherently strong and dynamic-—a great
world center and a wonderful “city of opportunity”
for millions of people. If, today, we stray from the
paths of progress, tomorrow can bring the regenera-
tion—and the civic reawakening—which it some-
times takes a crisis to produce.

Speaking realistically, we must recognize that
“the day of reckoning” has dawned. How drastic the
accounting will prove is something we cannot now
foresee. The culmulative effect of years of drifting
toward the rocks of fiscal disaster will not be easily
or quickly overcome.

Modern Management—Government's Crucial
Need. This we do know: Business has a vital role
to play in reversing the trends which have brought
New York to its present plight. This begins with
the application of business capabilities to the more
efficient organization and management of City de-
partments and agencies.

EDC’s business assistance Task Forces, com-
posed of managerial specialists “on loan” full-time
from member companies, have demonstrated that
governmental services to the public can be sub-
stantially improved while their cost is actually re-
duced. The Task Forces are working in three major
areas of government—the administration of justice,




the operation of welfare and social services, and
the business management of the City’s huge public
school system.

Since 1969, some 104 person-years of execu-
tive time, valued at $2.6 million, have been con-
tributed to the Task Force program by New York
companies at no cost to the City. Actual budget-
ary savings of $78 million a year, plus a one-time
saving of $48.5 million, have so far been recorded.
Potential additional savings, as a result of these
reorganizations, are estimated at $676 million a
year. The Task Force studies have revealed a great
and urgent need to improve managerial capability
at the top levels of government with lines of respon-
sibility and authority clearly defined. But the Task
Force experience has confirmed my conviction that
the overall efficiency of local government can be
increased by at least 30 percent.

The Problem is National. This fact assumes new
significance as we reappraise the “urban crisis”
which, some years ago, generated the business
policy of “corporate social responsibility.” Now we
arc learning that the real “urban crisis” resides in
the fact that city governments are failing to meet
their own “social” responsibilities—in large part be-
cause of their lack of fiscal responsibility and ac-
countability.

We need now to realize that this problem is
national in scope. Here in New York we have seen
the City budget double from $3 billion in fiscal
1964 to $6.2 billion in 1969—and double again to
$12.6 billion in fiscal 1975. This symbolizes the
rise of local government as the nation’s greatest
“growth industry.” Between 1948 and 1973, local
government’s costs rose from $13.4 billion to $127
billion and its total employment from 3 million to
8.5 million.

This growth is out of all proportion to the
services rendered and, indeed, is one of the causes
of inflation. If the time and services of 8.5 million
people are under-utilized or misdirected to any great
extent, then the nation is suffering a serious eco-
nomic and social loss. And there is no evidence
whatever that more taxes and appropriations —
local, state, and federal—will solve the problem. In
fact, the policies of the last ten years have increased
national unemployment from 5.1 percent to 8.7
percent while the yearly inflation rate has risen from
1.7 percent to 8 percent. Clearly the time has come
for a change.

Guideposts on the Road to Business Action.
Lately I have noticed among businessmen in other
cities a growing concern with the urban fiscal prob-
lem as it begins to assume crisis proportions. They
want to know what, if anything, business can do to
check the mushroom growth of local government
and make it more responsive to the real needs of
the public. It is for this reason that we have made
the following Ninth Annual Report of EDC so
comprehensive. For, here in New York, we can’t
profess to have found all the answers but we have
had a unique opportunity to explore new paths to
effective business action.

Consider, then, the highlights of three pioneer-
ing examples of business-government cooperation,
via the Task Force approach, on the revitalization
of City departments and agencies.

In the report entitled “Business Lends a Hand
in the Administration of Justice” (Page 6), you will
find one fact which stands out among many: In less
than three years, the backlog of unfinished cases in
the New York City Criminal Court system was
reduced from 359,000 to 13,500. This one case
exemplifies a principle which is being utilized in a
continuing series of nationally significant court
improvements.

In “Modernizing the Human Resources Ad-
ministration” (Page 9), many major managerial
changes are reported. Just one of these—the devel-
opment of “decision tables” in public assistance
eligibility determination—would more than justify
the entire Task Force investment. State and federal
agencies are now moving the project toward the
correction of a problem which has been causing an
overall national loss estimated at $1.2 billion a year.

EDC’s report on “Reorganizing and Revital-
izing the City’s School System” (Page 13) contains
one gem-like example—improved payroll process-
ing. No longer must new teachers wait an average
of six months to get their first paychecks—nor will
90 percent of those checks be wrongly made out.
Again, this merely symbolizes the far-reaching ad-
ministrative improvements which will eventually
save hundreds of millions of dollars a year—while
strengthening the educational process at a crucial
point.

The report on “From School Partnerships to
‘Renewal’—a Venture in ‘R & D’ ” (Page 16) tells
a unique story of business involvement in the courses
and classrooms of New York’s “inner city” high




schools. This ongoing program has attracted sup-
port from federal and foundation, as well as City,
sources in the search for answers to a deep-scated
urban problem of great national concern.

Fact-Finding, Priorities, Accountability. Essen-
tial to all programs of corporate urban action is a
continuous process of fact-finding. In exploring un-
trodden areas, business must have its own compass
—if only to assess the tides of information which
flow around every problem. In “Finding the Eco-
nomic Facts—the City’s Crucial Issues” (Page 19)
you will see the nced for continuing, in-depth eco-
nomic research. Only in this way can priorities of
action be determined.

In this Ninth Annual Report, EDC feels a
strong sense of accountability to the many New
York companies which have given unprecedented
support—in terms of executive manpower as well
as funds—to an unprecedented venture. Skilled
management specialists are hard to find and harder
to spare. The records to date of the Task Force and
School Self-Renewal programs attest the outstand-
ing public spirit, foresight, and corporate good
citizenship of New York’s business leaders, Their
only motivation has been that of helping to strength-
en the city’s economic and social stability in a time
of crisis.

Candor compels me to report that we are, at
best, only midway on the road we have chosen.
When we began, we had no real conception of the
complexities we would face, much less the road-
blocks which still remain. Yet experience indicates
that this is the best-—and it may be the only—road
to our goal.

Civic Reawakening — the Challenge. At the
midway mark, then, what have we learned—or in
some cases “unlearned” — about the real “urban
crisis” and the road ahead? We have learned that
the gathering fiscal storm, long approaching, has
reached crisis proportions. But we have learned aiso
that the forces underlying the storm may be more
powerful than the storm itself,

It is not enough to deplore the profligacy, in-
efficiency, and aimlessness of government. It is
necessary (o recognize that we have somehow
drifted into an era of “government by pressure
group.” Special interests make demands which of-
ficials find, hard to refuse because there is no coun-
tervailing demand for more effective and efficient
service to the public as a whole.

~ There is a vital and immediate need for a civic
reawakening in this city. The turn-around in pres-
ent trends can only come when public opinion,
informed and aroused, demands better policies,
better performance, and greater responsibility and
accountability in the conduct of the City’s affairs.
When citizens get the facts and understand the
issues, I have every confidence that their common
sense and good judgment will lead to sound deci-
sions concerning the city’s future.

By far the most crucial issue today is the
drastic erosion of jobs—a loss of more than 400,-
000 since 1969—in the private sector of the New
York economy. Aware that their own livelihood
and opportunities are diminishing, people will want
to Know what decisions must be made. Goals must
be set and priorities defined. Large-scale public ex-
penditures must be carefully reassessed in terms of
their real cost and their real benefits to the com-
munity as a whole.

In this process, business can act as a catalyst
—-as a source of facts and ideas for public consider-
ation, But in the last analysis, the reawakening must
involve every element of the community—Dbusiness,
government, education, labor, the civic and wom-
en’s groups, and the professions—throughout the
city. What we need is the spirit of the “Town Meet-
ing” and a renewal of public confidence in the fu-
ture of the city and the country.

Until then, we of the business community must
continue to make every contribution we can to the
revitalization of government and the improvement
of the economic “climate.” We have chosen the
road and we must go the rest of the distance.

e ﬁ '
///%/%m .h,;z..-,‘fof—h
7/
Chairman and Chief
Executive Officer

May 27, 1975




REVIEW OF THE RECORD

When, in 1970, EDC began to pioneer in business
assistance to government, a number of alternatives
were examined. Certainly one of New York’s most
vital problems was the administration of justice.
And, at the heart of that problem, lay the City’s
98-judge Criminal Court system where delay in the
handling of some 200,000 arrest cases annually
was building an unwieldy backlog, dangerously im-
peding the whole judicial process, and clogging the
jails.

