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INTRODUG 'YIOH 

Chapter 325 of the Laus of 1970, entitled 11.An Act concerning certain 

prograrw :md facilities for disadvantaged persons; providing for creation 

o:f a special comnission, and making an appropriation, 11 was enacted to 

relieve the City of newark of a financial burden :imposed by an agreement 

between the City and the College of Hedicine and Dentistry of 1Iew Jersey, 

a State govcri1lilent facility. The act cancelled the agreement and, in 

addition.t provided for reimbursement to the city of $18,500,000 over a 

two-year period. While the agreement provided the occasion and 

justification for this special grant of funds, the Legislature undoubtedly 

was motivated also by a concern for assisting the state's largest city 

through a period of financial crisis brought on by a combination of low 

resources, high costs, and questionable fiscal practices in the immediate 

past. 

As indicated in the title of the act, a special commission was 

established, called the Task Force on Urban Programs, consisting of 

four members appointed by the President of the State Senate and fotn" 

appointed by the Speaker of the General Assembly. The Task Force 1-ms 

directed: 

(1) to oversee the expenditures made by the City from the State 

appropriation; 

(2) to report to the Legislature on these e~ndi tures and on other 

matters deemed relevant to the fiscal situation and nnmicipal 

administration of the city; 

(3) to make such other reports and recommendations to the Legislature 
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as it wished; and 

(4) to render such advice and assistance to the City of Newark as the 

Task Force deemed advisable. 

The Task Force first met on February 10, 1971. Smce that time it 

has provided a n'Ulllber of reports to the State legislature on its 

activities and on the expenditure of State funds by the City of Newark. 

Cb November 9, 1971, an Interim Report summarizing findings of the 

Task Force during the first nine m:mths of its operations was submitted 

to Cbvernor \'1illiam T. Cahill and the Legislature. This Final Report 

concludes the statutory term of the Task Force. 

Wh:Ue Chapter 325 "1"1aB enacted to meet a specific problem facing 

Newark, the Task Force soon became acutely aware that Newark's 

situation was but symptomatic of other densely populated urban areas 

in New Jersey. The Interim Report, therefore, and this Final Report 

even rore, direct their attention not only to the specific problems 

or financial administration in Newark, but to rore general aspects of 

municipal finance in New Jersey. 
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NEWARK 1 S EXP:S~JDITtm.E OF STATI FU::DS 

The mst irnnediatc assignment of the Task Force on Urban Programs 

was to oversee the expenditure of $18,500,000 of State funds by the 

City of Newark, half to be available in 1971 and half in 1972. The 

administrative deVice to permit such control, as provided in Chapter 

325, was the requirement for the City to submit for Task Force approval 

a detailed spending plan. Approval of the director of the State 

Division of Budget and Accounting and of the Legislative Budget and 

Finance Director also was required before implementation of such a 

plan, as was the approval of the State Commissioner of Education if 

any of the funds were to be used for education or libraries. 

Task Force members met frequently with City representatives during 

the Spring of 1971 as they prepared an expenditure plan. The plan 

approved by the City of Nel'lark, the Task Force, and the State budget 

officers for 1971 called for expenditure of the full $9,250,000 available 

in that year. The funds were to be used in five city agencies, as sho"WWl 

in Table 1. At the request of the Task Force, the plan included provisions 

for separate accountability for these funds, with specific line item 

identifications. The City of Newark agreed in connection with the 

expenditure of grant funds to maintain daily attendance records for 

all employees, daily records of the allocation of time l~rked, and daily 

records of equipment and facilities utilized, and to submit monthly 

reports of units of work completed, goals to be sought, and an evaluation 

of progress toward such goals. '\t41ere appropriated funds lrere unexpended, 

specific Task Force approval was required for transfers. As a result of 

these controls, $738,130 of the $9,250,000 appropriation was available 
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for re.:1ppropriatlon as of December 31, 1971 (.SOc Table 1). 

Table l. Report of ilicpendi tures and Encumbrances Under Chapter 325, 
the Period January 1 - December 31, 1971 Laws of lS'70, for 

1971 Cash Open Available 

Budget Expenditures Encumbrances Balance 

Appropriation 1/l/71-12/31[(1 as of 12/31/71 as of 12/31/71 

Division o.f Health $ 2,616,065 $ 2,374,.305 $ 18,546 $ 223,214 

Division of 
Inspections 971,054 914,311 476 56,267 

Bureau of Baths 
and Pools 1,245,011 1,177,973 14,488 52,550 

Bureau of Parks 
and Grounds 549,184 498,222 213 50,749 

Division of 
Sanitation 3,868,686 3,513,336 355,350 

Total $ 9,250,000 $ 8,478,147 $ 33,723 $ 738,130 

A similar process of consultation between city representatives and 

the Task Force led to the adoption of a new expenditure plan for 1972, 

the second year of the State authorization. This plan included both 

the $9,250,000 available for 1972 under Chapter 325 and the $738,1.30 

balance carried over from the 1971 plan. As sho'WD. in Table 2, additional 

city agencies were selected for the 1972 plan, in the hope that 

expenditure controls which appeared to have some effectiveness in 1971 

could be extended. 

