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FIGURE 1

The Big MAC-Era Shutdown of New York’s
Hospitals
Hospitals in
Manhattan, 1960

Hospitals in
Manhattan, 1990

Impact of NYC’s 1975
Fiscal Crisis on TB,
HIV, and Homicide
by Nicholas Freudenberg, DrPH, Marianne
Fahs, PhD, Sandro Galea, MD, DrPH, and
Andrew Greenberg, MS
The following are excerpts from an article which appeared
in the March 2006 issue of the American Journal of Public
Health, reprinted with permission of the American Public
Health Association. The full title is “The Impact of New York
City’s 1975 Fiscal Crisis on the Tuberculosis, HIV, and
Homicide Syndemic.” Footnotes have been omitted.

Source: EIR, July 27, 2001.

Shown are hospital closures (of major facilities) in Manhattan,
one of New York City’s five boroughs, with a population in 1990 of
1.5 million. In 1960, Manhattan had 78 public, private, and notfor-profit hospitals; by 1990, that was down to 33, and still
declining. In all five boroughs of New York City together, there
were 154 hospitals in 1960, which by 1990 fell by 49% down to 79
hospitals. Notice that in the upper gooseneck of Manhattan, the
area above 125th St., there had been six major hospitals of all
kinds in 1960; by 1990, there were only two. All of this area had
over 20% of the population below the poverty line, with some parts
up to 40% below.

on Nov. 12, he again addressed the U.S. Conference of Mayors meeting in New York City, on “ ’04 Metro Agenda on
Infrastructure and Jobs.”
Behind the rhetoric, Rohatyn’s message is always the
same: Governments, being bankrupt, should step aside and
let private bankers run the world, to decide who lives and
who dies.
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In 1975, New York City experienced a fiscal crisis rooted in
long-term political and economic changes in the city. Budget
and policy decisions designed to alleviate this fiscal crisis
contributed to the subsequent epidemics of tuberculosis, human immunodeficiency virus (HIV) infection, and homicide
in New York City.
Because these conditions share underlying social determinants, we consider them a syndemic, i.e., all 3 combined to
create an excess disease burden on the population. Cuts in
services; the dismantling of health, public safety, and social
service infrastructures; and the deterioration of living conditions for vulnerable populations contributed to the amplification of these health conditions over 2 decades.
We estimate that the costs incurred in controlling these
epidemics exceeded $50 billion (in 2004 dollars); in contrast,
the overall budgetary saving during the fiscal crisis was $10
billion. This history has implications for public health professionals who must respond to current perceptions of local fiscal crises.
In the 1980s and early 1990s, New York City experienced
epidemics of tuberculosis (TB), human immunodeficiency
virus (HIV) infection, and homicide. Although each of these
has unique determinants and each affects people worldwide,
in New York City the 3 epidemics played out in a specific
geographic, temporal, and political context; affected similar
populations; and together contributed to a public health crisis.
HIV infection, TB, and homicide constituted a syndemic
that affected New York City from the late 1970s to the mid1990s. A syndemic has been defined as 2 or more epidemics,
with biological determinants and social conditions interacting
synergistically, that contribute to an excess burden of disease
in a population. We used journalistic accounts and governEconomics
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ment reports, as well as recent epidemiological and economic
analyses, to examine how budget and policy decisions made
in New York City in the 1970s contributed to the increasing
incidence of TB, HIV infection, and homicide during the
1980s and 1990s. Municipal, state, and federal policy and
budget decisions in the late 1970s and early 1980s determined
the severity of the syndemic and contributed to tens of thousands of preventable deaths and illnesses. Ultimately, it cost
New York City tens of billions of dollars to deal with the
consequences of these budget cuts. We hoped that an examination of this chapter of the city’s history and the longer-term
social and economic costs of the policy decisions made in that

Felix Rohatyn, an investment
banker and a chief architect of the
Emergency Financial Control Board,
noted that as a consequence of the
cuts in municipal services, “the
direction and philosophy of a large
unit of government were
fundamentally and permanently
changed as a result of the
involvement (some would say
intrusion) of the private sector in
government.”

era would yield lessons that could guide the public health
response to future municipal fiscal crises.

