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Dear Nr. President: 

November 4, 1975 f~t..CC;. r.: _ 
THE·;.;~! 

'::;.~.: ;. ~~-:;~; ~ 

I have today sent the attached letter and supporting 

\ 
materials to the President of the Federal Reserve Bank of 
New York. On behalf of the people of the State of Ne\v York, 
I am re~~esting that the Federal Reserve consider emergency 

I credit assistance for four agencies of the state that face 
imminent default on their obligations. I wish to _stress to 
you that these agencies have nothing to do with the fiscal 
crisis facing New York City. Each of them has an enviable 
record of financial soundness and prudent manage~ent. Each 
of them for years have been relied upon by the citizens of 
New York to provide housing, health and environmental 
facilities essential to the state's well being. Yet these 
agencies, the models for similar agencies in over 30 other 
states, now find themselves precluded from the investment 
market --- a condition that has only been severely aggravated 
since your recent speech calling for the bankruptcy of New 
York City. 

Should these agencies default, \'lhich certainly will occur 
in the absence of Federal assistance, hundreds of projects 
involving $2.5 billion in construction funds will be stopped 
prior to c ompletion and thousands of workers will be thrown 
into the unemployment rolls. These projects include hospitals 
and other health facilities, schools, and housing. 

~ 

The general credit of the State \vill not only be placed 
in jeopardy but, in my opinion, could be critically li1paired 
for many years to come. r u ;.· u 

Again, all of this does not have to occur. \vhile theJ e 
agencies have no direct relationship with the New York City 
problem¥ unfortunately the investment community views the 
preble@ as one and the same. This will continue as long as 
the Administration remains passive in the face of the New 
York City crisis. 
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In effect, the contagion of New York City has now spread to agencies of New York State. 
In addition, your many statements on this subject continue to assert that the State of New York has sufficient resources to meet the collapse of the city. I would only remind you once more.-' of what your o-vm financial experts know -- the State of New York has its own budget deficit of $700 million, and is in no position 

to sustain the city's needs or meet the borrowing needs of 
these state agencies. 

I sense, Mr. President, as do many others across the 
country that we are at an economic crossroads unparallelled 
since those final moments in the darkest Depression. i~1atever 
points you thought necessary to make about the past mistakes 
of New York City have been made. For our part, we have labored 
long and hard over the past ten months of my administration to 
right those wrongs. Now, despite all those efforts, we see the 
rapid spread of financial confusion and distrust from the city 
to the State, and potentially to other states as well. 

It is not inappropriate, indeed it is in the _ tradition 
of our nation for us now to look for and expect positive 
leadership from a President and his alli~inistration. 

The Honorable Gerald R. Ford President of the United States The White House 
Washington, D.C. 
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THE WHITE HOUSE 

WASHINGTON I I 
Date: ll ff9{~5 

TO: ~•AAfA~ 
FROM: Max L. Friedersdorf 

For Your Information )l --=-------
Please Handle --------------------Please See Me -------------------Comments, Please ---------------Other 



THE WHIT~ HOUSE 

WASHINGTON 

No vember 

MEMORANDUM FOR THE PRESIDENT 

FROM: .M.Jl...X L. FRIEDERSDORF ,tf/ ·6 : 
SUBJECT: Senator John Tower (R-TEX) 

Attached is a memorandum from Senat-or Tower, outlining 
in detail his views on the Ne;,-r York City plan 1 which 
he wanted you to see. 

--
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TO : 

FROM: 

SUBJECT: 

Max Fr iedersdorf 

John Tower ~ 
New York City 

Nov esber 18 , 1975 

v~en the Senate Committee on Ba~king, Housing and Urb~~ 
Affairs marked up S . 2615, Senator 3rooke and I propos ed an ~endment 
>-rhich vould have enabled the Federal Financing Bank ~o supply New York 
City with funds to continue providing essential services after default. 
The use of such fu...11ds to prevent C.e:'ault;, hovever, w·ould not have been 
authorized . 

Under the New-York-City financial plan proposed by Messrs. 
Carey, Rohatyn, Steingut and Anderson, the Federal Government's role 
would be c onsistent with the role which t~e Federal Government would 
have played under the approach which I supported along wit h Senator 
Brooke. 

In determining the Federal Government's role, if any, under 
the plan proposed by Governor Carey, et al, or under any other plan, 
the folloving points should be kept in nind: 

1. If the Federal Government is to participate in a plan 1-rhich 
i nvolves commitments by ~Tew York State, municipal and/or 
State pension funds, mQDicipal employees, unions , financial 
i nstitutions and others, t he Federal GoYernment must have /\ il 1" 
absolute assurance that the commitments can and \-rill be /,~ (~ 

<!' 

2. 

honored. 

Federal assistance should be used only t o finance seasonal, 
intra-year borrowing needs . 

3 . Serious consideration should be given to using Federal loans 
a s opposed to guarantees in order to reduc e the potential 
cost t o the Federal Gove:cnment in case of default and avoid 
confus i on with the guarantees t hat have been ~r8posed f or 
preventing def ault . De~~nd l oans could b= called ~n the 
event of f a ilure by some group to f ulfill a commitmen~ , but 
a l oan guarantee could not be revoked . ft~so, the im~act on 
fi nancia l markets would be l ess under the loan me chanism 
t han under t he guarantee n echanism. 

' I w. 
I 



2 

4. Serious consideration sl:01.lld be given to naming Hew York 
City in the legislation r~~her than providing ~or generic 
l egislation . This woul1 preYent other cities fro::.n being 
tempted to seek similar assistance from the Treasury . 

5. Serious consideration s~ould be given to placing authority 
with the Secretary of the Treasury, rather than a board, in 
order to emphasize the need to treat this as a financial 
transaction to be handled by the nation's chief financial 
officer. 

6. Serious consideration should be given to charging New York 
City a rate of interest comparable to that paid by other 
cities with similar credit ratings. 

1. The bankruptcy alternative still should be made available 
to New York City. This night be needed, for instance, if 
the forced restructuring of :Iew York's short-term debt is 
held to be unconstitutional. 

~ ? 



THE W HiTE HOUSE 

~J_ 
WAS:--ilt'iGT O N 

November 1 9 , 1975 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

Hugh Carey called me at 12:55 p.m. today. 

l. He was not criticc..l of the President's statement, 
and, in fact, s eer::1ed somewhat relieved. 

2. He requested a IT.eeting next week when the Presi­
dent is reviewing this matter to go over with you 
all the things he -..;-ill be doing in New York. 

3. He indicated it r::-:::gb.t be helpful to have certain 
Republican leade:-s of the New York Legislature 
present at that r::eeting. 

I suggest Bill Seidman get i- touch with Governor Hugh Carey 
concerning this, if you wis..C.. :o pursue this further. 

cc: \t/'(m Cannon 
Dick Cheney 
Max Friedersdorf 
Alan Greenspan 
Jerry Jones 
Bill Nicholson 
Bill Seidman 
Bill Simon A--~~ 
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FOR IMMEDIATE RELEASE NOVEMBER 19, 1975 

Office of the White House Press Secretary --y\~ v 

THE WHITE HOUSE 

STATEMENT BY THE PRESIDENT 

I am gratified that the leaders of New York appear to have accepted primary 
responsibility for solving the financial problems of the City and are 
proceeding in the direction of a long-term solution in accordance with the 
State Constitution and laws. I am impressed with the seriousness of their 
intentions as described by Governor Carey in his letter to Secretary Simon 
and await further concrete actions by the State and the other parties 
concerned. 

The bail-out bill now before the House of Representatives is irrelevant 
because it does not address the current situation and I would veto it. 

I am convinced that if New York continues to move toward fiscal responsibility, 
all parties concerned can look forward to a satisfactory resolution despite 
the current obstacles. 

If they continue to make progress, I will review the situation early next 
week to see if any legislation is appropriate at the Federal level. 

In the meantime, should New York leaders fail to implement their intentions, 
New York City could still be forced into legal default. Therefore, I am 
asking the Congress once again to enact special amendments to the Federal 
bankruptcy laws which would ensure that such a default, if it occurs, would 
be orderly. 
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ill--New York Spread Its Disease? 
NEW YORK-As this great city on 

the Hudson careened toward the gra-
vest municipal finance crisis in Ameri­
can history, the nagging question arose 
in city halls across the nation: will 
they too catch the New York sickness? 

Mayors and bankers have begun to 
check city operations for the same fac­
tors that !brought the "Big Apple" to 
its knees-cascading debt, excessive la­
bor contracts, runaway pension obliga­
tions, and fiscal sleight-of-hand that 
eventually leads to disaster. 

But as New Orleans Mayor Moon 
Landrieu, president of the U.S. Confer­
ence of Mayors, points out, there's an 

The writer is a contributing cdi· 
tor of the National Journal. 

unfortunate tendency to dismiss New 
York's problem as simply one of mis· 
management, and to think that pru­
dent borrowing policies can "save" the 
big cities. 

Some fresh research now suggests 
that however brilliantly managed a 
city may be, it has a strong chance of 
becoming a "New York of tomorrow" 
if (1) it's big and (2) it can't annex 
fresh territory in its affluent suburban 
periphery. 

Thomas Muller of the Urban Insti· 
tute has produced figures showing 
there's a threshold in city population, 
somewhere between 50,000 and 250,000, 
at which the per capita costs of financ· 
ing municipalities start to soar. 

lt costs three times as much per cap­
ita to pay for common city services­
police, fire, sanitation and general ad­
ministration-in cities of more than a 
million people as it does in those of 
less than 50,000. At each population 
step, the number of city workers per 
capita, their wages, capital and debt 
service costs rise. 

The reasons for the immense 
"diseconomies of scale" in big cities 
are hard to pinpoint precisely, but 
some explanations are available. Most 
big cities are old, and that means their 
physical plant-streets, sewers, city 
buildings and the like-is based on 
outmoded engineering principles. 
l\laintenance costs are correspondingly 
higher than they would be in newly­
built suburbs, for instance. 

Population density adds to costs. A 
one- or two-day delay in picking up the 
garbage along the cavernous streets of 
a New York or Chicago has conse­
quences a spread-out city wouldn't 
have to worry about. 

Big cities have much greater concen­
trations of low-income and minority 
populations. Their crime rates are 
much higher. There are many more 
fire calls, relative to population. Big 
metropolises typically provide more so· 
cial services than small cities, and of­
ten have to subsidize expensive mass 
transit systems. 

Government employee unions tend 
to be much more powerful in larger 
cities, and this pushes up wages and 
fringe benefits, including expensive 
pension systems. Civil service rules of­
ten impose restrictions that prevent 
economy steps. And finally, there's the 
inherent inefficiency and red tape of 
any big government. 

Big cities have to raise taxes more 
rapidly, which leaves them at an in· 
creasing disadvantage in their at· 

--,_c-_____ _ 
'"---

tl'mpts to hold or attract industry and 
middle-income households-the very 
things they need to do to remain via­
ble. 

But bigness doesn't explain it all. 
There are 13 cities of more than a hal[ 
million people that are growing or 
holding their own in population. They 
do it by attracting new businesses and 
middle-income wage earners, and most 
importantly by reaching out through 
annexation to make the suburbs, with 
their immense tax potential, part of 
the city proper. Indeed, these growing 
cities-almost all in the South and 
West-are spread-out cities one could 
call suburban in soul. Among them are 
Phoenix, Memphis, Houston and San 
Diego. 

By contrast, therE' are 14 big cities, 
typically aging metropolises of the 
Northeast and Midwest, that are losing 
population-sometimes at an alarming 
rate. They are replacing middle-income , 
households with dependent households 
of older and minority people. Hemmed 
in by independent suburbs, the declin­
ing cities have a population density tri­
ple that of the growing cities. 

The most salient example of declin­
ing cities is New York, which suffered 
an out-migration of 4&~,200 people be­
tween 1970 and 1974 and has lost 471,-
000 jobs since 1969. Among the others 
are Detroit, St. Louis, Cleveland, Buf­
falo, Boston and Philadelphia. All have 
per capita government co~ts in excess 
or the growing citie.~. along with 
higher tax rates and a rapid loss or 
tax-producing businesses. A few long­
established Southern and Western cit­
ies, including i\ew Orleans, San Fran­
ci:::co and Los Angeles, have joined 
this urban danger Jist. Washlru~ton's 
population sank by 4.4 pet· cent be­
tween 1970 and 1974, which would 
place it on the list or decllnlng dtics. 
The 1974 figure was 723,000. 

There are 11o simple solutions for 
the declining cities. They can-indeed 
they must-improve management and 
productivity, cut payrolls as population 
drops, and divest themselves of 
"luxuries" like New York's tuition-free 
city university and big hospital com­
plexes. 

lly Zarko Karabat ;c for The WashlnKton Post 

The newly-perceived urban crisis 
should add fresh impetus for total fed­
eral funding of welfare. New York, for 
instance, would not be in its present 
dire straits wHhout the huge welfare 
and social service burden imposed on 
it by the massive waves of immigration 
froin the South and Puerto Rico-the 
kind of responsibility no single city 
should be asked to shoulder for the 
rest of the nation. 

A sweeping federal cash "bailout" 
for the dties would be foolhardy, since 
it would erase pressure for long-over­
due internal reforms. But fear of New 
York-style crises may create a new po­
litical climate in which the states can 
take on a dramatically increased role. 

At a minimum, states can stop some 
of their past abuses of cities, including 
the mandating of higher pensions and 
unrealistic wages and working condi· 
tions. On the positive side, they can 
shoulder a much higher share oJ 
school costs, thus relieving local prop­
erty tax burdens. They can encourage 
urban mass transit systems, and Insist 
that costs be shared equally across 
metropolitan regions. They can consol• 
idate municipal pension plans under 1 

state system, and hold benefits at rea­
sonable levels. And they can set up £is 
cal watchdog agcnl!ies to assure tht 
solvency and sound management of 
their cities. 

With such reforms, the declining cit· 
lcs might at least be allowed to age 
gracefully. The alternative is simply to 
abandon them--along with their. count· 
less billions of physical assets and 
their dependent populations. The rapid 
ripple effects of the New York experi· 
cnce show how fiscally foolhardy such 
a polley would be. :Vlctropolitan areas 
at·e like living Ol'ganisms; if one par1 
witlwrs, tht' others are endangered. 
Nor can an energy. and capltal-shorl 
t'Ountry afford to rebuild the nation ir 
suburbia, where per capita energy us· 
age is so mueh higher. 

Finally, there JS the "spiritual" an· 
gle. ''Suburbia has its place," Landriet 
said. "But my God, what would this 
country ue without the historic ce'"' 
cltie~?" 
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SUNlJAY, NOvENllbR 23:~ 197'; 

ItoJ.mnT DbNNt:TT - Go"rernor of Kansas 

CHlUSTOl>illiR BOND - Governor or hissour·i 

D.ANit:L EVANS - Governor of lvashington 

ARCH ~IOOUE Jr, - Governor of \vest Virgin:la 

l·lliLDRIM THmlSOJl Jr" 0 - Governor of Ne\t Hampshire 

Dob Clark - ABC News Issues and Ansuers 
Ghi.ef Correspondent 

ANNCUUCE'R: Hith us today on this one hour ISSUES AND 

A!JSl•lER prograr.-:, fiv~ prominent Republican governors from 

various sections of th2 United States who have been at.tendinc; 

the National :Republican Governors Conference here in i'lichita, 

.Kansas. 

·Governor Robert F. Bennet.t of I<ansas, the host qovernor 

for the Republican Governors Conference" 

Governor Christopher Bond of Hissouri, outgoinq Chairman 

This is a rush transcript for 

the 1jress ~ Any questions rc:!­

garding accuracy should be re­
ferred to ISSUAt:S AN.O A.NS\i.l!:RS 



r-

-~ 

rf-:ci"Rii~ <', 
t.'·' 
-u 

< ;.. 
\,,-. .~1 
\ ""'? 

... ...._ .. -

I 
I 
II 
'!of the Confen-~nce .. 

