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Television Commentary

C-i

Default Would Have No Adverse Effects
Milton Friedman -- CBS Morning News

The torrent of comment on NYC's financial crisis has obscured
three key propositions. First, NYC is a special case. Its
government spends 1/3 more per person than its nearest competitor
for the title of big spender —-- San Francisco. And twice as
much per person as Chicago. Yet, in my experience, the average
citizen of New York gets less in return. In addition, New York
is the only city that has maintained rent control ever since
WW II. The result has been wholesale abandonment of dwelling
units and the drastic erosion of the tax base.

Second, New York's lavish spending is the direct result of
the most welfare state oriented electorate in the US. In this
sense, New York's problems are a foretaste of what other cities,
other states and the country as a whole can expect if their
electorates continue to imitate NYC's leftward surge. Trying to
do good by spending someone else's money is a sure-fire recipe
for financial disaster. If NYC does not persuade you of that,

I suggest you consider the case of Great Britain.

Third, the unlimited growth of welfare state policies spells
not only financial crisis but also the loss of self-government.
As part of the price of rescue efforts by the state of New York
the governance of the city has been taken out of the hands of
the officials elected by the citizens of NYC. Caretakers appointed
by the state are now in charge.

If NYC goes bankrupt that will have no major adverse effect
on he rest of us and it will be therapeutic for NYC. The rest
of us have no obligation to save NYC from its own folly, but we
shall deserve the same fate if we do not learn from it. -- (10/31/75)



New York Crisis: News

N-4
pay their way?"' Chicago Mayor Daley has expressed Sympathy for
New York. The mayors of Denver and Milwaukee, however, favor
federal aid, Rebecca Bell reported. -- NBC Today Show (10/30/75)

Ford Campaigns In San Francisco Presidency: News

He said that his Administration has "injecteg the American
Spirit of 'can do' into our pPolicies at home and abroad" ang has

"California Republicans haven't been exactly wildly enthusi-
astic for the incumbent," Jarriel saig. "Trying to turn them
on, he has tailored his political rhetoric more and more to the
Conservative right. New York's financial crisis has given him
an issue to champion. at 3 fund—raising luncheon, he used the
example of rebuilding after the San Francisco fire.™

Ford said (on NBC film): "Next year marks the 70th anniver-
Sary of the San Francisco fire. San Francisco bassed the ultimate
test of the recuperative power of an American city. Local courage
and local determination Prevailed. (ABC film):  ‘phe Yeconstruc-
tion was not a federal bailout. 71t was a local undertaking."

—

In a television interview earlier in the day, President Ford
said MAC bondholders would be paid eéventually, but pointed out
that they gambled by investing in a tax-free investment., The
President also dismissed Speculation that his plan would ruin
the bong market, saying, "I don't think we should be scareq."

"The President hag blamed New York's crisis, in part, on
the pension Programs negotiateq by unions," Jarriel reported.
"After it was pointed out in a Metromedia news conference that
Governor Rockefeller took part in those negotiations, the
President was asked if his Vice President shoulg not share  the
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NEW YORK TIMES

November 14
1975

A Kmd of Default

Governor Carey’s program for avoiding default by |
New.York City includes a complex scheme for resched- .

1! . uling the'city’s. debt. which, it must be conceded, ftseif |

Tepresents.a kind of default, - o . .- -

.., ‘Experts may differ on definitions, but thére can be )
“little doubt that the city’s creditors, and its future credit -
. prospects, will suffer under a plan that will require the
.. - holders of ‘municipal securities to accept deferment of
+;+ - principal payments or to exchange short-term paper for |
.. long-term Municipal Assistance Corporation bonds at
.. - reduced interest rates. Although there appears to be legal

. +. -precedent for the proposed debt. “moratorium,” some
":"_ court challenge appeers inevitable, . . . .

Nevertheless, an orderly restructuring of the crushing
burden of municipal debt clearly has become an essential
element in any broader program for restoring New York
to solvency. Equity and common sense demand that the

[+ city’s creditors share in the sacrifices that will be re- -
. ;qtﬁredtomeetthatgoameostofeooperaﬁonis

certainly far less than the price of the alternative~all-out
default and interminable litigation in bankruptcy court.
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