Criminal Court Reorganization. EDC’s first Task
Force, composed of ten management specialists
“on loan” from three major insurance companies,
went to work in July, 1970, on an in-depth analysis
of the organization, structure, systems, and proced-
ures of the Criminal Court system. The study was
made at the request of Presiding Justice Harold A.
Stevens of the Appellate Division, First Department.
EDC Vice Chairman Joseph A. Grazier gave gen-
eral direction to the Task Force.

In less than three years, the Criminal Court
backlog of unfinished cases was reduced from
59,000 to 13,500 while the number of defendants
in detention awaiting trial decreased from 4,200
to 1,250. Court calendars are still “current” and
backlogs have remained minimal ever since. These

Business lends a hand
in the Administration

of Justice

gains were based on specific Task Force recommen-
dations for Court reorganization and the breaking
of bottlenecks in case processing, records manage-
ment, and work measurement. Administrative Judge
David Ross and a team of top court administrators,
gave vigorous implementation to the program from
the start,

This “landmark”™ example of business-govern-
ment cooperation set several important precedents.
It had been widely supposed, for example, that the
answer to the problem lay in more courts, more
judges, more manpower, and more money. Instead,
the turnaround was accomplished without any in-
crease in these areas—and, in fact, at a saving to the
City of $6.7 million a year. Moreover, a onetime
saving of $48.5 million was effected, largely by
eliminating the cost of constructing new detentional
facilities.

The Supreme Court—State Court Administra-
tion. The Task Force experience also showed that the
great majority of civil servants are dedicated people
who want to take pride in their work, Once they
understood the role of the Task Force, the court
administrators and their aides welcomed its help in
overcoming the frustrations and delays caused by
organizational confusion and obsolete systems and
procedures.




* New Task Force assignments soon followed the
first, Under the chairmanship of EDC Vice Presi-
dent Richard F. Coyne, the Task Force was called
upon to meet other challenges in the judicial area.

Although a unified, statewide court system had
long been mandated by the State Constitution, much
remained to be done. In New York City, for ex-
ample, the Criminal Court deals only with misde-
meanor cases while the Criminal Branch of the
Supreme Court handles the disposition of felony
cases after indictment. Thus the reorganization of
the Criminal Court did not touch the operations of
the “criminal side” of the Supreme Court.

Early in 1972, an EDC Task Force of eight
members began a new study leading to unification
of the two systems. The Task Force recommended
a common management structure, under a single
Administrative Judge, for the Criminal Court sys-
tem and the Criminal Branch of the Supreme Court
in New York City. In March, 1973, Justice Ross
was designated to direct the implementation of the
plan, starting first in New York and Bronx Counties.

Duplicative units were consolidated, a new or-
ganizational structure was adopted, and modern
management procedures were installed. Between
the end of 1972 and the end of 1973, the number
of Supreme Court defendants in detention awaiting
trial or sentence decreased by 25 percent. The
“bench time” of judges meanwhile increased.

Attention also turned, during 1973, to the
Civil Branch of the Supreme Court. A third Task
Force of eight members, also directed by Mr. Coyne,
made a report with recommendations for the im-
proved organization and operation of civil proceed-
ings in the Supreme Court. This report was submit-
ted to the then Presiding Fustice Owen McGivern
of the Appellate Division, First Department, and
its implementation was assigned to Administrative
Judge Edward R. Dudley.

In mid-1973, a third EDC Task Force of
five members embarked on a complete study of the
State Office of Court Administration at the highest
level of the entire state court system. This was be-
gun at the request of the then Chief Judge Stanley
H. Fuld and continued with the support and leader-
ship of his successor, Justice Charles D. Breitel.

Major objectives of the Task Force study were:
(1) Increased use of the State Office’s authority to
manage the court system, set standards, define pol-
icies, and monitor performance, and (2) a modern-
ized budgetary system. Chief Judge Breitel wel-
comed the report and gave strong impetus to its

implementation under the direction of State Admin-
istrative Judge Richard J. Bartlett.

Lessons and National Significance of the Task
Force Reports. Growing professional interest in the
Task Force concept is evidenced by several thousand
inquiries received by EDC from court administrators,
judges, and leading lawyers throughout the country.
New York’s example has been singled out as worthy
of national attention by legal journals and insti-
tations, including the 10,000 member American
Judicature Society. In a national survey of cities
over 100,000 in population, the New York City
Criminal Court system was rated as “the most in-
novative in the country.”

Task Force documents, supplemental to the
studies, are giving guidance to those in other areas
who seek to modernize court clerical procedures,
records management, and systems. One example is
the 104-page “Procedures Manual” which details
the steps needed to process and register all cases in
the Civil Division of the Supreme Court. Another
is the 68-page report on the New York County
Clerk’s office entitled “Documentation of Proced-
ures for Supreme Court-Related Functions.”

While corporate contributions of “on loan”
executive time and funds continue to sustain the
bulk of the Task Force effort, grants from govern-
mental and foundation sources are also utilized. This
is perhaps another sign of the growing national
significance of the program.

Certain guiding principles, based on experi-
ence to date, are emphasized by Task Force Chair-
man Coyne. He points out that the Task Forces
make no attempt to judge or evaluate the legal de-
cision-making of judges. Instead, they concentrate
on problems of organization and administration.

“The EDC Task Force approach has been low-
keved,” he says. “We simply ask what we can do to
help the courts and we have no ‘axe to grind.” Sec-
ond, we focus primarily on changes which can be
implemented readily by administrative, as opposed
to legislative, action. Third, from the outset, it has
been agreed that EDC would assist in implementing
any approved recommendations. These studies were
not meant to gather dust on the shelf.”

DEVELOPMENTS OF 1974
New court assignments came to EDC while ongoing
projects moved closer to fruition during 1974, As
one example, on EDC’s recommendation, the city-
wide Criminal Court and the Criminal Branch of




the Supreme Court in Manhattan and the Bronx
had been administratively merged under Adminis-
trative Judge Ross in 1973.

Early in 1974, Justice Ross was designated
New York City Administrative Judge in charge of
all Supreme, Criminal, Civil, and Family Courts—
establishing, for the first time, a single administra-
tive structure for the largest urban court system in
the country (over 400 judges and 6,000 employ-
ees). This move further exemplifies the qualities of
leadership and initiative which EDC considers so
essential to successful governmental reorganization.

In the State Office of Court Administration,
EDC had recommended a more coherent, effective
management framework at the highest level in the
State court structure. In 1974, State Administrative
Judge Bartlett began the reorganization process.
This included the design, adoption, and successful
implementation of a modern, “purpose” judiciary
budget for the new fiscal year.

A new EDC Task Force began work in late
1974 on a study of the New York City Family
Court. This troubled court, which has the high
priority of State Administrative Judge Bartlett, may
make the difference, in particular cases, between a
successfully rehabilitated juvenile and a future crim-
inal defendant.

Also in 1974, EDC launched a study of the
New York City Criminal Justice Coordinating
Council which administers the City’s share of Feder-
al crime-fighting funds. EDC’s first report finds
that the Council was not propetly set up to fulfill its
functions. EDC recommended the appointment of
an official who could speak and act for the Mayor
and mobilize all the City’s resources—including a
reorganized Council—in the proper planning and
coordination of New York’s vast and costly net-
work of criminal justice agencies which has a total net
operating budget of more than $1.4 billion a year.

FOR THE FUTURE

Between ongoing and possible new programs, EDC
faces a crowded agenda for 1975 and beyond. For
one thing, further Task Force assistance has been
requested in the implementation of recommenda-
tions on the management problems affecting the
backlog of felony cases in the Supreme Court.
While the Task Force study of the New York
City Family Court continues, a federally funded
EDC study of Family Courts in New York State is
scheduled to begin in 1975 with a grant of $138,-
000. Implementation will continue on the Task

Force recommendations concerning the State Office
of Court Administration.

New challenges will be posed in the imple-
mentation of the report on the Criminal Justice
Coordinating Council. This is a highly critical issue
in these times of rising crime rates and budgetary
cutbacks. EDC’s experience in the criminal courts
should provide special insights in helping to deter-
mine the most effective use of public funds for pur-
poses of public safety.

Between 1970 and 1974, EDC’s court studies
have utilized 25.3 person-years of “on loan” execu-
tive services valued at $632,500 and contributed,
without cost to the City, by member companies.
Ongoing studies and new projects will require sub-
stantial additional manpower in 1975. Most of this
must come from corporate sources although “outside
grants” will bear some share of the cost.