The Task Force has authorized the City to include in its 1973 

surplus available for reappropriation the balance of 1971 and 1972 

funds unused as of December 31, 1972. 

-- ---------
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Table 2. Report of Expenditures 3.nd Encumbrances Under Charter 325, Laws 
of 1970, for the Period January l - november 30, 1)72 

1972 Cash Open Available 
Budget E::qlendi tures fucumbranccs Balance 

Appropriation 1(1/72-ll/30/72 as of 11/30/72 as of 11/X;/72 

1971 Unspent Funds 
Reanpro?ri:1ted: 

Division of 
Inspections $ 533,190 $ 441,781 $ -- $ 91,409 

Police Department 118,177 99,936 - 18,241 

Municipal Courts 48,763 48,094 --- 669 

Division of 
Sanitation 25,000 9,600 -- 15,400 

Division of }btors 13,000 --- --- 13,000 

- -
Total - 1971 Funds $ 738,130 $ 599,411 $ --- $ 138,719 

1912 Fmlds: 

Bureau of' Baths 
and Pools $ 1,021,937 $ 777,545 $ 2,696 $ 241,696 

Division of' Health 2,022,005 1,671,619 5,930 344,456 

Division of' 
Sanitation 1,358,661 1,090,815 810 267,0.36 

Bureau of' Traffic 
and Signals 1,819,105 1,547,753 2,342 269,010 

Bureau of' Streets 
and Sidewalks 507,996 376,828 989 1.30,179 

Department of' Fire 1,915,320 1,374,371 54,285 486,664 

Bureau of' Sewers 6o4,976 461,468 4,985 138,523 

-
Total - 1972 Funds $ 9,250,000 $ 1,300,399 $ 72,037 $ 1,877,564 

-
Grand Total $ 9,988,130 $ 7,899,810 $ 72,037 $ 2,016,283 

A brief supplement to this Final Report will be issued 1-1hcn final figures 
for 1972 are available. 
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FDlANC IAL PRO BLEHS ll I trill-lARK 

During the latter part of 1971, the reports submitted by the City 

to the Task Force, earlier reports on City operations completed by other 

study groups, and the limited use of consultants made possible by very 

m:>dest funds available through the Governor 1 s office, enabled the Task 

Force to make some evaluation of the effectiveness of goverrnnental 

administration in Newark. As a result, a number of conclusions and 

recommendations were made in the Task Force 1 s Interim Report, and they 

are reprinted in Appendix A of this Summary Report. 

The City has made considerable progress in renovating its fiscal 

and staff operations during the past year. As a result of improvements 

in computer operations, tax collection procedures, and cash management, 

some savings were realized in 1972. The City also created an internal 

audit unit in 1972 and commenced work on a new accounting system which, 

when completed, will provide centralized reporting of information on 

all public funds (federal, state, and local) within the City of Newark. 

If' similar efforts can be imolemented in the future to imnrove the 

actual delivery of services1 Nel-Tark 1 s government -rr.i.ll have been un-graded 

significa..11tly. 

During 1972 the Task Force has placed less emphasis on m:mitoring 

administrative activities, but has devoted considerable time to relating 

the financial condition of Newark to general problems in the area of 

municipal financial administration in Neu Jersey. In many cases, the 

City of Newark appears to typi£'y the problems of the older urban areas; 

in other instances, Newark is the advanced example of a situation which 

is becoming increasingly serious. 
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Throughout New Jersey, the amount of property taxes levied has been 

rismg rapidly each year. At the same time, the true value of taxable 

property also has been rising, so that the tax burden, as expressed in 

a tax rate, has increased less drastically. In fact, the tax base 

expanded so spectacularly in 1972 on a state-wide basis that the tax 

~actually dropped for the first time in many years (the fact that 

property value increased more rapidly than the tax bill is of little 

comfort to a property-ower, of course, unless the property is about 

to be sold). 

In some places, however, the situation appears far more critical. 

Newark Is tax data illustrates this (See Chart 1). rarlle the total 

annunt of property taxes levied in Newark grew between 1968 and 1972 at 

a pace far less than m the rest of the state, the tax base over which 

these taxes could be spread hardly grew at all in that period, and 

there is good evidence to indicate that the cuoount of taxable property 

in ;:lewark has really been declining since at least 1969. 

The rate of property abandonments has risen as the tax burden has 

increased. Even where property has not been abandoned, numerous owners 

have found it to their advantage to delay tax payments. Ma.xi.mum interest 

rates of 8% on the f'irst $1,000 of delinquency and 12% on sums over 

$1,000 apparently have not been sufficient to stimulate timely payments. 

The result is that Newark's true value tax rate has increased in recent 

years much faster than the tax rate in the rest of the state. (It 

should be noted that this discussion deals only with the growth of the 

tax rate in recent years. In absolute terms, Newark's tax rate was 

Jll)re than double the state-wide average both in 1968 and in 1972.) 