1 ! Governo:::- UeldriM Thomson, J"r,, of New Hampshire, 

2 

·l' Governor Daniel Evans of the State of W~shington" 
~ I Governor 1\rch A !ioore, Jr. , of Hest Virginia, the new 

lj chairman of t ... he Republ:i.can Gov·ernors Conference., 
s II 

* * * 
4 

1
,· FroM Wichita 1 I'Cansas, ISSUES Al10 ANSWERS Chief Correspon-

~ dent, Bob Clarka 

a 1! UR. C.i'\RLK: Our guests are five qovernors \'Tho have been 
jattending the Republica:a Governors Conference. This has been 

"" ~~an eventft:.l "t<Teek for Republicans, with Ronald Reagan • s formal 
lentry into the Presidential race .. 

a 11 There is a danger, of course, that the Reagan challenge 
jto President Ford \·lill rekindle that old feud bebreen the 

9 !.liberal and conservat.ive wings of the party , I Governor Bond, yor• have been presiding over this conference, 
w i1 so we 't·lill let you anm,,•er. the first question Ho\t; seriously do 

lyou ,riew that danger? 
H 11 GOVf:RNOR BOND: I think there is always a danqer in a 

'primary contest as well as an opportunity. 'l'he opportunity 
l2 1lof course is to hear both sides, and I kno\<7 that both Governor 

Reagan and President Ford have a great deal to say. I am hope-
13 '!ful that the campaiqn will he kept on the issues dealing with 

jthe proble:[!\S of the day. If 'V.'e bog ourselve::> down in arguments 
;4 !over narrov1 ideological points of view or perso~1al criticisms, 

jlthen I t~ink it could hurt the nominee and substantially lessen 
~s 'li:he chances that President Ford will be reelected in Novemrer -

land I think he will be, 
U~ HR. CLARI~ • Goverr.or Evans? 

I GOVERNOR EVANS: l think sometimes we forget our own 
n !.history~ We look back to 1952, that was a time of great con­

test in a prir1ary between Senator Taft and President Eisen-· 
10 1 ho~/er., Sometir.es it got pretty bitter. But that \..ras the most 

successful Republican election in a broad sense that v.1e have 
~ 9 1 had since Norld tr-1ar II, so I don~ t think there is anything 

wrong at all with contests, I hope we can keep it on issues, 
20 11which is where any political contest belongs; hut I 

jt~~nk.we all kind of look forward to it. It shows we have some 
I! pl~fe 1n the party . I UR. CL.t\.RK: Governor Bennett, Governor Evans neglected 
22 lito mention 1964, '·rhich ~>Jas a year of bitter div·ision in the 

jparty, where you went do\m to defeat, where Barry Goldwater was 
23 j1defeated about bro to one by Lyndon Johnson. How seriously 

l"t.lould you view this division \>lithin the party? 
24 11 GOVl::BNOR BENNETT: As a result of Hr , Reagan's announce-

lmont? 
25 1! HR. CLARK: Yes. I GOVERNOR BENNETT: There is a division of philosophy, but 

I 
J 
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jii ::!on' t Lhink that ML~sns 1t 1.s ~oing to divide the party~ .t 
ttol<! someone t n e other day i: is pretty .1ard tc divide an elE::·· 

, ~t>hard.:.. It can be done, &dm::..t:tiO::dly., but: J don't thJnk th(;:se t•~1o 
~andidates are incl~ned to do it I think they are going to 
jprc~·sent the~r own p!1i.losoph~:~s; 'ile are qoinq to listen to thosE~ 

:l ,ph:ilosopllies, people will t~ake their canc.Luates and make theJ.r 
p.,.m seleC"tions. i'l.nd I c1on 1 

\· think -- 1:1aybe ~,1e have learned a 
•-. f I 6 It • C ~ -I- • • ' 4-7 t ;1.esson rom •t I ~J yo~J ~1an ...... o put: :u: ..... na · ·,.;ray 

L. .HR. CI,AHK: Governor •.rhomson, repr·e.sent.ing the conservative 
., ing of the part.y, hott-~ ser.1.ousJ. y wouJd you viGw the thrent. of 
~i vi.sion 0 :::- t!&e 7!1:::-eat ci' C:i v .• ::io.r"? 
j GOvt'RNOR 't'HOHSON: I don~ t. hell.eve there 1.s any real th:r.ea.L 
[ think ~'1i :s could probably be l"lor.e nem;;papl'!::' talk th,~n anything 

. ~:lse 
I 't I would call yom:. attenti.on to the fact: that Ronald n.eaqa.n ,., I' s really the on.e to d..:;velop T .. Jhat he calls the 11 t.h co:mrrtandment 

f the nepubl:t.can Party, nw1e ly 1 
11 Thou shalt: not ;;peak U .l of 

!~noth~r Republican," and he has said publicly in his announce­
ltnents that he plans to folhJ'ir th;.s cmrrm<lndment, and he tF!ill 

!O ·~lli rect his attention to the issues. 
I 'l'here are st:.ronq differences bet\•teen the two announced 

: ~andidc:tes '\n the RP.publi.can Partv, and I think it ~.,ill be good 11 ~~or the party i~ _it is to be a viable party, and for the nation, 

12 .,o have t.hese thffer-ences developed , I HR. CLAPJ~: Governor r;oor.e. 
1 GOVP.HNOR f-lOORE: I v1ould thirL\; that perhaps we relat:.e 13 jt~ese di vj sions to what h.::tpp~ned in • 64, and ~;e ~re all aw.are 

D4 t1f t:he cutcor.e of that el.ectJ.Onp but I rea11~r th.tnk that: t:hc: 
bandidacy and the content really helps the President ., He nmv 

~ ~ ltleS a legitiMacy to his travels act·oss the c:ountr:~l, to establish 9 ja po l.i t1cal bas12. Hl thout this contest I would think he 'l.voulci 

ltave had the problem !JJhich he .inherited,. and t.h.:=tt is having no ~8 . . . • . . ! e;=J 1 nat 1.onal ccnstJ~ tuency . So .~n tna t sEmse. I t!u.nk 1 t 13 i robabl~ a h<~alinq mec~~ni.sll' ~or the p~rty, in terms of 
n !presentl.ng very forthr~ght:ly Doth cand~dates. 

ll HR CLARK: He -vmnt.. ~o talk to you about a lot of. thin-;s 99 lhesirles Presidertti<-11 politics, l··ut before we start, we '1.-.rould 
~~ike to get a soundinq from each of you as to 111hether you expect 

19 lrO ;;upport ~lr. Ford or Hr Rf'a(tan ~ 
I Governor Dennett? 1~b'-· '1.·' t 20 ! GOVE!'J!OR DBNNETT: I suppo:--t the Pres !.dent ~ (<::) ~-
~~ ~m. CLARY~: Governor Dond? ~ " 

0 I I ~ ·' 2ii II· GOVr:P.NOR BOND: I suppor~;-. the President also . \ ...>" \ 
1 HR. CJ.. • .i:O.RK: Governor ThoMson? "-.._ / 

22 !i GOVERl!OR 'l,liOHSON: I support the one I e~<:pect to be Pr~i-
'fent, Governor R.eaoan 

ZS I ~!R. CLARK: Governor Evans? ll GOVEnNOR I;VANS: I am a stronq supporter of the Pres.ideT!t. 
?.~ l rm . CLARK: Governor t~oore? 

tl GOVEFNOR HOOHJ<:;: Hell, as the incominq President of the 25 !FepuLlican qovernors, .,ve have t.:.he responsibility of Iooking at 
II 
It 
~1 
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~~both s1des which have been present to l"'te herE' 1.n this ISSUES 1l 

llt'o..ND ANS\'JERS context this r•')rninq, but I th.i'."1k really what I . 

1
should say to you is t:hat: the i::lres i.den·t has been such a fine I 

l:md solid friend over a long numbt.~r of years dur.inq my long l

1

. 
I -time of service in the Cont'Tress, ard. I supnort the President. 

!; HE. CLl\:{1': GovBrnot: Thomson, that 1e~ves you ln the mi= 
lr.ori ty r so we .,,ant to qlve you a chance '::.o ~>ay whether you tl·.1.nk J 

1.1 lithe expression of sent . ..: .nent. by the governors here :Ls a fair 1 
tlreflect.i on o.t Republ ican s~:mtiment. across t....w country" l 
lj GOVERNOR 'l'Hmmmh No, I •rrou.ldn•t say that at all~ Cer- 1 

!j·tain.ty 1 ,.,ouldn' t. be able t.o say that for my own St;ate oi Hew 
:,Hampshire, because I feel that there is a very strong tide 
ilrunning i!1 favor of Governor Reagan there. I think that you 
:\vill see developed an appeal by Governor Rea~ran to the grass 
.,Jroots, and t11at is wh~re the votinq is qoinq to be done, by 
!the man who has the dinner pail anc the womap wh.o is conc~rnecl 
ljaboui; pri..:::es J_n th.e qrocery stores, and J. think Reagan 1 s posi·· 
!lt.ions on t.his are much better than those of the President. 
h HR". •;I.,ARK: Bo·th the t.•rcsident and (;ovE>rnor Reagan say 

t.> ;·they arc for big cuts in F'erlcral spending, but Hr. Reagan does 
lj'-10 much farther than the President has so f~x:-, Ii"~ sa.ys Federal 
l,spendins could be cut by $90 billion and Federal taxes reduced 
1j23 perceht by turn.i.ng programs such afi v:elfal' e, houP.J.ng and 
;, education, back to t.he states ... 
1. lb\·J many o:= you th 1 nk i.:his is possible? /',re there volun-

.. ~. l!te·::'!rs? 
..., I. 

; Governor Evans? 
~~ j· GO\T.RNOR BVANS: I sha..Ll volunV=!er. 'I'tla!:.: is just dump1no 

I thE load frc~'.1 one level of qovernnent. co anot;her, ana. I don 1 t 

i& 1jthin!: :i.t i;:; any answer a·t all. Certainly each state tries to 

1ao t.he best i·t can \vith the p.:u:ticuiar p~·oblems 11: has. Welfare 
ts jis one of t:he najor ones, Nelfare is +...he problem t.hat plagues 

!all of us, a11d I think there are Ptany things being done by each 

1 ~ ljindividual state attempt.inq to insure tr•at v1elfare pay!'r'lents 
1 !11go to those who need tr.c-:r:., but no further. 
~ I Governor Reagan took gre1:~t credit over thr: years for 

~·.~ ll attempting to c1et at the -vJelfare program in Californic<, but it: 
lis interes-c.ina to not.e th:lt the w~l£are load in California 

W ~~~during a.nd right up to tr~e end of his te!"m is one of the highest 
lin the country, It still isu 

20 I GOVERNOR BOND: I think H: is v·ery spe~tacular to ta.lk 
... !about $90 billion and kicking that back to the states, but I 
~i 1:think a f:ar sounder approach would be the ona that: cur Governors 

.. liConferer.ct~ adopted in its policy position, of changing the form 
2

il' 'jlof Federal programs , Right now there are many categori ... ~al grant 
~ 1prograr.is which come with red tape, federal bureaucrats~' feder3.l 
:t~ !laud~ tor~, detailed guid~lines 7 Ne think w~ could do th~ job 

2~ j1,bett..e~ 1n our state on 1:hose ~T'!por~ant soc1.~l programs ~f. th~y 
· , cut tae level and also cu·t the stn .. ngs, mucn a.s Rev·enue Snar1.ng 

j 

I 
hv.s done in broader areas where ·they permitted these 

29 !to be usPd in bJ ock arants \vi.th more flexibil1 tv sc ~vs •)nld 
I -
ll 
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~eet the Peeds of our people. The needs axe s~:il.i. tbe.re. 
st.::tte and local government 

~ l 
J. I r · • 1 thinl: rile can meet them under a 

bet.ter than the federal . 
eyc::terll ., . ~- . · ·~ 
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!l.R . CLi-\ffiZ: Governor Thomson, do ym·t support. your 1nan 
' Ronald Rt'eagan in his proposal to cut federal spencl.ing $90 bi.l~-

lion? 
, GOvERUOR 'l'HOf-1SON: Yes~ r certainly support: h i m in that . 
l I thin1c that io;; quite pcssib1e .. I \-lOU1d point out. ·that. Presi­
; deni:. E'ord has presented to the Con.:rress t.he J.argesi.: budqct of 

any President in t~he hist.ory ... ,hen he recommended a $349 h.Lllion 
1 budget, of which $52 billion was in deficits And I would 
. point out that he i.:; now talking about for Fiscal 19Tl a 

1! $423 bill.1.on bud.qet , and says that he ¥rould cut tha.t back by 
I' $28 Lillian if he could 9'~t. the Congress to go along with 

I him,for a t.:a.x reduction. But this is no reduction in t!':.e taxes 
I for Lhe peoph:: theMselves This is a "~Jery key i.s!:me ~ and I 
1; l.\•ill ev~n Guggest if t:his cannc;t be presented by Governor 
h Reaaan , or President Pord 1 forcibly to thH peonJ.c, the time r . ll has come for us to cut down o:n the exces.sJ.ve spending at 
I all levels of governrlent, particularly the federal level, then 
l t.he people will be lookina some, .. ;here else to support a candi· 
I - t 

l
i ca e. 
1 HR CLAH.K: Governor l1oore, do you t>ee any pn>spect 

1
1!' ~~a~'Faderal t:~es can be cu~-2~ pe~ce~~-~~ ~urning $90 billion 

v.:or.tl. of federc'".(. proorams havh l.O b1e ::.• Lo t.es. 
11 GO\P~'P",~R 11-'(""RE· ()f ("'OU""-~" I v-11:~,,- t1~ic l.·s tl-,.., ;.::~.._~,1 u .J~.~'-4\J t ' t/\. . ..' ...... ~ -~~ .. ':) •. ;: {_. .J...! .. .,"l. J.t .... ..;; 4- - 1~ .... \J~;;..l... 

!I I VlOUld think anybo~y presr:;nting a program ~uch . as tbis to t:be 
11 country wmtlJ have to make a broad-bE;.se eva..:.uat.1.on of t .hc 

I
, fe.Jeral c.;atego:ries v1hich rao:ney ~s nm.r qoing in . I think vie 

have utterly failed in our del~very system in the country. riay­
be the i\ee1gan proposal addresses itself to the delivery sy~tem 

. and it3 inadequacies. Ne are livin~ in a time of risino 
; e:,;.pectations, and ye~ ~he federal ~stab1 ishl'!lent has ~ot really 
; responded to t.hose r1.s1n(T expectat 1ons » even thou~1h the 
! spenoinq has continued ,.. So perhaps maybe this is ~.rhere he I is addressing hi~self. If it i s a redefinition of priorities. 

jl a better and stror!q~r relationship from the standpoint of 
1 th£: federal qovernment to the state, it !'lig-ht have some 
l~c:"itimacy. 

Zt II 

~2 'I 

To look at the hedqet from this distance and 1.ndicab: 
that arbitrarily that can be a naqic fiqu:re, it is a li ttl€· 
bit difficult :for me to p~rceive ~!hat would happen 

HR. CI.AARI<: GcJernor Bennett~ 

II 2~ I 
•' 

GOVERNOR BEN11ET'1~~ I am a little bit like Governor Hoore. 

(!'"·~ 24 II 
·• ~ I. 

