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As I contemplated my topic for this year’s essay, I followed the fascinating events
in Washington this year and, like many of us, wondered how PR and positioning
had replaced facts, transparency, dialogue, and collaboration in government.
Didn’t our Constitution have an institutional structure to push back — or didn’t we
have someone who would take on the role of assembling a coalition to push back?

I have experienced what is happening now, having lived through a similar situation
in the latter half of 1991 in New York City, when my job became to assemble the
coalition to push back.

At that time, I was the Executive Director of the New York State Financial Control
Board — the FCB - a unique entity that played the role of overseer and receiver for
the finances of the City of New York. If the City failed to balance its budget and
follow the requirements of the statute, the FCB could declare a “Control Period” in
which the FCB would then take over total control of how the City spends its
money and replace the decision-making authority of City elected officials.

A very powerful threat that worked for 15 years to keep everything above board —
until 1991. In that year, facts, transparency, dialogue, and collaboration vanished.
Ultimately, the system worked to re-establish fact-based decision-making because
a group of individuals and institutions worked as they were supposed to, in public
and behind the scenes, to restore the fiscal discipline, transparency, and
collaboration that had existed before.

Only a few of us in this room have experienced the “behind-the-scenes”
government world. So, this evening I will take you behind-the-scenes to see the
bumpy road of how these collaborations happen. You will see the persistent
intrusion of politics, the left hand working independently of the right hand, staff
working at odds with their principals. And, of course, lying.

In this task I am aided by over 100 pages of daily logs which I kept during that
period. Those logs recount my conversations and correspondence with almost 100
public and private officials, bond rating agencies, and news outlets.
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To begin this tale let us remind ourselves of the economic context of the late 1980s
and early 1990s.

In October 1987 the stock market crashed. It was the largest one-day percentage
decline in the history of the Dow Jones Industrial Average.' This crash battered the
City economy and budget and continued to hold it down in 1988, 1989, and 1990.

By 1990 the City had a new mayor in David Dinkins — the first black mayor in City
history — and hopes of finally pulling out of the slump because the US economy
had continued to do well throughout that post-crash period, growing 3.7% in 1989.

But, just as New York’s hopes were reviving, the US economy dropped to 1.9%
growth in 1990 and pulled New York City back down with it. And then in 1991 the
US economy went into recession, pulling the New York City economy down
further and the City’s budget with it. Throughout the 1990-91 fiscal year the City
struggled to adapt its budget to this economic reality. A true nail biter because
failure to balance the budget by June 30 would have turned daily control of the
budget over - to me.

By August 1991 it looked like the pressures the FCB and the financial markets had
placed on the City the past year were working. The New York Times wrote, [To
meet the Control Board’s concerns the City] “agreed to improve the city’s budget-
monitoring system...and to develop detailed contingency plans.”* So, the
immediate crisis earlier in the year seemed to have been averted by the system.

The system falls apart
Then the system began to fall apart. Not all players wanted the crisis to be over.

It began with a man named Felix Rohatyn, head of the Municipal Assistance
Corporation (MAC) that was set up in 1975 to finance New York City with long
term bonds with interest paid by the City. But interest rates had fallen a lot since
the early 1980s, and MAC could save the city budget a lot of money if it refunded
some of those bonds at lower interest rates.

! https://en.wikipedia.org/wiki/Black Monday (1987)
22 Josh Barbanel, “State Eases Threat of Fiscal Takeover Of New York City” August 2, 1991, New York Times,
Section A, Page 1.
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Felix Rohatyn longed to be back in center stage — and in the headlines. He played
his game as the summer drew to a close by placing conditions on a MAC
refinancing to make him seem fiscally responsible, knowing his conditions could
never be met.

Pushing in the opposite direction was the Governor’s director of communications.
He was particularly wary, perhaps even fearful of this intermediary and advisory
role of the FCB. He truly believed that the FCB is a political arm of the Governor,
who is the chair of the Control Board, and therefore everything must move as the
Governor’s wishes.’

