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‘MR, ROBERT N. WILENTZ [Chalrman] I am going td o |
start thls hearlng now, - o : : - “, '
- As you all know, thls 1s the publlc hearlng of } .
Task Force E of the Governor s New Jersey Tax Pollcy Commltteeo

" The Task Force tltle is SerVLCe Levels, Costs and Allocatlons,

I am. told that the sale of lottery tlckets 1s such
that we may not even have to go on worrylng about the flscal
needs of the State of New Jerseye On the possrblllty that =
there Stlll may be some problems after lottery sales are -
over, we are 901ng to contlnue anyway._ _ ’ ’

I would llke to lntroduce the members of the Task Force

who are here today° - On my extreme rlght, and not a member

‘of the Task Force, but one of the consultants of the Task

Force s1tt1ng w1th us today,v is Professor Reock, the Dlrector

- of the Bureau of Governmental Research at Rutgers, We are

very happy that you are able to jOln us, On hlS left is -
Mr. Wllllam Weathersby who is substltutlng for- Dr, Goheene‘.
Mr. Weathersby is the Vlce Pres1dent 1n Charge of Publlc
Affalrs at Prlnceton, On my rlght is the dlstlngulshed

*Mayor of the Clty of New Brunsw;ck, Mayor Patr1c1an Sheehan@"

On my extreme left is Mr. Vlctor Frank who ls substltutlng
for Mr. Hardere And on my left 1s Mro Mlller, ‘who 1s the

: Chlef Executlve of the staff of the State Tax Pollcy Commlttee,.

We ‘have a llst of approxrmately ten w1tnesses that

we expect to hear from todaya They ‘include Mayor Holland of

Trenton, ‘Mr., Male, the. Former Mayor of Prlnceton° - Mayor
Holland has just walked 1n - Mr. Mehollck the head of thel;v
New Jersey Mun1c1pal Management Assoc1atlon- Dr, Barone, the
Mayor of Wbodbrlge, may ‘be here, Mayor Luther of Pars1ppany—
Troy Hllls, Mrs. Betty thtle, Cltlzens for Conservatlon~

-Mrs. Gertrude Unsel of the Federatlon of New Jersey Taxpayers,
Mr . George Smlth Presrdent of the State Board of Educatlon~~

Mr . Kennedy Shaw. Admlnlstrator of ‘the Clty of Plalnfleld-
Mr. Mark Jones of Prlncetonv and Professor Ylv;saker of

Prlnceton, Former Comm1s310ner of the Department of Communlty



Affalrso v

The schedule is not qulte as certaln as I would hope
1t would be, but many of these people have other commltments
o and the tlme of arrlval and, 1n some cases, the questlon of
arrlval remains a questlon.> . . '

Some of the other Task Forces have been charged w1th
obllgatlons of lnvestlgatlng thlngs ‘that are qulte clearly
flscal and concerned w1th the amount of money that 1s needed
in New Jersey and methods of ra1s1ng the moneyo Our Task
Force has, in addltlon, the questlon, I thlnk of who should
 be d01ng what at varlous levels of government. Who should
be tax1ng at varlous levelsfof government’ And how funds
should be allocated’I Where_serv1ces can best be performed’>

I would hope that the‘w1tnesses ln "addition to
‘thelr prepared presentatlon.mlght focus on some of the questlons
that T thlnk 1nterest the ‘members of the Task Force,. namely,
just how bad ls the condltlon of mun1c1pa11t1es in the State
of New Jersey° Are they as bankrupt as some of us may bel:n.eve’>
Where ‘can they go w1thout lncreased Federal or State a1d7"

'Should we be as concerned wi htthe general level of serVLCes
that are belng dellvered in mun1c1pa11t1es as with the'
’dlrect questlon of how we can reflnance those serv.1.,ces'>
In other words, shouldn t our concern be extended beyond the
question of enabllng mun1c1pa11t1es to perform as they are
"now performlng°’ ‘And shouldn't It be extended to the questlon
of how we can deliver better serv1ces - better quallty serv;ces’
_-Should we be concerned w1th the questlon ln connectlon w1th
some serv1ces of achleVlng a greater degree of equallty° I
am partlcularly referrlng to the dellvery of educatlonal |
serv1cesn Should our Task Force be concerned with whether or
" not in connectlon w1th the State tax pollcy reform some
effort shouldn’ t be made to assure that a Chlld in one
mun1c1pa11ty has the same klnd of educatlonal opportunlty as
a child 1n another munlclpallty° Should we be concerned
with the method of dlstrlbutlon of the proceeds of State a1d°
Should we be concerned with the amount allocated to the rural
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and suburban areas as compared to the amount allocated to
our central 01t1es° f' LT - )