1<:" "' I 

I would like to k::1ow hoi-';· he is ~oing tc do it. I think 
evE~ryone would like to see us cut $9i) billion off of 
federe<l spending-, so long as they don • t cut the procrrams '"le 
are interested in The federal government has nan.dat:ed oll 
of this V\'clfd.re on us; \V'e arc s·tuck 'I..•Tith it. If th;::: i"!.w:;~ .• er is 
for the federal qove.rr:ment to pull out of it and then continue , '' ::0 I 1)5 I 

\~· 1 . ! .. ~ -:., . ...... i 

_/ I 
I. 
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the vtandatc and us to have to pay. at t.he l.oca~ lev~l., whl<.h ~s I 
t.he1.r proCTrarrt all you are do~nq ts transferr1ng '!:ne cr1.s~s I 
Ke may havenat·.J.onally to the cr~sis that already exist·; .1:1 many • 

states. But I Nou.td hope., as Chris would, that \ve would J 

•! get somet.hinq worked. ont where we could qo more to block . 

grunts, qet av:ay frotrl the ceteoorical qrants, ~et a-;.Tay from ; 
I the mandated bu.:-cauc.cacy, a.nd get .:rt·lay from some of the~ j 
· buzzv prog1amB like studyinq butterfly H.l.ngs and thiJ1gS of 1 

. that nature i and qet d~'·m. to _.teal t:r:ue priori ties .. lmd : t1nt'l: I 
;1 you cap save rrtanv b1ll1ons of dollars, but 90 b.1.ll~on .l.S a lot. 
: of dcllaJ:s 
!! HR~ C . ..,n,RK: Governor 'I'homson, your state in unioue .in t'!-:~ J 
l' country in that ·rou hci:u: neith·er a stat.e sales tax nor. statE> I 

·: t! income ta:: ... es. Is there a danger if you try to thrmv so111e . 

!1 of these extensi,Te pcograms back to the states. that even the ! 

~ 

f'• • 

l
il r..;orthwhile progr:1ms vrouLd Jus·t die; they t-Jould be ohandonec by I 
1 the taxpayers? ! 
11 GOVERNOR TIIIJHSON: t·ie 11. of course you have t:o takf' t ir.e I 
II to have a de£inJ.tl.on of \Jihat are the wort:h\oThlle proqra"ns? Crw 