L 



CHART 1. and True Value Property Tax: Rate. 1968-1972. 

1.80 l.Bo 1.8o 
TAX IEVY1 TAX BASE2 TRUE VAL~ 

1.70 1.70 1.7 TAX RATE 
All 

Munici-
1.60 pall ties 1.60 1.6 

1.50 

1.40 

1.30 

1.20 

1.10 

1.00 

J 
) 
/ 

I 
) 

I( 

I Uewark 
....... .A) _ .... 

l? 
/ 

/ ..... __ ""( .,."" 

All 
Munici-

palities 

). 

v 
/ 

I' 
v r __ ~ 

>---~ ~--~)-
Newark 

I 

I 

I 

I 
NeHark 

.... > 
/ 

) 

t-' ,..J. 
ly' -

)~ 
~ ""' All 
>---~ 

y"" .r:ur:ici 
palitie 

1.50 

1.40 

1.30 

1.20 

1.10 

1.00 

1.5 

1.4 

1.3 

1.2 

1 .. 1 

1.0 

0.90 0.90 L~ 
0.9 ) 

1968 1969 1970 1971 1972 1968 1969 1970 1971 1972 1968 1969 1970 1971 1972 

111Tax: ~vyH is Total Tax I£vy on Which Rate 1::; Computed, taken from county abstracts of rRt.ables. 
211Tax Base" is Net Valuation Taxable, taken frorr. county abstracts of ratables, divided by Average Ratio of 
Assessed to True Value, taken from Table of Equalized Valuations. 

~-· o:>~_L1:1Gi'• .. JI;~Jml' :;r~x u.,*-.e!J~ .. UT.;Hf~::!QCfl !=l:i,v~.Q.~bY "Ta,x: Da,se 1_1 , 

s 

I 
I 
Ctl 
I 
I 



:ll 
:n 
:'d 
:::) 

~ 
-1 

~ 
::l 
1> 

~ 
> 
-l 
J 

~ 
s: 
~ .. 
1l 
~ 

li 
~ 

1l 
~ 

~I 
Dl 
j 
~ , 
> 

D 
j 

~ 
~ 

_.......__ 

--9--

The above de scription of N evm.rk 1 s financial situation tells only 

part of the story, for Newark's relatively nndcst property tax~ 

increases in 1771 and 1972 were achieved only by the infusion of new 

· short-term revenues, which may not be available in the future: 

In 1971, the State Legislature provided a two-year 

authorization to Her1ark to levy several additional local 

non-property taxes. Tl~ were implemented, a payroll tax 

and a parking tax, from which a total of $ll,6JO,OOO VIas 

anticipated in the city budget. In addition, the 

Legislature, in Chapter 325 of the Laws of 1970, granted 

Newark $9,250,000 per year for two years to cover 

reimbursement of expendi tu.res made by the city for 

services by the State-operated l1artland Hedical Center. 

In 1972, both of these revenue sources continued 

into their last authorized year, with the special local 

tax revenue nor1 being anticipated at $1l, 938,000, and 

the 11l1a.rtland Aid" again at $9,250,000. In addition, 

$8,513,000 of Federal funds ;rere received under the 

Emergency Employment Program. 

If these special short-term revenues had not been received, Neuark 1 s 

true value tax rate in 1971 would have been $8.53 per hundred instead 

of $7 .19, and in 1972 it 1~uld have been $9 .6J instead of $7 .65 • 

In addition, property taxes in Newark and other connmmities may 

well have been kept down by other Federal and State programs which 

provide quasi-municipal services, but tihich are difficult to identify 
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and evaluate fL>ancially since they operate outside of the city budget. 

In 1973, liewark again faces the problem of balanci.11g its budget. 

The special local taxes have been extended by the Lcgisl<:ture for a 

third year and $S,Soo,ooo is still av2i1able under the EZP, but the 

justification for the 1f}Iartland Aid 11 has ended. Ho·ucver, again a 

11windfall 11 of neu short-term nnney has appeared through the Federal 

reve:rru.e-sharing legislation, particularly with its first-year retro­

active feattll'c uhich ,.r.ill make seven quarters of tre normal annual 

allotment available for use in the 1973 city budget. It now a~1pears 

that Ne11ark 1 s 1973 budt;et can be balanced with a $l.S million increase 

in property taxes, but only --

!! all of He'l'm.rk 1 s revenue-sharing funds are used for tax 

reduction, and 

if all of 3ssex County 1 s revenue-sharing funds are used for 

tax reduction, and 

g increases in expenditures, including particularly school 

cost increases due to a new teacher contract, are kept 

to very roodest levels, and 

if tax collections are anticipated at the max::imum permitted 

under the lavT, and 

!£ all surplus funds are reappropriated, with nothing being left 

for emergencies during 1973. 