What have been the “returns on investment”
to date? These can be stated in fiscal terms but only
to a limited extent. A special study, made as a public
service by Peat, Marwick, Mitchell & Co. in 1973,
documented budgetary savings of $6.7 million a
year in Criminal Court operations and a one-time
saving of $48.5 million. Additional savings have
doubtless occurred since then not only in the Crim-
inal Court system but in other courts where EDC
recommendations have been implemented, But
these have not been “priced out.”

In any case, the “returns” can well be stated

in other-than-dollar terms—in beneficial effect on

the community, increased “job satisfaction” for
court employees, and renewed public confidence in
the judicial system.

Commenting on the Criminal Court program
in 1972, Reader’s Digest defined it as “what may
well be the most significant reform of the past dec-
ade in municipal government.” Chief Judge Breitel
has said that: “EDC has been one of the brightest
lights T have seen for the courts during the past 25
years.” Administrative Judge Ross noted that:
“Their (EDC’s) support was absolutely invaluable
in implementing the plan.” And Presiding Justice
Stevens termed the EDC program “a landmark in
pointing out to the entire nation how the private
and public sectors can work together for the com-
mon good and join in seeking reform in the court.”

Perhaps the most significant of all “returns”
is this; The EDC experience has demonstrated what
is no longer a theory but a fact—business can help
effectively to revitalize governmental services to citi-
zens in the area closest to home,
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REVIEW OF THE RECORD

In 1971, an EDC Task Force began a top-to-bottom
analysis of the City's huge Human Resources Ad-
ministration (HRA). Mountains of unfinished busi-
ness were threatening to overwhelm HRA as it
struggled to provide welfare and social services to
some 1.4 million New Yorkers.

With an annual budget of $2.3 billion and
26,000 employees, HRA was sadly lacking in the
most basic tools of modern organization and man-
agement. At the request of Jule M. Sugarman, then
HRA Administrator, the ten-member Task Force
of “on loan” executives was recruited under the
direction of EDC Vice Chairman Joseph A. Grazier.
The Task Force delved deeply into the Administra-
tion’s structure, functions, and operations.

Since then, 30 person-years of specialized
executive time have been contributed to the Task
Force at a cost to EDC companies of about
$770,000—but at no cost to the City. With the
full cooperation of Administrator Sugarman and
his aides, the Task Force helped to initiate major
improvements in HRA in the years 1971-73.

Harold A. Finley, EDC Vice President and
Task Force Chairman, notes the gains made during
that period in four broad areas:

B AT
FeRtEiiigg

Modernizing
uman Resources
Administration

Reorganization—Five “Line” Departments At
the outset, HRA was a “loose confederation of over-
specialized bureaus and agencies with parallel and
overlapping functions and delivery systems. There
was a general lack of accountability. Services to
clients were ineffective, costly, and confusing. The
organizational problem was, therefore, given first
priority by the Task Force and the HRA staff when
they began working in 1971.

In January, 1973, a far-reaching Reorganiza-
tion Plan, based on a study by a Task Force team
headed by EDC Vice President Anthony M. Morelli,
was adopted by HRA. Primary aims were: (1) to
abolish the super-agency as an umbrella and to
move it into the role of directing operations through
line departments {2) to consolidate an assortment
of 19 semi-autonomous agencies and burcaus into
five efficient “line” departments, each with a firmly
fixed mandate for authority and direct account-
ability to the HRA Administrator (3) to clearly
delineate program jurisdictions by departmental
divisions and to fully integrate within each depart-
ment all services having common objectives and
related purposes and (4) within each department,
to separate planning of services from their delivery




and to provide a single, consolidated, integrated
delivery system for all of its services.

Implementation of the organization plan was
carried forward vigorously during most of 1973.
Other major projects were also substantially
advanced.

Coordinated Employment Services. In 1972, the
Task Force began a detailed study of all the em-
ployment systems, within and without HRA, avail-
able to recipients of public assistance. Many wanted
to work, it was found, but they were often lost in a
labyrinth of agencies and a maze of constantly-
changing laws and regulations.

Citywide, the Task Force found three separate
but parallel employment systems involving a total
of 327 agencies. Each system maintained its own
employer contacts, education and training facilities,
client data bases, and referral services—each opera-
ting with little regard for what the others were
doing, The simple registration of a client could
engage scores of different administrative units,
creating an endless “paper chase” in which process-
ing tended to take precedence over actual placement.

As one example of the need for coordination,
HRA was planning to establish a computerized
“job bank” at a cost of $4.5 million—although such
a facility was already being operated in the city by
the New York State Employment Service (NYSES).

Two strong steps toward coordination were
taken in 1973. Within HRA, a Department of
Employment was established to unify all the myriad
bureaus and agencies involved in job training and
placement. Meanwhile, City and State were coming
together, for the first time, in a wholly new concept
aimed not only to coordinate but to integrate their
employment programs and facilities. As an initial
step, HRA and NYSES joined in establishing a
Comprehensive Manpower Center (CMC), the
first of its kind.

Under this plan, the Center utilizes the NYSES
“job bank” which connects it with a broad range
of openings in the private sector. When HRA finds
Home Relief applicants to be medically employable,
they are referred to CMC. If they are not job-ready
for private sector placement, they are asgigned 1o
City jobs under the Work Relief Employment and
other programs. Efforts to qualify them for the
private sector are continued, however. By the end
of 1973, about 4,800 welfare recipients, who had

been found employable by HRA, failed to report
for placement. This reduced the cost of Home Relief
grants by $2.6 million a year.

Fiscal Procedures, Management, Productivity.
Among HRA’s most serious problems, the Task
Force found, was lack of uniform, modern account-
ing procedures. Beginning in 1971, a Task Force
Project Team studied 465 different fiscal transac-
tions in 20 accounting sections of HRA. On this
basis, the Task Force made 190 specific recom-
mendations for improved fiscal operations.

This led, in 1973, to the development of a
plan for a comprehensive internal accounting sys-
tem for HRA. The plan, if implemented, would
improve fiscal accountability in-all areas and enable
HRA to substantiate claims for reimbursement
from the State and Federal governments amounting
to many millions of dollars. As a management tool,
the new accounting system would also prevent over-
expenditures and provide for cost-benefit evaluation
of programs.

In “income maintenance” (welfare disburse-
ments) EDC helped HRA to make substantial im-
provements in systems, records management, and
computer utilization. In other areas of management,
HRA began to consolidate its purchasing operations
into a single system while a single Personnel Director
was assigned to unify a number of different per-
sonnel systems. Based on an EDC study, HRA’s
employee absence and lateness rates were reduced
by 33 percent.

Productivity was identified as a major HRA
problem when a sampling in four HRA central
units showed that personnel utilization ranged from
about 35 to 56 percent of potential. In 1973, a
pilot productivity program was begun with a Meth-
ods Improvement project at the HRA Income Main-
tenance Center at Fort Greene in Brooklyn. This
revealed that a 20 percent improvement in produc-
tivity could be achieved through operational change
—with further improvements available through
work measurement and scheduling.

Public Assistance Eligibility Determination. To
all those who meet the eligibility requirements, HRA
provides public assistance, under various state and
federal programs, Medicare, food stamps, and other
supporting services. Stated thus simply, the process
should be simple. Instead, the determination of




cligibility and the amount to be granted are com-
plicated incredibly by volumes of constantly-chang-
g laws, rules, and regulations. These create wide
margins of error,

One federal survey found, in fact, that nation-
ally more than 10 percent of those receiving public
assistance are ineligible, 23 percent are overpaid,
and eight percent are underpaid, causing an overall
national loss estimated at $1.2 billion a year. The
Task Force found an even higher percentage of
error and a probable loss exceeding $69 million
annually in New York City.

EDC then designed a new “Moduiar Approach
to Public Assistance Eligibility and Grant Deter-
mination” aimed to reduce errors to a minimum.
“Decision tables” were devised to simplify the ap-
lication of complex rules and regulations accurately
and rapidly.

DEVELOPMENTS OF 1974

With the change in the City Administration result-
ing from the 1973 elections, there also came a
change in official attitudes toward the HRA-EDC
relationship. Implementation of the Task Force
recommendations on HRA reorganization and other
major projects came to a virtual standstill at the
end of 1973,

EDC must, in all candor, report that it had
no choice but to reduce Task Force operations to
a bare minimum during 1974. Tt then focused on
those projects which showed some promise of further
development in cooperation with State and Federal
welfare and social service agencies.

Chief among these is the “Modular Approach
to Public Assistance Eligibility and Grant Deter-
mination” program. As noted, pilot-testing of this
EDC pian began in 1973 in cooperation with HRA
and the New York State Department of Social Ser-
vices at the Queens Welfare Center. Thus the meth-
odology of the “decision tables” was utilized, under
field conditions, to reduce errors in eligibility
determination.