11 
thinq I would like to point out is that w-.ith neither a sah.,s f 

~~~ nor an income t:a.<, ov1e also wound up our fiscal year i•Hth a I 
! surplt1s of $L5 r'lillion, and look .:thead to a surplus next ye-ar. 1

1 

I' . 1 So J.t can be done, ' 

•.; II X don't uniierst"and that Governor Reaqan is suqqestl.n(] l 
that whatever cutba('l(s are nade in the federal budaet neces- I 

f3 1.~ sarily are goinq to be t.hro~¥backs onto the state IE they w0rc .,-

.~ this would be d~fficu1t for all of us, and ·v,re car~. unde::st.t'!',-:.1 

1'J ji that. nut there are great areas where they can be cut back 

I and not carried ny the state'-:,, 
13 I Por example, one t:hat I ro'lould think that all aovE.rnorz 

~) 

v10uld aqr2e upon is th:tt_ our :f.ood stamp proqra.-n is ""-'uY out '""f 

line. ~-:hen 7C per(~ent of the people of Puerto Rico for 
example qu.al1fy for food ~ta!11ps and the pe>rson rr.akir:q up to 

n ~~~ $16,000 can qualify for food ~tw"'ips, tl"<cre are sone l"eal onu- 1 
: let"ls.,. here, This is '''"h~t I 1.:m.ders-t.and Governor Reagan 1-: addt~'" ;f 

16 II sing hir.self tc r cite the food stamps ilS only one of ma.ny ( 
I areas \'There m.:r proqraruninq at the federal level has armvn to(" f 

~9 :1 large, becor\e i.:.0~)heavy and is bureaucratically c.H recte<1, and 11 

this is \'.That. he would 15.ke ·to see cut back, and I think <,;.:e can 

~0 do thatw 

* * * 

MR. CIJ\RK: As Governors you are .=tll well aware of the 
rebellious l':iOOd the taxpayers are in these days. 'rhere 
have been many examples of voters i.:urninn dmo~n Lond issn~F 

for schools and other esst~nt:i.al services. 
The rederal with~o:Lding tax r think r·,ost of ycu rnght 

cl.gree May be a diabolic devise, but I wonder if you v•o-uld 

elso agree that it is the only way to raise money for "Many 

:programs that could n€:.•ver be approved if they had to b0 
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submitted direct.ly to the taxpa.yer., 
Governor Bennett. 

7 

GOVEPllOF. BENNETT: ~·7ell, t~at presupposes, I suppose, 
that you can't share w~th the taxpayers the need for dollars 

and then -·- no onf.! likes to vote for taxes, I can't think of 
anyone that does, I think, ho'YTever, the: conservatism that has 

been expressed by the voters in all of these various bond is­

sues turned down, it is really totally different tl::an general 

tax support.. You have a lot of people who want to stop spend­

ing whatever it might happen to be, and live within the 
dollars that are available. And the Ne11r York situation un­
doubtedly has qiven everyone a net>1 pause to worry about th1s 

spending for tomorrow and borrowing today, rather, for tomorrow. 
HR. CLARK: Governor l>,oore, I would like to ask you, h0w 

serious do you think this taxpayers rebellion as it is re­
flected in the bond issues and other signs, how serious do 

you think it is going to be in the 1976 elect. ions? 
GOVEP.l10R r100RE: I think it is a consideration that all 

of us have to be confronted with in terms of our capital im­
proveme.nt programs. ~·le seeM to be going against the stream of 

general consensus in the nation in the State of Hest Virginia. 

We havenwt defeated a statewide referendUM on bond authority 

either for highway cons·i:ruction or school construction, for 
that matter, in the last ten years. 

With that type of an understanding in my constituency 
that ie not posed, and I would not assume it would pose a 
nationc.l problem, as part of the national dialogue in '76 e 

There isn't any question in my mind when you see the tru..'Payer 
revolt in this particular spectrum corning across, it is 
mostly those states where the real estate tax burden is so 

unconscionable at the present time." lt is for basically t.he 
elementary and secondary school systems of the various states 
that has just got it beyond the average person's reach. And 

even though he wants qood schools, for example, it is beyond 
his ability to pay, and thereby he just simply says no~ 

I ti1ink that some of the states are takinq into considera­

tion a different form of supporting their school systems, and 
perhaps maybe when that occurs and that rehabilitation of their 

tax structure in that regard :i.s underway there will be a dif­

ferent attitude in te~~s of all these bond issues~ 
f·lR. CLARK: And Governors Bond and Evans, you are both 

from torhat Republicans like to call the progressive wing of 

the party -- I think some of the conservatives might say 
that is the wing that is more likely to join the big spenders. 

I would like to ask each of you the same question we put to 
the other side: llow seriously would you regard the taxpayers 

rebellion, and what looks like it miqht be a rebellion in 
1976 against biq spending politicians? 

GOVERNOR EVANS: H'e11, first, I think no bird flies 
without two wings, and I think these labels are, frcmkJ_y, 

f 
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nonsense . If I could be pardoned one commercial" a recent 
na·tional publl.cation t~.as pointed out that of all the states in 

II the nat~on durincr the last ten years, the State of Washington 
J has had the sr.talJ.est increase in state t.axes, so we have kept 
fl within bounds. I think what people are looking for today, it 
· seems to me, it is not just a rebellion against taxes, it is 

-I 
i 

l a question of what they are getting- for their money. I th1nk 
I people are devoted to quality schools, I think they are devoted 
j to helpinq those who need help and who carmot support them-
! selves • I think they are devoted to a quality en vi ronmen t. 
I I think the real concern is that they don • t feel they are 
I qettinq their moneyv s ·worth. The tax money just isn • ·t being 
I spent a.s efficiently and as well as it might be spent, and that ; I is why there is little confidence in what is going on. 

GOVERNOR BOND: Rather than fighting to qet out of t.he 

9 

EO 

u 

u. 

'3 

~ 

U.i 

ve 

n 

18 

19 

20 

2t 

22 

I straightjacket that you have put llS. in: r wili just say per-
haps you aren •i: aware of vThat has been goinq on 1.n Jl\if.;souri, 
because we have had a very tight budget in my administration 
and we have gone through reorganization* and we have done eff:t­
ciency studies in the st.ate government which has helped us 
save money and helped us keep a tight budqet in balance. 1 
would ask that you withdraw your desianation 

MR. CL.fu"lK: I meant. to indicate that as a l'lernber of the 
progressive ~ling of the party you might be more syMpathetic 
to so·-called social ,,.,elf are programs'" 

GOVERNOR BOND: Let me ans,.;er your question wi thont 
spendino more time argu.in~J with your designation ~ I aqree with 
Dan Evans that people ar.e concerned, primarily about how well 
their money is being spent. 

I think our people recognize that there are nany pressinq 
social needs that government rr~ust address.. There are needs 
that can come from no other source.. They hate to see \'laste. 
I think they are frustrated at the federal level ,.:Ji th burca u­
cracy, red tape and the misdirected priorities that many of 
the categorical grant programs we discussed earlier forced or. 
u.s. 

i'iR, CL..'\R!{: And soaring property taxes, and that has 
become a particularly m1sl:y word across the country, are one 
of the reasons for the rebellious mood among many taxpayers. 
Do any of you as governors have the answer to this -- and 
I knew a number of sta.tes are trying to develop programs that 
'vill provide some relief on property taxes .. 

GOVERNOR ~100RE: We have already undertaken this in the 
State of West Virginia, and this is not soMethinrt we hav•3 un.Jr•r­
taken recently. It iE, a throwback t.o the early •Jos,. \'Fe 

don • t support our secondary and eleJ'I'I.entarv educational systen 
on the basis of real estate taxation. The state of \'iest 
Virginia supports its educational systew by 97 percent of 
an expenditure from the general revenue fund of the state. 
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So we~ c.:rc net consta.nt.ly, \'lhen the costs of education a::e 
going up, v7e are not con.:;tani:ly qo.i nq back to that real estate 
base, \vhich iscausing a lot of sta·tes problems., t·le hmre the 
eve-n-?st, as.J..de from nawaii, as a state, in the d.istribut.ion of 
our t.ax dollar to edu<;ation of any of the 3t.:ates .. 

GOVERNOR 'l'IlOHSON: We hav·e jnst the 0:9posite of what 
Governor Hoare has indicated u1 l·1est VirgL1ia, because as far 
as our public schools are concerned~" ,.,e contribui:e less than 
any other sta·t.e in the union to the public school system, whicl: 
means thct most of the bur0er; of the public schools :i.s carried 
at the local level. I ha·ve been a st~ong udvocate of havinq 
:it at t!1e local level 1 which means the property taxes in 
our sta-ce, bE!cau.se it simply means that the people thf::!mselves 
are closer to the educationa.l probleMs l'hey haw: to go cut 
once a year to their ~chool IT!eetJ.nq and decide whether they 
are qoing to vot~ a particular appropriat:io:P, whether they 
are going to raise salaries of the teachers. 

t•!e have a very democratic government in Ne·-:v· Hampshire • 
This J.S somethinq that I would like to see us presenre. I 
would point out that our ~roperty taxes are,. "rhile high, not 
that st .. iflinq: they are much lm·mr than ~~assachusetts .. 
On a total local and state contribution \ve are well under the 
national average r an<1 we are well belo\>J any oth~rs in New 
England. For example, the total that a taxpayer pays ir. :new 
Har.lpshire, local and state,. i.s $456 per capita, and that. is 
much lower. 

He would all Like to see the property tax less, but let's 
bear in Mind that 't'lhen you Il'ake the pr.operty tax less, then 
you have to de ~1hat has happened in ~'lest Virqinia, transfer 
the burden sonH?wherc ,_::ds~. 

In Ha.ssachusetts they tried this somt:; five or six years 
ago, saying that they wculd reduce proper·ty taxes by bringing 
in a sales tax. That didn~t work at all, because af~er one 
year the property taxes \vent :J,p, and now the sales tax has 
gone from three to five percent_ And so the important 
thing ah.rays -- and I t.hink this applies to all of us as 
public officeholders -- is to level ~;'lith t.he people, and let 
ther• 1:.now that when yon \vant to reduce proper·ty taxes 1 you are 
goinq to change the load. and put it some1r7hc.re else, on some cth 
taxpayer 

rm.. CLARK: Governor Bennett, do you find Kansas voters 
upset about property taxes? 

GOVERnOR BENNETT: r.rhere is no doubt about it. Kansas, of 
course,is an a-::;rarian. stat~f and most of the people that are 
engaged in the farming industry have tretr\endou.s tax burdens, 
and it may or may no-t: be.:ir some relationship to their abj.li t.y 
to pay.. So we have been trying to deveJ.op not only state aid, 
but alternative sources of revenue that might be available to 

these lee a 1 units that ot.herwise ar.e totally 
dt::'pendcnt upon the prope:;:-ty tax. 



~ 

j! 

~ 
I 

~ ,. 
r 
I' 

,. II 
' r 

I 

~ t 

10 

The state has gotten ont of the property tax business except 

for a very r"tinor levy thEt is Made for state 1nstitutions, 
but 'ilhat Wt:"1 are goinq to Cio about the property tax is almost 
a daily, certainly an annual problem her.e in Kansas. 

HR c cr~ARI'C: Governor Evans or Governor Bond, do either 
one of you have a magic formula to ease the burden on the 
property tax? 

GOVEHNOR EVJ-'..~;rs: I guess if we had 2. magic fo:rrnula for 
~ ; doinq that. one or the other of uo would be running for Presi­

dent. There are no magic ans•,;ers ~ "ie have some severe 
problems 1n our mm s tat.e right now in tE,:rm.s of school support, 

, 3 riEing rate of rejectior of property tax special levies for 

1 l'l school support, and I don ~ t think it comes because people are 
< objecting to suppori:ing t~e schools, or that they 'tiant less 

! ~n the way of quality education, but: they siMply come to the 

i' point '~here they, in the face of their ')wn budgetary problems, 

u 1! can't absorb addit.ional property taxation; and that is 
: coupled v-lith their skepticism over what t:hey are gett.inq in 

,.~ terms of educational quality. And unless they get back to the 
.·· point ,.,hero they have thnt confidence in educati(>nal quality, 

~~ I think it will be very difficult. r GOVEP . .NOR BOND: One point: that r-feldritrt Thomson brought 

1t: ~~ out I think is essential in~ Missouri~ Our prope:ty tax is 
•' the base of support of loca.L qovernment . 6v hav~n-g a local 

s.l :~ tax base, \?e assu.re that local governments do maintain their. 
.: independence .. If they had to i:ely totally on revenue collected 

~ 13 i' by the state or at some other level, I think quite frankly lo-
·; cal governments would disappear, and the strings attached to 

Fi :j aid from above would ·take away the responsiveness of local 
, governrnen t , 

W I We do have probleMs t.olith the administration of the property 
' tax in nissouri, and in :r.ty state I have pr-oposed and !.flill be 

n !I proposing a number of legislative and adrninistrative rEforms. 
'' 1 think the real problet!l 't'li th the property tax is it is 

, 11 paid in one v-1hop; something like a salet; tax which :i.s a nickel 
1'"' 1

1 here and a few cents there, is no·t quite as obvious. 

1'1 

~o II 
~' 
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The property tax could be ?aid over a length of tir1e rathe:!: 

than hit upon the taxpayer as one large bundle, in our state 

J·ust after Christmas .. If: would not cause the problexn.s that it 
does 

M'R. CLARK: Governor B~nnett, ~Je are going to ask you 
abo·.J.t a specific problem. Housing is one example of a problem 
that has been badly bungled at the federal level. Hany housing 
programs, I think you would aqree, hr::ve been ~ostly failures. 
l·re have a national housing shortage and a crit:ical shortage 

--v .. " z.t I in some citi·~s" 
would the r.;tates he able to solve this probleM j_f the 

federal ~rova:r."'Tlnent got out of the housing business and just 
dumped it all on your lap? 

.,.,.~~ ' ~~ ~· t• h ,. , , I I'<:-' v . 
r~ (-\ . ~ !i 
'l~ ,. .>o, 

~· II _/ 

GOVERHOR DENNE'rT: I think any time the fed€:raJ •jovernment 
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:; gets out ot somE.~ of these thinqs that normally would fall to th~-i 

!' juriscict.icn of •;he states, J t is bound to illtprove.. if noth inq I 
else i.n reducinq admin1strative costs. 1. think the st.ates are 
going to have to do it. h'e are considering a housinq authority i 

I here, but we '",rant. to be of assistance more than \>le ";ant to I' 
~: :teally go into the banlo.nq business or into the construction 
!' ht1siness, because perhaps New York and some other places have . 

taught some lessons in that pard.cular area. j • 
I still have a great deal of confidence in the ability t 

I' of the private s~:groent of our economy to address the problem if 
1 we just give them smne help 1 and I think our little friend 
· that was talking to us ~oday was addressinq hi~self to that 

problem .,,hen in effect he said, give theN soMe er,c0uracTeJTtr·nt.: 
sone incentive, and they ca.n move alonq with it. 

1, 

* * * 
-~ ~IR. CLARI\: Because hou.:-::inq stands as such a horrible 
·• excmtple of the type of program that has been a failu:re ..lt t~w 

1 
federal level, t.Ye i.vant to continue that d.isc~ssion a little bit 

H 1 and see whether any of you r.1=:ally would like to have respo:c .. si­
r bil i. ty fol~ handling tl:at SO'Ct Of a prob 1 em in your stat;E·S. 
I . • • 
j GOVT.F~OR THOHSON: No, houslng 1.5 cer.ta1nly a r-e.al prcbl.e:i, 
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! in the Untt.ed Stdtas toddy, bat. I wouldn~t want to take on the> 
•1: respomnbiJ~ties o.t hous'i.na in our state~ where the fedc·:ral 
I ~ ' 

,' govfJrnment has made such a mess of it. 'Phe real answ<:'r: in r.~y 

Ill judgment .. l s for ut~ to cut down, as I sa1d earl~er, on on~-
l levels of spendin9. I can r.ecaJ.l at the N;3tional Governor.s 
, Conference in w-ashington in N:\rch we \.•ere. all told l.here hy 
,iAJill Simons, the Secretary of the 'r'reasury, that. we werf' qoinq 

1

: to be short something like RQ percent of the avai lablr: capital 
1 for .tnvestment .. simply becausf: the var:i.ous qovernrnents in 
;' our land would be absorbing that durinq this fiscal ve0r, and 
~ that leaves about 20 percent~ If W? can begin to cut Lack on 
11 some of: our expenditures and hold our costs down, this w.ill 
I free up nore mone-y for ~:he private investment sector, ancl tJ1en 
! if you have that, 1 am sure that builders and bankers can do a 
1 much better job in the housing field than the bureaucrz;.1:s t 

I or, with due respect. to the governors he~e, certainly as far 
as I nm concerned, they Ci)Uld do a be·t·t.:e-c job than t.h is oov<'!rno4 

I could do. and I would lea\re .1 t in the private sector and put 
l more money back :i.nto the private sector. 

I r,m CIJARK: No·: ... tld anyone else l~ke t.o qet into this 
l housinq i teP.l? 

1

1 GOVERNOR ~!OORE: We have undertaken this question in th(' 

. State of West Virginia~ WE: have ou.r- West Virginia Ilousinq 
Developlllfmt Auth.ority, with considere,.ble bondin9 authorit.y 
to correlate beb1een i:he priva·t.e sector -- it is an encourdr;tnq 
typ·~, an incent.i7e type of: pro9r.a.m, to relieve the housino. 

I, ;;~~~·icul'-~es 

1
: ,...._J... ... ~ L ...._ >~< \ ... ..1.. .._ "" 

2~ j Very frcmkly ~ if you talk about a national housinry prob·-
:1 lem, .r i.nd~ca.ted the other day to one of the under secret:.::lri•c"'S 

I. 
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il~ of ;1UD that if HUD \>~ere to elcse clot-tn every cper~ttlcn l.n the 
!, State of Hest Virginia we wouldn • t even miss them. 

·.rhey an• not carrying ouL 1 really, any of the 
answers that are in exlnte~ce today tc the proble~s ~n the 
field o£ housing~ Nm;- qrantec'l, all c.f us \vou ld much rather have-: 
no government at alJ.. .: mean, e'ren though \ole ace in positions 

,. of fundamental const.i tut.~.onal. respon~ibill. ty, V-lE' \11ould ll.Ke 
·~ to do with the feJeraJ. estnbl i shrtent and t.he state establl.sh­

ment. All of u~ "10uld have less he?.da.ches. But Governmen·c. is 
~; establ ishec for the express purpose ·to deli vex in an area 

'! ' where: l t.he private sector has either failed,. or 2. the 
:;>eople themselves cannot unde:r.take to fulfill that defic1.ency 
in the broad spectrUM called the c;uality of life. Very frank­

' ly, if the states have to assume it, I am not afraid zap a _ " ! governor to undertake x t. Very fran}~ ly, I happen to think 
:• t~1a r.~si:. inn.ov~tive qovernment in the United States today is 
~: representa~i'Je of \!-:hat is taktr.g place in the states aro~nd 

thl.s conference table here and a numh<~r of states not repre-
" sented in this ISSUES 7\.ND A...~SWERS program,. 1 think, very very 

fran}~ly, the delivery system in .?'.merica 1s all fouled up,. 
i;; ,l and until t~ie Conqress and the: Administration, 't?hether it: is 

I this one or. the oncoming Administratior~ .. can c~nceive a better 
~ jl delivery system t.:> prov1de ans~,;e~s to that segnent of our 

!1 societ.y· that qovernment :mus·r.: prov-J.de the anS'tlers for, not for 
!' all of society but for that segment:, then the ~>tates are going 
11 to have t~c undertake some responsibility .. 

~'3 j HR CT..ARK: lrre there any advocates of state housing 

1
1 programs on this si.fle? 

-<: I GOVERT\!OR BOND: Well, t.ve t-~ave a housin~ development 
li commission in !·iistwuri t:...;hich prO\-"'ides assistance in low-income 

'il~ lj housing.. This again is on~; of the a:!:'eas such as Governor 
~~ rtoore mentioned wher.e there is perhaps some extra assistance 

·;s 11 ~eeded; Bu~ : -.~ou~d. a~so aq~·ee ~r~~th ·the. point that t~:- heavy 
, .... ede:::-a ... defl.c~ts, che ~nflat~cn, .... he dry1ng up of ava11able 

~7 :1 capit2".1l for investment throug-h financing of deficits at. all 
illevc:ls of government has done a great. deal to cause the prob­

~~ I lerl"l. I would like to see our free economy in a hetter posi-
,j tion to respond to the needn 1 but ~-1e in Uissouri are also ready 

1? 11· to help in those instances in the lollr-income area where housing 
i, can only be provided tori th Rotue state assistance. 
I• :-o !! l'1R _ CLAR!~: And, Governor Evans, with the tremendous cost 
11 of financing house programs, and particularly with currently 
·
1 high and st.ill climbing interest rates that conv~;rt :i.nt.o very 

eXpensive mortgage rates over a period of years, do you see any 
~2 realistic prospect of the states funding their 0\•m housing 

1 programs? 
23 1 GOVERNO.,..{ EVANS: Hell p some have o'rer the years, and have I 

I ceveloped a rev-olving fund that now has as much income coming 
21 in as the expenditures they are naking, from past loans, for 

j the past effo:rts .- The state of ora0on is a good example, 
" I• where they ha'!e had what started out as a Veterans f-o•Jc --.ng li proqrrur.. The state of 1·1ash.ington doe.s not have any sim>lar 
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f •' I proqr.am, and 1 don~t imagi.n.:: we are likely t.o qet into thal. 
I v1e have a very personol intet:est in hous.r.ng The state 

of t'Jashington, the north\1est ~s a r.1ajor p::oducbr of :.uwber 
, and pJ ywood and 1:.he r:tater ~a Ls that go 1nto th·2~ natl.!Jnal ll housing industry, and I think on that sich; of thin9s, there arc 

\. many relaxations of some qove::nmental restr ict:i.ons 
i 1 a.nd some t.Lad i t~onal practices t.hat could cut the cost of 

housinq We tenJ in our bu.ildinq codes to restr:tct. to ~ueb a 
degree ne\-.r and innovat:tve \vays of doing tlu.ngs that WC' ra lS<.'" 

the cost o: h~using t think so~e of our labor practices 1 
through our traditiona.l craft un.1.ons agai•l lead t.o roorf?- e:q_,€•nsiv(~ 

!· 
ll 
l 

II 
!l 
H 

thnn necos..>ar.y hous•nq costs. i 
: th:tnK there are ~ lot of wayc, on the half that r~latP I 

to how you can build a better home cheaper, there is a ) ot to ! 
be done there • just as ·there l.S sometlunq to be done Jn te>rr..s J 
of financing. 

1 ,, 
1: I 
t· 

~" ,, 

l1R, CLArU<: I , .. culd like to s!nft to anot.her subjE•ct 
at this poJ.nt, and take another qnic;k poll on how ma!!y of: 
you favor federal aid to rescue New York City. 

GOVEP.,JOR m::nNF:'l'T: I am unalterably opposed to it. 1 H I 
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do feel that we could consider the bankrupv:·y situation a c; 

the President suggestNl, but I don't th1nk that is the ti.r'r:"·'-'·'C':'", 
and I think it would b<'~ an encouragement to further fiscal 
irresponsibi:ity 

GOVERNOR BOND: I have strongly opposed any direct fede:-2.1 
bail-out or any fer.1eral guarantee of Hew York. \Je a1 c 
having to pay h::.gh~r interest rates on our h0nds ~ If 't1ct._t y~..-}~ 
City 1 s bonds t'lere 9'Uarartteed by the federal crovernment: .it: 
\~·ould give then a p:t·-zferred pos~tion, and it would p(>nal1 ;u· 