Confronted by these two opposing forces, I went north to Albany, the state capital,
to get the Cuomo administration focused on the realities of the City budget
situation.* I met with Governor Cuomo’s inner circle and his newly appointed
budget director.’ The budget director’s main reaction to me was, not about content,
but his hesitancy about my putting anything into writing.®

Then there was pressure from the business community. I had one of many
meetings with the Executive Vice President of the New York City Partnership and
Chamber of Commerce, a very powerful business organization. He relayed to me
that his members were getting harder to handle and increasingly frustrated with the
Dinkins administration. Demonstrating this frustration, within weeks his boss, the
CEO of the Partnership, went to the papers to say, “If the business community does
not see ... a clear scheme to get city government under control... it’s going to do
harm to the economy.””’

It soon became clear from my contacts that the City was the only player which did
not believe the City had to take action to meet Felix Rohatyn’s demands. City
officials believed Rohatyn would do the MAC refinancing regardless of the City’s
actions.®

3 Personal log, August 5, 1991.

4 New York Times, January 22, 1991, Section B, Page 3, Kevin Sack, “Cuomo's Staff Stays Largely Intact and in
Shadow”

5 Personal log September 6, 1991.

® Personal log September 9, 1991.

7 Sylvia Moreno, “City Plan to Deal with Budget Gap” New York Newsday October 8, 1991, Page 40, quoting Ron
Shelp, CEO of the NYC Partnership and NYC Chamber of Commerce and Industry.

8 Personal log Thursday September 12, 1991.
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With all these players pushing from different directions, I relied heavily on forming
a consensus with the three “private members” of the FCB as a major source of my
independence and influence on events.

Even with them, politics could not always be set aside. One member in particular,
had earlier been very assertive, but now was more non-committal.” I later learned
that he was heavily involved in the upcoming Clinton presidential campaign and
the upcoming Democratic Convention, so he didn’t want a public impression that
the Democratic governor and the Democratic African American mayor were at
odds.

The inaction on the part of the City was creating a “hot potato” situation in which
no FCB board member wanted to play hardball in public with the Mayor: neither
state nor city controllers, not the governor, nor the private members.

There was not much time left to get the City to take some financial actions, so I
telephoned the City budget director who said to me, “Allen I don’t have
authorization to go ahead [with a revised financial plan].”!°

On November 5, the day before mandatory release of the City’s revised financial
plan, the private members and I met with the Mayor at Gracie Mansion. His
position was stunning: the Mayor was unwilling to make a commitment to any set
of detailed plans because he felt, if he committed himself, there would always be
someone who would say no and call him an idiot for doing so.!!

We were still encountering politics over substance.

The next day was therefore no surprise: what we saw on November 6 was a City
financial plan whose numbers did not add up and City budget officials that could
not, or would not, explain how they came up with the numbers. In short, having no

idea what to do, they made up the numbers.

Does this sound like Washington today?

° Personal log Tuesday September 17, 1991.
10 Personal log Monday September 30, 1991.
1 Personal log Tuesday November 5, 1991.
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Creating a Coalition to Bring Back Facts and Transparency

What to do? Of course, I needed to double my efforts to create a coalition that
could compel the City to bring back facts and transparency. Unsurprisingly, the
immediate public response to the November 6 was muted. After all, the language
of the plan did sound responsive, but it takes a while to dig into the numbers to see
that the emperor has no clothes.

Within a week the newspapers knew the plan was just a PR statement and they
kicked into high gear. Even the governor was put on the hot seat. Here are some
quotes from the papers:

e “Cuomo has always said his presidential considerations are affected by the
fate of New York City finances, and negative reaction over the past several
days to a four-year financial plan prepared by Mayor David Dinkins could
lead to complications for the governor.”

e Or Felix Rohatyn saying, “It is the frustration at watching a city degrade
itself when it doesn’t have to. People have given up hope partly because the
administration doesn’t give them any hope. The failure of this administration
is its failure to give the city a sense of direction.”

e And I had to be more public, so the papers could say, “Allen J.
Proctor...concurred in some of Mr. Rohatyn’s criticisms, saying the plan
was so unspecific that it seemed more like a first draft.”!?