' To, what extent w111 reglonallzatlon of functlons o
actually lead to cost sav1ngs° Or should reglonallzatlon be

v1ewed s;mply as a method of 1mprov1ng services and maklng

'them more eff:LCJ.ent'>

7 Is there any area in munlclpal government where cost
savrngs can actually be achleved in substantlal measure’ “Are
the opportunltles for cost reductlon so llmlted that ‘when we
talk about tax. reform, we are talklng not only about making
the tax burden more equltable but we are also talklng about
the need for additional tax resources° And to what extent
is the State capable and 1n what manner of maklng those'
resources aVailable° ‘ '

When State aid ls dellvered, should it be. dellvered
on condltlon° Should it be dellvered prov1ded that mun1c1pallt1esf
conform to certain standards’ﬂ Should it be dellvered on:
condltlon that they dellver certaln serv1ces° Or should 1t’
be dellvered without strlngst ' | o
| V If the w1tnesses belleve that tax reductlon should be

' achleved 1n certaln areas, but that serv1ces should be malntalned

at their present level or that serv1ces should be 1ncreased,
if the witnesses care to, we would like to know ‘what their
views are on providing the funds for any Such increase‘in
State aid or, if they thlnk the Federal government is the

source of increased aid, where that money is gOLng to come from '

and by virtue of what taxese ‘ .
," I would like to call on our flrst w1tness, Mayor Arthur"
Holland of Trenton. Just by way of refreshlng the witness's

'recollectlon of the rules, my understandlng is that each

witness is allowed ten mlnutes for ‘his or her direct. presentatlonﬂ
after whlch the members of the Task Force that des1re may
ask questions of the w1tness. ' , :

' Mayor Holland, it ls very nlce of you to come .



MAYOR ARTHUR HOLLAND: First, I
appreciate the opportunlty to be here and I would be glad,
and in fact welcome any questions follow1ng my presentatlon,
I don't have coples of this statement because 1t may be
amended before I finish. But I will before the day is out
have copies for you. .

- Gentlemen, I appreciate very much the opportunity to
appear before you. There is no subject of more essential
importance to the future ef our cities and, therefore, of
our State, than the subject under con51deratlon by your Com«=
mittee. ‘ _

My presentation will be in accordance with youf sug-
gested guidelines. I will follow literally the question
outline. _ | |

I believe that the pattern of new and_old services
over the next ten years will follow the present regional
approaCh@ Several years ago, the City of Trenton negotiated
with the County of Mercer the transfer of our municipal
hospital. The County Improvement Authority is presently
planning a regional arrangement for the disPOSal of garbage;
Tt appears, however, that low income housing and school
needs will continue to be met by the old central.eities
unless the State adopts polieies which encourage orlmandate
assumption of such responsibilities by the county and/or
State governments. : - | ' ’

The trends in current expense budgets are those of
substantial increases each year. Police and'fire‘salaries,
for example, have increased $3,541,222 in the lasﬁ six years.
This represents a 52m5 per cent increase. Had it not been
for the State's Urban Aid in 1970, these raises would either
not’ have been given or the real estate tax would have gone
even higher. As it is, should Urban‘Aid be withhold, these
salary increases will have te be met by real eetete tax
revenues, as will any further iﬁcrease_and,tin;Viewtqf the
inflaﬁionary spiral, not to increase is in effect to cut
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salaries and wages;“ There is a" s1mllar upward trend
throughout the various employment categorles. o '

'With regard to trends in capltal needs, it is lronlc
that the o0ld central cities are’ now- faced with d01ng for ’
the second time what new.mun1c1pallt1es are d01ng for the'
first. ‘Trenton"is‘replaCing'at a cost to the city of
approx;mately $20 mllllon large sections of its storm and
sanltary drain system. This prOJect w11l 'assumlng Federal
aid continues, be carried on over a period of approximately
15 years. Over,the next lO:years;‘8 additional sChoolsvwill
have to be built. . And while'such'construction'mayvbe met
through the EmergencySchool Constructlon Fund, operatlng
costs will continue to increase because of State requlrements
that class sizes be smaller and because ‘of the need for
more spec;allsts to deal w1th ‘school prdblems prevalent in
the' 0ld central cities. o o S ’

2. There is a strong temptation‘to'answer question 2

by saying u311 of them.” This is‘particularly‘true'of the

county level, eSpecially‘in“view'of the possibility of

strengthenlng county government as-a result of the recommendations.

of the Musto Commission. Among those services Whlch seem
to lend themselves most readlly to assumptlon by the county
are welfare and garbage dlsposal@ T ,

The State should’ assume responsxblllty for educatlon@

"Welfare and education costs should~be completely financed by__

the Federal and State governments@' Garbage and police service
costs should be met by partlc;patlng municipalities, that is,
should there be any reglonal arrangement with regard to pollce
protectlon@ ' N ' v

- (B) _Thereosh0ulddbe afmaximum-homeérule'provision in
the administration of services funded by the State and/or
Federal government; 'The actual adminiStrationbof such Services
could best be done by local officials. - Perhaps the receiving
jurlsdlctlon could part1c1pate flnanc1ally through assumptlon
of all or a part of ‘the administration’ costs of serv;ces
transferred to the State and/or Eederal levels. '



3. Those eerviceseofllocal governments should be
aided financially by the State which are meeting a naﬁional
and State responsibility. The old_centralbcities are being
asked in effect to be the housing, job and education centers
for the Nation's disadvantaged. It makes sense, therefofe,
that higher levels of government share the cost of such
services. . o ’ o .