those states and localities which have been rcspons1bl0. ~c~ 
York•s only salvatic.n is going to have to come th~ouq'1 t..iqr·t ·.~­
ing its own belt, "'hich we in cur sta·tes have had to do~ 

GOVt:RNOR 'l'liOnso·~r: I am ··:ery Jrluch opposed to any heJ p 
the·.r-e, because vre \·dll never gP.t a control on spendin0 unlesr; 
those who are doing the excessive spending come to reali.ze 
that there must be a balance beti.>~een t.he J.ncome anu outgo, iH,.J 
the peoph~ of New ·v:ork 3.rtd t.he State of New York for U··dt. 
matter, arc going to ha·ve t.o learn that. 

1 an VE·ry concernec that there are those in Conqr e~s -...:;Jo 
are now talkinq about general revr->nue sharinq beinq tack(•d 
onto a bail-out :fo:r: the City of New York, and I vJOuld be op;Y)S<:(! 
to it, e"\ren if they put. the revenue sharing on H:, becau!·~<, 

((~?41 "'. ( ... ~ ,, ~ (iJ 1 

I think that there is a very real principle J.nVc;"Jlved h8-rc·, a:~d 
we must face up to that principle, and I hope that the Prcsi· 
dent vd.ll not. '-laffle on t-ihat he has sa1.d about this in tlv:· 
past, and stand st.r-·ong and veto any l~ind <"f bill that rr..i.ght 
come in for the aid of New Yor}·~ City. 

MR, C~~RK: Governor Evans, would you like to see a 
President~al veto on tint? 

(., ~ ::s ll ., y 
~ ; I GOVERNOR EV.ANS: Well.r f1rst I think the prime .responsi·­

bili ty :ts with the citizens of He• .. , York City, the secondary 
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! respons~bili ty is w:L th the State of Ue'~ York. Uany of our 

14 

!;
citizens would like to have free tuitions at our colleges and 

• !' universities .. Our state e.'tlployees Wt')Uld unquestionably like 

.~ 1: to have a non--contributory pension system~ But. we contribute · J 

' € and 7~ percent of the crross salaries of state employees , 

"" l to enjoy a pension syst em , \'le would like to have the sala:cies 1 ~ I" l 

' th.a t exist i.n New York. 
1 

4 ! I think the quest1on of whether t:he federal government 

~ has any role or not depends first on New York City doing as 

r~r l much as it possibly can •. New York State follm'ling up and doing 
1 .as much as it possinly can~ The federal roll~ if any, ought 

11 to be one to assure that after those t:wo things have happened, 

. j if there is a temporar·y px:oblem xemaining that will affect I 
i . the basic continuance of impor'i:an1. services in New York CJ ty, 

I don't think any of us would l ike to see those dissolve and 
a 1 the c~ty, itself come to a standstill. But if the federal 

1 .. government in any :t·espect steps in, it. .has got to be done after l 
e I a full effort by bot:h of those other 'l~wo levels, and in a way I 
! that will not give eJ. ther 'r7indfall prof]. ts to those toJho may 

Q !! he holding bonds at th~1 present time or in a way that \'~>'ould 
.j affect the fiscal. respon:3.Lbil~ty that .is so important for 

~~ I other units of government ,. 
, MR. CLARK: And Covernor Moore, would you like to see 

r2 ll President Ford veto any program of federal aid for New York 

ji City passed by Congress? 
"3 I! GOVBRNOR HOOr<E: !·Tell, Bob Clurk, you have just discovered 

: a political first... You have got five governors that agree in 

~4 j total essentially with respect to the situation in New York, 

! and I don't know of cL..TJ.Y other news programi given the circum-· 

~(: :j stances that exist within the Republican Party or across this 

; country, that is going to get: the unanimity expressed here. 

iS lj I could echo each of the observations made by each of 

li my fellow governors and indicate that they generally have 

17 11
1 

summed up my attitude. 
~m. CLARK: Are any of you concerned about the ripple 

;p, l effect, so-calledr the "'orr.f that a ba.nkr -.i.ptcy in New York Ci t.y 

I would spread across t~he country, and as Vice President Rocke-

!9 i feller has said, 1-1ould be a catastrophe for the country? 

~0 

21 
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' GOVERNOR HOOF.E ~ 1 think 'tie are, Bob. But I think Chris 

perhaps made the observation that the State of Missouri 
has already begun to pay a premium as a result of the problem 

in New York .. 

/ ---:- ., 
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Our rece.ot experience in the bond market indicated that 

even though the State of "t1est Virginia bonds in that particular 

category were well recei·ved, that we had also paid a premium. 

That ripple effect I think is already there. It has not been 

as profound as some of those that have been su<:Jgesting 

it:s net result. 
There is one other factor involved. We are talking about 

the default on a single premium. We are not talk~r..q .about 

every bond that the State of new York -- excuse me, the City : <£. I 
lt 
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of New York has coming due on a qi ven day f and the.tr inabili ·ty 
to reach it. ~\Te are talk~nq about the default on a particular 
coupon, and I would say that a~s one experience that a lot of 
us have had around the horn ~n one way or another, and it has 
not altered materially -- givenf though, the circumstance 

1 of the s ta turc o!J:: he City of New York and the financial comrm­
nity it represents, but sene of us have experienced the default 
of a. coupon • ! t has not had that qreat disturbinq and 
rippl1.ng effect that is broadcast to have been the case jn 
Ne\J York 

* * * li 
~ ,, ,, UR CLA'RK: Gover11.or Evans, your state has the highest un­

:~ employment rate of any of those states represented here today, 
j: aoout q per<"'ent, higher than the national average. Can P~pub­

, l llcans hol<: on to the ~ihite House or to state off1.ces if t!icy 
11 ~o through 1976 wlth B million or more Americans out of work? 

GOVERNOR EVANS: Ne are in a touah economic situat1on. 
I ·• I· rhe 8 cr 9 percent unemployment rate in the state of 1'1ashirC'It:on 

t~ 1, ~s nothing we t>fould like vex:y much, but we went throuqh <.tn 

f 

1.1~ 

aerospace recess~.on a fmV' years aqo when the unemploYMent 
rate was 12~ to 13 percent, and over 15 pe.rcent in tlH:> r1ty -::;f 
Seattle, and the c::..ty of Seattle is now dO'\<,"n to about 15~ pr·r-
cent Our unemployment rate in the state will alw.-lyG l>~ 

~~ somewhat higher than the nat:ional average, s.unply because- of 
73 11 the seasonal nature of much of our J.ndustry, the fishing aut.:i 

1; the lumber, logg~ng and other associated ir,dustries juzt 
statistically lead to a higher unemploynent rate. Hut I her-e 
in 1976 people w1ll understand and recoqnize ~hat the Pr~~i~nnt 
came into office wlth no time for preparat1on, carne in nt 

iS 

1 

/'fui?0, 1S 

11 a time when there \·Tas raging inflation, when unemploy··nent \1l4lS 

soaring, when the \-:orld "las torn apart. I think s•;)mC very 
constructive major steps have been taken back to~mrd econc.mi::: 
stability, to cut the 1:·ate of inflation in half. 

/,..... <',....\ 
' .) cJ\ 
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Ue are not going to very easily cut down the rate ot n~l­

e:nployment., He have just get the full force of the younq::..t( r·1 
born right after \'lor.ld War II no,.; corning into the labot: 
market, and nobody, believe me, no matter what they prorr.isc>d, 

il ar: like7y to cut the rate of unemployment very rapidlv in 
~i th1s nat1.on~ 
II tm. CLARK: Governor Bond1 de· you see tlus high rat"" of 

20 

" 
national unemploYJ'lent, \'lhich is currently 8. 6 percent, 

li I believe, as a dangerous political issue for Republi;:~ans 1.n 
~·1. ti the coming year? 

I think we have to look at it as onP 
J;'j 
c.~ 

' I 
GOVERNOR BOND : 

of the nost sign~. ficant probler.ts that we face in the country 
today, and the political considerations oag-ht to come I, 

··15 II 
!j 

~ ~~ 
'I 
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second Hissouri we think is very fortunate. l.Ye hal!e only 
about 6,4 percent unelf\pJ.oyed, and yet we stl.ll Make JO~s 
for Hissourians our No, 1 priority< We are inter.estP.d in 
qettipq good job..: in 0ur state, working to develop thr<:''1n1i 

j 

I 



,---. 

'·I 
li ,, 

16 

.~ all the resources we can, the necessa1:y incentives and attrac-
1 1, tions for private industry and privat.e employers to provide 

:i good jobn. vJe can do that on a state letrelo I think on a 
" national level, the President v s recommendatJ.ons to cut taxes 

and to cut. spending are a very sound start. 111 dealing wit.h the 
' federal fiscal problerr.s wh1ch have contributed tc un(:-:mployrnr~nt. 
1 I i:hink if we ':mi.x:y about solving t.he problems, then 

"' '~ the poll.'l:ical fallout •.)X the poli·tical feedback ,.;ill be 
secondary., But I t.hink i L is one of t.he key problems \'le have 
t:o solve 

, , MR. CLAR!{: Cove:rnor Moore, do y('u see unemploymt-nt or ~n-
' flation as the more seri.ous economic issue facing the country? 

GOVERNOR HOORE: Of course, the tirneframe in which we are 
cper:tt:i.ngt' we have hac.t the experiences of bot~n, neither of 

: which have been pleasant. There .1. sn • t. any question if "'e re­
' 1 view every 'Presidetd::ial election for the last 40 years, the. 

~~ question of Hconomicr; relatlng to e...'Ttplcyment have been a very 
l baste part of the Presidential campaiqn dialogue" But then 

again if ycu just think a little bit deeper, so is housing. 
·c. You pos~·d a quest~ion to us on housing. So is the question of 

~~ education., The treatment of those that are aged citizens. 
n '' A.rv."i each one of the presentntions that have b~en undert.akan 

•' by oo+.h pol.i tical identit.1es ·that have conte~;ted for the 

2 i' Prc~7i~ency ~~ave tried. to resp?n.d. or answer to the~e areas of 
il' ~f:.:f~cl.ency 1.n the __ natJ.onal c~.:Lmate, a~C yet we s·t~tll h~ve . 

L.hem today. And 1. am essent1.c.lly say.tng to you, yes, J.t l.S 

g0ing tc be a. pc.rt: of th,a P:r:esidential campaiqn dialogue, and 
•. '1 j yes, by reason of the high ra.te of: unemployment and the fact 

l that \tle occupy the 'i'lhi te House 1 we are going t.o get our hard 
~S li knocks as a result of it. 

But then, Dan has :!.ndicatad if you took at it in a much 
broader context, my state of West Virginia has an unemployment 
rate of about the 6 pE:rcent level, a rea '1. unemployment rate 
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of about 8 percent, w·hich in modern hist.ory is the finest 
economic climate in terms of jobs we have had. But the fact 
of the matter is roy people are still sensi·tive of the fact 
thc\t there are: 8 percent unemployed in the country" And 1. t 
is going to be a pdrt of the Presidential campaign dialogue:. 

HR .. CLARK: Governor ThOJ-usonv ~s a Ronald Reagan chief 
hooster, here, do you think the national rate of unemployment 
is going to hurt or help him? Of cou~se he will be 
campaigning against President Ford, who a lot of voters will 
blame for that high unemployment., 

ll r::-- 1: . r o R lJ ',, 2S r 
<,.. l 

,.~ rjl I 

GOVERNOR 'l'Hm·1SON: I think it ~,lill :cather help Reagan 
than hurt: him, because I think people are going to be 
respor1din9 to the incur.lbents and goincJ to be upset with them. 
!·Je in Ne\-\f Uamp~hire have the lov."lest unemployment rate in 

~ ~r~ 'b ' 
'rl 

..,.vsl 
-~ I 

New Bnqland, The fig\!res as of a few week:-> ago were 5. 9, 
and \'te have consistently been almost half of that of ou.!' sister 
states. 
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i· The real prcble:m, unPtrtployrnent and inflation go hand in 
, ha.nd, and 1 think the real problem here is that we are not 

I solv1ng ou·c enE::rgy problerrt This •..vould provide a lot of jobs, 
but all up and down the East. Coast, we know from Soue~ 
Carolina to New York <md t.;est'\iard to Ohio there will be severe 

, I' unemployment this t-T~r·ter., Why? Because of a shortage of 
' .! natural gas. 

!! Now, \'le should qet out. and get the oil and the qas on the 
·: continent<ll shf-•lf, we should bt<: building more nuclea't' pl.ants, 

providing jobs for our people, and most l.mportant of aLi, pr-:>-
1' V.idlng tbe energy that \..rill keep our factorie::; runninq, 

I 
I 
I 
I 
J 

I 

I~ and this we have not done, and the l• lame f..or this should bf:' plildE>C: 
squarely upon the c.ho,llders of the Democrats in Congres.:;;~ 

., They ha,·e waffled and have not had a national program. 
! MR. CLARl(: I went -to get on t.o anot.her political question 
' or two if Governor Be.mett doesn't object., 

11 Vice President Rockefeller has thus far avoided saying 
flatly he won't be a candidate for PresJ.dent, J f Prcs1dent 

9 Ford fa~ls to get thc nomination himself. 
!, Does anyone here think that: Rockefeller may st~ 1 1 try t.o 

t(\ 1 get the nomination for himself, perhaps l.n a sto~·-Feag•m 

I' move at th•:! national convent.,on? We will ask Governor B<"'~)nett 
q I O.trr.f: 

I .. -~ .. -· 

... I GOVERNOR BEUNET':': I don't think so. He didn't qiv~ uc. a;·y I 
1 ~ I indication publicly or privately that he was goinq to serk the 
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nomination. I thjnk the only thing I did hear him say 
at a press conference was -- somebody tried to say "t-Jell. yo•l 
say you \'lill never run for President," and he obviously 
\1ouldn • t ma1ce that statement. But 1 don't think he 1 s 
goi:1g to ba a nor1:i nee or a candidate for nom:tn~t1on at all. 

MR CLARI~: And Governor. Thornson, briefly. do j'OU th.! r":. 
Rockefeller is really out of u~e J 976 race for aood? 

GOVERNOR Til011SOH: No, I do no~. He hasn 1 t. closed the d.oo4', 
and I think there i.s a qood pcssibil1ty he mi.qht very well run 
for the Presidencyv I 

GOVERNOR BOND: As long as President~ Ford .is in the r'dCC~, 

I am fully confident that Governor RockefPller, former Govt't;i~"Yr I 
Rockefeller, l10'i7 Vice President Rockefeller, would not. .-"'n tt·r 
the race., 

MR. CL.~RK: Governor Bond, stop me .1 f 1 a.J"l w.ronq, but- I 
believe you are one of the Republi:.:!an qovernors who has de;;J i ... o1 

to state flatly that he would support the nominee of t.he 
Republican Party. whether it is Hr. Ford or Hr Rena<:~n. ls 
that correct? 

GOVERNOR DQUD: No. 
HR" CARLI\: You have said you triill support -­
GOVERNOR BOND: I have said a.ll alonq I \vill support 

the nominees of my party~ and I 1t1ould expect: that I voult: be <ib:t~~ 

to do so under almost any circumstances. 
I can '·i: say that forever and ah1ays I will a lwe!ys sup!:.ort 

the paople 1 but I have no probleMs with --
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,_ 1 rm.. CLARf~: _ •ro be rE~alistic, the question perhaps should 

1 
be \'lould you support Ronald Reagan if he -;,ras the Republican 

1
'1 GOVERNOR BOND: I v1ou ld certainly have no reason at t h i s 
j point not to support hil'l. . I see nothi ng t hat would cause 

2 

"' 

[ nominee? 

.., jl me to decline to Bupport him • 
1 HR. CLARK: Gove rnor Evans, can you see Vice President 

4 - Rockefeller entering the Presidential pi1:ture? 
GOVERNOR EVANS: No I think he said what he has said, 

F lj 1 think it .is quite clear that he is stepping aside from the 
!1 Vice Presidential race. I don't think he ~·.:tll be in the 1976 

f !; race., even if President Ford ~ve.re to step aside . I rather 1 
ji suspect h e would not. be back in .. t.he r~ce ~ 1 think ~e has reached 

J il the t--ratershed, that he ~s stepp1.ng aside and means J.t. I 
l
i GOVEP.NOR HOORE: I a gree with the observations Governo.t· 

··· Evans has made. I can't: conceive of any change in circumstances 1r 
even given the .renoval f rom the race of the President himself. 

S ', that thE; Vice President t•!Ould reent.er the President.i .. al race. 1 
I, HH. CLAHK: And Gove rnor Thomson ,. as the lone avowed f 

1n !. Reagan man here, would you support President Ford .if he becomes I 
I the nominee? · 

~~ ~ GOVER..~OR TH0£1SON: That will depend on how the issues 
: develop throughout the c ampaign . 

'~::! I HR. CLl\RK: Does tha t mean at this sta.ge --
•t GOVER:tJOR tl'HOUSON; Not saying categorically that I would. 
p 

13 '! MH . CLJI-:.RK: Imd t hat might. raise the question, 'V.lOUld you 
1. th:i.n i~ your view on thi s r eflects a fairly ~Tide viet..r among con-
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scrvati ves? 
GOVERNOR 'J'HOHSON : No, I don't know that it does, but. I 

think the time has coroe in the Hepublican Party for us t.o 
place less emphasis on s t ructure and more importance on 1ssues, 
and I lock fort.r~ard in t hi s campaign to a renaissance of the 
Republican Party in servi ce to t.he people ... 

!--\R. CLARK: And to still '' .nother rather detached issue, 
thcugh it may have some political spinoff: How 'Iotas the firing 
of fcrmi~ ·r Defense Sen·et.ary Schlesinger and the deb3.te that 
has sparked ever detent(~ and national security affected the 
President's election proHpects? 

C'..OVERNOR ffCNUE'l''J' ~ As nearly as I can tell here in 
Kansas it hasn't had anyeffect at all ... I think maybe the 
?ress exag·gerated a l i ttle bit, and perhaps made it a litt.le 
more dramatic than it was, but talking t.o individuals 
who come in and out of t h e office and at l"'leetings 
and what-not, 1 find no great concern. except over the press 
exaqgeration, at the mome nt. 

2!3-1 
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~m •. CLARK: Governor ~1oor.er do · y(.)u f i nd concern in 
West Virginia tha.t the Pr esident and Henry Kissinger mig-ht 
h}jve gone too far too fast: on detente? 

'-.J ~~~ I 
I< ~ 

' .... , -.$1 I 
, . ·: /7';) I 

"-·· _... i 

GOVEP.NOR HOORE: I think you have moved the question 
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I and sort of com<! up with a tr.arriage of the two, when you 
I !1 refer to the President and the Secretary of S"Cate. I think 

!1 all of us have a very very serious question .1.n our minds, to 
~ li a degree, on the question of detente, but if 1 relate your 

1 que3t:ion in the same cont-ext as it. was posed to Govern.o:c Ben­
S jl nett, the removal or: the change of personnel within the frame·· 

1! work of the Executive Branch of the Gov·ernment.., we didn't view 
~- ji wir .. h ala:r·ml" nor do Hest 'Virginians . 

. ,I It was .interesting to me to note that the print media a:-;d 
~ ' most ?£ ~he viewing medi~ qenerally looked at the President 

~. and saJ.d r ·•Hhen are you qo~ng to put your own team in?" 
.-; 1! He ·..rai ted a period o f 12 cr 14 months " got his own +.:~::.urn 5_n, 

•1 <tnd :: i ng o , you ask ">vhy he dicl .it 
7 1j .HR. CLARK: tie ~..rant t o give Goverlior Thomson, 

11 because ncnald Reagan does feel s ·t:.rongly that we are moving 
:J II too fast trn¥ard d~tente. Do ycl! feel the same way, Governor? 

1 GOVERNOR THOflfiON: .L feel the same way. I think that the 
9 I President fired the wrong man, r1amely. he should have fired 

I Kissinger instead o:f. Sch I es1nqer, and I t:hink his move is 'o 1 defi~i~~ly going to hur t him in the Prl3sident.i.al primary 1n N~·..., 

I' Hamp;..,hu.:e. 
I ' p 1 MH , CLARK: There ~s no one else here I gather who feels 
'li ~~at ~he~ Pres~ dent's reelection prospects vould be hurt by 

p ·! .us st:a.nc. on u.etente? 
i. GOVERNOR BONO: Not in 1·1issourL, I think the news media 

B II has made more of it than most of the voters. 
1 MR . CLARK;: Gentlemen 6 we are to the point where we a.re 

li! 11 about out of tirne u We -..:ou ldn 1 t hav·e tiii'le to let each of you 

!
answer another complete question. 

iS 1 We want to thank all of you for being w1th us on ISSUBS 
~.l l\ND ANStVERS. 
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NEX'.r WEEK: Ronald Reagan , former Governor of California, 
and candida t~e for the Republican Presidential 
no!'1ination 
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THE W H IT E HOUS E 

WASHINGTON 

November 25, 1975 

t1Er10RANDUM FOR: JIM CANNON 

FROM: JIM FALK 9? 
SUBJECT: New York Notifications 

To Call: A. New York Of ficials 

1. 
2. 
3. 

4 . 

Governor Carey 
Ha yo r Beame 
Warren Anderson (R) 

Perry Duryea (R) 

B . Other State Officials 

* 1. Governor Moore (R) 

* 2 . Governor Bo~d (R) 

3. Governo r Ray (R) 

* 4. Governor Evans (R) 

* 5. Governor Benne tt (R) 

6. Governor Milliken (R ) 

7. Governor Holshouser (R) 

8. Governor Godwin (R) 

9 _ Governor Hammond (R) 

10. Gov ernor Bowen (R) 

11. Governor Rhodes (R) 

New York 
New York City 
New York 
President of Senate 

New York, Min. Leader 

West Virginia ' f Chairman, RGA ; 

Mi s souri, ~ 
Iowa, Ch a irman , NGC ) 
Washington ..,_,;' .. Kansas 

1 Michig2.!1 

North Ca rolina 

Vir ginia 

Alaska 

Indiana 

-Ohio J 
*Oppose d aid to Ne w York City on Issues and Answers Sunday 
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To Call: 
12 Governor Askew (D) Florida 

13. Governor Salmon (D) Vermont 

14. Governor Longley (I) :.laine 

15. Governor Anderson(D) Minnesota 

16. Governor Ramp ton (D) Utah 

17 . Governor Noel (D) Rhode Island 

c. Other Local Officials 

1. Mayor Ralph Perk (R) Cleveland , Ohio . ..... 
l 
i 

2. Mayor Richard Carver (R) Peoria, Illinois I 
3. Mayor Timothy Barrow ( R) 

4. Mayor Pe te Wil son (R) 

l ,,~£;" 

Phoenix, Arizona 
( 

" 111 

~ 
San Diego, Califor nia a 'P.O. l 

' 5. Mayor Carlos Romero ( R) San Juan, Puerto Rico ' l 
6 . Mayor Moon Landrieu (D) New Orleans , LouisianaJ 



The President will make a short statement on New York 

City tonight at 7:30 followed by a Press Conference. He will 

state that in the last month New York has taken a number of 

important actions to cure their financial situation, including 

budget cuts, financing from pension plans, moratorium on New 

York City notes, deferral of debt by banks, and new City taxes. 

The President believes that these strong actions would not have 

taken place without the firm stand he has taken. But these 

actions have been determined by New York officials without 

direction from the Federal government. As a result of the work 

done in the last month, New York now has a plan which will, if 

carried out, put them on a financially sound basis. 

The only financing which they lack is the funds for short-

term seasonal borrowings. This type of borrowing is used by 

most cities and must be repaid within their fiscal year. New York, 

however, is unable to use private markets for such seasonal 

financing due to the way they have previously handled their finances. 

The President will recommend legislation, narrowly defined ~ 
fit#~~ I)CN,..~. .....,. 

allow short-term financial help to the City~n~~aquirr;! ~ 
----------------------------~- ~ 

The amount t~t~ be paid off at the end of each fiscal year. , 
~ ,, $1.3 billion in the first year and $2.2 billion in the second 

~ year. The loans will be made on a month-by-month basis so th~-::\O'~ _ 

~ . U.S. Government can be sure the City is following its plan or:':, ,' 
~r)v· . ...,JI{ 

of such help at its peak during the year will be approximately 

~ r ~ no additional loans will be made. ·,.-') 

~~... Based on this help, essential services will be able to be'"-----/ 

