REMARKS BY MAYOR EDWARD I. KOCH
CITIZENS BUDGET COMMISSION ANNUAL DINNER
WALDORF ASTORIA HOTEL
WEDNESDAY, JUNE 15, 1983

THANK YOU, LARRY HUNTINGTON.

GOOD EVENING,

TONIGHT, WE ARE HONORING GOVERNOR MARIO CUOMO. WE ARE SIX
MONTHS INTO HIS ADMINISTRATION. ALL OF THE COMMENTARIES THAT 1
HAVE SEEN AND MY OWN PERSONAL OBSERVATIONS ARE THAT ON EVERY
OCCASION WHERE A DECISION WAS CALLED FOR AND LEADERSHIP REQUIRED
HE MADE THE RIGHT DECISIONS AND DISPLAYED THE LEADERSHIP NECESSARY
TO WIN THE BATTLE.

THE CITY OF NEW YORK OBVIOUSLY WAS MORE THAN AN INTERESTED
BYSTAMDER IN THE BUDGETARY NEGOTIATIONS OF THE STATE LEADING TO
WHAT WE ALL HAVE REFERRED TO AS AN EXEMPLARY BUDGET -- BROUGHT
IN AHEAD OF TIME, BALANCED AND FAIR TG THE CITY OF NEW YORK. AS
MAYOR OF THE CITY OF NEW YORK I HAVE AN OBLIGATION TO WORK WITH
WHOMEVER THE GOVERNOR IS. IT IS PARTICULARLY IMPORTANT, HELPFUL,
AND FROM A PERSONAL POINT OF VIEW,PLEASURABLE,TO WORK WITH
SOMEONE WHO IS DOING A GOOD JOB AND IS A FRIEND OF THE CITY.
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TWO YEARS AGO, WHEN I WAS HONORED TO RECEIVE THE COMMISSION’S
AWARD FOR HIGH CIVIC SERVICE, ! USED THAT OCCASION TO POINT TO
THE DRAMATIC IMPROVEMENT IN THE CITY'S BUDGET OUTLOOK. TONIGHT
I WOULD LIKE TO TOUCH ON THAT SUBJECT ONCE AGAIN., AFTER ALL,
ISN'T THAT A NATURAL DISCUSSION TOPIC BEFORE A COMMISSION THAT
HAS BUDGET AS ITS MIDDLE NAME?

BY NOW YOU HAVE NO DOUBT HEARD THAT NEW YORK CITY IS ABOUT
TGO END ITS CURRENT FISCAL YEAR WITH A BUDGET SURPLUS OF OVER $500
MILLION, NOT ONLY IS THIS THE LARGEST SURPLUS THAT THE CITY HAS
EVER RECORDED IN ITS 350 YEAR HISTORY, IT IS ALSO THE LARGEST
SURPLUS RECORDED THIS YEAR BY ANY STATE OR CITY IN THE UNITED
STATES - BAR NONE! AND I MIGHT ADD IT COMPARES RATHER FAVORABLY
WITH THE $2.8 BILLION BUDGET GAP THAT WAS CRIGINALLY PROJECTED
FOR FISCAL 1983, FOUR YEARS AGO,

YET, DESPITE ALL THE GOOD NEWS, DESPITE THREE YEARS OF
CONSECUTIVE SURPLUSES, THERE ARE THOSE WHO SAY THAT THE CITY STILL
FACES STRUCTURAL IMBALANCE. WAIT TILL NEXT YEAR, THEY CONTINUALLY
WARN, WHEN THE FISCAL ROLLER COASTER FIMALLY DERAILS -- PLUNGING
THE CITY INTG THE ABYSS OF FISCAL DESPAIR,

THESE ARt THE SAME PEOPLE, [ MIGHT ADD, WHO MMONTHS AGO WARMED
THAT IT MIGHT BE TOO OPTIMISTIC TO ASSUME THAT THE CITY WILL EVEN
BE ABLE TO BALANCE ITS FISCAL 1983 BUDGET LET ALONE HAVE A SURPLUS,
SO, THEIR PROJECTIONS ARE SOMEWHAT SUSPECT. BUT, FOR THE MOMENT,
LET'S FORGET THEIR TRACK RECORD AND EXAMINE THE FACTS,



STRUCTURAL BUDGET IMBALANCE, TO MY MIND, MEANS THAT EXPENDITURES
ARE GROWING FASTER THAN REVENUES, THAT REVENUE GROWTH IS T0O
SLUGGISH OR EXPENDITURES ARE WILDLY OUT OF CONTROL. LET’S SEE IF
TONIGHT WE CAN'T DISCOVER THE ROOT CAUSE OF OUR “STRUCTURAL
IMBALANCE"; THAT STRANGE BUT SO FAR UNDIAGMOSED MALAISE THAT
AFFECTS FUTURE BUDGETARY PROJECTIONS BUT NEVER FISCAL REALITY.

