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Foreword

October 31, 1979

For the City of New York, fiscal year 1979 was in many respects a paradox.
The City made significant progress on a wide number of fronts in its ongoing effort
to achieve genuine budget balance, comprehensively reform its fiscal affairs, improve
its economic climate and ultimately regain full investor confidence.

With the exception of its capital program, which continued to lag, every major
fiscal objective which the City set for itself in fiscal year 1979, or which its friends
or critics insisted upon, was achieved—oiten ahead of schedule and often in a manner
which surpassed earlier expectations.

This progress was reflected in five key developments:

e For the second year in a row the City's budget was balanced as defined
by the accounting principles prescribed under New York State law for its
Financial Plan. Indeed, actual results for the year were $216 million better
than Plan.

e The City made further progress toward budgetary balance as defined
by Generally Accepted Accounting Principles (GAAP), reducing its audited
deficit from $712 million in 1978 to $422 million in 1979. (This figure contrasts
with the City’s unaudited deficit for 1976, an estimated $1.8 billion.)

e The timing of revenue inflows was more closely synchronized with
expenditure outflows; hence, the City’s seasonal borrowing needs were reduced
from $1.875 billion in 1978 to $650 million in 1979.

e For the first time since the loss of its credit in 1975, the City was able
to raise part of its seasonal borrowing needs—some $275 million—in the public
credit markets through a negotiated underwriting. Public demand for two
issues of highly secured short-term notes was strong enough to permit the
issuance of these notes at interest rates below the cost provided by a Loan
Agreement with private lenders.

e Despite the continuing GAAP deficit and the issuance of bonds for
capital and other purposes, combined City and Municipal Assistance Corpora-
tion (MAC) net debt and lease purchase obligations increased by a relatively
modest amount, from $12,157 million as of June 30, 1978 to $12,375 million as
of June 30, 1979.

All other things being equal, the City’s progress in fiscal year 1979 might today
be celebrated as far-reaching evidence that full and complete recovery from the
near-disaster of 1975 is now only a matter of time.

But other things are not equal.

While the City, with Federal assistance in the form of loan guarantees, was
achieving tactical objectives on schedule, the overall strategy and economic base
supporting the massive campaign were being eroded.

Inflation took command of the nation’s economy, sweeping over ineffectual
counter-measures in Washington. Stagnation gripped large sectors of the business
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