Municipal Response to the 1975 Fiscal Crisis
Beginning in 1975, a fiscal and political crisis left New
York City without the resources to pay its operating expenses
or the ability to borrow money from public credit markets,
banks, or the federal government. This fiscal crisis was rooted
in global economic changes (a worldwide recession and oil
shortages); federal, state, and city fiscal and tax policies that
failed to generate the resources needed to support growing
demands for services; and demographic and political changes
in New York City that left the city with less wealth and more
need. The precipitating event was a decision by NYC bankers
to stop lending money to the city, a move that could have
caused the city to default on its outstanding loans and declare
bankruptcy. The mayor then turned to the federal government
for help but was turned down, in part because many in Washington viewed New York City as a profligate spender that
coddled its poor. In urging President Ford to reject Mayor
Beame’s request for financial assistance, Treasury Secretary
44
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William Simon stressed the political dimensions of his recommendation. Any assistance, he said, should be on terms “so
punitive, the overall experience made so painful, that no city,
no political subdivision would ever be tempted to go down
the same road.”
To avert bankruptcy and restore stability, city and state
officials appointed a group of businessmen, bankers, and city
officials to serve as an Emergency Financial Control Board
(EFCB). The primary goal of the EFCB was to balance New
York City’s budget so that the city could again borrow money
from public credit markets. To achieve this goal, the EFCB
mandated cuts in city services and reductions in the city workforce, the transfer of some municipal responsibilities to state
government, and tax increases. In 1975, the city’s budget was
about $13 billion. The EFCB asked the city to cut $200 million
in spending, approximately 6% of its operating expenses,
each year for 3 years. However, because of federal and state
mandates for entitlement programs, debt services, and other
fixed costs, the city had control over and could make cuts
from only about a quarter of its budget. As a result, sectors
dependent on discretionary tax levy funds experienced reductions much larger than 6%.
Agencies with health responsibilities were particularly
hard hit. Between 1974 and 1977, the Department of Health
(DOH) budget was cut by 20%, and by 1977 the department
had lost 1700 staff members—28% of its 1974 workforce.
To achieve these reductions, the department closed 7 of 20
district health centers, cut $1 million from its methadone program, terminated the employment of 14 of 19 health educators, and closed 20 of 75 child health stations and 6 of 14 chest
clinics (the units responsible for TB screening and diagnosis).
At the Health and Hospitals Corporation (HHC), the
agency that operates municipal hospitals, the city payroll was
cut by 17% between 1975 and 1978. Between 1975 and 1980,
the number of beds in HHC facilities fell by 16% and the
number of days of care provided dropped by 230%. In 1975,
HHC closed all 50 of its community-based clinics to help
meet a mandated budget cut. In the following years, the EFCB
and the mayor’s budget office gained increased control over
the public hospital’s operations and fired the hospital director
who spoke out against budget cuts. Between 1975 and 1985,
the proportion of the HHC budget covered by the city decreased from 40% to 27%.
In 1967, in response to the city’s growing heroin epidemic, Mayor John Lindsay had created a municipal agency
directly responsible for substance abuse treatment, the Addiction Services Agency, and rapidly expanded treatment capacity. Between 1971 and 1973, New York City increased its
census of methadone patients by 170%, from 19,900 cases to
34,000, and significantly decreased waiting time for treatment. In those 2 years, drug arrests, complaints to the police
about burglary and grand larceny, and reported cases of serum
hepatitis all fell significantly, suggesting (although not proving) that increases in availability of drug treatment contribEIR
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uted to these outcomes.
However, in 1976, the city eliminated the Addiction Services Agency and transferred its reduced staff to the city
health department. City officials estimated these cuts would
save the city $10 million and the state and federal governments an additional $40 million. In 1977, New York City
ended its involvement in substance abuse treatment by transferring responsibility to the state Office of Alcoholism and
Substance Abuse Services. Over the next decade, expansion
of New York City’s drug treatment capacity stagnated.
City agencies that affected health indirectly were also cut.
The police department lost 20% of its workforce, eliminated
the youth unit and the organized crime squad, and cut the
narcotics squad by 33%. The budget for the special narcotics
prosecutor was cut from $2.4 million in 1975 to $1.1 million
in 1976. In 1972, the New York City police force numbered
31,000; by 1980 it had shrunk to 22 000.
The cumulative effect of these cuts significantly reduced
the scope of municipal services. In the 7 years before 1975,
city spending had risen 30% in real dollars; in the next 7 years
it fell by 33%. These reductions in the scope of government
sent an important political message. Felix Rohatyn, an investment banker and a chief architect of the EFCB, noted that as
a consequence of the cuts in municipal services, “the direction
and philosophy of a large unit of government were fundamentally and permanently changed as a result of the involvement
(some would say intrusion) of the private sector in government.”
In 1981, New York City was able to reenter the public
credit market, and all subsequent city budgets have met the
legal requirement for a balanced budget. In 1984, municipal
operating expenses were 15.9% lower and capital expenses
56% lower than in 1975, after adjustment for inflation.