3 (A). As indicated,abeve, costs‘of such services,
except perhaps for administration, should be borne completely
by higher levels of government , - n v

3 (B). There are obviously vast differences among
urban, rural and‘edburban areas in costs of service and in
need for such aid The old central c1t1es are increasingly
the clustering places for the poor and the old Suburbia,
except for pockets of poverty, is becom;ng relatively
increasingly affluent, and exurbia is relatively untouched
by the problems we call urban. _ |

Trenton which has less than half the equalized valuation
per capita that Lawrence Township‘has spehds 50 per ceﬁt
more_thah Lawrence does for police protectibn, 3 times as
much for health, 4 times as much for welfare and 20 times
as much for fire protection. Similar comparisons could be
made between other old, large cities and their eurrounding
municipalities. Those figures are from the Third Report,
Joint Services, A Local Response tovAreawide Problems, the
Musto Commission.

3 (c). I belleve that current ufban aid programs
have worked well in New Jersey compared with other states. .
I would like to submit in documentation of that statement
a copy of a report of thevNetional Survey conducted'by the
Urban Study Center at Rutgers, now known as the Center for
Urban Social Science_Researché The report is titled, "The

Roles of the States in Solving Urban Problems,” and I would
- like to leave this with the Committee. _New.Jersey emerges,
relatively at least, as a model with regard to assisting
in:the solution of urban problems. |

- With regard to Questlon 4, again many recommendatlons
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‘are contained in this reporto Espec;ally necessaryi however,

as 1is pOinted out in the report on page 136, is a program
which would subsidize the real estate tax required by
munic1palities of developers or purchasers of rehabilitated
low-income hous;ng@ In this way, rehabilitation, low-cost
houSing under present Federal and/or State programs would
be feasible in high tax-rate munLCLpalitleso

It is the tax rate alone which 1S‘1nterferring with
programs such as those undertaken by thevUrban Coalition.
The tax rate normally shouldn’t be greater than 50 per cent
of the total cost of owning a house.  But in Trenton, the
tax rate exceedsime cost of amortization payments on the
principal'and interest. This makes it'impossible;l

, Coalitions make it pOSSlble for lowﬂincome famllies
to Obtain ‘decent hous1ng, but then they can“t pay the
taxes on it. . :

5. In the absencelof a State income tax, which would
enable the State to. meet revenue needs of local governments,
permlss10n should be given to countles, munLCipalities and
school dlstricts to levy and collect local nonuproperty
taxes. It should be kept in mind, however, that such an
approach may be self=- defeating, that the only fair; sufficient
method of meeting the State's and the cities’ revenue needs
is through a State income tax or some other such Statewide
levy. e o
6. This opportunityfisrpresent:through the Municipal
Charter Law of 1950 and hopefully through the Mustc Commission
recommendations becoming law. Also produotivity-of employees
can be increased through,introduction of a merit system
and in-service training program. During our previous admin-
istration, there were after four‘yearsv128'net fewer positions
at a savings of approximately $500,000 per'yeara This was’
accomplished through a review‘of'each‘position when it became
vacant to see whether it needed to be filled and the intro==
ductlon of modern administrative techniques 1n the runnlng

of the governmente



The New York Clty Educatlonal Constructlon Fund
prov1des for prlvate flnanClng for educatlonal fac111tles
by maklng avallable to a developer land and golnt development

" rights for revenue-produc1ng purposes.; For example, the

school board'would use its power of eminent domain to assemble

a piece of land on whlch a prrvate developer would bulld a
school fac1llty and an offlce bulldlng, thereby paylng conn
struction costs of the school for the right to erect an
office bulldlng for h1s purposes. Thls technlque may also
be used for other publlc works as well as for prov1d1ng
the' city w1th an lnwklnd urban renewal credltg
1 belleve that I must 1n conclus1on p01nt out that
the real answer to the presslng f1nanc1al prdblems of the
old central c;tles lles in long-range leglslatlve remedles of
a non-fiscal natureo 'If the problems were dlstrrbuted,
there mlght not be a need for a State income tax or for local
nonmproperty taxes, o ‘ ‘
Exa.mples° States should requlre, ‘as has been done
'1n effect in Massachusetts, that all cities and towns allow

for the use of a certaln percentage of land for the erectlon '