The relentless coverage about the City’s finances, as well as the mouthpiece it
gave to Rohatyn, was a phenomenon that might be difficult to duplicate today,
even in DC.

That competitive news environment of five dailies and dozens of radio
stations people listened to regularly, with all the major news networks having
local TV affiliates, empowered officials who were willing to speak out, like
Rohatyn or myself, allowing the elected officials to duck. It also empowered
behind-the-scenes players to play hardball.

In fact, within a week of the City’s November 6 release of its muddy financial
plan, hardball began to coalesce behind the Control Board taking the lead. On

12 New York Newsday November 12,1991, page 26; New York Times November 10, 1991, Section 1, Page 1.
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Wednesday November 13, three meetings or conversations occurred to
further promote the Control Board’s role in getting the system back on track.

First, the MAC staff and Rohatyn, with his business partner who was a
former Cuomo official, met with two of the City’s deputy mayors. The
outcome was fundamentally that Rohatyn urged them to deal more
directly with the FCB.

Second, I had a conversation with the state budget director who
reported the governor now was inclined to move up the next public FCB
meeting due to the private members’ encouragement that this was an
effective strategy. Notably, no suggestion of any role for me to play.

Third, the New York City Partnership and Chamber of Commerce met.
The leadership had proposed a resolution to commend the Mayor on his
financial plan, the one that lacked any details. However, the head of RJR
Nabisco, Lou Gerstner, led a rebellion among the membership that
resulted in the Partnership’s refusal to make positive statements about
the city administration.13

All this made the City finally aware that public opinion was turning against
them. The problem was that they still did not realize that people saw past
their superficiality and that there really had to be concrete changes in City
finances, not just statements about changes in its finances. The First Deputy
Mayor called to schedule a direct meeting with me the next day.14

The next day, November 14, the New York Times ran an article on page 1 of
the Metro section titled “Dinkins Shifts On Fiscal Plan Under Pressure.” It was
pretty direct.’> The pressure was building on the Mayor to make some difficult
and detailed decisions.

My conversations that day revealed that we still had a lot of work to do to put
together a coalition and consensus.

13 Personal log Wednesday November 13, 1991.

14 Ibid.

15 James C. McKinley Jr., “Dinkins Shifts On Fiscal Plan Under Pressure” New York Times, November 14, 1991,
Section B, Page 1.
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First was the usual push back from the Governor’s communications director.
He did not want me to work behind the scenes with any of the players. He
related that the Governor wants his control board hat to be visible and he
wants to be able to play this as he chooses.1® So the state staff still were not
on the same page as Rohatyn, the Times, nor the Partnership on how to
compel the City to address its financial problems.

Then I met with the City First Deputy Mayor. It is hard to summarize the
entire meeting except to say he truly was stunned why everyone didn’t think
the City’s existing financial plan was great. He did not understand that, if the
Mayor is unwilling to commit to details, the Mayor’s just saying that he will
restructure City finances is just not credible.

Maybe he needed to hear from more people than just me.

So, the next day the private members and I met with all the top city staff. This
Friday meeting convinced the First Deputy Mayor that city staff better make
sure they can put together a convincing plan before they start or else the next
plan would be deemed another failure of the Dinkins administration.

Then I learned that the real problem was still the Mayor. The First Deputy
drove me home after the meeting and on the way, he confessed that he hoped
to know by next Friday if the Mayor was willing to implement the kinds of
decisions to really do a department-by-department set of budget cuts and
stick with it. The First Deputy worried that the Mayor would make so many
exceptions to the cuts that the effort would fall short.1”

Saturday November 16, two days after the Times article appeared, the New
York Times editorial board weighed in with their view of how to get a
solution: Quote: “... let the Financial Control Board act as referee.... The city
has agreed to redraft its plan in consultation with the Control Board.... It will
bring Governor Mario Cuomo actively into the city’s budget-making process....
The Dinkins administration and the board have until early January to revise
the sketchy plan.”'® unquote

The FCB role they called for meant in essence that I would have to be the

16 Personal log, Thursday November 14, 1991.
17 Personal log Friday November 15, 1991.
18 New York Times editorial November 16, 1991. “Peace Pipe for the City Budget” section 1, Page 18.
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referee. The challenge for me was how to get that mandate so that I could get
all the players to play in the sandbox when all they wanted was for everyone
to stay publicly silent and on the sidelines.