Even this 11 roodorate 11 increase in property taxes -- far less than vms 

originally anticipated -- will push Nevm.rk 1 s 1973 true value ta..x rate 

close to $8.00 per hundred unless the steady decline in tho tax base 

is reversed. 
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Projections of the financial situation in Newark for 1974 are 

worse. The year-to-year process which Newark has had to follow, 

patehing together a budget from odds and ends, has served only to 

obscure the seriousness of the city's financial situation. In 1974: 

(1) the authorization for the payroll and parking taxes will again 

expire, reduc,ing available revenue by $13,000,000, 

(2) the &tergency Employment Program, now providing $5,500,000 

azmually, will expire, 

(J) the Federal revenue-sharing program will drop to only four quarters 

of funding, rather than seven quarters, decreasing the city's 

financial resources by $6,300,000. 

The loss of these revenues will result in a budget gap of about 

$25,000,000 for 1974. 

Budget projections made by the Task Force during the Fall of 1972 

show no improvement, but only a steady worsening of Newark's situation 
1 

through the decade of the 1970' s: 

1 
Numerous assumptions must be made, of course, in such a projection, 

in addition to simply extending observed trends. Am:mg the most important 
assumptions on which this projection by the Task Force is based are: 
(a) State Urbanaid funds will continue at the current level. 
(b) "Martland Aid 11 will be terminated in 1972. 
(c) The special local taxes will continue to be authorized on a year-to­

year basis. 
(d) The Emergency Employment Program will not be re-authorized after 

1973. 
(e) Federal revenue-sharing will fall back to nqrmal funding levels in 

1974, and will continue indefinitely at that level. 
(f) School operating expenses will continue to increase, but at somewhat 

less than the rate observed in the late 1960's. 
(g) State aid for schools will continue to increase until 1975-76 when 

"full funding" of the "Bateman 11 formula will be reached, and then 
will begin to decline as a percentage of total school costs. 

(h) Property values will continue to decline by 1% per year. 

I' 
li 
11 
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Estima.ted 
Esti.nutcd True Value Estimated True Value 

Year Ta.'{ Lcv;r Tax B1.sc Tx: Ra~c 

1974 $ 130,8.57,000 $ 1,496,7&J,ooo $ 8.74 

1975 13.5,038,000 1,481,792,000 9.11 

1976 143,306,000 1,466, 974,000 9. 77 

1977 1.53,878,000 1,452,304,000 10.00 

1978 165,474,000 1,437,781,000 11.51 

1979 177,172,000 1,423,403,000 12.4.5 

198o 189,933,000 1,409,169,000 13.48 

There is a tendency to place the blame for rising tax rates on the 

city governments which act as tax collectors for the school districts 

and the connty, as vrell as for themselves. In growing suburban conmnmi-

ties, rmere school activities dwarf those of the general rmmicipal and 

county governments, it has been well recognized that school costs weigh 

far m:>re heavily on the property tax than do the expenditures fo'!" general 

governmental services. Until recently, this was not the case in the 

nnre urbanized centers of the State. Now, ho1rever, somewhat the same 

situation prevails in Newark as in i'ringe co:mr.n.mities. New State aid 

programs for municipal governments and newly-authorized local non-

property taxes in recent years have reduced the Ne1-1ark mu.nicinal 
1 

government's reliance on the property tax. The :rmmicipal purposes true 

1 
The Urbanaid program, providing $7 to $9 million dollars per year 

to Newark, Has jnitiated in 1?69; oLher nm·T aid programs and local non­
property tax revcrmes provided to HeHark are described above on page 9. 
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2 
value tax rate dE:'cl.ined from $3.01 in lS/68 to $1. 9l ln 1972. IIowcver 1 

this reduction :in r:nm:i.cine1l :'ron·~r :,y tX<cs rc::rul tine; fror:1 other 

revenue som·c0c u.1s rore i.h:u1 balanced by the incrcaGin,. demands of 

the schools :L'1d the colmty r:ovcrn.'1Dnts. During this same 1968-1972 

period, the school tax rate rose from $2.47 to $4.16 and the county 

tax rate from $1.21 to 01.55, as shorm in Table 3 on page 14 and in 

Chart 2. 

Improvement of the efficiency and econonzy- of the city government, 

desirable as it is, 1-r.i.ll do little to change the pattern of property tax 

increases. This can only come in New Jersey through a fundamental change 

in the method of financin~ nublic education and, to a lesser extent, ~ 

cost of cou..'1ty ~overnment. If this is not done, additional aid programs 

to municipal governments, in a city such as Newark, would simply 

constitute hidden aid ;programs to education. This is what will happen 

to Federal revenue-sharing in 1973 if it is used for tax rt;~duction. 

This is "What has happened to other aid programs, both Federal and 

State, in the past. The demands of the educational system on the local 

tax dollar have been so great that they have eaten up funds ostensibly 

provided for other purposes. 

If the trends noted in the past are correct, county pronerty taxes 

in Newark will soon surpass the property tax levied for municipal 

purposes, as they have already in many suburban cor.mnmities. .lY:.!! 

programs for nnmicipal governments, then, i·r.i.ll become indirect subsidies 

2 
Note that the years 1966 and 1967 in newark are inadequate as a 

base for measuring grouth because hudget manipulations in the election 
year 1966 had to be made up in 1967. 
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for tho C01.F1t'" ,-.:-; J,hi"" ::::·~ r:r:~: f(1r •hn 
' I i ~ c:chool cE:>~"·!'i(~L ( ce1~ Ch.:ll't 3). 

l 
Table J. HcHark True V.uue '.1.'.-c~ E.1.tc, 1?6o-l'J72, ::3:-; Pur7-osc. 