Because of the nation-wide scope of the prob-
lem, the progress of the tests was reported to the
U.S. Department of Health, Education, and Welfare
(HEW). As the tests continued, HEW advised EDC
that it planned to make an initial grant to the State,
during 1975, of $300,000 to develop and ficld test
the methodology with a view to its national applica-
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tion. If the tests are successful, a continuation grant
of $300,000 would be made to computerize the
process. Thus a locally-generated program may be
working toward the solution of a problem which is
costing the nation’s taxpayers an estimated $1.2
billion a year.

During 1974, EDC continued to work with
the State on other projects including recommended
improvements in HRA’s accounting system. As a
result, New York State has designed and mandated
for statewide use, effective in March, 1975, a uni-
form set of support schedules for all claims sub-
mitted by welfare districts. These will classify all
expenditures, by program and type of service, at
the district level. The State is also designing, with
suggestions from EDC, a statistical reporting sys-
tem for all claims to parallel the support schedules
and provide accurate unit costs for public assistance,
Medicaid, food stamps and social services. Thus
unit costs will become a matter of public informa-
tion for the first time.

Other HRA operational improvements, begun
in earlier years, continued to exert a beneficial effect
in 1974. The Comprehensive Manpower Center
(CMC} further validated the principle of unified
City-State employment services. On the other hand,
the CMC example was not extended to a citywide
network of 12 such centers as EDC had recom-
mended. Improved HRA purchasing, personnel,
and income maintenance systems remained in place.
But overall, the year saw no significant progress
by HRA in the implementation of EDC
recommendations.

FOR THE FUTURE

intering 1975, the overall balance sheet showed
substantial returns on the 30 person-years of skilled
managerial time which EDC member companies
have invested in the EDC Task Force program at a
cost of approximately $770,000.

Actual budgetary savings arising from the
EDC/HRA Task Force projects can be documented
in some cases, for example: $16.3 million a year
in reduced program and administrative costs and
expenditures avoided; $12.2 million through con-
solidation of HRA manpower services in a single
Department of Employment; $3.9 million a year
in reduced employee absence and lateness costs;




$2.6 million in Home Relief grants ended by failure
to report for job placement, and $200,000 through
reduction in the number of top staff positions from
43 to 35.

But it is in potential savings—already identi-
fied, available, and, in some cases, under way—
that the greatest returns on investment lie. For
example, the Fort Greene pilot productivity project
identified potential cost reductions of about
$522,000. If applied to 39 other HRA Income Main-
tenance Centers, the estimated saving would be $20.8
million a year. Tf work measurement were applied
throughout HRA, the additional gain is estimated at
$30 million a year.

Use of EDC-designed “Modular Approach”
and “decision tables” would save at least $34 million
a year in HRA alone. Applied on a nationwide
scale—a potential result of the HEW-New York

State study—the eventual saving is estimated at
$566 million.

Potential Savings Listed at $356.1 Million . . .
Plus. All told, potential savings arising from Task
Force-HRA projects, initiated during or before 1973,
are estimated at $356.1 million a year in reduced pro-
gram and administrative costs. This, added to the
$566 million available through national application
of eligibility determination procedures, would bring
the total to $922.1 million a year. And the “social”
results—in terms of better and faster service to
clients, job satisfaction for agency employees, and
greater public confidence in the entire welfare pro-
gram—would be beyond calculation.

How many of these objectives will, in fact,
be attained? EDC will continue to work with the
State and Federal governments in areas where their
mandates can cause HRA to take the needed action.
(And this may, in time, apply to welfare and social
agencies in other cities throughout the country. )

But the real impetus must come from within
the City and HRA Administrations. EDC stands
ready to renew and strengthen the Task Force pro-
gram, confident that the business community will
fully support every necessary commitment. What
is vitally needed is the determination of City officials
to regenerate a governmental service of fundamental
social and economic importance to New York and
all its people.




REVIEW OF THE RECORD
In sheer size and cost, New York City’s public
schoo] system has been growing at a rate out of all
proportion to its enrollment. In educational quality
and effectiveness, however, the schools have con-
stantly declined. The more the system grew, in
fact, the less efficient it became.

This was the dilemima which, in 1971, caused
the Board of Education (BOE) and the Chancellor
to ask—unanimously—for management assistance
from EDC. In that year, a Task Force of “on loan”
executives began a thorough study of the organiza-
tion and operation of the 966-school system with
its annual budget of $2.5 billion, 130,000 em-
ployees, and 1.1 million pupils.

What the Task Force found was an administra-
tive wilderness, starting with the huge central
Board headquarters at 110 Livingston Street, Brook-
lyn. Tangled lines of authority and responsibility,
antiquated systems, red tape, and delay were throw-
ing roadblocks in the path of educational progress
at every turn.
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EDC Vice President and Task Force Chair-
man Edward A. O’Rorke and his aides joined
forces with school administrators in a concerted
attack on BOE’s most massive and complex man-
agerial problems. From 1971 through 1974, EDC
member companiecs contributed nearly 47 person-
years of specialized executive time, valued at $1.1
million, to Task Force projects without cost to the
City’s taxpayers. Outstanding improvements in
school operations have since been recorded.

BOE Restructured and Functionally Stream-
lined. The Task Force found that BOE’s “organiza-
tion chart” was, in fact, a shapeless agglomeration
of offices, bureaus, and agencies ill-related to each
other or to the system as a whole. This choked the
flow of communications and action, splintered the
centers of accountability, and rendered coordina-
tion almost impossible.

Complete restructuring of the cumbersome
headquarters complex, based on an EDC Reor-
ganization Plan, was unanimously approved by the
Board of Education early in 1973. In essence, the
Plan reshapes the entire structure into two main
functional alignments—one, the “educational arm,”
reporting to the Chancellor, the other, the “manage-
ment arm,” reporting to the Deputy Chancellor.
Thus lines of authority, responsibility, and account-
ability are clearly defined from top to bottom.

To strengthen the educational process, scores
of units are pulled together into four related-purpose
Divisions—High Schools, Community School Dis-
trict Affairs, Special Education and Pupil Personnel
Services, and Educational Planning and Support.
Similarly, logistic and administrative services are
realigned in three management Divisions—Business
and Administration, School Buildings, and
Personnel.

Implementation began immediately and has
since continued under successive Board of Educa-
tion Presidents Joseph Monserrat, Seymour P,
Lachman, and the incumbent, James F. Regan.
Chancellor Irving Anker, in announcing the reor-
ganization, said: “Emphasis will be on changes
needed—not for the sake of change but to ensure




that every dollar spent to support central services
makes a positive contribution to the education of
children.”

Full implementation of the Reorganization
Plan is expected to result in increased operating
efficiencies estimated at ten percent of total budget
—or $250 million a year. It should be noted, how-
ever, that this Plan, while representing a major im-
provement, was conceived in response to the views
of the Board at that time concerning certain key
personnel alignments. The Plan in its present form
cannot be viewed, therefore, as achieving the maxi-
mum in reorganization.

Payrolls, Fiscal Controls, a Management Infor-
mation System. While preparing the Reorganiza-
tion Plan, the Task Force began to remedy serious
deficiencies in the school systems fiscal controls.
One dramatic example occurred in payroll process-
ing, In 1972, the Task Force found that

—60 different payrolls were being pl‘OCFSSCd

—new teachers had to wait an average of six

months to get their first paychecks, and

—90 percent of those checks, whén they fi-

nally arrived, were incorrectly made out.

The number of payrolls was reduced to eleven,
procedures were modernized, and, by the end of
1973, paychecks were delivered promptly and ac-
curately throughout the system. Moreover, new con-
trols eliminated the continued payment of teachers
who were actually off the payroll—which, in 1971,
had caused overpayment of approximately $8
million.

In other fiscal areas, notable improvements
were launched beginning in 1972. Task Force anal-
ysis showed that BOE was virtually without effec-
tive audit and accounting systems in the modern
sense of those words. The Task Force made specific
recommendations for the staffing and standards of
a new Audit Investigation unit which BOE has
adopted. The Task Force is also studying the estab-
lishment of an up-to-date Budget Bureau capable
of classifying and controlling expenditures.

Meanwhile the Task Force studied BOE's
purchasing and warehousing procedures. A new
control system was installed which has since ma-
terially reduced unnecessary purchases and excessive
inventories. Operating economies in this area are
estimated at $10 million a year.