~~~maintained in New York and the actions of the City will have the 
~/ 

essential effect of default with ~e~:1c1;~~:~nt~res~s ~f~~~~ 
various parties involved. ~r ~ v-~ 



The President will make a short statement on nationwide 

television tonight at 7:30 p.m. on New York City. A press 

conference will follow. He will say that in the last month New York 

has taken a number of important actions to cure their financial 

situation, including budget cuts, financing from pension plans, 

reform of the union contracts governing employee pension plans'·· a 

moratorium on New York City notes, deferral of debt by banks, and 

new City taxes. These actions would not have occurred without the 

firm stand the President has taken. 1 They were determined 

by New York officials without direction from the Federal government. 

The actions of the City and the State will have the essential effect 

of default with respect to the interests of the various parties 

involved. As a result of the work done in the last month, New York 

now has a plan which will, if carried out, put them on a financially 

§QJlnq basis. 

The only financing which they lack is'the funds for short-term 

seasonal borrowings. This type of borrowing is used by most cities 

and must be repaid within their fiscal year. New York, however, is 

unable to use private markets for such seasonal financing due to. 

the way they have previously handled their finances. 

The President will recommend legislation, narrowly defined, to 

allow short-term finan:::ial help by the State to the City so that 

essential services can be maintained. The loans must be paid off at 

the end of each fiscal year. The amount of such help at its peak 

during the year will be approximately $1.3 billion in the first 

year and $2.2 billion in the second year. The loans will be made 

on a month-by-month basis so the U.S. Government can be sure the 
~~,...--~ ...... 

/r-· ';.: 'J ; .. ·. \ 
City is followin~ its plan or no additional loans will be made. /,'·· · 

: ·./ 

11/26/75 2:30 p.m. 
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SYAH: 0~ f-.I£W YoRX 
ExECUTIVE CHA.t--iBER 

Al.BAN'r' 1222.~ HUCH L. CAR.t:"T" 
{•OVCI<HOfo 

• 
November 26, 1975 · ~· 

, Dear M.r. President: 
' 

On behalf of the citizens of the City ·and State of New 
Yorl<, I am pleased to in.form :vou that t:he certain f':lnanc:ial and 
.legal requirement;; requested as a preco:n<li t.ion t.o an~, Federal 

·· involvement .in the fiscal cris1~; or Ne\<1 YorJc- City have t•een 
;_ . : : .. accomplished~ and achieved in .f'ull. Whatever decision you 

. . 
· -;-

· ma.l<e, .irJ meeting your re5ponsibi11ti~sJ I mu.st. at. the out:1et 
commend to you the ef.for-ts of the people o.! 1'-!ew Yorl< . In a.n 
unp:r•cce.dented displaJ1' of unity and purpose, trade mlion~ ,- com­
mert~ial ba.n..'<s and, especially J a bipartisan coalition of elected 
repres.c-ntativt:~::-;, have succeeded in produciT1g a result that wlll ___ _ 
prove me-morable, - indeed, a model to others for year~ -t.o co:ne .· 

·These acll1evement.s -of New Yorlcers are worthv in their own right .. 
· _· and .-while I w"l·ite to h:ring their ef'f'orts and sacrifices ·to your 
~: · attention, it is only proper that ~ r usc thin opportunity to 

ezprees my deepest nppreciation and respect to all the parties 
involved. 

· ' 

. 
· ~ Last evening, the Legislature or the State of New York 

enacted ne1i taxes of $2.00 m1ll1cn -raiucd :in a.'ld i'or t.h~ City of 
NeH Yo:r'k. ThiB 1-ma a genc!'al concli tion ineluded in Federal loan 
guarantee bill8 f'or NeH York Gity pending in both houses c,f· 
Congress and in our own discusBion3 '~i th membel.,-8 of your Ad.rnin-
1ntration. P.t. · tl·,e ss.me ·. time the State 1 s Emergenc~,t FinaJ"IC:i[~l 
Control Bc>ard for Ne·w Ym:·k Gi ty met and adopted the r1ecessa:ry 
resolutions effectuating the new taxes. In addition, ·the 
Legislatur~ enacted legiDlation that increases employee contri­
butions to the City's retirement systems. Th1B legislation was 
passed \dth unicfn ~upport ·in flc:col~dance h':1.t.h their desire 
to meet their tmderstanding~ with your Adminintration. These 
acts were painful for all connerned, but tmde1··taken in the 
conunon hope o1~ avoiding the ch•~os of de1'aul t. 

.. ·- ~ ------- ·---- -- -- .... ··--·-- ... . .. . ---. -- . --- ---.. --... -.. . ~ . - .. 

.. 



'The '.President - 2 November 26, 1975 

In that same mixture of trust anu .sacril':lcc, the tru~tces of the five City employees' retirement systems voted to purch&se · add1 tional bonds of the City Ol' New York ~~tate ttunici~al Aesict:i:-s~ :: Corporation in the principal amount of ~·2 ~ 530,000,000 bet.w8en · December l, 1975 and Jun~ 30, 197 8, conditioned pr~ncip~lly upon tbe paBnage or appropriate Federal legislation. 

Finally, the .Municipal .l\B5ist.n.nce Corporation~ in connec:t.:tcn with its of£er to exchange certain of its bonds for certain outGt~nd­:lng sbort-tcrm obligations of th8 Cit.y _, l'lao secured th~ agreen:ent. of the eleven New York Clearing·House Banks and . C~ty pension runds not to tender their notes for ex_change .. · -· · . · - ·. :. .. ··· · - - -·.--. -.• __ • : ~ _ ... · . ~ . ·2::~· ····· ·. 

The agreement provides that $8~9.2 million in City notes held by the eleven ban .. l{'s and i'1ve Cl ty pension f'unds w1ll be converted into n ten year City obligation at 6% interest. . . 
. Further, ~200 million in City notes held by City Sinking Funds~ .wi 11 be converted into Ci t.y obl igat1on3 on wl)j,ch there w111 be no net runort1!!at1on ouring the tln"ee-yea.r· moratorJ..u.m . period. 

In addition_, all MAC · obligation~ no"'rr held by t.he barua.;, ·. $991.8 million, and b~ t.he pension ftLnda.7 $665 million.; iJ.:•reepecti·;e o.f . their interest rates and maturities, . w:lll be e.xchang.ed for ten­year P~C obligations at 8%: 1nterect. 

· · , ., These agreements, t.oo.,. at .. e conditioned upon the enactment .. ·of . appropriate Federal legislation. 

Over the past. weelw and months, Mr. President, I, on behalf' of 'the City t.:.nd State, .have accDpted corHlitions laid dcnm by Fede!'al authorities. Kno-wing :full i'iell tbe people <.•f' New York, their res:llit::ncy and ability to pE:!rf'Ol'm i.n the face of a . co:n...'Tion crisis t with ce>mp1et.e trust .r hn.ve not l"'Jesi ta.ted to take a condition and turn · it into a c<m . .uil.itment. Now these ccr.crnitn:ents have been f"ulfilled and with the same trust we await t -he l'esponse of . the. Federn.l Government.. 

The President 
The White House 

. . 