County School Ihmicipal Senior Citi::;cnc 
Year Pur"'D ccs P;:.r· .oses Pu:· : l() 3 C! ::> <:L'1d Vctc:ra:i:J Tot,al 

196o .62 (13%) 1.72 C35,-n 2.54 ( 1"2"") :; ,-J 4.88 

1961 .65 1.67 2.41 4-74 

1962 .n 1.71 2.40 4.83 

1?63 .73 (14%) l.Bo (35%) 2.56 (5o%) 5.08 

1964 • 79 1.94 2.86 .04 5.63 

1965 .87 2.36 2.96 .05 6.24 

1966 .92 (16%) 2.00 (35%) 2.67 (47:;) .05 (1%) 5.64 

1967 1.02 2.36 3.78 .05 7.21 

1968 1.21 2.47 3.01 .05 6.73 

1969 1.23 (18%) 2.69 (40%) 2.75 (41%) .04 (1%) 6.72 

1970 1.24 2.69 2.81 .04 6.79 

1971 1.51 4.16 1.48 .04 7.19 

1972 1.55 (20%) h.16 (54~) 1.91 (25;;) .04 (1%) 7.65 

1 
Detail nay not add to totals due to rounding. 
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CH.tll{T 2. !leHark True Val11c T;Lx R.a tr~, 1960-7 2, b;r Ievt.Jl of r,J.overr'JT1ent 
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"True Value Tax Rates 11 found by dividing taxes levied for specified purposes by 
"True Value". 



--16--

CHAHT J. State-;.;idu Tr11c \':J.l:..tc TIL'< !!ate 1 1?60-1972, t.;r Tev11l 0f ~;overnmPnt 
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THE S:IO:n' r:::::u SOLUTIO;! -- 19'7J 

Several step::> already have been taken to reduce drastically the 

size of HeW3.I'k 'G property ta..'{ increase in 1973 -- originally reported 

as high as $64,900,000. With the impact shown in round figures, these 

steps were: 

(1) The projected city operating budget was cut by $3,000,000. 

(2) Errors found in the original budget figures for school and municipal 

debt service and deferred charges were corrected and neu estimates 

made, reducing the anticipated appropriation by $5,000,000. 

(3) An expanded program of State aid for schools >vas enacted by the 

Legislature, reducing Iie1-rark 1 s anticipated increase in school 

appropriations by $8,5oo,ooo. 

(4) Congress enacted the Federal revenue-sharing program, and made it 

retroactive, enabling ireuark to anticipate $14,700,000 of new 

m::mey .in 1973. Similar funds due to Essex County, if used entirely 

for tax reduction, could benefit !rewark. This approach, together 

1d th revisions in Ue1m.rk 1 s estimate of its 1973 county tax bill, 

reduced the projected property tax increase by aL~st ~4,000,000. 

(5) Neu estimates placed the surplus funds 1-Jhich could be reappropriated 

for 1973 $6,ooo,ooo higher than the city's earlier projection. 

(6) The State 1 s Urba..>J.aid program -vm.s reauthorized for another year at 

its current level, or about $7 ,4oo,ooo for ll'm-r~k. 

(7) The Legislature extended Helrark 1 s authority to leV'J special local 

taxes for one more ye::xr, permitting the City to conti.11ue collecting 

about $13,000,000 from this source. 

(8) All of the above ch.:m;;es permitted a ::-~duction in the a."lticl?ated 
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tax ]CV'J :1:•d, thcrt'forc·, a reduction in ~he ;mti~ipaLr:d rr<:;rrv~; 

for unco llectcd t:t.-..:c:-; of $5,000,000. 

( 9) These G.:lins \.;crf' bal~1.nccd to :::;ome extent hy reduced revenues 

resulting from such causes as the projected closinc; of IV'J Haven 

and the end of ~he Federal Emergency Er:lplo;yment Program, <:J.IOOun!:.ing 

in total t,o· about :P-3, 200,000. 

The net effect of these changes still leaves Uewark with an approximate 

$1,)00,000 increase in tax levy. The Task Force believes that this is 

a valid pre::>ontation of Newark 1 s fiscal situation in 1973. 

The short-r.:1ngc question is whether anything further can or should 

be done to ameliorate this situation. City financial officers have 

suggested that a unique feature of Newarl: 's fiscal position is its 

declining tax base in recent years. They argue that this fact indicates 

that HeHark is merely in a rore advanced state of deterioration than 

other Hew Jersey comr.mnities, and that the State has an interest in and 

should have an obligation to hQlt such declines by providing additional 

Si..ate aid supr:ort. In a period when roost property values throughout 

the state are rising rapidly, this argwnent carries add.i tional weight. 