.of low~1ncome housrng v , v
States should pass a law requlrlng county governm
ments to foster the flndlng of homes for welfare cllents
throughout the county of. res1dence. Thls could result in
malntenance or restoratlon of soc1o-econom1c balance in the
central cities and at the same tlme afford affluent Amerlca
an opportunrty to share what is now central crty America's
burden at a time when the central c1t1es are least able to
bear it. » : : t
_ MR WILENTZ- Mayor, thank you very much for a very
‘stlmulatlng presentatlonor v o ‘
Do any members of the Task Force have any questrons‘
they would like to ask? Mayor Sheehan?
MRS, SHEEHAN: Obviously I am in some sympathy with
‘much of what Mayor Holland had to say.\ I would havehtwo’
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specific questions,, With regard to your comment on urban
aid, that was limited, as you know, to the so-called big
51x c1t1es. ‘Do you thlnk that that really represents a
solutlon to the city problems throughout the state? -

" MR, HOLLAND: No, I think there was no ratlonal ba81s

- for that program. The big six, ranglng probably in need

from Newark to Elizabeth, certainly‘required and were

entitled to‘ite But New Brunsw1ck ‘Perth Amboy, Hoboken,

Union City, Bayonne, and many other mun1c1pa11t1es throughout

the' State relatively, ‘I think, had" equal need and equal right

to such assistance and I thlnk any such future programs

should take the needs of these munlclpalltles into consrderatlono
MRS . SHEEHAN~ Follow1ng through on that pornt where

you 1ndlcated that the right of local areas to levy non-

property taxes mlght well be self defeatlng, ln‘a city like

Trenton or New Brunsw1ck or any of the other so-called core

cities, don't you think we havepto'face;the:problem where

we_are'surrounded by a  suburban area that has a great deal

of land and an anxiety, if. - you w1ll ‘to attract industry

andvratables, that a c1ty tax is g01ng to encourage the
flight of commerc1al and 1ndustr1al taxpayers to those very
suburbs, thus compoundlng the problems of the cities?
MR@,HOLLAND: Except that Mayor Gibson claims to have
two‘reports)and a third was upcomlng'when I met with him on
this, that document the premlse that such an approach, a
local payroll tax, income tax, earnlngs tax,vwhatever it is
called, is no more of a deterrent ‘to retention and attraction

of industry and‘business than is an increasingly high real -

estate tax. At least, the paryoll tax gives an opportunity - -

I don't think those who live outside the city will call it
that - but it glves an opportunlty to those who make their
llVlng in the city to share in the cost of the services whlch
make it poss1ble for them to earn thelr living in ‘the city.

In effect, I would think, the local res1dents who would pay
1t would be gettlng thelr money back in that it should cushlon
the real estate tax, whereas those who llve outside the c1ty

would be maklng a»contrlbutlonn- That® s why I see lt,even

9



though as'a'last resort,'as a need pendlng the passage of
" a State income tax and the keeplng or returnlng of money
to the c1t1es on the bas1s of guldellnes ‘of need. New York
State, for example,«— this’ takes effect April lst of this
year = is 901ng to return 21 per ‘cent of the revenue from
its income tax to the cities - 10 l/2 per cent on a per capita
basis plus a wealth factor. I see no great assistance for
the cities - well, I do see as51stance,>but I don t see any
fair assistance for the 01t1es if ‘we have additional State
revenues which are distributed on'a perlcapita basis. To-:
me, the major premlse here has to be ‘that of need

MR, WILENTZ, Any further questJ.,ons'> - Mr. Frank°

MR. FRANK: Do you have any flgures on how much
revenue could be ralsed by a payroll tax? ‘

~ MR, HOLLAND: No, I don't. But obv1ously for every

hundred mllllon dollars of payroll we would realize a '
mllllon dollars. I haven t had an opportunlty to research
that. i ‘ ’ o
}v'MRu'FRANK,' In so far as the Shlftlng of respons1b111ty
from the city‘to the county or the State, do you see any
pOSSIblllty of it reduc1ng costs or do you feel it is just
a questlon of equlty demandlng that 1t be shlfted to the
county or State? ‘ S » '
| MR, HOLLAND Well, I see better service and some
reduction in costs, Obviously‘a regional'arrangement for
the disposal of garbage should be less costly, given the
'marketmplace prlnc1ple of less cost with volume than if each ,
of the mun101pa11t1es w1th1n a reglon conducted Lts own
dlsposal system. _ _ '

MR, FRANK: Do you have any ekamples'Of that though?

