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slespug, pills and making nightly
sleulutions about how long their
money will last.

Their spprehension blurs into
fear for the future of the city, whose
hard-won progress over 25 years sud-
denly feels 12oribly fragile. The dark,
crime-ridden, near-bankrupt days of
the 19705 loom large in the city’s col-
lective memory. Experts disagree
over whether New York is poised to
turn back the clock, but no one real-
ly knows how bad things will get.

“The city is at hope's edge right
now,” says Marian Salzman, trend
spotter and partner at Porter Novel-
1t Worldwide. “People are very, very
anxious,”

JOB SECURITY IS
BIGGEST WORRY

OPPING THEIR LIST of worries is
Tcmploymcn:. A recent Cruin
poll showed that 40% of New
Yorkers are atrud oflosing their jobs.
Until the fall, New York hadn't
been hit nearly as hard as the rest of
the country. Lehman's Brothers
Holdings Inc.'s bankruptcy in Sep-
rember and the subsequent collapse
aiv¥altSteet changed allthat Tare-
cent manths, job growth ground toa
virtual halt, und i November the
city lost 20,900 private-sector jobs.
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Since its peak in Septembes
2007, the securities industry has losr
17,800 jobs, but pain is spreading
beyond Wall Street into other key
industries, ike publishing, rerail and
law, A December report
by the Fiscal Policy Insti-
tute predicred the citywill
shed 10,000 jobs per
month through the end of
2009. State Comptroller
Thomas DiNapoli pre-
dicts the city will lose
175,000 jobs in the next
two  years, including
38,000 on Wall Stree.

The  comptroller’s
forecast has been the
most dire, but may yet
prove-too optimistic. The

7 stock market crash
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the
the Sept. 11
222700 jo evaporate,
sitpbuld lose even
more this time around.
“The unprecedented
nature of the current eco-
nomic crisis makes any
torecast fraught with un-
certainty, 5o 1t is conceiv-
able that this downturn
could be very long and

drawn out and result in a
greater cumulative  job
decline,” according to the
Fiscal Pelicy report.

At the CUNY Grad-
uate School of Journal-
sm, where students were

preparing last month to graduate
to what could be the worst job mar-
ket ever, it scemed as if cvery interac -
tion was colored by frustration over
the economy. “Even before she said hi
tome, one of my classmates said, Did

Prescriptions
for sleep aids
rose more than
7% in the fall
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you hear the news about the Viacom
layoffs2’” says Jessica Firger, who has
yet to find full-time work despite an
exhaustive job search.

As frustration mounts, it has be-
come common for Ms, Firger and
her classmares to air their pripes on
Facebook.

“People are fecling very stifled by
the situation,” Ms. Firger says.
“They just don't know what to do.”

Even those who are working are
feeling the pain. Firms across the
city have eliminaicd cost-of-living
inereases. Wany have reduced work-
ers’ hours. And most significantly,
the state comptroller predicts that
when the dust settles, Wall Street
bonuses in 2008 will be about halfof
what they were in 2007, when they
totaled $33.2 billion. A new math
has developed among Wall Street-

ers, who now go home at night and
erunch numbers on spreadsheets,
vanning through different seenarios
of how long they will be able to stay
in their homes or keep their kids in
private schools.

The axing of jobs and bonuses
will contribute to an estimated 4.3%
drop in New York City tax revenucs
in fiscal 2009, according to City
Comptroller William Thompson.
Already the mayor and gov-
ernor have ordered massive
cuts to fill gaping budger
g2ps caused by the falloff.

NEW YORKERS
ONTHE COUCH

T THERAPISTS OFFICES—
ground zero for an anxious
ity—patients  are  worried

sick. Shrinks report their patients are
increasingly turning to the use of call
girls and massage parlors to ease ten-
sion. Prescriptions filled for anti-
anxiety drugs, antidepressants and
sleep aids have surged as New York-
ers struggle to cope with uncertain-
ties brought on by the financial crisis.

“If we looked to diagnose the
¢ity, ] would say it has an anxiety dis-
order,” says Mel Schwarez, a psy-
chotherapist with practices in the
city and Westport, Conn.