The Task Force agrees uith this approach, but only on an interim basis, 

and suggests that a o:-::e-·,-ear nrorTar:l be initia-':.cd to nrovidc additional 

State fin<1ncin.l suwx:n·t ~J) corr1-;nmi ties in ,.Jhi ch the tax b.:tso is declL""lin~·· 

While no specific formula ic reconnncnded, the Task Force su;:;gests that 

the: :'ollow:ing guidelines be used: 

(1: ::·) State gra."lt should guarantee the municipality a s~able tax base, 

<rith the size of the r;rant being determined by multiplying the 

stabilized tax base by a ta.~ rate. In order to prevent manipulation 
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of ~he data, Lllc Lt:: 1·atc should either be :::;ct at the 1.ctu·J. rate 

applied locally at some time in the past, or it should be detemincd 

by non-local factors. For example, the avera~e state true vilue tx{ 

rate mlght be used. 

(2) the base period for establishing a decline in the tax base should 

extend for r.;prc than a single yea:r, probably being fixed at a three­

year averace of equalized valuations, set at some time in the recent 

past. 

(3) if possible, the base period figures should be related to population 

served, to :::-educe the effect of radical population changes on the 

size of the State ~ants. 

(4) the program should be generally applicable to an:r community iml.Ch 

deroonstrates a declining tax base, not to Nerra.rk alone. 

A demonstration of how this approach might be implenented is presented 

in Appendix B. 
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!-lcmbers of tht' Task Force are convinced that th~ u.!·b.:u1 centers of 

t:cw Jersey, such as .icvl:ll'k, must have assist.:l!lce in order Lo survive. 

Over the ,years, ~ lw bo1mdaries of such places have bec:1 so constrict-ed 

that now, rJhen thuy house the bulk of the Gtate 1 s low income population, 

their resources a . .I'e not sufficient to provide the public services 

required. TI1ere are two ways in which such assist.:u1cc could be rendered. 

In the first ar>proach, the State could provide financial aid to 

supplement the resources of the cities in meeting their current and 

future obligations. This is the approach now being used in ::ew Jersey 

through a variety of programs. In the second approach, certain 

fiscal responsibilities which now constitute a drain on the limited 

resources of the cities could be assigned to other levels of government 

having broader resources. This is the approach -v1hich the courts have 

been hinting at in recent decisions concerning public education. 

The Task Fbrce believes that both of these approaches are valid 

and that both should be pursued. It recomnends, therefore: 

(1) that the State of Nevr Jersey sL~uld assUJTle the res'"X)nsibilitv for 

financin"' the :)Ulllic school s·rstem of the state. 

(2) that other local Jublic c::penditure ;:-ro·;rams sho>J.ld be examined to 

determine uhcther the r;ccd for the fu::ction a.nd "'.:.he fin::tncia1 

resources to ;OJrovide it are so uncorrelated t!!tl"t ::.h,;se .,...rog<'Jns also 

should be taken over by a different levnl of eoverm·:rmt. Public 

welfare and the court system are logical prograr2 for such an 

examination. 

(3) that the nresent na.tchHork of fiscal -'lid to locc:.l ww0rnment should 

r 
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be con~_;ol:i.d:t..-·d irlo ·; :~;_,l'~lc: -,'"'07<!1Tl rccocrn.izinr: loc:ll nr~e;ds wd 

locill rc:;ourc'"'.~, ::t.'ld ·~st::bli:~hcd at cuch ·"- level tl:.1.~~ i:1dividu•l 

conummitics :u·c not. ;);;:rnlizcd, either throu:-:h l:_ir;h tx-:cs or lo-.; 

services, by their l.:1ck of re.sources. 

(4) th.'lt option.'ll loc:ll -~.'L::in;:; po-;rcrs should be abolished. Such pcnrers, 

while expedien 'v over the short term, are nndesirablc in Hew Jersey, 

since the lir.ri..ted geographic size of each municipality fosters 

inter-municipal competition, and permits citizens and businesses to 

avoid taxation by simply moving to the community •ihich docs not 

impose the taxes. 

(5) the State should consider providing incentives to encourage industrial 

and other business enterprises to locate, expand and improve facilities 

in economically nnderprivileged urban areas ill order to provide job 

opportunities for residents of such areas. 

The reduction in property taxes which might result if the State 

were to assume responsibility for financillg the public school system 

and various county services -would not ill i tscLf assure the rebirth of 

manufacturing or other business activity in Ner1ark. For example, the 

recent State Tax Policy Committee report estimated that if its proposals 

for reducing property taxes had been in effect in 1971, the true value 

tax rate in Newark would have been reduced from over $7.00 to $4.24. 

we believe it would be unrealistic to expect that such a reduction 

alone -oould attract ne1-1 business to the City or encourage businesses 

that are presently located there to remain, since the tax rates of most 

other municipalities rrould still be substantially lower than Newark 1 s. 

Accordingly, we urge that the Legislature consider a comprehensive 
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proGr:ua of poe>iLi.V\' cco;::)rrlic lilc•;nti•,rr;;; for cconorn.:Lc d·-:·.rclop-:lOnt. 