Federal Budget Decisions
Beginning in the mid-1970s but especially after the election of a conservative president in 1980, the federal government also initiated a series of budget, tax, and social policy
decisions that adversely affected the population of New York
City and other cities. For example, by 1982 federal support
for low-income housing had all but ended, and federal funding
for urban development and public health problems such as
TB, sexually transmitted infections, and mental health was
reduced and consolidated into “block grants,” that gave states
the flexibility to shift resources into more politically popular
programs. General revenue sharing was ended in 1985, and
between 1980 and 1990, federal support for the Community
Development Block Grant program, an important source for
economic and infrastructure support for low-income neighborhoods, was slashed from $6.1 to $2.8 billion. Generous
tax cuts for the wealthy and big increases in military spending
further reduced federal resources for health and social problems and contributed to a political climate that favored shrinking government. As new problems such as AIDS, crack addicEIR
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tion, and a rising rate of homicide emerged, state and local
governments were increasingly unable to turn to the national
government for help. The lessons that Treasury Secretary Simon and banker Rohatyn had hoped to teach had taken hold.

Changes in Living Conditions
As a result of broader social and economic changes such
as deindustrialization and loss of manufacturing jobs, suburbanization, 2 economic recessions, and the previously described municipal and federal policy decisions, living conditions for the city’s low-income population deteriorated
significantly. Between 1970 and 1980, the number of poor