MR. HDLLAND No, because it is a beginning approache

MR. FRANK: There has been some concern that maybe
that won't turn out to be the case. ’
| MR, HOLLAND : ' I thlnk we have to make sure that
'-blddlng technlques are such that we proflt through competition.
The present proposal Whlch calls for franch151ng agalnst the

10
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background of our present'regulatfon,_should"assurefan' o
honest situation. -It*is up to*lOCal:offiCials,'municipal"and N
countyp that whoever serves on a board such as the Mercer
County Improvement Authorlty, which conSlstS of. citizens as.
well as publ;c off1c1alsg to make sure that we ‘do reallze
what we should under_such an.arranéement, which means less -
cost. B ' | o . -
.,MR;'WILENTZ: Mayor, I take it r>n one of the basic
questions faéingfthis:Taskaorce, hamely the fiscal capablllty
of municipalities,?esPecially’central cities, under the" ‘present
tax system and the resources avallable to the central c1t1es,
that it is your oplnlon that these c1t1es come nowhere near
having the capability of meetlng thelr present needs and thelr
likely future needs W1thout further aid. ' |
'MR. HOLLAND: I gave as an example Trenton and" Lawrence
costs of operatlng the government.. ‘We have lessbthan half
the assessed: valuatlon of Lawrence, ‘even though ourACQsts'are
many times over. I o o ‘ - S |
"MR. WILENTZ:tjAnd:thOse-costs‘are going up, up, up, I
take it. y';fyLb e Vzh o
MR, HOLLAND?'*Sihce'?64; our police and fire costs have
gone up over 50 per ‘cent and we have 20 times the costs of

fire protection that- Lawrence has because they have a

- volunteer flre_department._

~MR. WILENTZ: How long can you go on”without‘substantial

increased aid? o ' R R . ‘ ' o '

~ MR. HOLIAND: Well, the only difference really between
Newark and Trentonjand the other ola- large crtles is that
Newark has this monumental def1c1t.- Our tax rate is only
about 10 or 15 points behind that of Newark. ”If you use'
that as an 1ndex, ‘because problems of Newark have attracted |
so much attention, I am,afraldnthat«commlttees like this may
not giye sufficient attention to cities like ours. We have |
done everything we can - at least I have in the past é’and
we are. continuing on toveconomize;~ We cut the tax rate in
1966 in Trenton by 65 po;nts through thls half million dollars

11



in payroll savings plus anticipated revenue from the sales tax,
which had to be applied, a percentage of it, to educational
costs that year. But all the economies in the world in

a government because of its limited potential will not enable
us to pay, because of inflation especially, the increasing
costs of payroll which are about 80 per cent of the costs

of governmentav | o

MR, WILENTZ: Do you think realistically there are any
present,avenﬁes»open‘for,substahtialncost]reduction.intthe
operation of a municipal government and the delivery of services
within munlclpalltles7 , E |

MR, HOLLAND: Not of the —— .

MR. WILENTZ: == meanlngful,ESUbstantial reductions.

MR. HOLLAND: I don't know of any potential now that
would enable us to meet the rising cestsvof government, and
this is what I have in minds: I checked before I came here
on our ratablevpicture,fvlt is going to remain about the same.
Tax c uts will be‘balanced_pretty much hy some new ratables.

Given inflation, given the grantihg of normal increments - we
| have asked for- reclass1f1catlon,- glven the 1ncrease ln some
maximums, we are g01ng to have an 1ncrease in our tax rate.

We have to go increasingly to people on low-fixed incomes.

In recent years'thefSocial'Security Administration has been
increasing the penéion payments to benefieiaries, but not to

a  degree that would enable them to keep' up. Also increasingly,
the self-sufficient people are leavingvthe city and people

are coming in who need help. '

When I mentioned longurange legiélative remedies of
a non-fiscal nature - a block may be pethaps;able&téf Tl
absorb one large fatherless famiiy, - If you put two or three
such‘families in that block,~people aren't then running away
from anything but noise and dirt and disruption and how do
you measure the impact ratablewise out in such a situation?

It is a very complex situation.

MR, WILENTZ- ‘What kinds of things would you- antlc1pate

would happen in a c1ty 11ke Trenton unless substantlal increased

12

.



P

aid is' forthcoming?. o . L ‘ S

'MR. HOLIAND: I have said before; unless the State
had done something in the.case of Newark, the State would ‘
have a city on its'hands.v It's that simple. And the State
could start having more than one city on its hands. - This
is why as a last resort, I-think we need and every other such
city in the State needs the option to impose a payroll tax.
It is the only fair way I know in the short run of meeting
the needs. The: thlng that disturbs me is that this commlttee
was not given the challenge, the urgent command that was
given to our Welfare Study Commlss1on. _We have to report in a
month. This is basic to every other Study Commission. I
would hope that you would report as soon as possible.

MR. WILENTZ- You 1nd1cated that” you thought that
New Jersey was a model for urban aid., 'I assume that is in
comparison with other states. In other, words, I take it from
your testimony that you do not agree w1th the kind of distri-
bution of urban aid that we have hdd in the past, namely, re-
distribution of sales tax fundS»on‘agstraight population
basis, the distribution of special school aid onwa per student
basis. You donft regard that — - o

MR, HOLLAND: I wasn't referring to that. I was
referring primarily to the State Department of Community
Affairs and the programs,Which it initiated in recent years.
We were the second state in the Nation to have such'a depart-
ment . | L L . / ‘
| MR, WILENTZ: The dollar value of the State aid programs
that were distributed on a straight population basis on a
per student basis in the-educatiOnai,fiéld'far exceeded the
Communlty Affairs aid. o . o

MR, HOLLAND: Such programs are almost. 1mmoral, if
not immoral. _ I T . :

MR. WILENTZ: Do you haVe'any views about the wisdom

of attaching strings to this aid? In other words, do you -

think that the State, assuming it gives further State aid,



should require certaln performance from mun1c1pa11t1es°
What is your v1ew about that7 s ' .