The next week showed that the Mayoral staff still did not have a mandate to act
and the Governor’s staff were still trying to make the issue go away.1?

So, we went to the top. Thursday of that week, November 21, the private members
and I met with the Governor. Given his staff’s position, I was expecting the
governor would be inclined to not have public meetings, not issue Control Board
staff reports, and not give a blessing to my behind-the-scenes role, but instead try
to accommodate the City’s preference for generalities over specifics.

Oh boy, was I wrong. The left hand, the staff, clearly were not on the same page
as the right hand, the Governor.

I think the catalyst for the split was that, just before our meeting with the
Governor, he had met with Morgan Stanley, likely to discuss the state’s own
budget and bonding issues. In passing the Morgan Stanley folks emphasized to the
Governor how critical the reliance on the Control Board was for the confidence of
the markets. It turned out that all the individual behind-the-scenes conversations
among reporters, the New York Partnership, and the bond rating firms were paying
off.

The result was that the Governor made four specific and uncharacteristic decisions
that day:

1. One, to send him all the memos I normally send just to his staff — a clear
source of the left hand-right hand disconnect.

2. Two, the Control Board staff report should ignore the City’s pleas to talk
only about the current year and not the implications of its decisions on
subsequent years.

3. Three, the full Control Board would meet publicly in three weeks, which
would force the hands of the other public officials.

4. Four, the FCB staff should not feel our hand was being forced to enable the
MAC refinancing.

19 Personal log Thursday November 21, 1991.
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Very strong statements, very clear. A much more galvanized position than I’d
heard before from the Governor, notwithstanding his staff’s constant efforts to give
him cover.?

I had a decision from the Governor, but no one else was yet taking the need for
concrete action seriously.

I went back to work behind-the-scenes the next day:

First, the Governor’s communications director. He had viewed his assignment was
for him, not me, to galvanize the City at the staff level and get some quick
meetings going. By the end of the day, it had become clear to him that the
Governor had changed his mind: the City needed to deal with me a lot more and
not with the Governor’s communications director.?!

Second, the New York City Partnership staff contacted me that their members did
not like the sense of drift of the Dinkins administration and felt it needed to end.*
So the position of the City’s business leaders was moving to consensus.

Third, the State Controller decided to take a public position that the City doesn’t
know what it is doing and that he would call for a Control Period, the most extreme
scenario.”?

Fourth, two days earlier I had issued in draft form a report we had been working on
for over a year that recommended changes in the format and procedures used by
the City to put together a financial plan.?*

The two latter events just reinforced the Mayor’s view that this was no more than
political posturing intended to slam him.?> Clearly, the Mayor and his staff still
thought the whole issue was a PR problem and there was no substance to these
criticisms. The City still did not believe that the facts mattered -- it was all
politics.

20 Ibid.

2! Personal log Friday November 22, 1991.

22 Personal log Tuesday November 26, 1991.

23 Personal log Thursday December 5, 1991.

24 Personal log Tuesday December 3, 1991. “Financial Planning in the Nineties: Building on New York’s Pioneering
Efforts in the Seventies”, New York State Financial Control Board. Publicly released June 1992.

25 Personal log Thursday December 5, 1991.
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As the date of public control board meetings would approach, I would use draft
agendas to smoke out the elected officials’ positions. This time it revealed that all
the board members were pursuing their own agendas:

e The State Controller submitted a very strong resolution that was not
consistent with the statutory authority of the Control Board.

e Despite the Governor’s statements to us and to his communications director,
the state budget office started lobbying the City Controller to cancel the
upcoming board meeting, still focusing on avoiding anything that forced the
Governor to confront the City and be subjected to charges that Cuomo is
causing Dinkins problems.?¢

I needed another way to get both City and State staffs to believe that [ was an
objective referee, not a political actor. To get more players focused on the facts, I
shared a draft of the upcoming FCB staff report with all the board members and
with Standard & Poor’s to strengthen the Control board staff’s reputation as open,
transparent, and objective. My goal was for the December public meeting to be
uneventful in order to provide more time for continued behind-the-scenes pressure
to get the City and Mayor to make some hard financial decisions.?’