In September and October, pre-
scriptions for sleep aids rose more
than 796, to 366,870, compared with
the same two-month period lastyear,
according to Wolters Kluwer Health,
a provider of medical informarion,

Prescriptions for anti-anxicety drugs
rose 5%, 10 317,268, and antdepres-
sants were also up 5%, to 926,654,

Anecdotal evidence from psychi-
atrists, psychologists and slecp doc-
tors sugpests the economic crisis is
1o hlame.

Jonathan Alpert, 2 psychothera-
pist in midtown, has seen a 109 rise
in patients since Lehman's collupse,
mostly due to increased traffic from

Wall  Street  executives.
“People are coming in and
mentioning wild scenarios,
like they need to pull their
kids out of private school,
sell their condo and move in
with their in-laws in the
Midwest, and they haven't
even lost their jobs yet,” Mr. Alpert
says. “There's just acute panic.”

Alan Hiler, chief psychologisr at
Maimonides Medical Center in
Brooklyn, saysapatient who warks m
finance tomes in eachweek and gives
him a thumbs-up, indicating that
hessurvived anather week with a Job.

“There's a tremendous amount
of anticipatory anxiety that some-
thing is going to happen,” Mr. Hil-
fer says. “People are waiting for the
other shoe to drop.”

For T'im Hill, that shoe dropped
seven months ago when he was laid
off fram his position in hedge fund
sales at Lehman. At first, he was
shocked. But as the financial world
crumbled around him, he enjoyed
long weekend wips to visit his
grandparents. He worked out at the
gym. He went to Europe. All the
while, his employed friends worried



abouc losing clients' money, their
own money and their jobs. Soon,
M. Hill started to think he was one
of the fortunate ones.

“People have said to me, ‘Yc'm're
lucky you got out when you did.""he
says. “Prople who have their jobs are
just trazzled. It's been hard to he
working in the last threc months.”

Thar gloom has resulted in shifts

in behavior, both sharp and subtle.
The city, long high on the boom
times when two-bedroom dpart-
ments went for $2 million and pre-
school birthday parties cost $2,000,
is rapidly becoming a different
place. Natalia Gedanke, 2 mother of
two in Brooklyn Heights, now sees
a lot more moms than nannies at
pickup at P.5. B, because the moms
have been laid off. When dads ap-
pear ar the school, everyone won-
ders if they, too, have been fired, but
no one dares to ask.

A new toddlers’ gym, where se-
mester-long programs cost more
than $500, recently opened in the
neighborhood. But it had to drop its
prices because classes weren't filling
up. “A year ago, there would have
Ieenlines trying to get theirkids into
these classes,” Ms. Gedanke says.
“Now, even the moms who were the
most upscale in the neighbox"’hood
are saying, 'It's too expensive.”

CITY’S COLLECTIVE
SPIRIT SAGS

NDIVIDUAL ANXIETY 15 oné
l thing, but experts say a collective

cloud is also hanging over the
city. Even those unaffected thus far
have neighbors or friends who have
been hurt, leading to fear that the
crisis will soon hit home.

“In terms of the psychological
climate, it’s like the energy has been
sucked our of people,” says Mr.
Alpert, the psychotherapist. “There
is almost a defeated look on the
streets here.”

The nonstop barrage of bad
news, capped last month by reports
of the $50 billion Bernard Madoff
fraud, has creared the sense that the
city itself is in decline. )

Experts say the pessimism is
worse than chat felt after Sept. 11.
‘While the terrorist attack dealt the
city a crippling blow, the collective
response wasn't one of resignation.
Though residents feared another at-
tack, there was also the fecling that
the worst hit came that Tucsduy

morning. The city came togetherina
spirit of determination and was sup-
ported by an outpouring of support
from across the nation and
beyond.

“There was depression
about what happened and
tremendous anxiery about
whether it would occur
again,” says Dr Charles
(Goodstemn, clinical profes-
sor of psychiatry at New York Uni-
versity Langone Medical Center.
“Bur there was also a pulling-to-
gether feeling that lifted the ary. 1
don't think the sense of pessimism
was the same as I'm hearing now."”