MR. HOLLAND: Absolutely. In'fact,’for-avlong time,

I opposed revenue sharlng 1n block grants, specifically
block grants, because I felt there ‘was a need for the '
guldellnes that accompany categorlcal programs, So, just

as was 1nd1cated according to the news storles, in the case'
of Newark, any ‘city which is glven State funds, I think must
expect to have a close rev1ew of the expendlture of those
funds and, if ‘they prove unworthy of the confidence of the
‘State, then they should be- denled such funds. Then the
State itself would have to admlnlster whatever programs are
requlred ' S o " '

MR. WILENTZ: Not only a close review of the expenditure,
but’ would you agree‘there should'be’ahfunctional obligation
“of the mun101pallty? For 1nstance, in the State aid for -
health purposes,’ there are certaln standards and levels of"
_'achlevement that must be complled with before you quallfy

for State aid. R S

- MR HOLLAND.; Phllosophlcally I am opposed to dedlcated
funds. I do believe there is a kind of general dedlcatlon
accompanylng-grants. .Forcexample,-the urban a;d package -

I did not think that such funds”should be used for salaries
and wages. A good example,'I think,"of aiprogram which

is peculiar to c1t1es 1ike ours: and for which such urban
vald money ought to be used is a hot lunch program. To me,
- a hot lunch program is a- publlc health measure 1n a city
like ours as well as an educatlonal assist. I know, first
hand, that children don' t go ‘to school because they don't
have ‘their snack money . T ’ ' S

MR, WILENTZ.‘ So- whlle you are opposed phllosophlcally

to dedlcatlon, you would think there would be some sense in
requlrlng certaln kinds of performance. }

MR. "HOLLAND ¢ - There is a happy medlum there and I think

that is up to committees like yours to recommend, in consultation:
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out of the other condltlons@

with local officials: j e l SRR : T

MR. WILENTZ: . You don”t’viewithejstudies of this State
Tax Policy Committee as simply being a- rendering of a more.
equitable tax structure:for,the’Stateﬁ~but'apparent1y from
what you said about housing, you think we should be very -
much concerned about what is ultimately delivered to the
citizens. : e AT , . - ,
MR, HOLLAND I think you should5relate your deliberations
to non-fiscal matters ‘because the’ “fiscal conSLderatlons grow
MR, WILENTZ: In other words;, if the Tax. Policy Committee

as a whole came in with recommendatlons which in your. mind

 did not show some promise of mov1ng towards a solution to

the housing prdblem;'you would be graVely disappointed? -
MR. HOLLAND: If you»pour-moneysihto cities like ours,
foriyears,to‘come you“are-simplY”going“towharden the'present
social situation, which I think is a blot on our democracy.
We will become more'and'more then the hbusing,gemployment
and education centers for the dlsadvantaged, I think this
is unhealthy. Busloads of- chlldren are brought 1nto our
cities so these young whlte chlldren may -see what a blighted

~area looks like or what a slum looks llke. - They come on

excursions or field trips lnto the 01ty.‘h' _

MR, WILENTZ: - Two thlngs disturb me greatly. about your
suggestion of" interim, of sort of local option, nonmproperty
taxes. Isn' t there a danger if you gave as an interim
propos1tlon every munlc1pallty the rlght to impose nonmproperty
taxes that you would be,compoundlng the problem, mainly you
would be givihg to some high income areas the right_to‘raise
their own tax, either through'a payroll tax or perhaps some
other kind of non-property tax, thereby exaggeratlng ‘the
lneqult;es even more.’ But perhaps even worse, wouldn't you
be building in a political force against any kind of Statewide
tax, and particularly,a_Statewide“incomthax,vwhere*theseu
municipalities or”areaS“might say to:themselves, "Well, we

»1_5"‘ o



RN MR. HOLIAND: It is a- natural relatlonshlp, but I

" now haveﬁa'local option tax where we. can apply;the money
‘to our own area and we know very well that Statewide income
tax is goingltOfapplyfitvdifferently)znamely,rmore to the

‘central cities”?  Aren't youarecommending sdmething'that'
is terribly dangerous to the central 01tles° o Lo

MR. HOLLAND,, I am not really recommendlng it., As I
said, I would want it there ‘in case we needed it as a last.
resort and I was: pleased to see that the Leglslature put a ' ‘
two-year limit on this prlvrlegevfor Newarka Gentlemen and
lady, I am conVinced that“ydu'must,and“if'your.Comm1s310n |
were succeeded every year by a newﬂcnefte?gtuayxthigﬁmatter, ]
that'yoﬁ'would‘havetto come up with a recommendation that |
there is only one- fair"and sufficient'solution to the revenue
unequlvocally advocatedilt then as I have since then - and
that is an incdmeitax.'-AlsO it‘woﬁtd*simplify the whole tax
structure. ' , . | .