The:.;c could ~.t::c t.h·~ furn of StaLe bus:incc:; fr.:mchl:::c :.ax credi.t::; (or 

deferments) :.,llch .:1::; Here recen Lly .:1dopted in !ieH York State, srecial 

a.mJrtiz3.tion for urban investnlents, tra.in:inc: and/or cm,:;loyment ;:;ub­

sidies, and such other mcaninsful inducements as Lhe Legislature's 

ingenuity r.lic;ht develop. 

In addition to these basic changes in the system of financing New 

Jersey local govcr~~ent, there are other changes of an administrative 

or management nature which are essential if competent performance is to 

be encouraged: 

(6) a consolidaLcd "ror;r;un bud~et and accountL."'1.'; system should be 

established b·; the State for use in cvcrv rrmicin.:Ui t·.', accounting 

for ~ funds expended in the community by any federal, State, 

county, or municipal agency. If this uere done and the information 

made public, ci -:.izens 1-JOuld be informed as to the expenditures in 

specific functional areas and programs (e.g. education, welfare, 

health, etc.), and might be in a better position to judge the 

performance of elected and appointed officials. 

(7) a system of p<J:!:'formance stand12·ds for rnmicipal services should be 

developed by a State a,r:ency as a mans to measure efficiency and to 

COJTil)are performance. Such measurement would be an incentive to 

improve local government services, as well as a means for evaluating 

the use of assistance funds. Performance standards also could be 

used to demonstrate the economies which might be possible through 

joint operation of some municipal services. 

(8) nnre demanding standards for municipal audits should be established 

by the State, and they should deal uith evaluation of performance 
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measured by objective standards, as well as testing the leg~l J 

o! expencU.tures. 

(9) in addition, State agencies should become nnre involved in the 

conduct of independent financial and performance audits where 

State funds or standards are involved, and the reports should be 

given more publicity. 

(10) a permanent state review commission should be established to over­

see and evaluate State aid programs for municinal governments. 

The commission should be staffed adequately to investigate the 

use of State funds and to conduct periodic reviews of the effective­

ness of state aid programs. 

(ll) legislation should be enacted requiring that the reserve for 

uncollected taxes be based on something less -- perhaps a two per­

cent margin -- than the previous years' collection percentage. 

This would provide some safety margin for connuunities where tax 

collection trends are downward. 

(12) maximum interest rates chargable by law against delinquent tax 

bills should be substantially increased for non-residential 

properties. 

While mst of these management recommendations have been aimed 

speci!ica.lly at municipal governments, in the opinion of the Task Force 

they are equally applicable to the counties and school districts. All 

local units of government in New Jersey have been created by the State; 

it is the State's responsibility to insure that they are capable and, 

in !act, do provide effective, efficient, and economical government to 

the citizens of New Jersey. 

ttltJW JerseY State Ubrary 
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CCJ!!CJJf~~IOH 

The Task Force on Urban Progr:uns was established br,ca:L]C of a 

fin:mcial crisis .iJ; the City of ~lcwark, and it Wd.S charged rrith over-

seei1·1g various a::;t:Jccts of the fin:wcial administration of th:l t city. 

In the course of its wrk, the members of the Task Force, at times, 

observed discouraeing evidence of Newark's situ:ltion and, particularly 

in its Interim Report, criticisms were directed at city personnel, both 

past. and present. While many of these criticisms m..w still stand, it 

is apparent that there has been some progress. Nevertheless, the one 

point on which there can be little doubt is that the ::;elution to 

Newark's problems cannot be achieved by Newark alone. The dty's 

resources are too lilnited and the task is too great. It is t.he hope 

of the Task Force members that the recommendations in thL; report, if 

implemented, will at least provide Newark -- and a.ll other conmruniLies 

in New Jersey -- with a chance to solves its own problei!13 in the future. 

-· / :// . . ').~ ...... ·.' 
-. f .. ':&/ -· . . r • ....,....3 

GEi&tJJ) D. liAl.L • 
Vice Ch.a.irm..w 

~ I ' /) /,' 
.. tdt, Vd-tz ~ 

STANLEYr7/AN NESS 
v 

- --·-. 
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APPENDIX A 

Sffi·!!:A.RY OF !GCOHl·E:JDAT.IONS HADE IN TASK FOHCE nm:;_:ru:·i P..EPOIIT 

OF NOVEl1BER 9, 1971 

As to the St:J.tc of 1!m-1 Jersey 

l. The State of Hew Jersey should participate :in a review and 
reoreani'zation of the Newark Division of Health. 

2. The State of New Jersey should require the City of Newark 
to take steps to coordinate recreation activities, 1mether 
run by the city government or by the board of education, 
before grant:i.ng any further state funds or approving the 
grant of federal funds for recreation purposes. 

). The State of New Jersey should institute review and control 
procedures over capital expenditures for all municipalities 
receiving Urban Aid. 