The collective psyche has taken
such a hit thar any sign of deteriora-
tion in the city is seen as the begin-
ning efthe end, Thronghoutthe five
boroughs, vacant lots primed for
new buildings stand empty, new lux-
ury cordo developments are only
half sold, and some types of crime
are on the rise, fueling foar that the
aty could be returning ro the 1970s,

Develaper Don Cogsville is wor-
ried abowt emcrging communities
like Harlem that have ateracted pri~
vate equity firms and big-name de-
velopers in recent years. A project by
Vornado Realty Trust has stalled and
another is being spearheaded by
General Growth Properties, a com-
pany in steep financial trouble. He
wonders if vacant sites are going to
become pari of the urban landscape
once izain “Ic’s reminiscent of the
Seventics, when there were holes in
the ground all over the city,” he says.
“How's that guing 1o affect Harlem?”

SOME READY TO
PACK UP AND FLEE

OME PEOPLE are going so far
s as to leave the city, raising the

specter of urban flight—ene
of the most damaging features of
New York's decline in the 1970,
Mr. Lovenheim, the Internet entre-
prencur, is convinced the city will
deteriorate quickly and that crime
will inevitably spike. He was no
longer willing to pay exorbitant
prices to live in the ciry.

"A year ago, paying $6,000 a
month in rent seemed like it was rea-
sonable,” he says. “Now; it doesnt.
Between September and October,
the economics of what you spend and
where you spend it got subjected toa
completely different set of rules.”

He relocated despite protests
from his wife, Christina Zabih, who
i5 from Barcelona and has never
lived anywhere but in a big city.

“If there are more of those bus
driver incidents or riots like they're
having in Greece right now, I'd rather
read about it from Pennsylvania,” he
suid, referring to Brooklyn bus driv-
¢r Edwin Thomas, who was stabbed
to death by a passenger last month.

Chris Lewis is contemplating
moving because of a different kind
of fear: that he might not be able to
pay his mortgage or health insur-
ance. The former vice president of
product development in prime bro-
kerage at Credit Suisse lost hisjobm
December just days after the bank
announced It was cutting 5,300 po-
sitions.

“I was just staring blankly, wor-
rying about whart I would do, how 1
will find ajob in this market, how I'll
pay my health insurance,” he says.

Hours after his dismissal,

Mr. Lewis was already toy-

ing with the idea of moving

back home to India, or ta

Hong Kong or Singapore,

where hed heard of a few
openings.

Recently, Harpreet Singh

Toor, chairman of the Sikh Culrural

Sociery in Richmond Hill, Queens,

has begun making regular rips to

Kenredy Airpore to drop off day la-

barers wha are returning to India be-

cause there’s no work for them here,

The willingness of people to
leave doesn'tmean we're gong to sue
mass flight from the city, but the

outflow of residents will have an ef-

fect. Between 1970 and 1980, the
city recorded a net loss of §23,159
residents, or more than 10% of its
total population, as corporations
fled town and New Yorkers moved
ta the suburbs. That loss would have
been much worse had it not been for
the 800,000 immigrants who ar-
rived during the same period.
Experts disagree over whether
the current crisis will result in a net
population decline for the city. Im-
migration growth, an important
component in the citys develop~
ment, has beenvirtually flat for more
than a decade, and demographers
say it could drop. “Coming to New
York as a forcigner became less
palatable after 9/11, and now who
would come here for economic op-
porunities?” asks Andrew Bey-
cridge, a sociologist at Queens Col-
lege. “People are always moving our,
but people aren’t going to move in, so
we could have a population: decline.”
Mayor Michael Bloomberg has
laid our detailed plans for the city to
prepare for a total of more than 9
million residents by the year 2030,
but Mz, Beveridge thinks that goal
is becoming increasingly unlikely.
“There will be fewer young kids
coming to New York because there
wor't be enough jobs for them, and
the people with kids staying in New
York are under stress now,” he says.
“We don't know how this will all
play our, but it's no longer the rosy
ature of PLANYC 2030.”
Joseph Salvo, Population Djvi-

sion director of the Department of
City Planning, is more optimistic,
He says that even if New Yorkers
leave, others will replace them.