Sil1ce:c;ly J 
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THE SECRETARY OF HOUSING AND URBAN DEVELOPMENT 

~~~:10 ..... 

MEMORANDUM FOR: 

WASHINGTON, D. C •. 20410 

November 26, 1975 

L. William Seidman 

~ 
~ 

Assistant to The President for Economic Affairs 

SUBJECT : New York_State Fiscal Problems/Possible Federal 
Assistance 
~ 

Please find attached a memo to me from Daniel P . Kearney , 
President of the Government National Mortgage Association, 
regarding the fiscal problems of New York State . The memo 
details a discussion held on Tuesday, November 25, with 
·Mr. Peter Goldmark, Budget Director of the State of New York . 
The discussion was initiated by Mr . Goldmark at the suggestion 
of Treasury officials~ 

Mr. Goldmark described the fiscal problems faced by the 
State with respect to .lts independent agencies in general, 
and the New .York Housing Finance Agency in particular. The . 
availability of Federal mortgage purchase programs under the 
auspices of GNMA to assist the New York HFA were discussed 
with Mr. Goldmark on an exploratory basis. The concept of 
such assistance and the problems relating thereto are out­
lined in Mr. Kearney's memo. 

Mr. Goldmark indicated that if Federal assistance were 
to be forthcoming, it woul d be necessary to have an affirma­
tive response no later than the 8th of December . Beginning 
on Monday next, i.e.~ December 1, Mr. Goldmark will be seeking 
commitments from other participants in the overall plan and 
will be pressing the Administration for an appropriate 
characterization of the Administration receptivity to the 
concept of Federal assistance. 

I have been briefed by Mr . Kearney concerning the outlines 
of any assistance that could be provided under the auspices · 
of GNMA. Before any arm -of the Administration proceeds, I think 
it wise that views be elicited from and perhaps a course of 
action be jointly planned by the Treasury, the Economic Policy 
Board, and the Office of Management and Budget . 

u n u 

.., 
".-



DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 
GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 

WASHINGT ON, D.C. 20411 

IN REPLY REFER TOI 

November 26, 1975 

SUBJECT: / New York State Fiscal Problem/Possible 
GNMA Assistance 
-.---

FROM: -Daniel P. Kearney/~~ 
President, GNMA \ 

I. Background 

The ~iscal crisis in New York City has received much attention 
during the past six months, particularly as regards the 
federal assistance, if any, to be provided in resolving 
New York City's fiscal problems. Considerably less attention 
has been devoted to the fiscal problem of the State of 
New York and the fiscal solvency of its quasi-independent 
s·tate agencies. 

Nmv that a plan to resolve the Ne\v York City problem appears 
to be reaching fruition, New York State Budget officials have 
been turning their attention to their own fiscal problems. 
At the suggestion of Treasury Department officials, the Budget 
Director of the State of New York, Peter Goldmark, met with me 
on Tuesday, November 25 to explore possible GNMA assistance in 
resolving the state and independent agency fiscal problem. 

Mr. Goldmark stated that the State has a $6.5 billion problem, 
$4 billion of wh ich is connected with New York State notes 
which mature in the first half of 1976 and $2.5 billion which 
is connected with the quasi-independent state agencies. 
I>1r. Goldmark was particularly interested in exploring what 
GNI"!A programs might be available to assist in the financing 
problems of the New York State Housing Finance Agency, the 
largest single quasi-independent state agency. 

He prefaced 'che discussion by saying that it would be necessary 
to have developed the 11 plan 11 for the stat.e and independent 
agencies by December 12. On December 15th, two independent 
state agencies have a $250 million note maturing. 
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In response I outlined the available GNMA programs. The 
mortgage-backed securities program whereby GNMA guarantees 
a security backed by FHA-insured mortgages was quickly 
dismissed as a viable option because of the time that would 
be consumed to procure FHA mortgage insurance. Mr. Goldmark 
was advised that GN~~ did have the statutory authority to 
guarantee conventional loans, but that the Administration 
had not anticipated that this program would be implemented 
and that securing quick Administration approval of such a 
program would be difficult. · 

I then turned to a discussion of our mortgage purchase 
programs -- the so-called tandem program. I described the 
Emergency Housing Act of 1975, which conferred on GNI11A the 
authority to purchase conventional multifamily mortgage 
loans bearing an interest rate of 7-1/2 percent, such mort­
gages to not exceed 75 percent of the "value", or 80 percent 
of "value" with a qualified mortgage insurer. I advised him 
that it had been widely speculated that as much as $3 billion 
of a Congressionally authorized $5 billion in mortgage pur­
chase authority would be made available in the near future 
for multifamily mortgage purchase program and that a signif­
icant percentage of this might be made available for conven­
tional loans that would be underwritten by the Federal 
National Mortgage Association and the Federal Home Loan 
Mortgage Corporation. Since this option seemed to be the 
most promising, the bulk of our discussion was concentrated 
on the tandem approach. 

II. Potential Problems with the Mortgage Purchase Approach 
I 

As this option was discussed in greater detail, I described 
the following set of concerns which present obstacles to the 
implementation of this form of assistance. 

- under existing statutory aut-hority, GNMA is precluded from 
purchasing mortgages from any state or local instrumen·tality. 
I admitted that in fact mortgages originated by state agencies 
have been sold to GNJ'VT..A utilizing a private mortgage banker 
or comrnercial bank as an intermediary. There may be a 
difference of degree and foreknowledge however when we 
knowingly participate in an arrangemen·t that. circumvents the 
statutory prohibition. 
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On the other hand, there has been Congressional discussion 
of amending the s·tatutory authority to permit GNrv'lA to buy 
mortgc-.ges directly from state and local instrumentalities . 
While this approach might be desirable because it obtains 
Congressional approval for the assistance to the State of 
New York , it has a very undesirable result of opening the 
door for GNrv'lA to buy mortgages from the many other state 
agencies. For policy reasons GNMA does not wish to do this 
in the absence of FHA insurance. This concern is related 
to the question of "differentiation" which was the second 
concern I expressed. 

I advised Mr . Goldmark that it would be extremely desirable 
and indeed necessary to distinguish any mortgage purch~se 
assistance to a Nevl York State Agency in such a way so as 
to make it unlikely that other agencies would qualify for 
similar assistance. In that respect we discussed at length 
an agreement whereby the State of New York would agree to 
repurchase any loans that became delinquent. I insisted 
that the "mechanism" be something more than a "moral obliga­
tion" as that term is used in the financial coiT~unity. He 
responded by saying that a tax "trigger" that would generate 
funds to purchase these mortgages was not a politically 
viable solution for the Governor; however, he suggested that 
a mechanism similar to that employed in connection with the 
resolution of the UDC difficulties could be possible. In 
concept, this mechanism would have the New York State 
legislature pass a resolution whereby they would agree to 
repurchase any delinquent and/or defaulted loans up to a 
maxLuum specified amount per year for as many years as 
necessary to provide coverage for the entire portfolio of 
mortgages purchased by GNMA. I suggested that such an 
agreement might be acceptable to the Administration since 
it would be unlikely that other states would be prepared to 
make such an agreement in the absence of a fiscal crisis 
similar to that which·presently obtains in New York. 
Mr. Goldmark also agreed in principle that the state agencies 
would undertake no more construction until its traditional 
financial sources had reappeared. 

The third problem that I expressed was that of the budget . 
If New York assistance were to be forthcoming, it would 
require the President to release a portion of the remaining 
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$2 billion of Congressional authorization for mortgage 
purchase programs. I advised that this presented some 
consi~erable political problem for the Administration 
since it was anticipated by Congress that these funds 
would be used to support 11 new construction" and that 
there was considerab le expectation that some of the 
assistance \vould be directed toward single-family 

. housing. Moreover, the loans would not be saleable; 
therefore, it would increase fiscal 1976 outlays 
immediately. Mr. Goldmark responded by offering to us e 
their "best efforts" to secure FHA insurance on the loans 
after they had been sold to GNI'-1A and that it was his 
opinion that many of the loans would so qualify. Thus, 
to the extent that FHA insurance could be procurred, the 
loans would then be saleable. 

Another problem identified related to the stage of construc­
tion of New York HFA projects. Most, if not all, of the 
Ne\v York projects have already commenced construction. It 
is anticipated that any conventional multifamily purchase 
program would be directed to projects vlhich have no'c as yet 
commenced construction. It is a fact, however, that we 
have made available mortgage purchase programs for single­
family units which have been under construction since 
October 1973 and that there is no statutory prohibition 
which precludes GNPili from purchasing mortgages on units 
under construction. Therefore, while the purchase of HFA 
mortgages already under construction would be a deviation 
from the provisions of the contemplated multifamily mortgage 
purchase program, it would not be inconsistent with the 
provisions previously enunciated in connection with single­
family mortgage purchase programs. 

Our attention then shifted to the gross amount of mortgages 
that would have to be purchased in order to generate the 
cash needed by the state. Our rules preclude purchasing 
mortgages in excess of 80 percent of "value" and I advised 
him that this would require GNMA to purchase only 80 percent 
of the outstanding p:r.·incipal balance of the mortgages. 
Therefore, the New York State officials would have to find 
somebody to purchase the top 20 percent participation in the 
principal balance outstanding. Mr. Goldmark then provided 
me with an outline of the financing requirements for the 
state agencies which revealed that it will be necessary to 
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raise at least $353 million through this approach. It would 
therefore appear that some $480 million worth of mortgages 
would be involved although some of the other numbers in the­
financing requirements are quite "soft" and Mr. Goldmark 
advised ·that the figures involving GW.ilA assis -tance might 
rise to as high as $600 million. 

III. The discussion concluded with the agreement that I 
would explore the mortgage purchase option with Secretary Hills 
and officials at Treasury and if the preliminary reaction was 
not negative, i.-:he matter would be raised with the OMB. 
Mr. Goldmark reiterated the need for a definitive answer the 
week of December 8 (in my judgement, an affirmative decision 
that week would not require that we actually purchase the 
loans during that. week; I am quite confident that if a con­
tractual agreement cornmitting GNMA to this approach has been 
consurr'.Inated by that time, private interim financing will be 
available based on that commitment). Mr. Goldmark requested 
that I communicate to him at the earliest opportunity, a 
11 Charac·teri zation" of the possibilities of GNMA assistance 
and a response to the question of whether we would "play" 
only as a part of a total program. 

We agreed for the time being the discussions would be char­
acterized as "exploratory" at the initiative of New York 
State officials and that no further description of the 
possibilities of this assistance would be forthcoming until 
I had checked with all the responsible Federal officials. 

Subsequently, I discussed this meeting with Secretary Hills 
the afternoon of November 25. She expressed considerable 
concern that we might be drawn into the New York situation 
on a hurried basis and that the "numbers" in New York were 
extremely fuzzy which might give rise to a potential scandal 
for GNMA . Nonetheless, she indicated her disposition to 
render such assistance as is necessary if the assistance has 
been decided upon by the Administration in its entirety. 
Therefore, our assistance would only be forthcoming if it 
was clearly decided that such assistance would be necessary 
and desirable by the Treasury, the OMB, the E.P.B. and with 
the concurrence of the President. 

Daniel P. Kearney 
President, GNivlA ~ 
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Et-1BARGOED FOR RELEASE UNTIL EST November 26, 1975 

Office of the Press Secretary 
----------------------------------------· ·-------------------

THE. WHITE HOUSE 

NEW YORK CITY'S FISCAL SITUATION 

BACKGROUND 

Yesterday th~ New York State legislature put into place the 

final piece of a financial package designed to restore New 

York City's fiscal integrity. This action is the culmina-

tion of a series of efforts, the most important of which 

have occurred during the last three weeks, by the elected 

officials of New York State and New York City, labor unions, 

financial institutions and others. These efforts have set 

the stage for accomplishing three fundamental objectives: 

Financing the past deficits of New York City 

without resort to Federal aid. 

Financing the anticipated deficits of New York 

City during the next two years without resort to 

Federal aid. 

Accelerating the period within which New York 

City's budget l'lill be brought into balanc_e. 

The accomplishment of these objectives will insure that over 

the course of any New York City fiscal year, the City will 

have adequate funds to meet all of its financial obligations, 

a result many thought impossible a few·weeks ago. Within 
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any fiscal year, however, New York City will have deficits in 

some months and surpluses in others. According to informa-

tion furnished by New York City, for the balance of the cur­

rent fiscal year, the City will run a deficit of $141 million 

in December; $324 million in January; $310 million in February; 

and $500 million in March. In the April through June period, 

however, it will run monthly surpluses of $334 million, 

$345 million and $596 million, respectively, leaving receipts 

and expenditures in balance for the fiscal year. 

Historically, the imbalance between the City's receipts and 

expenditures has been financed by borrowing in the private 

markets. Under current conditions, including the substantial 

existing commitments of the private financial sector in 

respect of New York City and State and the uncertainties which 

have prevailed over the recent past, private market financing 

for the City's- seasonal imbalance is not available at this 

time. 

Because seasonal financing is necessary to provide essential 

services to the people of New York City, the President will 

fulfill his pledge to insure the continuation of such services 

by transmitting to Congress the New York City Seasonal Financing 

Act of 1975. 
/ 
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h . . ~ T e Act author1zes Federal loans to New York C1ty ~ 

guarantees of City obligations solely to assure meeting 
~ 

-
seasonal financing needs. According to New York City, 

the anticipated amount of such Federal seasonal assistance 

requiredis $1.3 billion in fiscal 1976 and $2.1 billion in 
two 

each of the following/fiscal years. Federal loans or guar-

~7t . 
antees can be made unless all matured obligat1ons covered 

by the Act have been repaid. In addition, the Secretary of 

the Treasury is authorized to impose such conditions and 

obtain such security as he deems appropriate to insure 

repayment by the City of its obligations under the Act 

with respec~ to any Federal assistance. 
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ACTIONS BY NEW YORK CITY AND NEW YORK STATE 

Governor Carey and Mayor Beame have informed Administration 
officials that the actions 1i sted below are being implemented. 
New York State and City officials are delivering documentation 
verifying such actions for the Administration to review. 

Balancing Budget 

a. Three-year E·mergency Financial Control Board (EFCB) 
plan to bring expense budget into modest surplus by fiscal 
year 1977-78. 

b. Over $200 million of City taxes have been voted by the State 
legislature and will be imposed by EFCB. 

·c. A portion of annual City contributions to the pension syste·ms 
has been shifted to the employees by legislation. On an 
annual basis, the savings to the City would be $85 million 
and the impact on the employees is $107 million per annum. 

d. Layoffs of about 22, 000 people since January 1 and increased 
·taxes of over $300 million this past summer. Additional 
reduction in personnel in fiscal years 1977-1978 of over 
40,000 employees. 

e. A partial wage deferral was imposed this fall. 

f •• $32 million reduction in City University subsidy. 

g. Increase in the transit fare from 35¢ to 50¢. 

Meeting Financing Requirements 

a. Moratorium legislation has been enacted w1th respect to 
$2• 6 billion of City short-term notes • 

.. . 

b. An exchange offer has been approved by the MAC Board for 
an exchange of 10-year 8o/o MAC bonds for the $1. 6 billion of 
City notes held by the public. 

c. The New York banks and pension systems have agreed to take 
10-year 6o/o City securities as part of the moratorium in ex-
change for $1 billion of City notes. . . ·• :. ·', 

... 

• 
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d. The New York banks and pension systems have agreed to 
take 10-year 6o/o MAC bonds in exchange for $1.7 billion 
of MAC bonds bearing higher interest rates and/or shorter 
maturities. 

e. New York City pension systems have agreed to purchase 
$2.5 billion of new MAC and/or City securities over the 
next three years. This commitment is subject to appropriate 
trustee indemnification. 

f. MAC has provided about $3. 5 billion of financing to the City, 
of which $1. 5 billion was refinancing of short-term debt. 

Management Changes 

a. Creation of MAC and EFCB control mechanism. 

b. Extensive management changes are being made in the City, 
· including a new Deputy Mayor for Finance and new Chief of 
Planning. 

Pension Reform 

a. The EFCB has passed a resolution directing the City to 
terminate the practice of using, for budgetary purposes, all 

'income of the pension systems in excess of 4o/o per annum. 
This will result in the first year, beginning July 1, 1976, in 
approximately $136 million per annum of additional income 

·to the pension systems and of additional burden to the City's 
., .. · .... . : . .... bl.ldget ... ·.Th~ .. EFCB ·has· also .. di·r:ected ·the·'.City .. ina.n:a:gern~ht ... ·. · 
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•• • • • • • -· to termination of' the practices resulting in the abuse of 

overtime in the last year of employment, thereby creating 
.. exces.~ive pensiop bq.rd_~n~ on the City •. · ._ 

0 
••• • '·' •• • •• - ••• • 
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Gov-ernor Carey h<l;s directed Mr. Richard Shinn, President 
of the Metropolitan Life Insurance Company, to report to the 
EFCB by December 31 on the actuarial soundness of the City 
pension funds. The EFCB has directep the City to prepare 
and submit to the Control Board such legislative requests 
and other amendments as may be necessary as a result of 
the Shinn study to put the funds on a sound actuarial basis 
and to have those recommendations to the Control Board no 
later than January 31, 1976. 
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NEW YORK CITY SEASONAL CASH FLOW NEEDS 