4. The State of New Jersey should consider requiri.ng a fiscal 
note to be attached to all. local bonding ordinances. 

5. The State Administration, in consultation 1rri. th the Judiciary, 
should immediately take Hhatever steps are possible to expedite 
court action on code enforcement proceedi.<J.gs, and should 
provide additional state :inspection manpower m1cre necessary. 

6. The State of New Jersey should give consideration to whether 
improved procedures for local code enforccuent can be 
devised, including the possible substitution of administra­
tive hearings for judicial proceedings. 

As to the City of !IeHark 

1. The City of Neuark should consider requesting permission to 
use an anticipated surplus from the first year's allocation 
of state funds under Chapter 325, L.am> of 1770 for the 
purpose of cleaning up rubble and debris throughout the city. 

2. The City of l!euark should recruit f'u.lly qualified employees 
vTherever po :::;siblo; it should :i.nsti tutc a.'1d rcn_uire 
participation :in tra:i.ning progr.:lJ"TlS for its o1m :;c::·sonnel; 
and it should rn.:l.l:e mm:::ir:rum use of exist:LYJ.G training 
facilities and of state and federal persormel loan programs. 
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3. The Ihyor o.nd Co,mcil of the City of lrewtrk should take stcpo 
job1tly Lo rcvimr the •Tc~~.:;cnt adninlstratj_vc ::;Lruc Lure of the 
city covcrrw.ont under the existing charter, al~cl should nal:e 
any necessary changes to clarify responsibilities. 

4. The City of Ne-vla.I'k ohoulcl pre1nre an operational plan, 
including a staffll"l~ plw1 so that a coherent approach related 
to the current needs of the city can be taken to reducing or 
increasing personnel when vacancies occur. 

5. The City of Neuark should :investigate all alternatives 
available for retir:ing older employees on an equitable basis. 

Overvieu 

In vieu of the slou pace being set in Nm-mrk, a substantial question 
arises as to •·rhether the city can resolve its problems. Accordingl:/, 
an approach might be for the State to con3ider the exercise of fiscal 
and legislative po>rers at the state level in order to entice or mandate 
change. Areas 11here this type of action miGht be feasible lrould include: 

1. 1-bre sophisticated f:inancial planning and coordinating 
systems at the state level which 110uld provide officials 
responsible for policy and planning 1rith L.-ll'ormation to 
assist in the allocation of state and federal i\mds arrx:mg 
municipalities in general, and anxmg competing programs 
and services 1-r.i.. thin a nnmicipali ty. 

2. Revision of the municipal financial report:ing practices 
Which '1-Pulr:. require accounting for all funds, fedor.:O.., 
state and ·:cal, expended l·r.i..thin the mu.'l'licipality in a 
manner 1-ih..' ~Puld identify the total a.munt s~nt 0:1 
various s'~ .:..ces and programs. 

3. Study and <;::::?Crimentation of various types of services 
and method3 of revenue supplen.enting 11hich the State can 
provide to municipalities. 

4. Study and experimentation uith various indicators to 
determine a method for evaluating social porfon~~ces, 
quality of services and program effectiveness. 
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APPENDIX B 

roSSIBLE FORHULA FOR TAX BASE STABILIZATION GRANT 

Stabilization Grant - ~fultiply the Base Period Tax Base Per Capita by 
the most recent population estimate for the municipality 
to find the Stabilized tax base. Subtract from this the 
Equalized Valuation for the most recent year to find any 
decline in the tax base since the Base Period. Mu1 tiply 
the result by the Base Year Tax Rate, to find the amount 
of the Stabilization Grant. 

Base Period - Suggest using 3-year period beginning when present assess­
ment procedures were first implemented by statute: 
Years 1968-69-70. 

Base Period Tax Base Per Capita - Divide the Total Equalized Valuation 
for the 3-year period by the estimated population for the 
three years. Bound off to nearest whole dollar. 

Base Year Tax Rate - Divide the Total Tax Levy on Which the Tax Rate is 
Computed for the 3-year period by the total Equalized 
Valuation for the 3-year period. Round off to the nearest 
penny per hundred dollars of Equalized Valuation. 

--------------------------------------------------------
Dem::mstration: Newark for 1973 Budget 

Census Estimated 

1968 
1969 
1970 

$ 4,bB3,055,957 

Total Tax Levy on Which Ponulation Population 
the Tax Rate is Comouted 1960-4oS,220 1969-384,259 

$ 102,229,396 1970-~ 1968-386,588 
197,231,809 10~ 
1~,759,5~6 -2,329 

$ 3 ,220,~1 estimated 
change 

per 
year 

Base Period Tax Base l 4 68l,o~$,927 = $ 4,062 
Per Capita .• j86;58 +' 3g ,2 9 + 381,930 

Base Period Tax 
Rate ••••••••••••• ·t ~,228, 7~1 

' 3,05;.>,9 7 
• $ 6. 71/hundred dollars 

1972 Equalized Valuation: $ 1,526,892, 708 
1972 Estimated Population: 385,200 

Stabilization Grant ••• Lf$4,062)(385,200) - $1,526,892,70~~~= $ 2,535,688 