All these are important initial steps toward
EDC’s long-range objective—development of a
comprehensive Management Information System
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for BOE. It may take four to five years to complete
the System. But the goal, in terms of budgetary sav-
ings estimated at $70 million a year, is well worth
the effort.

Creating a “Mode!” for Community School Dis-
trict Organization. New and formidable manage-
ment problems faced the school system when, in
1969, the School Decentralization Law became
effective. This placed the City’s elementary and
junior high schools under community control for
the first time. The City was then divided into 32
Community School Districts each headed by an
elected, unsalaried Community School Board and
a Community Superintendent chosen by the Board.

Lacking in the Decentralization Law, how-
ever, were specific directions—or even guidelines
—for the organization and management of the
Districts. In 1973, the Community School Board
of District 24 in Queens called on EDC for help
in operating its 24 schools with their total enroll-
ment of 24,600 pupils. Accordingly, a special Task
Force team made an intensive analysis of the Dis-
trict’s structure and functions. This resulted in a
complete Reorganization Plan with lines of authority
and responsibility, job descriptions, and fiscal con-
trols clearly defined.

DEVELOPMENTS OF 1974

Continuing, culminating, and, in some cases initiat-
ing major Task Force programs, 1974 was a year
of achievement in the EDC-BOE relationship. Task
Force Chairman O’Rorke cites the “highlights” in
the progress recorded in these areas:

Management information System. In 1974, the
new Audit Investigation facility went into operation.
Payroll processing, purchasing, and inventory con-
trol procedures were further modernized and mech-
anized. Thus key components of the Management
Information System were put in place. Still needed
are a comprehensive statistical center and an Edu-
cational Information System—a central data bank
enabling all high schools to schedule students, sub-
ject by subject and class by class, and keep exact
attendance records.

Educational Accountability. Closely allied to
Management Information is the idea of a central
mechanism to monitor educational effectiveness in
individual schools. During 1974, EDC worked




with BOE for adoption of an Educational Account-
ability Program, previously developed by outside
specialists, to identify schools which are substandard
in educational achievement and to institute remedial
projects. A Senior Assistant to the Chancellor for
Accountability was named to develop the program.

Executive Development—Leadership Training.
To help build in-house managerial capabilities, a
management training course for BOE executives
was carried forward in 1974. EDC member com-
panies provided the specialists and facilities for
workshop sessions in executive self-development
and leadership. Prototype courses were documented
for application at management levels throughout
the system. In addition, arrangements were made
for several BOE executives to attend management
training courses which Citicorp provides for its
executives.

Community School Districts. With completion in
1974 of three Community School District organiza-
tion studies, EDC was asked to undertake two more.
This will provide the basis for a “model” plan for
CSD organization, fiscal controls, and manpower
utilization which can be applied in all 32 Districts.

FOR THE FUTURE

In assessing the results to date, it is well to remem-
ber the circumstances under which the Task Force
began work in 1971. In the previous six years,
BOE’s budget went up 80 percent and its total
employment rose 27 percent while the number of
pupils increased only seven percent. The school
system had hit “dead center” educationally and
administratively—but increased appropriations and
manpower were clearly not the answer to this
gigantic challenge.

Measured against the magnitude of the prob-
lem, the Task Force investment of 47 person-years
of executive time, valued at $1.1 million, is rela-
tively small. But BOE, perhaps because it had fallen
so far behind the times, proved an exceptionally
fertile field for innovative change. Since many other
big-city school systems face similar problems, New
York’s experience may provide an example of
potential national significance.

Budgetary savings, already substantial, are
expected to increase progressively as management
improvements now in process begin to exert their
ultimate impact. In such “housckeeping” projects
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as payroll processing, purchasing, and inventory
control, annual economies estimated at $30 miilion
are close to reality. In full implementation of the
Reorganization Plan, there is reasonable expecta-
tion of a ten percent increase in overall operating
efficiency equivalent to $250 million a year in re-
duced costs. The saving to be realized from the
Management Information System has a potential
of at least $70 million. Other economies may be
harder to trace—for example, Community School
District reorganization—but will be no less real.

In any case, the Task Force will continue,
during 1975, to assist BOE in strong implementa-
tion of projects now under way. Chancellor Anker
has termed the Task Force program “an entirely
new and different kind of business-government re-
lationship” and has warmly urged its continuance.

Looking ahead, Task Force Chairman O’Rorke
sees the need for a new study of critical importance
to the long-range educational effectiveness of the
entire City school system—an analysis looking
toward reorganization of the top structure of the
Board of Education itself. This would clarify the
lines between policy-making, the Board’s natural
function, and involvement in the day-by-day opera-
tions of the school system.

There is need also for an in-depth review of
current procedures of BOE’s Personnel Division.
General policy recommendations in this area should
be strengthened by more specific operational guide-
lings——and these should be made effective through-
out the system, including the Community School
Districts,

Mr. ’Rorke emphasizes that progress to date
in the revitalization of the school system would not
have been possible without “the strong spirit of co-
operation and the genuine determination to seek
improvement on the part of the Board, the Chan-
cellor, and the BOE staff.”

- “We have seen a breakthrough in the old
barriers between education and the business com-
munity,” Mr. O'Rorke says. “This new relationship
should be the basis of a permanent organization to
be known as the ‘Alliance for Education’ involving
all elements of business and the school system as
well as labor, community, and professional groups
concerned with school problems, Such an Alliance
has never before existed but it is vital for the en-
during improvement of the City’s services in the
development of its most important asset—its young
people.”




School Partnerships to‘“Renewal”

REVIEW OF THE RECORD

Concerned with the deepening problems of New
York’s “inner city” high schools, EDC and school
authorities agreed, in 1969, on the need to bring
the business community closer to the educational
process. In that year, experimental Partnerships
were launched, after intensive, four-month “feasibil-
ity studies,” in two City high schools in disadvant-
aged areas,

Teams of young, “on loan” executives from
EDC companies worked full-time with administra-
tors, teachers, students, and parents in an innova-
tive search for solutions to educational problems.
Avenues of exploration were opened wide. From
the start, the goal was “multiplier effect”—the de-
velopment of projects adaptable in other, similar
schools in New York and elsewhere.

From this venture there evolved a five-year
educational “research and development” program
costing, so far, $3.6 million including 61 person-
years of “on loan” executive services. Now, drawing
on the findings from this research, a model “School
Self-Renewal Process” is being developed and re-
fined to provide the plans and tools for more ef-
fective education in “inner city” schools throughout
the country.

EDC Vice President Floyd O. Flom, Director
of the Partnership program since its inception,
terms Renewal “a logical development, distilling the
results of a major educational project into a new
and more broadly usable process.”

Partnerships Established and Expanded—
Scores of Projects Tested. Beginning in 1969 at
Louis D. Brandeis High School in Manhattan and
James Monroe in the Bronx, the Partnership con-
cept was extended in the next year to George Wash-
ington in Upper Manhattan and Bushwick in
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—a Ventuhr‘e“inw‘ﬂ‘R & D”

Brooklyn. These four schools served as laboratories
in the drive to reduce high absence and dropout
rates and motivate young people toward further
education and careers.

Scores of innovative projects were initiated,
from 1969 through 1973, in these schools. Win-
nowed from this experimentation, a new body of
knowledge concerning educational change processes
emerged. EDC’s Educational Program Review Com-
mittee worked with top school administrators to
identify projects and processes which could usefully
be cultivated for “replication” in the 30 New York
high schools (out of a total of 96) where “inner
city” problems prevailed.

In some cases, the Partnership teams responded
to immediate and pressing challenges. At George
Washington, for example, the transcending problem
was school-community conflict. In the term just
prior to the Partnership, the school had been closed
20 percent of the time because of parent-led picket-
ing and student disruptions in the cafeteria. Here
the EDC team met with the parents’ committee to
secure their cooperation. They also recommended
improved food and service and organized student
patrols in the cafeteria. Reorganization of the school
security system and—since many disrupters were
non-students—the issuance of photo-identification
cards to all school personnel were also high-priority
projects.

George Washington has remained open ever
since and “ID” cards have become standard in many
of the City’s schools. With the roadblocks removed,
education at George Washington was energized by a
number of notable Partnership projects.

English-as-a-Second-Language (ESL). Many
New York schools have seen an influx, in late years,
of students whose “native tongues” were foreign.