MR WILENTZ-f I dldn . say lt ten years ago, but I
agree, Mayor, Professor Reock°" ’

g e e s o

- MR REOCK~ I have Just one questlono ~Mayor Holland,
would you say as a general rule a governmental service- should
be administered at ‘the governmental level at whlch the ma jor
part of the financing takes place° For example, you suggest
that the State take over the flnan01ng of education@ Would
you‘accept the prem;se,thenuthat‘thefState should administer
education? | g L ‘ e . v

MR, HOLLAND: No. I thlnk in our - society maximum
local dlscretlon should be glven w1th regard to 1mplementatlon {
of funds from a. higher lével, e : , .

MRQIREOCK: You see no essential’ relationship- then
between the level at whlch financing is prov1ded~and the | Sy
level at which the serv1ces are admlnlstered° |

think we have to fight that in the’ interest in the leng - | - !
run of retalnlng democratic decision at the local level. ;
MR, WILENTZ: Anythlng further? = Mr., Miller?- o 5

e ] ;



MR, MILLER: Mayor, I have been”takenvwith:YOUrv;
suggestion that nQnEfisca1 ;emedies:are_important too and
perhaps in the long run if‘eities.are;to be viable entities,
more importanta But,remeqies-so‘far are to provide‘State_
aid, which is fiscal.. The_noh-fiscalvones are to shift the
responsibility for serviqes‘from_the‘municipality to the |
county, to the State - somewhere else.  If you follow that
process, are you saying that the big cities are no longer
viable entities as we have known .them?"

MR, HOLLANDzu.NQ.‘ I say the blg cities always have
been and always will be centers of not only residents but
commerce and industry.v I think they will always be central
points because if they aren't, YOu]Will‘simply have new
communities which, hyfwhateVer name, will be replacing what
we now call the central city. Firstaog all, you have large
institutions located in central cities which it is just
economically not feasible to relocate;.tThey are always going
to be there. 8So we start, I think, w1th the premise that
we must proceed on the bas1s of the recommendatlon, for example,
of the Regional Plan Assoc1at10n of two years ago which says,
as we build new ‘towns on the one hand,twe renew our old central
cities, and we relate the two processeso\' ,

When I talk about non-fiscal leg;slative remedies, I
mean sucha law as ConnectiCUt.passed_ahout a year ago which
establishes a statewide:uniform’buildfhg code. - This makes
it 'profitable for prospective manufacturers of housing, not
only for the central city but for‘suburbs, to_go‘into a
state and know basically the code is the same, in our case,
in each of the state s six largest cities. ‘We don't have a
statewide unlform bulldlng code in. New Jersey We need one
I think. _ | RTINS RIS

_ MR, MILLER: We have one thatVis'recommendedlbuthot
used. | - , . o _ o

Take the view that_yeu_Want the city in the long run .
to be ecoﬁomically a viable entity, to be ablevtoﬂsupport,
itself really as much‘as_possiﬁle,;,Are there other ways.
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the State could do this? For example, I know I shouldn'’t
mention the word urban renewal in’ Trenton. But in the long
. run is there any-way thatthe State should ‘have a role that
would 1mprove the prospects of that kind of thing?

MR. »HDLLAND Yes. It is hard to mention urban renewal
in connectioh with Trenton. The Mercer-Jackson Project right
now is booming. . In fact, whites are competing to move in.
Thisvis not a formal renewal project. But in one of the
finest residential sections of the ¢ity where we had fine
old houses going begging recently, people are moving in from
' Long Island now because it is easier to commute to New York.

So there ‘are some bright spots. And as we restore the economic
base, which was the ultimate goal, of course, of urban renewal
in;pther programs, we-won“t need hopefully state and/or federal
‘assistance. But we can amend certain programs. For example,
the Urban Coalition in Trenton has taken tens of houses =~
" there is a block on Olden Avenue near State Street, for'example, and
there is Wilkinson Place, the'citY’slonly private street - where
they have acquired and rehabilitated and are making available
at approximately $10,000 good decent hou51nga The only thing
that is giving them real trouble and they may have to go out of
business is because they are losing about $5,000 on a house.
They are keeping the price down in order to make it.possible
for' the person needing the,housing'to acquire it. But related
to this is the problem of what happens after the person acquires
it because the real estate tax is so'high that the person can't.
.keep up‘the real estate payments. ‘He is liable to lose that-
house. ‘That‘is”why7I say Trenton has a problem similar to
Newark's. ' So has Paterson, Camden and Jersey City, and to
a lesser extent Elizabeth, in that I don't think the real
estate taxes can go any higher for’those specific reasons as
well as . just general reasons because of the nature of our
populatlon. - ,‘ ' | o