The costs of excess TB and homicide
and preventable HIV infection alone
were 5 to 15 times greater than the
total dollar savings in city
expenditures during the ﬁscal crisis.
people in New York City increased by 20% even as the city’s
population declined by 10%. Arson and other fires, gentrification, suburbanization, and landlords’ abandonment of
buildings contributed, in different ways, to the displacement
of nearly one quarter of the city’s population.
Job losses and cuts in public benefits combined to reduce
family income, and housing costs increased. By 1980, a freeze
on public assistance imposed by the New York State legislature in 1975 had reduced the inflation-adjusted value of the
average welfare grant by 50%, affecting the nearly 1 million
city residents dependent on welfare. Between 1970 and 1976,
New York City lost 468,000 manufacturing jobs; in the public
sector, by 1980, EFCB-mandated layoffs and attrition had
eliminated 1 in 5 city jobs, severely constricting 2 paths out
of poverty. In 1981, the Wall Street Journal lamented,
Basic city services, once the model for urban areas
across the nation, have been slashed to the point of
breakdown. Evidence of the cutbacks is everywhere:
The streets are blanketed with garbage. Robberies, to
name one crime, are at an all-time high. The subway
system is near collapse, plagued by aging equipment,
vandalism, and frequent breakdowns and derailment.
This deterioration contributed to “White flight” to the suburbs, corporate decisions to relocate outside New York City,
and loss of tourism, further depriving the city of the tax revenues needed to combat its health and social problems. . . .
[Editor’s summary: Under the subhead “Policy, TB, HIV
Infection, and Homicide,” the authors detail the rise of each
of these epidemics, the excess deaths they caused, and the
Economics
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cumulative economic consequences. We
obtained an indication of the order of magniIncidence of Tuberculosis (TB), AIDS, and Homicide in
tude of the syndemic’s economic burden to
New York City From 1970 to 2002, and Relative Timing of
society by applying published cost-of-illness
New York City’s Financial Crisis and Federal Budget Cuts
estimates developed during the New York
(Shaded Boxes)
City syndemic to the incidence rates. . . .
Our economic estimates for TB and HIV
infection included the direct costs associated
with treating that proportion of illness represented by the post-fiscal crisis increase in
rates. For deaths because of homicide and
AIDS, we included the economic value attributed to lost life. Our estimates were based on
economic cost-of-illness studies using nationally representative samples. When possible,
we adjusted for temporally specific New York
City differences, using published sources. For
instance, to better reflect the way in which
New York City used resources during the TB
epidemic, we adjusted national cost estimates
to take into account the increased expenditures
for TB cases resulting from directly observed
therapy in New York City. For HIV, we adjusted drug costs to take into account the new
antiretroviral therapies that began to become
Source: American Journal of Public Health.
available in the early 1990s. We adjusted all
Footnotes have been omitted.
estimates to 2004 dollars, using the medical
services component and the New York regional component of the US consumer price
adverse effects of their mutual interaction. Budget cuts to
index for urban wage earners.
hospitals and clinics, reductions in public assistance and
For TB, we considered cases reported between 1979, the
Medicaid, and the post-1980 federal reductions in support for
year TB incidence began to rise, and 1999, the year it fell
low-income housing, all increased the incidence of TB and
below the 1978 rate. In these 20 years, 47,105 new cases of
HIV/AIDS.]
TB were reported in New York City. Had the TB incidence
In summary, a variety of policy decisions made during
rate observed between 1974 and 1978 persisted, an estimated
the fiscal crisis and thereafter contributed to the TB, HIV, and
10,717 fewer cases would have been reported. We calculated
homicide syndemic that peaked in the mid-1990s (Figure 1).
the costs of these cases, a conservative estimate: had the TB
The actions taken to achieve a structural adjustment of the
rate continued to decline after 1978 as in previous decades,
city’s budget by balancing revenues and expenses had the
an estimated 20,000 to 52,000 cases would have been averted.
unintended consequence of imposing new burdens on the ciFor homicide, we considered the number of deaths bety’s poorest residents. Although each of the 3 epidemics had
tween 1979, the year rates began to increase sharply, and
its own dynamics, city, state, and federal decisions about drug
1993, the year they returned to the 1978 level. In this interval,
treatment, primary health care, and housing worsened all 3,
26,890 people were murdered, 3,265 more deaths than would
and the policy-driven deterioration in living conditions exhave occurred had the homicide rate in the 1974 through 1978
panded the size of the populations most vulnerable to these
period persisted.
health problems.
Because HIV infection arose in New York City at about
the same time as the fiscal crisis, we could not attribute a
specific component of illness to the social climate of that
Economic Costs of the Syndemic
In the last half of the 20th century, public health econoperiod by comparing pre- and post-fiscal crisis AIDS case
mists applied principles of neoclassical theory linking popurates. Therefore, we used published estimates of the proporlation health and economic productivity to develop cost-oftion of cases that could have been averted had robust prevenillness methodologies. These multidisciplinary methods are
tion programs been established in the early 1980s, when
used to measure economic consequences of illness in society.
AIDS was first recognized as an epidemic. Reports reviewing
On the basis of this literature, we extended our analysis of the
the efficacy of HIV prevention interventions in the United
New York City syndemic to obtain a partial estimate of its
States have shown that participation in drug treatment proFIGURE 1
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grams is associated with a 17% to 78% reduction in HIV
prevalence, and a recent international review suggests that
“expanded” responses to the HIV epidemic can avert 60%
to 69% of new cases. We conservatively estimated that a
citywide effort to expand drug treatment and harm reduction
services, improve access to primary care and treatment of
sexually transmitted infections, and provide more aggressive
HIV prevention services might have averted 20% of the
overall HIV infections and AIDS cases in New York City
between 1976 and 1995.
According to the DOH, at the end of 1995, 51,783 New
York City residents had died of AIDS, 41,623 were estimated
to be living with AIDS, and about 50,000 were HIV infected
but had not yet been diagnosed with AIDS. Thus, we estimate
that by the end of 1995, 10,357 AIDS deaths, 8,325 AIDS
cases, and 10,000 HIV infections could have been averted.
Applying our cost-of-illness estimates associated with
these conditions, and using our conservative estimates of excess burden of morbidity and mortality, we calculated that the
excess diagnosed and suspected TB cases following the New
York City fiscal crisis incurred just under $500 million in
direct medical costs. The higher estimates of excess cases
would yield direct medical costs ranging from more than $900
million (by Frieden et al.’s estimate) to about $2.4 billion (by
Paolo and Nosanchuk’s estimate).
We estimated the direct costs, lost productivity costs, and
lost-quality-of-life costs for the 3,265 excess homicides to be
$17.7 billion. For HIV and AIDS, the direct costs were $2.3
billion for preventable deaths, $1.8 billion for preventable
cases living with AIDS, and $666 million for preventable
cases of HIV infection—a total of $4.7 billion. Adding the
economic value of loss of life only for AIDS deaths during
our period of study adds another $31 billion to the AIDS costs.
(A detailed description of our methods is available from the
corresponding author.)
In summary, the costs of the excess cases of TB, the excess
homicides, and the potentially preventable cases of HIV/
AIDS that occurred after the New York City fiscal crisis
ranged from $54.7 billion to more than $160 billion, depending on the definition of “excess” cases. In comparison, spending cuts between 1976 and 1983, when spending began to
increase again, saved the city $9.9 billion (in 2004 dollars)
over what it would have spent had it continued spending at
the 1976 level. Thus, the costs of excess TB and homicide
and preventable HIV infection alone were 5 to 15 times
greater than the total dollar savings in city expenditures during
the fiscal crisis.