An Fnglish-as-a-Second-language curriculum de-
veloped at George Washington is now being used
in 40 City high schools. ESL class attendance has
been far above average—as has student achieve-
ment. Requests for material concerning the program
have come to the Board of Education’s ESL Bureau
from many states and foreign countrics,

Attendance Improvement. At Brandeis, high pri-
ority was given to projects aimed to reduce cutting
and absence. Average daily attendance there has
been raised from the 70 percent range in 1969-70
to the 80 percent range in 1974-75. The Brandeis
“Operation Call-Up” project has been recommended
for citywide use and is now in effect in a number
of schools, as is its Intramural Sports program,
which also contributed to improved attendance.

Drug Education—“"Peer Group’ Style. At
Monroe, under the guidance of a teacher and as-
sisted by EDC, a drug information program known
as “The Brotherhood Establishment™ was originated
in 1969-70. Student-led, the plan utilized the “peer
group” principle wherein students act as counselors.
The program, further refined at Brandeis, served
as a model for use in 30 City high schools.

Peer-Mediated Instruction. A new approach to
the teaching of remedial reading and mathematics
is Peer-Mediated Instruction (PMI), a method by
which students teach each other. Paired at random,
and using programined materials, one acts as
teacher, the other as student—then their roles are
reversed. Each progresses at his own rate to mastery
of the subject matter. Developed at Bushwick, the
PMI application to mathematics is now being ex-
tended to 20 other high schools on a pilot basis.

Career Education and Motivation. Many “inner
city” young people find it hard to visualize them-
selves as candidates for good jobs and satisfying
careers—even though the “world of work™ may be
only a subway ride away. This psychology acts as a
disincentive to study and self-improvement. In all
the Partnership schools, therefore, close attention
has been given to career education and motivation.
Job readiness and career orientation courses were
instituted early in the Partnership programs at
Brandeis and Monroe.
Serving as models for widespread application
are two courses which began at Bushwick. The
first, called LIFE (Looking Into Future Employ-
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ment), is designed to make students aware of their
own interests and aptitudes, the career possibilities
open to them, and the educational paths leading to
those opportunities. The positive response of stu-
dents to the course led the Bushwick faculty to re-
organize their entire ninth grade to introduce Career
Exploration units into all ninth-grade subjects {ca-
reers using science, mathematics, social science, art,
and so forth) and to provide group career counsel-
ing to all ninth graders. Another medel project is
the Career Opportunities Resource Center and pro-
gram at George Washington which provides a con-
tinuous flow of current and usable career information
to all students and coordinates career education
efforts in the school.

These are a few of the many Partnership pro-
jects which demonstrate the validity of the new
High School Self-Renewal program. In determining
its course, EDC’s Educational Review Committee
played a major role. The Commitiee includes Dr.
Gordon T. Bowden, Director of Educational Rela-
tions of American Telephone and Telegraph Com-
pany, Dr. Lloyd M. Cooke, Director of Urban Af-
fairs of Union Carbide Corporation, and Wallace
(. Fulton, Vice President of Equitable Life.

DEVELOPMENTS OF 1974

In the transition from Partnerships to School
Self-Renewal, 1974 was a significant year, The five-
year “R & D7 effort in each of the four Partnership
schools had demonstrated that, despite their unique
characteristics, each of the schools, with some as-
sistance in planning and goal-setting, followed by
research and development by school staff with a
modest research budget to implement the goals,
could revitalize and renew its own programs. The
*R & D” effort also demonstrated, however, that to
assute commitment to change, each school had to
make its own decisions regarding goals and priorities
based on its own asscssment of needs and the best
use of available resources.

. Essentially, the Self-Renewal process is de-
signed to facilitate planning and provide the re-
sources, leadership, and initiative within each school
to enable it to undertake its own problem-solving
and program-improvement effort and to continue
that effort as a way of life. The “R & D effort
demonstrated that the schools do, indeed, have the
creative and dedicated talent within them to under-
take this sort of “do-it-yourself” action. Thus the
development of replicable processes, models and




manuals became the primary objective of the Self-
Renewal Demonstration Project, which will con-
tinue through 1977.

Eight Schools Involved. In eight City high
schools, including the original four, demonstration
projects were initiated to refine and validate the Re-
newal design. Program Director Flom and other
project personnel worked closely with school prin-
cipals and newly appointed Renewal Coordinators
(a teacher from each school) in the formation of
planning and program review committees and the
start-up of research and development projects.

“All elements of a school and its surrounding
community should participate in the Renewal pro-
cess,” says Dr. Flom. “At the same time, we must
recognize that, if Renewal is everyone’s job, it is no
one’s job. Some individual must be specifically as-
signed to lead and coordinate the program—that is
why the Renewal Coordinator’s position is critical.”

BOE Commitment Increased—NIE Enters the
Program. From the start, leading educators in the
New York City school system have given warm sup-
port to the evolving School Self-Renewal program.
Chancellor Irving Anker expressed his thanks to
Chairman Champion and the EDC Board of Direc-
tors at a recent Board meeting. Samuel Polatnick,
Executive Director of High Schools, and all the
principals of the Partnership schools—Murray Cohn
of Brandeis, Samuel Kostman of George Washing-
ton, Irwin Fleischner of Monroe, and Leonard Gelber
of Bushwick—have publicly stated their apprecia-
tion of EDC’s beneficial impact on their schools.

In 1974, Mr. Polatnick put the resources of
his Division of High Schools into the large-scale de-
velopment of the Self-Renewal Process. In 1974-75,
for example, he authorized an outlay of $600,000
in teacher time and “R & D” funds to support the
program.

Recognizing the possibilities of Self-Renewal
in the widespread improvement of “inner city” edu-
cation, the federal National Institute of Education
(NIE) has meanwhile earmarked $240,000 over a
three-year period to help refine the Self-Renewal
Process model for nation-wide application. NIE has
also retained an educational consulting firm to an-
alyze, document, and disseminate information con-
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cerning Self-Renewal to urban school systems
throughout the country.

“Open Doors” Career Program Continues
Under EDC Sponsorship. In a separate but
closely related area, EDC, in 1974, assumed re-
sponsibility for the continued operation of “Open
Doors,” a non-profit career education resource ser-
vice directed to counselors and teachers in the junior
and senior high schools. During 1974, Open Doors
published and distributed to all secondary schools
guides to business and community resources in the
Boroughs of the Bronx, Queens, Brooklyn and
Staten Island, The guides list several hundred
companies and other organizations wishing to assist
educators in making career opportunities and edu-
cational requirements better known to the students.
Chancellor Anker assigned two teachers to assist
Open Doors in preparing curriculum material, con-
ducting workshops, and bringing students and the
world of work closer together with the help of local
Chambers of Commerce, labor, and other com-
munity groups.

FOR THE FUTURE

In all human endeavors, a research and develop-
ment program calls for initiative, commitment,
hope, and patience, New York City’s “R & D” ven-
ture in public education has uniquely involved the
business community and the school system in a
five-year investment of $3.6 million. This includes
61 person-years of “on loan” executive time valued
at $1.5 million, $1.1 million in administrative costs
from corporate and some foundation sources, and
more than $1 million from the Board of Education,
largely representing the “assigned time” of teachers,
administrators, and specialists.

From these investments, no returns can ever
be stated in cash terms. The only “bottom line” will
take the form of lives made more meaningful and
fulfilling careers opened through the realization of
educational opportunity. These objectives have been
sufficient to stimulate further investment and attract
new “venture capital”’ to the ongoing program.

With a clear course ahead, EDC, bespeaking
the further support of its constituents, will continue
to work with its educational partners toward the
goal of effective Self-Renewal in the “inner city”
schools of New York and America.




Finding the Economic Facts
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—the City’s Crucial Issues
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REVIEW OF THE RECORD

EDC’s primary aim, from the start, has been to
help create an economic “climate” favorable to
maximum employment and opportunity for the
city’s people. To this end, EDC has sought “to help
bring business capabilitics to bear on vital urban
problems”—notably in the revitalization of govern-
mental services to the citizen. Underlying all EDC’s
programs has been a continuous process of in-depth
economic research.

Many factors affect the urban “climate” and
these must be monitored in much the way in which
meteorologists measure the trends affecting the
weather——at short range and long. EDC analyzes
and interprets economic trends in terms of their sig-
nificance to the city’s future. Today’s emerging prob-
lems often presage the crucial issues of tomorrow.