As I said earlier, for elected officials, a public meeting is the ultimate deadline
when push comes to shove. This was demonstrated by a flurry of pre-meetings the
morning of the December 13 public session.

The first meeting was with the Mayor and City officials. They came in believing
that no matter what they did, if I didn’t like how they were running government, I
would condemn them. The private members had my back that day. Their retort
was “the last plan was an abomination. It can’t happen again. The burden of proof
is on you, not on us.” The Mayor’s staff wouldn’t let go of their obsession that
they were just being sand bagged, but the Mayor seemed to get it, that he had to
deliver specific details and facts in the January plan revisions.?

26 Personal log Tuesday December 10, 1991.
27 Personal log Thursday December 12, 1991.
28 Personal log Friday December 13, 1991.
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Then we met with the Governor and State Controller. The Governor and private
members pressed the State Controller on his proposed resolution and argued that it
would accomplish nothing; everything constructive had to occur behind the scenes.
The upshot was an agreement for the Governor to have the Mayor speak first, then
to open the public meeting up for all the issues to get an airing by the other elected
officials.?

The December 13 public meeting gave the Mayor, Governor, and City Controller
plenty of time to state their viewpoints publicly. Since all the important issues had
just been aired before TV, radio, and the press, the State Controller was neutralized
and, when he was called on, he chose not to speak nor to introduce his motion
calling for a control period.

My goal was achieved: a non-event publicly. Now my job was to issue a public
report that was open and frank but did not subvert the ability to work behind the
scenes to get the City to produce a factual, credible, specific plan to get the City
out of its fiscal bind.

Our staff report was issued December 17, four days after the public meeting. We
did indeed lay out all the facts, but I made sure to leave the Mayor an opening. In
the overview, I wrote: Quote “...on November 26 the Mayor notified the Board
that, due to certain events, concerns, and suggestions since the release of the
[November 6] modification, he would make further revisions to be submitted
January 16, 1992.3° Unquote.

The same day, December 17, I met with Standard & Poor’s to go over the report
and to learn if they were on the same page as me. What came out was that S&P
had been saying to the City almost exactly what we, at the staff and private
member level, had been saying to the City.*!

By bringing the Governor, state and city controllers, private members, bond rating
agencies, and the New York City Partnership into a public and outspoken position
telling the City to get serious with detailed, supportable plans, we had finally
compelled the Mayor to play hardball with his staff, despite his inclination to
dismiss criticism as political posturing.

2 Ibid.

30 New York State Financial Control Board Staff Report November Modification FYs 1992-1996, December 18,
1991, Introduction and Overview, page 1.

31 Personal log, Tuesday December 17, 1991.
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Bringing It Home-Restoring Facts, Transparency, and Objectivity

The challenge now lay in getting the Mayor’s staff to do likewise. That, of course,
would all be behind-the-scenes. The next month was filled with conversations
with City budget officials asking me if this change was okay with me, and so on.
Their nervousness continued but it became clear by January 25 that they were
focused on putting together the detailed documentation needed for the plan to be
credible.

By January 27 it was clear that the Mayor was making decisions, and the staff had
moved past using excuses and manipulations to mask indecision. In a meeting
with me, the private members, the budget director, and the Mayor, the budget
director presented a reasonable conceptual summary of what the plan was all
about.*?

Then the staff and I left for the Mayor to meet alone with the private members. As
the private members later reported to me, the Mayor did 95% of the talking. He
seemed much more involved in the process than ever before and with command of
a level of detail beyond the documents the staff had provided to us. He said he
recognized the fiscal problem wasn’t a passing storm, that he had to change the
structure of government now, and that he was the one who had to see it through.
The private members were impressed that the Mayor had a command of detail and
nuance he had never exhibited before.*?

From that point on, the process based on transparency, disclosure, and specific
detail was back on track. That didn’t mean people didn’t still disagree. But now
they were disagreeing on policy and implementation based on a common set of
facts.