“I don't have a crystal ball, but if
youlook at history, we have not seen
an example in 50 years where things
have not come back,” he says. “Look

Paying $6,000

a month in rent
no longer seems
reasonable
Ee=E=—=3

ar the mood of the ciry in the ‘70s,
look at the mood of the city after
9/11. The city came back, and T ex-
pect it to come back again.”

Bur others say thar the crisis is
unprecedented and thar history
may be an imprecisc guide. Private
school consultant Emily Glickman
says some of her clients have pulled
their applications for next year and
are thinking about moves to the
suburbs. She expects this trend to
escalate. “It was always hard to raise
kids in the city, butic's harder now,”
she says. “Private school is now a
stretch for many parents. but public
schools are having more and more
problems with budget cuts and
overcrowding.”

VIOLENT CRIME
ON THE RISE

LONG WITH FLIGHT,
crime was one of the
ost damaging as-

pects of the city’s decline in
the 1970s, and some see
waorrying signs. Murder was
up 6% and robberies 2% as of
late December, over the year
before. Bank robberies,
which tend to rise during
tough times, were up 54%.

“"When you sec some-
thing and think it’s a blip, you
have to act because it may be
the begianing of a very bad
trend.” says Julia Viollo-
Martin, a senior fellow at the
Muanhattan Institute. “You
want the people in charge to
xet on top of it and not say,
‘Dontworry about it We are
not back to the 1970s, but we
are teetering on a sense of
chaos that we haven't had in
New York in some time.”

The Police and Fire de-
partments’ academy classes
have  been  threarened.
NYPD Commissioner Ray
Kelly has suggested his de-
partment might have no
choice but to conduct its first
round of layoffs since the
19705 fiscal crisis. In the
*70s, the NYPD lost nearly
30% of its workforce, falling
from 31,000 officers in 1972
to 22,000 in 1980. The curs
were blarned for a 5.5% drop
in felony arrests that year, de-
spite 2 16% rise in felony
complaints.

Threatened cutbacks to

the city’s police force—which cur-
rently numbers roughly 36,000—
won'treduce its strength to anything
close to those 1970s levels, but they
nevertheless sow fear among New
Yorkers that things will get worse.
Homelessness is also rising, with 2
record 9,720 families in city shelters
at the end of November, up 13%
from May. Advocates are worried
that state cuts to homeless preven-
tion services will make the problem
even worse. And other anticipated
cuts to municipal services, like
transportation, libranes and after-
school programs, have many think-
ing hack to the 1970«



“My worry is that when you start
having big municipal budget cuts,
€an you maintain services at a level
where things aren't just going to fall
apart and have that "70s cycle of
downward mobility?” asks Philip
Kasinitz, a sociology professor at the
City University of New York Grad-
uate Center.

Many people are starting to fear
for their personal safety, even
though experts say there’s no defin-
itive link between crime and a down
economy. Ina shocking sign of pan-
ic, a few New Yorkers say they know
people who are going so far as to
consider buying guns to protect
themselves from an anticipated
crime wave, Ms. Salzman, the wend
spotter, whose colleague was recent-
1y mugged on the subway, is still hu-
tng mghtmares about the Novernher
murder of Mr. Thomas, the Brook-
Lyn bus driver.

*1 don’t think that would have
happened a year ago,” she says. "It
was 1 different city then.”

Even though robberies in Green-
wich Village were down last year, the
neighborhood was on edge the past
few months after a spate of violent
muggings. A brazen attempted af-
tenoon robbery last month on
bustling Broadway at West 71st
Street had residents blaming the
evonomy. And the gruesome beating
that killed Fcuadorian immigrant
José Sucuzhaniay left some wonder-
ing whether immigrants and other
groups will be rargeted.

OFFICIALS PREPARE
FOR TOUGH TIMES

VER THE PAST FEW MONTHS,

M. Bloomberg has grown

feisty when comparisons to
the 1970s are brought up.

“We are not going back to the
days of losing conrol of our streets,
when crime ran rampant,” he said at
a  December press conference.
“We're not going back to days when
we stopped picking up our trash and
the city started to hollow out, peo-
ple were leaving, and buildings were
burning and foreclosures were all
over the place. T do think we're go-
ing to have some difficult times, but
I also remain optimustic.”