THE FIRST STOP IN QUR LITTLE SEARCH IS THE SO CALLED ECONOMICALLY
SENSITIVE TAXES, THESE TAXES SUCH AS THE SALES TAX, PERSONAL
INCOME TAX AND BUSINESS TAX COMPRISE OVER 40 PERCENT OF THE
REVEMUES AVAILABLE FOR BUDGET BALANCING PURPOSES, WELL, SINCE
FISCAL 1979 THESE REVENUES HAVE GROWN FIFTY PERCENT FASTER THAN
INFLATION AND ARE GROWING AT A RATE CLOSE TO DOUBLE THE INFLATION
RATE THIS YEAR ~ NOT BAD FOR A PERIOD OF NATIONAL RECESSION. BUT
THAT GROWTH IS HARDLY SURPRISING WHEN YOU LOOK AT THE UNDERLYING
STATISTICS ABOUT THE LOCAL ECONOMY,

AFTER ALL, DO YOU KNOW WHICH CITY HAD THE LARGEST GROWTH IN
REAL PER CAPITA PERSONAL INCOME IN THE NATION IN THE LAST TWO
YEARS? IF YOU GUESSED HOUSTON, DALLAS OR SAN DIEGO, YOU WERE
WRONG., THE CORRECT ANSWER IS NEW YORK,

AND WHICH CITY AMONG THE MATION'S MAJOR CITIES HAD THE LOWEST
INFLATION RATE OVER THE PAST FIVE YEARS? THE ANSWER, ONCE AGAIN,
IS NEW YORK,
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AND WHICH CITY HAS MORE THAN TRIPLED THE NUMBER OF FOREIGN
BANKS DOING BUSINESS IN IT DURING THE LAST TEN YEARS AND NOW HAS
MORE FOREIGN BANKS THAN THE NEXT SIX U.S. BANKING CENTER’S
COMBINED? YOU HAVE PROBABLY FIGURED OUT THE ANSWER TO THIS
ONE ALREADY,

SO CERTAINLY OQUR ECONOMICALLY SENSITIVE TAXES ARE NOT THE
SOURCE OF OUR STRUCTURAL IMBALANCE. LET'S LOOK FURTHER., SOME
34 PERCENT OF OUR REVENUES AVATLABLE FOR BUDGET BALANCING ARE
GENERATED BY THE PROPERTY TAX. BUT THERE IS CERTAINLY NO LACK OF
GROWTH IN OUR PROPERTY TAX BASE. OVERALL, PROPERTY VALUES IN
THE CITY HAVE MORE THAN DOUBLED IN THE LAST SEVEN YEARS AND
THE VALUE OF OUR COMMERCIAL AND INDUSTRIAL PROPERTY INCREASED BY
75 PERCENT IN THE LAST TWO YEARS ALONE.

IN FACT, WE HAVE CHOSEN NOT TO INCREASE OUR PROPERTY TAXES
NEARLY AS MUCH AS PROPERTY VALUES HAVE RISEN, AS A RESULT, THE
TAX ON THE TRUE VALUE OF CITY PROPERTY HAS DECLINED BY ALMOST 40
PERCENT SINCE 1877 AND IS NOW AT ITS LOWEST LEVEL IN AT LEAST
25 YEARS, DO YOU KNOW ANY OTHER MAJOR CITY THAT HAS CUT ITS
TRUE TAX RATE SO SIGNIFICANTLY IN THE LAST FEW YEARS?

LET’S LOOK FURTHER., THE OTHER AND FINAL MAJOR COMPONENT OF
OUR REVENUE STREAM IS INTERGOVERNMENTAL ASSISTANCE FROM THE STATE
AND FEDERAL GOVERNMENTS. HERE TOO, AS A RESULT OF THE POLICIES OF
QUR GUEST OF HONOR, GOVERNOR MARIO CUOMO, AND HIS PREDECESSOR,
FORMER GOVERNOR HUGH CAREY, AID HAS INCREASED SUBSTANTIALLY IN
RECENT YEARS AND HAS HAD A SIGNIFICANT IMPACT ON THE CITY'S
FISCAL PICTURE,