Limitations
Several caveats are in order. First, the study of complex
health problems with multiple causes seldom allows assignment of definitive causality or quantification of the burden of
disease attributable to any one factor. The very concept of
syndemics argues against singular causes. Thus, not all “excess” or avertable TB cases, homicide deaths, or HIV/AIDS
EIR
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cases that occurred during and after the fiscal crisis can be
attributed specifically to policy decisions made during that
period. Rather, we believe that the fiscal crisis policies precipitated a cascading series of events that made the TB, homicide,
and HIV epidemics much worse than they would have been
had other policy decisions been made. Other secular trends
not directly tied to the fiscal crisis, including deindustrialization, “planned shrinkage” of municipal services, and complacency about infectious diseases also contributed to the syndemic.
Second, in modifying the major cost-of-illness studies
that served as background for our estimates, we used assumptions that erred on the conservative side. In other ways, however, our cost estimates may incorrectly attribute illnesses to
the climate of the fiscal crisis rather than to some other cause.
Similarly, although we believe that the combination of improving economic conditions and targeted public interventions ultimately led to the control of the TB, homicide, and
HIV infection epidemics in the later 1990s, we cannot rule
out other causes as well.
Third, we have not attempted to calculate all the costs
of the New York City fiscal crisis. Other major costs include
the declines in economic growth and tourism as a result of
the negative perceptions of New York City in the post-fiscal
crisis era, the adverse impact that the budget cuts had on
the New York City school system, and the costs of housing
displacement as a result of fires exacerbated by reductions
in fire services. Thus, our estimates of the economic consequences of the fiscal crisis describe only a portion of its
full costs.