The City’s revised plan came out on January 30.

My positive perspective — that the Mayor was serious and committed to solving the
City’s fiscal problems -- became public when a private memo I had sent to the
Governor in early February somehow had gotten into City hands, who leaked it to
the New York Times.>*

32 Personal log Monday January 27, 1992.

33 Personal log Wednesday January 29, 1992.

34 New York Times, February 10, 1992, Section B, Page 1, Todd S. Purdum, “Dinkins Plan for Budget Draws
Praise."
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The next public affirmation came on February 27 when the Control Board met
publicly on the revised plan. The meeting was a mutual love fest because the City
had risen to the occasion and listened to constructive criticism. The Mayor even
thanked me personally for my efforts!*> Since the papers had already printed a
“love fest” article on February 10, they were back to focusing on where criticism
continued.¢

No matter, the behind-the-scenes work had succeeded in building a coalition that
had convinced the Mayor and City staff to get serious.

Epilogue

Now that you have seen what can happen behind-the-scenes and how it worked in
1991 and 1992, your next question is likely what were the after-effects of this
behind-the-scenes work?

For the next 22 months remaining in his term of office, Mayor David Dinkins
continued to work diligently to guide New York City out of the national recession.
In the meantime, he hired William Bratton to be Police Commissioner and started a
community policing program called Safe City, which later on was copied around
the country.

The public didn’t appreciate Dinkins’ fiscal responsibility because it inevitably
involved spending reductions and tax increases. When he faced Rudy Giuliani for
re-election in November 1993, his new police program was just kicking in so
Giuliani could run a law-and-order campaign claiming that Dinkins was soft on
crime. Dinkins lost by only 44 thousand votes out of 1.8 million cast, hardly the
landslide that it has come to be called.’’

Part of my job was to brief new mayors on the fiscal situation, so later that month I
met with Rudolph Giuliani. It was stunning that he didn’t seem to care about the
fiscal challenges. In fact, he described to me his plan to force a fiscal crisis in
1997 that would break the unions’ power. The next year, 1994, the New York
governorship shifted to the Republicans, and George Pataki replaced Mario Cuomo
as governor for the next eleven years.

35 Transcript FCB meeting February 27, 1992: 2 minutes 00 seconds to 2 minutes 16 seconds.

36 New York Times, February 28, 1992, Section A, Page 1, Todd S. Purdum, “New York City to Slash borrowing
Under Pressure From Bond Raters™

37 Wikipedia, https://en.wikipedia.org/wiki/1993 New_York City_mayoral election/
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From that point on there would be little pressure from the state on Giuliani’s fiscal
plans. In fact, in 1997, the state did an end run around the Financial Emergency
Act that allowed Giuliani in effect to borrow far more than the budget could afford,
an option Dinkins and his predecessors had had never had.*

Giuliani’s first budget director, a man of integrity with years of experience in state
government finance, left after 5 months. No reason was given, but I expect he had
an experience similar to my meeting with Giuliani the prior November.

A year later, William Bratton resigned as Police Commissioner, partly due to
Giuliani's belief that Bratton, Dinkins’ hire, was getting more credit for the
reduction in crime than Giuliani was getting.*’

Having seen that the window of influence I had was closing, I took the offer to join
the faculty of the John F. Kennedy School of Government at Harvard. The ability
of the Financial Control Board to compel fiscal transparency and responsibility
would come to a close under the Giuliani administration.

We had won the battle for fiscal responsibility but eventually lost the war. When
Giuliani left office in December 2001, he had saddled his successor, Michael
Bloomberg, with a prospective deficit of over $4.8 billion, with $3.8 billion in debt
and an economy devastated by the effects of 9-11.% His false reputation of fiscal
responsibility was unmasked as deficit financing, which we now see gone wild in
today’s federal government.

Thank you.

38 New York State Financial Control Board Staff Report, July 1996, pages 39-44.

39 Wikipedia, https://en.wikipedia.org/wiki/William_Bratton/

40 The City of New York, Office of Management and Budget, Financial Plan Fiscal Years 2002-2006, February 13,
2002.
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