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Senator Proxmire, members of the Senate Banking Committee.

Less than a thousand days ago some of us who are gathered in
this room today faced each other across tThese same tables. With mutual
objectives and mutual goodwill we worked out a plan which won the
approval of the Congress and the President and which protected the
City of New York from impending bankruptcy.

We are today grateful for the help of the Committee in 1975
and for your willingness to consider the merits of our case as we
return to the subject of New York's survival.

None of us can claim to have had a clear and accurate vision in
1975 of the precise condition of the City in 1978.

In my own testimony before the Committee, given on October 23, 1975,
I hazarded the following view of the future:

"No one can say for certain, but assuming that default will have
been averted, it is reasonable to expect that the City can begin on
a small and gradual basis to issue long-term debt to fund its capital
expenditures.

"It is true," my statement continued, 'that investors act on
emotion as well as logic, and the fact of fiscal reform, when accomplished,
combined with aveoidance of defauli, may not promptly re-admit New
York to the capital markets., But we know that the alternative of
default, if it occurs, will seal the markets to New York for an
inevitably longer period, thus prolonging our dependency; will lose
for us, probably forever, entire classes or investors who would never
touch a debt instrument flawed by default; will further erode our
economy as business firms flee the hazards and uncertainties of a
bankrupt city with no hope for recovery; will probably trigger the
default of New York State, and bevond this, will have national and
international consequences Which none of us can foresee."

Now, 'in 1978, we are criticized in some cuarters because the
recovery of New York is not vet assured...because we are still unable
to borrow in the capital markets...beacause we must return here to ask
for the help we need to finish the job.

But surely the men and women who have distinguished this Senate
by their leadership over two hundred years have again and again assumed
the responsibility to deal with the unfinished business of their day.

In February, 1931, the Congress passed a modest bill sponsored
by Senator George Norris to combat the threatened bankruptcy of
thousands of families, businesses and municipalities by construction
of a dam at Muscle Shoals in Alabama. The projected cost was $33 million.