During the height of New York's
financial crisis in 1976 and 1977,
Stephen Berger supervised the city's
budget and was instrumental in de-
signing a financial plan that enabled
New York ro re-enter the credit mar-
kets. Now chairman of Odyssey In-
vestaient Partners, Mr. Berger thinks
the ciry is actually worse off today
than it was then. Yes, the city was a
mess, he says, but the problerns were
basic business ones that could be
fixed through financial controls and
reporting systens.

Today, it’s going to take more
than better bookkeeping, Mr. Berg-
er says. Wall Street accounts tor 5%
of employment in the city, and 23%
of revenues. Bur the city
won't be able to lean as
heavily on Wall Streer for a
long ime. Already, the city
has had 10 return $800 mil-
lion to companies that over-
estimated prepaid  taxes.

Some of the largest financial
institutions may not pay taxes for
years because of massive losses.

“This time it's much worse, be-
cause it cannot be fixed adminisera-
tively by getting your ducks in or-
der,” Mr. Berger says. “What we
have here is a fundamental structur-
al change in the underlying econo~
my which is going to require a struc-
tural change to fix. Ifyou don't have
it on the revenue side, you need iton
the spending side.”

Both the city and state are look-
ing at tax increases to make up sume
of the anticipated revenue shortfalls,
but the bulk of the massive budget

gaps confronting the city and state
will be plugged by cutting spending.
Mr. Berger says a major rethinking of
service delivery is needed, though he
admirs that it would rake time to root
out inefficiencies in high-spending
fields like health care and education.
Fornow, both the mayorand the gov-
ernor have called for across-the-
board cuts, To save $1.4 billion, the
mayor last month ordered all city
agencies to cut their budgets for fis-
¢al 2010 by 7%, on top of 2 5% cut he
miandated in November and a 2,5%
cut instituted for the currens fiscal
year. Revenue estimares keep on get-
ting revised—downwards.

“The economic outlook contin-
ues to deteriorate with every new
forecast,” says state Comptroiler
Thomas DiNapoli. “We don' know
how long the recession will last, or
how deep it will be, burt it's clear that
New Yorkers should brace them-
selves for possibly the worst fiscal
crisis since the 1970s,”

Yer for most, the crisis wont mean
jumping ship. The Hlight from New
York in the 70s mirrored a national
move away from cities precipitated
by a decline in manufacturing.

“In recent years, the reverse phe-
nomenon has been in effect,” says
James Parrott, an economist at the
Fiscal Policy Institute. “People have
been attracted to big ciries, New
York first among those.”

Today, the city is very different
from the grirty, inhospitable place it
was W yearsago. Growth inareus like
education and health care have soft-
ened manufacruring  losses  and
helped diversify the economy. New
York is an attractive cultural hub,
with a revitalized Times Square,
vastly improved transportation hubs
and vibrant neighborhoods in the
outer boroughs, And despite a recent
upuick in murder and robbery, overall
crime is down more than 70% com-
pared with just 15 years ago.

“New York has rurned a major
corner since the '70s,” says Kenneth
Jackson, a professor of history at Co-
lumbia University. “A lot of the
things that made the ciry arrractive
in the "90s are still there. There's a
sense of excitement and vitality thar
still isn'tin most American cities and
that’s going to stay.”

ln fact, some say thar though the
next year or two might be very diffi-
cult, a downturn will ultimarely be

good for the city, Residential
rental prices are falling, and
those that can are rushing to
getberter deals. As commer-
cial rents fall, companies that
might have been unable 10
afford the city before can
now think abour relocating
here. Overall, the city will become
cheaper and lose some of its vencer
of conspicusus consumption.

But tor now, in the midst of the
crisis, that silver lining is hard to see.
In December 2007, Mr. Hill, the
former Lehman employee, sitended
lavish holiday parties ar places like
Chelsea Piers, where the investrnent
bank held its gala. One vear later,
Lehman is gone and Mr. Hill in-
stead went to a pink-slip party,
where he plunked down $20 for a
pink briceletrthat gave him entrée to
recraiters, $2 Budweisers and chat-
ter with his fellow unemployed. B