New York City has estimated its seasonal cash flow needs 
as follows: 

July 

August 

September 

October 

November 

·Dece·mber 

January 

February 

March 

April 

Cumulative Needs 
(dollars in millions) 

FY 1975-76 FY 1976-77 

$1100 

1462 

1197 

--· \ 1585 

', 1614 
/ 

$ 141 2063 

465 2062 

775 2017 

1275 peak 2120 peak 
:. ·.·. .,·. . ... 

• •••• ••• •• • 0 

941 . 1528 

FY 1977-78 

$1041 

1413 

1237 

1293 

1325 

1670 

1697 

1645 

1994 peak 

1369 

May . . . 596 .. 1103 . .9.9f:?. . .. . . ... , .. 
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SUMMARY OF NEW YORK CITY SEASONAL FINANCING ACT 
OF 1975 

The Act provides for Federal loans and guarantees of 

New York City obligations in an aggregate outstanding amount not 

to exceed $2. 3 billion. Such loans and guaranteed obligations will 

have a maturity date not later than the last day of the fiscal year 

of the City in which the loan or guarantee was issued. 

Loans by the Federal Government will bear interest at 

a rate established by the Secretary of the Treasury and the Federal 

Government may charg~ a fee of up to 1 percent of the principal 

amount of guaranteed obligations. The interest on any guaranteed 

obligations will be taxable under the Internal Revenue Code of 1954 • 

. No loan or guarantee will be provided unless all matured 

loans and obligations guaranteed under the Act have been repaid 

by the City in accordance with their terms and the City is in 

compliance with the terms of any such outstanding loans and 

guaranteed obligations. . , . . ... .. .. .. ·" .. ~ :·-. . .. . '! ,,; '• -.· .. 

. ·~--~.·:,:{::~·),~'~~~',;~~-~~~::,.;;.::~f~.:.,:;_~~~~~: .. ::;::.::~ .. ~}·,·;t~,;~%~:~;'~\~·:~~.~~i:~!~~·:~.~:k~~~;··~\~~~.f-.. ~f~~.:~~.-~·f.~.:~.i,9{;i~~·:~:·.~.;y,,;~;;;?~. 
oO M ..... , : o ,0 ,'o ,o 

determines that there. i$ a r.eason4ble .p;rospect .. of repayment by. ·. . •. · ... : .; . .: .. . ··:: . : ~ . . . . :· . . . . . . . . .. . . .. :. 

. . ~ ~ : . . .. . -~· 

·the City~ ·'Loans or .gu_arantee_s Will_ha.v:e_ .. sti~li t~~W~. an~ .. cpn~(tJ?·~s, .- : . . =.··· ...• 
. ··:::.:_'.::-~ _.:._ ... · .. : .. ::._ -~-·-.··· .. _.: ···~·-:·: '···: ·:-: ~·· .. ·:·. ·!·:· .. _ .. · ... -::. ·.·· · .. ·"':· .... ,.~.-···.··:··:·--:· ':._;~:· ... ·.; · .. -.... ~·-.. ~- . • .. _;_ •_;.:- .··~ ... 

as may be established by the Secretary of the Treasury to insure 

repayment by the City of such obligations -in accordance with 

these terms. The Secretary may require such security as he ... --
1
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deems appropriate. To offset any claim that the United States 

may. hav~ against New York City under the Act, the Secretary 

will be authorized to withhold any payments from the United 

States to the City, either directly or through the Statep which may 

be due under any law. 

The authority of the Secretary to make new loans or 

guarantees will terminate on June 30, 1978. 

· . 

.. 
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SECTION BY SECTION ANALYSIS OF NEW YORK CITY 
SEASONAL FINANCING ACT OF 1975 

SECTION 1. Definitions. This section defines certain terms 

that are used in the bill. -
SECTION 2. Loans. This section authorizes the Secretary of the 

Treasury to make loans to New York City, subject to the 

provisions of the Act. Loans will mature no 

later than the last day of the City's fiscal year in which 

they were issued and will bear interest at a rate deter-

mined by the Secretary. \ 

SECTION 3. Guarantees. This section authorizes the Secretary 
' / 

of the Treasury to guarantee the paym.ent of principal 

·and interest of obligations issued by New York City, 

subject to the provisions of the Act. Each 
~ 

guaranteed obligation will mature not later than the last 

day of the ·fiscal year· of"th~e City 1:0: which th~ ~bligation · 

.. was issued arid the Federal Government may collect a 

·, , ••• ·.-.. ,.- ·• , .. J . • : ••• ,.;,_; _:.,.,: •.. >·'.· .. >.o· ... .-·:. ~::a..guaxanteed obbgatton, .-t:n:e.·Jf·eder.al .GoveJ:7'1'}1l:fent-wilk~·--:· :: ~-::;·:i.' •..• ··:,~ ..... ,: · 
.... ::::-:: ~-;;-,.;,·;--~ "!-_';. .• : .. :·· ·._, ·:.·· . . _:,;.;\ . .";- •. ,·. ·:·· ::;: .. :··:,, .. ·--·· ........... , .·: •··.·· ..•.•• , .. :·· ··• ... •"···=·.··· .··.'. . ·.· ···.•· ... ····•··.· ·... . .... • .·• .. 

pay to the holder of such obligation the unpaid principal 

amount plus interest and will then have a claim against 

the City for such payment. 
. ...,;.- .-·-- .... 
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SECTION 4. Security for Loans or Guarantees. In connection 

' 

with any loan or guarantee, the Secretary may require 

the City and, where necessary, the State, to provide -
such security for the timely satisfaction of the City's 

obligations under t~e Act as he deems appropriate. 

The Secretary may take such action as may be 

necessary to realize upon any collateral to enforce 

any claim the United States may have against the City. 

Notwithstanding any other provision of law, the 
\ 

Secretary may withhold any payments owing under 
' 
' " any law from the United States to the City, either 

directly or through New York State, and offset such 

withheld payments against any claim the United States 

inay have under the Act. 

SECTION 5. Limitations and Criteria. A loan or guarantee 

may be m.c:i.de .. only .. if theS·e~retar.ydet~rmines that 

~;;:~:":~-.it.:.:;~:::~~:I~·/:~~:~~ilc.:~::~:~~~r~r;at~:;~r::::~~;:::::::~;~~t!:~EE·.~f~;:~~-
•. _ •. ~"' ......• · .•. ··, ·.#: • ..• · .. ·.~.·: .•. • ... .... ·:· . . · ........... ;.-: '. ~-:·;··.·. • .·:.: ·-~· ·~-:~.-. · .... ·.:~~·-.· • ..•. :. __ ........... :···· 
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may the outstanding loans under section 2 plus the 

guarantees provided under section 3 exceed in the 

..aggregate $2. 3 billion. No loan or guarantee will be 

provided under the Act unless the City has repaid in 

~ccordance with their ter·ms all loans made and 

obligations guaranteed under the Act which have 

matured and unless the City is in compliance with 

the terms of any such outstanding loans and guaranteed 

obligations. 

SECTION 6. Remedies. This section provides that the re·medies 

prescribed in the Act are cumulative and not limitations 

of or substitutions for any other remedies available 

to the Secretary or to the United States. 

SECTION 7. Funding. This section provides that the Secretary 

of the Treasury may use the proceeds from the s.ale of 

securities under the Second Liberty Bond Act to make · . , 
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provides that the interest on any obligations of New 

York City guaranteed under the Act will be taxable 

under the Intel"nal Revenue Code of 1954. 
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SECTION 9. Termination of Authority. The authority of the 

Secretary of the Treasury to enter into any new loans 

or guarantees under the Act will terminate on June 30, 

1978. Such termination does not affect the carrying 

out of any loan, guarantee, contract or other obligation 

.entered into pursuant to the Act prior to that date or the 

taking of any action to preserve or protect the interests 

of the United States thereunder. 
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QUESTIONS AND ANSWERS 

Q: How much will the President's proposal cost the 
Federal Goyernment? 

A: If New York City carries ~ut its obligations there will be 
no a1rect outlays ot taxpayers' dollars. Indeea, the 
Federal Government will receive interest on any loans 
to the City and may charge a guarantee fee for any City 
obligations guaranteed. However, it is fair to say that 
there may be costs involved. Precisely how much depends 
on a variety of factors. Of course, if the City fails 
to repay a loan or if the Federal Government is required 
to make good on a guaranteed obligation; the cost--at 
least until final repayment is made--could be substantial. 
So far as any indirect costs are concerned, if the ~ity 
does comply with the terms of any loans or loan guarantees, 
such costs will depend on the market's reaction to the 
expansion ot Federal credit involved. Overall Federal 
borrowing costs could rise sl;Lghtly, although such in­
creases, if any, would probably be d"lt?arfed by other 
factors such as the money supply, behavior of key 
economic indicators and similar factors. Moreover, what-
ever costs may be incurred will be substantially less than 
under the bailout legislation now pending in Congress. 

\ 
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Q: \vhat ·do you mean by seasonal financing? Isn't it just 
another \<lord for deficit financing? 

A: Absolutely not. Seasonal financing is an accepted 
way of life ~n the business world. For example, 
when a toy store purchases its Christmas inventories 
in July, management borrows money to finance the purchase 
and repays the loan with the proceeds of the later sales. 
That is seasonal financing. Virtually every corporation, 
large or small, relies on seasonal financing in the form 
of a bank line of credit, sale of commercial paper or 
short term notes and the like. 

This is precisely the type of financing conteflplated in 
the President's bill. Under the proposal, New York City 
must pay off this winter's loans by June 30, 1976, the 
end of its fiscal year, or it will lose all future 
rights to assistance under the program • 

. · . . 
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Q: Why has the President changed his position and 
finally agreed to bail out New York City? 

\ 
A: There has been no change in the President's position. 

The President has alway~ believed that the elected of­
ficials in New York City and New York State could not 
be relieved of the obligation to make the tough, but 
necessary decisions regarding expenditure cuts, revenue 
increases and other measures. The President has always 
believed that the taxpayers of America should not be 
asked to finance the past and future deficits of New 
York City. And the President has always believed that 
the American people should not provide the funds to insure 
that investors who purchased New York City securities 
at speculative rates of interest get paid offat matur­
ity, with interest, at 100 cents on the dollar. 

In light of the actions which have recently been taken 
in New York City and New York State, these demands on 
the American people are no longer being made. The funda­
mental problems are being solved as the President hoped 
they would be--at the State and local level. 

The bridge to fiscal integrity has been built in New 
York City. All the President's proposals would do is 
pave the roadway--insuring that, in the interim period, 
tunds to finance essential services.for the citizens 
of New York City ~ill be available. 
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Q: Explain specifically how assistance would be provided 
under the President's bill. 

\ 

A: If the proposal is enacted~ the Secretary of the Treasury 
will establish procedures for the implementation of the 
legislation. Such procedures will include specification 
of conditions under which assistance will be granted, 
application mechanisms and similar formalities to insure 
repayment by New York City of its obligations. \vhether 
assistance will be provided in the form of loans or 
loan guarantees will be determined by the Secretary of 
the Treasury, taking into account market conditions, 
availability of funds in the credit system and similar 
factors. While not required by the proposal, it is 
likely that assistance will be provided on a monthly, 
or even bi-weekly basis, to minimize the adverse impact 
of large expansions of Federal credit • 
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THE WHITE HOUSE 

I 

Q/~ 0\ 

WASHINGTON 

November 29, 1975 

ADMINISTRATIVELY CONFIDENTIAL 

MEMORANDUM FOR: JIM CANNON/ JIM F ALK 

FROM: 

SUBJECT: 

JIM CONNORJ!~ 

Recommended Telephone 
Calls 

For your information the following action was taken on your 
recommended Telephone Calls: 

Governor Otis Bowen "Called ll/28 11 

Governor Mills Godwin 11 Called ll/28 11 

In addition the President noted the following: 

11 ll/28 - Also talked to Governor James Rhodes 
of Ohio 11

• 

cc: Dick Cheney 
Jerry Jones 
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THE WHITE HOUSE 

WASHINGTON 

December 1, 1975 

ADMINISTRATIVELY CONFIDENTIAL 

1v1EM ORANDUM FOR: JIM CANNON I JIM F ALK 

FROM: JIM CONNOR 

SUBJECT: Recommended Telephone Calls 

For your information the following action was taken on your 
Recommended Telephone Calls: 

Governor Robert D. Ray 

Governor Robert F. Bennett 

Governor Dan Evans 

Governor Christopher Bond 

Governor Arch Moore 

Governor Jay Hammond 

Governor William Milliken 

Governor James Holshouser 

cc: Dick Cheney 
Jerry Jones 

"Called lll26l75 11 

"Called 11127175 11 

11 Called 11 I 2 7 I 7 5 " 

"Called 11127 175" 

11 Called lll28l75" 

11 Called lll28l75 11 

11 Called lll28l75 11 

"Called 11128175" 

,..r-\ 0- ... 
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THE WHITE HOUSE 

WASHINGTON 

November 25, 1975 

MEMORANDUM FOR: JIM CANNON 

FROM: JIM FALK 9-P 
SUBJECT: New York Notifications 

To Call: A. New York Officials 

~ 
~ 

B. 

Governor Carey 
(

1. 
2. Mayor Beame 

~
3 ~rren Anderson 

~A/1~rry Duryea (R) 

n~~ State Officials 

(R) 

Governor Moore (R) 

/ 2. Governor Bond (R) 

3. Governor Ray (R) v' ~ 
* 4 . Governor Evans (R) 

~--------------------~ 
6. Governor Milliken (R) 

7. Governor Holshouser (R) 

8. Governor Godwin (R) 

g _ Governor Hammond ( R) 

10. Governor Bowen (R) 

( ··~rf\. 11. Governor Rhodes (R) 

New York 
New York City 
New York 
President of Senate 

New York, Min. Leader 

West Virginia 

' 

Chairman, RGA 1,---r 
Missouri, Jld~ 

Iowa, Chairman, 

Washington _ 
~~-t.4o;tJI'"'4&'iifilt!)'WJ4f.'fl . .,.,....., 

Kansas 

Michigan 

North Carolina JHF 
Virginia 

Alaska 

Indiana 

Ohio ) JM~ 
/ 

*~osed aid to New York City on Issues and Answers Sunday 
,.,......;· ·-
. fORo 
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THE WHITE HOUSE 

WASHINGTON 

November 25, 1975 

MEMORANDUM FOR: JIM CANNON 

FROM: JIM FALK fl? 
SUBJECT: New York Notifications 

A. New York Officials 

B. 

1. Governor Carey 
2. Mayor Beame 
3. Warren Anderson (R) 

4. Perry Duryea (R) 

Other State Officials 

* 1. Governor Moore (R) 

* 2. Governor Bond (R) 

3. Governor Ray (R) 

* 4. Governor Evans (R) 

*5. Governor Bennett (R) 

6. Governor Milliken (R) 

7. Governor Holshouser (R) 

8. Governor Godwin (R) 

New York 
New York City 
New York 
President of Senate & 
{'iajor'ity Leader 
~ew York, Minority Leader 

' j 

r - ' • • • West V1.rg1.n1.a 
Chairman, Republican Governors 

Missouri, Past Chairman 

Iowa, Chairman National 
Governors' Conference 

Washington 

Kansas 

Michigan 

North Carolina 

Virginia 

~ 9. Go~eLil OL 'fhOffiEiO'R ( :ll) Ne.w.....l:lamps;hi..l;~ 

10. Governor Hammond (R) Alaska 

11. Governor Bowen (R) Indiana 

* Opposed aid to New York City on Issues and Answers Sunday 
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12. Governor Rhodes (R} Ohio 

.,.. ] 3. GOVCl!'llOf E"d'tVaras (R) •• .. SQ\lUl.wGa-r~ 

14. Governor Askew (D) 

15. Governor Salmon (D) 
- --f&,. G~ 1~\lM 

~c. other Local Ofiicials ~ 

/ 1. Mayor Ralph Perk (R) 
{ 

\ 
2. Mayor Richard Carver (R) 

3. Mayor Timothy Barrow (R) 
\ 

\ 4. Mayor Pete Wilson {R) 
\ 

5. Mayor Carlos Romero (R) 

6. Mayor Moon Landrieu {D) 

..--. 

. .. , 
........... 

{l. C?aJ /JvvtYevAft \-
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Florida · 

Vermont 
tA,(I.j;~ . 

Cleveland, Ohio 

Peoria, IB .. inoia 

Phoenix, Arizona 

San Diego, California 

San Juan, Puerto Rico. 

New Orleans, Louisiana 

\ 
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Jobs Declined in 134 of 162 Major Indu~ City 
Among the city's industries· Job Losses and Gains est- payin~ j~bs, while the· government, . not the priva~e 

from 1969 to 1974 securities 011 , , C' lowest-paymg JObS are held by sector. Jobs m schools, hoSpl• 
and commodities t;ading suf- ndustnes rn the zty city residents. tals and state and city agencies 
fered the worst drop in em- -- . "The implications of all this grew by 85,700, while 34,2Qe In dusl>rlu In New York City w!Hl the f h · , b · · lpoyment while health service larv<'St '""es lll'ld gatons lo •m~lovmont trom or t e ctty s tax ase are obv1- JObs were added by construe· • 1969 to t974. d · rt t" M B" · 1 t t h" led the relatively few fields in Job Losses • ous an 1mpo an , r. Ien-,twn genera con rae ors, s 1p 
Whl'ch the number of J'obs 1·n St>evrlties, commodities brokers . 35.ll00 stock said. "After looking at building and repair legal servi-- Wa~ transrort~t•on .. .. 19 000 ' creased, according to a new Personnel se~ices . .. 1~.~0~ these data, one must conclude ces, women's and misses outer· 

f th 
, Eating, d<"lnkn,g places . . . . . . . . . . 1...00 that th •t • f' 1 · · · f f't study o e ctty economy is- Dress manufacturing . . .. ts,soo e Cl Y s 1sca CriSIS IS wear manu acture, nonpro 1 sued yesterday by Herbert Bi- ~~~.,.~~'tr~0ci~ manutactmM lH~ a headache, but its job losses mem~ership organizations ~nd enstock, head of the New York ~PPitrel, accessories rrta ilin; ....... 11,700 are the real disease" bankmg. 

ff. f th B f L b Fodera! Government ... ' .. . 11,100 Th I . Emplo e t t'n the ct'ty o IC:e .o e ureau o a or Insurance carriers . ...... . 10,600 ey a so suggest, he said .Ym n Statistics. Job Gains "an increased labor market de- peaked m 1969, when the aver-
The study .shows that em- ~~~t~~i6~, ·~:;~{"ci~~~ .. .. ~:~ pendency of suburbanites on age monthly level stood at .3.· ploym~t fell.m 134 of t?e 162 ~nio OO<J boat ouildir;; .. .. . . . . .. .. 3,000 the central city, contrary to 797,300. By 1974, .after: ftve maJor mdustrtes here wtth the Legal serviC.es · · · · · · · · · · · · · · · 5,100 some nott'ons on thi b" t .. years of steady dechne 1t had • • • • Wom\l'!l's, miSses ooterwur manufactU1'• 5,900 S SU JOC • · • ' h total number of JObs dechmng state g~vernm~~t . . .. .. .. .. 7.300 Mr. BiC'nstock made the stu- fallen to 3,458,400.ts year, t ere 

by 338,900 in those five years ~~~rr~•t me~t>er~~'· .. ~.':'nrz~~~·~s :: tb:~ dies public in a statistics-filled were further los~es, with ern--a loss that has grown to Lncal •ovornment , . • . . . . . 37<'00 summary and also announced ployment level m September more than 500,,000 since. AI- Medical, other he<>lth services .. • 38,000 them at a luncheon of the 137.000 lower than in Septem· 
most half the Jobs lost came City Club. ber 1974. from 10 areas, of which securi- rose by 150,000 between 1960 Though data feyr this year ties and commodities trading and 1970. 10 B~ggest Losers are not yet available, they are 
headed the list with a drop of Using 1970 United States The 10 biggest lose.rs amon.g expected to show worsening 35,000. Census data and tables tbat the city's job losses in the of these trends as government Only 27 industries showed have become available only in half decade were, besides se- emplo:rment declines in re· gains, and the biggest gainer the last few months, the bureau curities and commodities tract- sponse to budget cutting by among them - medical and also found that the number ing: water transport; personal state and city agencies. other he~lth services -:- added of city reside!lts holding jobs services; eating and drinking 
38,000 JObs. One mdustry, here had dechned by an even places; dress manufacturing; • 
sugar porducts manufacturing, larger arnount-170,000. suit, skirt and coat manufactur- The world • remained unchanged. The figures are a new indica- ing; wholesale tra<le; apparel · · IS The findings of a second study tion of the massive migration and accessories retailing; the at your door disclosed by Mr. Bienstock of working and self-supporting Federal Government and insur- . , · · ' yesterday showed that, despite families from the city to the ance carriers. ' With home delivery of 
the growth of economic activity surrounding suburban counties. The study also showed that The New York !lmet. in the suburbs, the number The ~econd study also shows three-quarters of the jobs ad- To arrange it, of suburban residents who ac- that suburbanites hold more ded by the 10 areas of biggest call toll-free'S00-325-6400. tually worked in New York of the most desirable and high- growth were generated by • 
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