EDC Research Vice President Roland J, Del-
fausse points out that: “The increasing impact of
government on the city’s entire economy must be
the foremost concern not only of business but of all
the 3 million New Yorkers who look to the private
sector for jobs.” Many of EDC’s research reports
were “early warning signals” of the fiscal crisis
which New York City faces today. Other EDC
studies have identified deficiencies in public policy
which have seriously affected the city’s economic
‘progress.
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Clerical Manpower, Publicly-Financed Train-
ing, Housing and Rent Control. Among EDC’s
major research reports was one entitled “New York
City’s Clerical Manpower Requirements and Prob-
lems” (June, 1970). Based on a comprehensive
survey of the city’s major employers, this study was
a forecast of the number of clerical jobs which
would be open in the private sector during the next
five years. This revealed a wide gap between the
number of jobs available and the number of peo-
ple properly prepared to fill those jobs—even at
“entry level.”

Clearly, much of the problem traced back to
cducational deficiencies and high dropout rates in
the high schools. Just as clearly, this showed that
EDC was “on target” with its newly-instituted
School Partnership program.

EDC’s concern for employment in the city
took the form of another major research report on
“New York City’s Publicly-Financed Manpower
Programs -— Structure and Function” (January,
1971). This report, a significant “first,” took in-
ventory of the City’s multiplicity of manpower train-
ing agencies, supported in whole or in part by city,
state, and federal funds.

Some 44 programs, costing an estimated $120
million a year, were identified. EDC termed them




“fragmented, overlapping, and duplicative while, at
the same time, inadequate for all important areas
of need.” This report became a fundamental refer-
ence work on continuing efforts to coordinate train-
ing programs and make them more effective
throughout the city.

Another critical economic problem was rec-
ognized when EDC issued “A White Paper—Hous-
ing, Rent Control, and the Future of New York
City’s Economy” (May, 1970). Here EDC offered
an eight-point program to revive the city’s dwindl-
ing housing industry, stimulate new “starts,” and
check the rising number of abandonments. The
program proposed “steps to move controlled rents
to market levels as rapidly as feasible,” warning that
“Today’s projections of increased clerical and super-
visory employment will have little meaning if,
tomorrow, employees have no place to live.” While
the report had some effect at the time, the warning
went largely unheeded. At long range, the public
policy changes needed to regenerate housing in New

York are fully blue-printed in EDC’s 1970 report..

Fiscal Problems, Pensions, Collective Bargain-

ing, Public Pay Levels. EDC’s very first research
report, in 1966, was “Policy Study #1—An Analy-
sis of the Impact of Taxes on Jobs in New York
City.” Trends and policies were already at work,
however, which would lead to today’s fiscal crisis.
EDC identified mounting City labor costs as a root
cause of the spiralling taxes which now lay such a
heavy burden on the New York economy. City
employee pension costs have escalated sharply in
recent years. Collective bargaining agreements on
pensions are easy to fulfill in the initial years. Then
their costs become mountainous as added benefits
take effect.

Little-known facts concerning this problem
were brought to public—and official— attention by
EDC’s report on “Pension Changes in New York
City—1962-72" ( August, 1972). For the first time,
the true dimensions of the pension problem were
drawn and their implications explored. The report
noted the trend toward lower retirement ages and
higher benefits — over and above Social Security.
“There is serious question,” the report said, “whether
the City can sustain pension benefits which exceed
25 percent of annual payroll.”

New light was thrown on another growing
problem by EDC’s report on “New York’s Public

Sector Collective Bargaining” (June, 1973). This
showed that 85 percent of public employees in New
York State and its political subdivisions were in-
cluded in collective bargaining units, as against a
little more than 33 percent in the private sector. In
their competing demands for increased pay and
fringe benefits, the unions were engaged in a never-
ending “leapfrog” process which was lifting public
pay scales to a level well above those in the private
sector,

EDC noted that New York’s governmental
growth rate far exceeded the national average and
warned that, if current trends continued: “Cities
face the alternatives of reducing services, or sharply
increasing taxes, or both.”

In another “landmark” study, EDC reported
on “Public Pay Levels and Employee Costs in New
York City” (November, 1973). This drew the de-
finitive distinction between “assumed” and “real”
compensation of public employees. The report
found that the total compensation of City employees
in five major categories actually exceeded their
“base pay” by 31 to 49 percent when premium pay,
fringe benefits, and pensions were included. Thus
the base (or “assumed”) pay of policemen was
$14,300 a year but the total (or “real”) compensa-
tion was $21,359. Similar comparisons were found
in the case of the firemen, teachers, and sanitation
workers. Said EDC:

“The importance of public recognition of cur-
rent earnings and total compensation levels for
public employees rests in the fact that current and
future labor negotiations move from the existing
base and affect not only the base pay but many of
the fringe benefit costs to the City.

“Where the uniformed services are concerned,
any pay increase for one union quickly translates
into similar increases for all . . . The ultimate result
of a $1,000 pay adjustment for one union, then,
translates into a total cost of $120 to $125 million
a year.”

Widely recognized, studied, and quoted at the
time of their issuance, many EDC reports have sub-
sequently become “standard” source documents of
increasing relevance in the areas they cover. In the
case of public employee pay, the EDC method of
computing total compensation is now widely used
by the news media, providing the public with a more
accurate picture of true labor costs.




DEVELOPMENTS OF 1974

As the clouds of fiscal crisis deepened over the
City, another EDC study put the spotlight on an
issue of major concern to all citizens. This was the
report on “Labor Costs in New York City’s Transit
Authority” {(March, 1974). While the survival of
the 35-cent fare was already under debate, this re-
port found that labor costs of the tramsit system,
estimated at $674 million a year, actually exceeded
anticipated revenues by about 24 percent.

“If ridership holds up at currently assumed
levels, it would require a fare in the neighborhood
of 46 cents to meet present labor costs,” the report
said. “This would still leave the Transit Authority
with an operating deficit of $120 million.”

The report noted that Transit Authority em-
ployee earnings had risen by 85 percent between
July 1, 1965 and July 1, 1973 as against 56 per-
cent for manufacturing employees in the private
sector and 50 percent for those in wholesale and
retail trade. TA earnings more than kept pace with
increases in the cost of living throughout the years
1966-73, EDC said.

Also in 1974, EDC identified a “major fiscal
crisis” in the operation of the City’s Mitchell-Lama
middle-income housing program which, it said,
“must uitimately impose serious burdens on the
City’s already troubled budget.” This was revealed
in a report on “The Financial Straits of the New
York City Mitchell-Lama Program” completed in
late 1974 by Robert T. Newsom, EDC Senior Re-
search Associate, for early 1975 release.

“Roughly $26 million is currently owed the
City from Mitchell-l.ama apartment house opera-
tors or tenants,” the report said. “Uncollected debt
service costs and fees have been growing at about
$6 million a year. In addition, the program creates
charges to the City’s 10 percent debt limit of ap-
proximately $250 million each year . . . Combina-

21

tions of poor management and less-than-inspired
City and State regulation are at the root of the
problem. The City Housing and Development Ad-
ministration is aware of the scope of these financial
ills. It is trying hard to correct them. Yet, for various
reasons, It is not likely to find any substantive rem-
edies without major policy and management over-
hauls.”

Thus again the need for improved organiza-
tion and management of City agencies is brought
out as it was in the case of the courts, the Human
Resources Administration, and the Board of Educa-
fion.

FOR THE FUTURE

In these times of continuing fiscal crisis, the correct
compilation and interpretation of economic infor-
mation becomes more important than ever. EDC
will continue to probe for the underlying causes of
the crisis—and their remedies—while searching for
guideposts on the road back to economic progress,
maximum employment, and opportunity for the
city’s people.

Governimental costs exert a heavy impact on
every aspect of New York’s economic structure.
EDC’s Task Forces, by helping to make government
more efficient, are serving a primary purpose. There
is vital need also for reappraisal of the public
policies which motivate governmental operations.
Means must be found to evaluate the costs and
benefits of large-scale government expenditures so
that goals can be set and priorities defined.

For this reason, public opinion must be more
fully informed concerning the choices which the city
faces. If today’s crisis generates a civic reawakening,
then the issues must be clearly drawn, Given the
facts, citizens can make wise decisions-—and in this
process, EDC will seck to make a definitive con-
tribution.




i Rt i U

Sy

‘.n"-’)"

- .!!

Ry

REVIEW OF THE RECORD

New York City was losing industrial jobs at a rate
greater than that of most other cities when EDC
began operations in late 1965. EDC undertook a
study of the reasons why industrial companies were
leaving the city in such numbers.