Conclusion
Obviously, many factors contributed to the city’s health
crises of the 1980s. We have focused on the role of public
policy because unlike social and economic trends, which appear difficult to change in the short or middle run, policies
can and do change. Identifying the types of decisions that
harmed health in the past may make it possible to advocate
different approaches in the future. Similarly, examining policies that contributed to several adverse health outcomes—in
this case the TB, HIV, and homicide syndemic—may make
it possible to suggest more efficient approaches to policy advocacy and to frame policy messages that resonate in the
current political climate. As city, state, and federal governments again face deficits and propose deep cuts in services, it
seems particularly urgent to avoid a repetition of the 1975
decisions that so damaged New York City’s health.
Our historical health impact assessment demonstrates
several pathways by which these policy decisions exacerbated the syndemic. First, city, state, and federal budget cuts
diminished the public health, public safety, medical, and social service infrastructures that respond to health emergencies, compromising their ability to respond effectively to
emerging threats such as HIV infection and crack addiction.
Second, the cuts led to reductions in services such as drug
Economics
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treatment, preventive clinical services, health education, and
policing, and thus contributed to increases in TB, HIV infection, and homicide. Third, these policy decisions amplified
other trends that were pushing vulnerable populations such
as the homeless, drug users, the incarcerated, single mothers,
and the unemployed into living situations that put them
squarely in the path of TB, HIV infection, and violence. With
the benefit of hindsight, it appears evident that more prudent
fiscal and social policies could have saved the lives of tens of
thousands of New Yorkers as well as billions of taxpayer
dollars.
What made dedicated and well-trained public health professionals participate in the dismantling of vital services?
Most felt that they had no choice. Elected officials ordered
agency heads to make cuts. When the head of the public
hospital system resisted, he was fired. As Brash has explained [J. Brash, Invoking fiscal crisis: moral discourse and
politics in New York City. Social Text. 2003:76:59-83], the
discourse of fiscal crisis, created in New York City in the
1970s, proved to be a powerful tool for making cuts seem
inevitable and resistance futile, even irresponsible. Whereas
some advocates and health professionals did resist the
EFCB’s prescriptions, their efforts were short-lived and
mostly ineffective.
One lesson from this historical analysis is that health advocates may need to challenge the discourse of fiscal crisis
directly. In 1975, New York City and other cities did face real
problems, but the decision to impose the highest costs on the
most vulnerable populations was a political decision. Alternative solutions included looking for additional revenue, such as
from city income tax increases or financial service surcharges;
transferring some costs to higher, richer levels of government;
and imposing a moratorium on interest on loans to the city.
These options would have presented different economic, political, and health costs and benefits. Had advocates been more
successful in forcing consideration of these options, the human costs of the fiscal crisis could have been reduced.
Perhaps the principal lesson is that if the public health
community is to advocate effectively against budget and
policy decisions that damage health, it will need to identify
constituencies that can bring new clout into the political
arena. In the late 19th and early 20th century, progressive
movements, labor unions, and wealthy reformers often
worked together to improve living conditions and health,
in part because sectors of the elite believed such reforms
enhanced stability and promoted growth. In 1975, such alliances were not strong enough to resist the EFCB’s plan. A
key challenge for health advocates today is to create broad
coalitions that have the will and power to resist policies and
budgets that can damage health.
Another lesson may help public health professionals join
the current debate on the roles of government and markets in
responding to social problems. New York City’s fiscal crisis
spurred the call for allowing market forces to solve social
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problems. Yet as the syndemic unfolded, it was the government, not market forces, that ultimately contained TB, homicide, and AIDS. TB rates began to drop in 1993 after a comprehensive DOH campaign that cost more than $1 billion.
Beginning in 1991, New York City began to rebuild its police
force, and by 1999, the city had almost double the number of
police officers employed in 1980. Homicide rates started to
fall in 1991, and by 1995 they had dropped below the 1970
level. Many factors contributed to the decline in homicide,
but it seems likely that increased police presence was one.

More prudent ﬁscal and social
policies could have saved the lives
of tens of thousands of New Yorkers
as well as billions of taxpayer
dollars.
New cases of AIDS started to decline in 1993 after city, state,
and federal programs, including the Ryan White HIV CARE
Act and CDC prevention programs, made HIV prevention
and new treatments available to populations hardest hit by the
epidemic. Once again, federal policy and broader economic
changes, such as the economic prosperity of the 1990s and
the growth of job opportunities in the service sector, amplified
the impact of local policy decisions, although this time in a
salubrious direction.
The story of the public health consequences of the New
York City fiscal crisis is a cautionary tale about the value of
health impact assessment. In hindsight, it seems evident that
freezing drug treatment programs and cutting the narcotics
squad during a surge in heroin use, cutting TB services even
after new cases had started to increase, and failing to act
decisively against the burgeoning HIV epidemic could damage public health. It appears that because there was no mechanism that required an assessment of the impact of proposed
policies and budgets on health, public officials did not adequately consider the costs and benefits of their actions. The
precautionary principle suggests that public health officials
have an obligation to ensure that new policies are safe rather
than to count bodies after the changes have been implemented.
This history illustrates that budget and policy decisions
have long-term and systemic consequences. It took almost 2
decades for the adverse health consequences of the fiscal crisis
decisions to play out. Most elected officials do not consider
the consequences of their actions beyond the election or the
budget cycle. If public health professionals want to avoid
future complicity in implementing health-damaging policies,
we will need to find new ways to engage the public in making
decisions about health.
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