Sheer lack of space available for expansion
proved to be the foremost reason. There was, of
course, the general national decline in manufac-
turing employment due to automation and other
factors. But EDC found that the great majority of
the companies surveyed really wanted to stay in
New York. They simply couldn’t find “elbow room”
for growth,

Back of this problem was another. New York,
as a city, had no public policies aimed to attract,
encourage, or hold industry within its borders. Nat-
ural advantages had made New York the nation’s
foremost industrial employer, through the years, so
there seemed no need to stimulate growth. Mean-
while other cities throughout the country were
offering substantial inducements to industry in the
form of tax abatement, loans, mortgage guarantees,
and so forth. In fact, scores of offices were—and are
—maintained in New York by cities, states, and
foreign countries seeking to steer industrial devel-
opment their way.

Public Development Corporation. In 1966, EDC
initiated the formation of the non-profit Public De-
velopment Corporation (PDC) broadly chartered
to buy, sell, lease, and operate industrial land and

Economic Development
in a Time of Change

facilities throughout the city. This was a business-
government “joint venture” in which the City and
the business community advanced equal sums for
“start-up” purposes.

PDC launched a major development program
at the College Point Industrial Park in Queens, laid
the groundwork for the big Staten Island Industrial
Park, and started a series of “vestpocket” parks in
Brooklyn and Queens. A PDC “landmark” is the
new Western Electric Company Communications
Products Center at College Point. This $10 million,
500,000 square-foot facility, employing some 1,600
persons, stands on 26 acres of the 560-acre indus-
trial park where PDC is developing other industrial
sites—as well as constructing playgrounds and base~
ball fields for community use.

Also at College Point, PDC found the gaunt
skeleton of an unfinished motel left over from the
1964 World's Fair. This became the Whitestone
Plaza Office Building, a handsome and useful struc-
ture which was fully rented by the end of 1973.
Other College Point developments include a 175,000
square-foot- Lamp Division facility of the Westing-
house Electric Corporation and sites for Industrial
Fasteners Corporation, the North American Speci-
alties Corporation, the S & S Carting Company, and
the Martin Paint Company.

PDC, along with the City’s Economic Devel-
opment Administration, played a major role in the
struggle to keep the long-established manufacturing
facilities of the S & S Corrugated Paper Machinery
Company, with 560 employees, in the Northside




section of Brooklyn. Reluctant to leave the city,
S & S had nevertheless purchased a new plantsite in
New Jersey. City offictals offered help with expan-
sion plans at the Brooklyn site and, after many
vicissitudes, the expansion plan was finally adopted
and the company agreed to remain.

In its initial years, PDC received financial
assistance from EDC of about $ 100,000 a year but,
in 1971, the new corporation became self-sustain-
ing. By the end of 1973, PDC was able to report
that 20 projects in operation or under development
would include 70 acres of redeveloped industrial
sites, 1.5 million square feet of new industrial
floorspace, providing 6,300 jobs and paying $5.2
million annually in local taxes.

Modernizing Land-Use Policy. Coincident with
the founding of PDC, major changes in New York’s
land-use policy were initiated through the City’s
Economic Development Administration (EDA),
the City Planning Commission, and other agencies
working closely with EDC. These changes included
the extension of lease terms on City-owned land
from ten to 99 years and the insertion of a “line
item” in the City’s capital budget for the acquisi-
tion of industrial land. Thus, for the first time, New
York City adopted a conscious policy of encourag-
ing industrial development, putting itself in a better
position to compete with other cities.

Using these tools, EDA put together a network
of industrial parks including the huge South Bronx
Industrial Zone and the former Brooklyn Navy
Yard where Seatrain Lines began a $120 million
shipbuilding program.,

Convention and Exhibition Center. While New
York attracts some 16 million tourists and confer-
ence participants yearly, it is far from “Number
One” among America’s cities in the matter of con-
vention and exhibition facilities. The problem had
long concerned business and government leaders.
In 1966, EDC supervised two expert studies—one
on feasibility and another on location—to explore
the possibilities of a new Convention and Exhibition
Center for New York. This (like PDC) was a “joint
venture,” financed in part by the business com-
munity through the Convention and Visitors Bureau
and in part by the City.

In 1971, legislative approval was given to the
formation of a Convention-Exhibition Corporation
to build the facility along Manhattan’s Hudson
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River waterfront between 44th and 53d Streets.
With 750,000 square feet of meeting and exhibition
space—-plus hotels, restaurants, and parking facili-
tics—the Center would be the nation’s largest. On
the long journey toward completion, the project has
since encountered many delays and obstacles. It is
designed to generate $150 million in business for
the city’s cconomy and create 4,000 new jobs.

Brownstone Revival—Redeeming a “Hidden
Asset.” In a score of neighborhoods throughout
New York are thousands of fine old townhouses,
known as “brownstones.” Dating back to the Nine-
teenth Century, most of them had fallen into dis-
repair through the years. Structurally sound and
well worth restoration, they have remained among
New York’s “hidden assets” for decades.

Under EDC auspices, the Brownstone Revival
Committee (BRC) was formed in 1968, bringing
into focus a trend toward restoration of these stately
structures as homes for modern families. “Brown-
stoners,” as they are now known, are largely drawn
from the juntor executive and professional ranks—
some from city apartments and many “back to the
city” from the suburbs. D. K. Patton, then with
EDC, gave impetus to BRC. Mrs. Dorothy Kahn
has been its public-spirited Executive Director since
its inception.
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BRC scon became a lively clearing house of
information for “Brownstoners.” From its office in
EDC headquarters, it issues newsletters and guides,
conducts surveys, seminars, and tours, and encour-
ages “Brownstoners” with technical and financial in-
formation. BRC’s membership is 2,300. Its Board
of Directors now includes representatives of major
banks, utilities, and insurance companies, denoting
their interest in reversing the deterioration of hous-
ing in the city.

On the economic side, whole neighborhoods
have been regenerated—some on an integrated
basis—with an increase in the City’s tax revenues
and a pick-up in nearby shops and restaurants,
Savings deposits in a local bank near the Park
Slope area of Brooklyn have increased by $35 mil-
lion since the restoration began there. On the
human side, the city’s population “mix” is being
energized by the injection of good, young citizens
and their families. Community-minded, deeply in-
terested in their city’s future, they are the biggest
asset of all.

DEVELOPMENTS OF 1974

Five PDC projects were completed and went into
operation during 1974. These included Westing-
house Electric, North American Specialties, S & S
Carting Company and the Equipment Mart at Col-
lege Point, and Masonry Systems Inc. on Staten
Island, The first new plant in the S & S Corrugated
Paper Machinery Company complex in Brooklyn
was opened with dedication ceremonies, Under joint
City (EDA), and New York State Department of
Commerce auspices, a 17-acre property in the North
Bronx was acquired and put into operation by
Farberware Inc. A number of other EDA projects
were completed or advanced during the year.

Sponsored by the Brownstone Revival Com-
mittee, the first national “Back to the City” confer-
ence was held at the Waldorf-Astoria in September,
1974. Some 236 preservationists, from 63 cities in
27 states, attended the three-day series of panels
and workshops and made a tour of New York
brownstones. A permanent national “Back to the
City” organization is being formed.
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All told, the “brownstone movement,” which
began about ten years ago, has so far resulted in
the rehabilitation of an estimated 120,000 units of
housing in New York and has produced a high
percentage of owner-occupancy throughout the city.
Now, with new housing projects at a virtual stand-
still, brownstones are moving to the fore as a major
urban resource for the future. Rehabilitation costs
are about 33 percent lower than new construction,
even starting with a “shell.” Now BRC is backing
legislation to authorize “homesteading”~—i.e., the
rescue of abandoned dwelling structures by indi-
viduals or groups willing to rehabilitate and live
in them.

FOR THE FUTURE

In a survey made in 1967, EDC asked a representa-
tive group of leading New Yorkers to list what they
considered to be the city’s assets and liabilities as a
viable place for people to live and work. The replies
—despite the deep national concern over problems
of the “urban crisis”—showed that the city's assets
far outweighed the liabilities in the minds of these
leaders. Indeed, they expressed a basic spirit of
hope and confidence in New York and its future,
clearly rejecting the cynicism and pessimism which,
on the surface, appeared to prevail at that time.

As a result, EDC and its member companies
sponsored a series of full-page newspaper advertise-
ments describing the city’s many distinctions as a
unique center of economic, educational, and cul-
tural opportunity. The series, prepared as a public
service by Young and Rubicam, Inc., appeared only
in New York papers because it was meant to inform
New Yorkers and refresh their own appreciation of
the assets they shared.

Through the years, New York's business com-
munity has continued to express its faith in the city
and its future through EDC’s Task Force programs,
its work in the high schools, its economic research,
and its developmental efforts create a “climate”
favorable to maximum employment and opportu-
nity for all New Yorkers. This is the way in which
business will continue to work toward the real goals
of “social responsibility” in a time of change.