_ When I talk about long-run remedles, let‘s have some
public housing progects for the elderly, for example, elsewhere
than in Trenton.» We are the only municipality of the 13 that

18




ko

has low-income housing. Here is what this means: - I go as

‘Mayor to. a senior citizens' Christmasiparty and an elderly

woman .comes up-and asks how to get in the JoéephsonApartments.
I said, "Do.you live in Trenton?" She said, "You know I
lived in Trenton most of my life but I moved out to Hamilton
Township,” This proves one thing = people do grow old in ‘
the suburbs. Now-shezwants to come back to'Trentonﬂ Why
can't she be accommodated in Hamilton Township? Maybe we .
need a Counﬁy Housing Authority which would see that such
fécilities are placed throughout the county. These are the

. kinds of remedies which would make unnecessary perhapsvthé

convening of your Committee. v

MR. WILENTZ: Any further questions? :

'MRS,'SHEEHAN:‘ I am concerned with the rate of the
property tax andglsdnderstand that we‘really in the cities
have reached the limit and the problem ‘that it entails. But
my question really.I guéssbis;': In terms of the allocation,
not of a new tax'but of a néwvbase upoh which to_raise the '_
money, if you will, what would you think of the cénceptfthat

‘the_cities could handle on a property tax basis the normal

municipal services if the cost of education were on something
other than the property-tax?_ I take the position, as I assume
most of us do, that children are oﬁr resource. But the
propérty tax cannot pay the cost of thié_education¢' What
would you think of having that kind of an allocation taking, =
say, for example, education out of the property tax pot, if
you will? coe Lo L

MR. HOLLAND; .Then we could adjourn the meeting, but"
not without providing for a source’ of révenue for’the State

~to do that. _I,won’t_talk,progfams unless we go. to the other

side of it which is, where does the State get the mOneyvto :

' do these things?

MRS, SHEEHAN: But if it allows the municipality to
raise a non-property.tax, YOu still décrease'the property tax
because it is nét-paying:its way now. Where you have old or
marginal facilities, commercial and industrial, which are
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staying because the cost‘of'the'move‘isﬁprohibitiVé:and.you;add

to their cost by, say, a ‘payroll tax or business tax of some
kind, it then makes it profltable for them to move. _

MR. HOLLAND: This is why I wasn't in here fighting as
Mayor Gibson was for the privilege that was granted to
Newark. I still have'serious.reservations. I am glad there
was a limit put updn it. I do bélieve, in order to be on the
safe side, until we get a State income tax, - our city and
our council president who is here today,ﬂDavid Schroth,
supported me on-this<as did,the'entire’COuncil ="that we
ought to have this privilege if we need it. We don't want
to face the kind of crisis situation Newark did. We could
be on the verge of it. ‘Until ‘the income tax is adopted and
the funds made available, we-néed:to be assured, I think, as
responsible public officials that if necessary we can look
to a.source of income other than the prbperty tax.

MR, FRANK: You mentioned onevnoﬂ&fiscal_COnsideration,
a uniform building code throughout the State. Do you have
~others in mind? | . o _ ‘

MR. HOLLAND-i My"threé/majéf-ohes atefF an absolute
réquirementtby the State that every municipality provide some
low-income housing. Now~you.¢an*pﬁt-amcéiling on it = 3
per cent, 5 per cent, 7 per*ceht, whatever. And I realize,
of course, this leads you into providing services too. The
real answer was Secretary Udall's. As people:werevautOmated
out of jobs, keep them down where at least they can breathe
~and put up the factories and the houses and the schools,
instead'of ‘having this constant flow to the cities, which
fortunately has been levelllng off But there are three
major ones and there are others in this’ report whlch I would
like to leave with the Committee. One, distribution, if the
client is willing, and I am sure they would be, of ADC cases.
They are considered city cases only because there is no place
else for them to go when they leave the rural areas. But this
doesn't mean since they are a county responsibility that
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they have to be housed in Trenton. nYod can't tell me there
aren't more houses available in the other municipalities of
this county. I have talked with our Welfare Director about
this.  He saye they'cén"t find houses elsewhere. These are
the real reasons for the wrecking of the cities.

I am not blaming the people -themselves; they need heip;_

-and we are least able of the municipalities these days to

give that help. There was a time when we were the counties.
We were the economic base of the nation as well as of our
counties. It is an entirely different situation now. ’

| MRS. SHEEHAN: Mayor Holland, do you have children in
Federally-supported housing without ‘regular property tax?

MR. HOLIAND: Yes. We have too much public housing.

I am against any more bublic housing because we are not.meeting
a need; we are creating it., , .

MRS . SHEEHAN: Is that all payment in lieu of taxes?

MR. HOLLAND: Yes, 15 per cent, I think it is, of
gross rental. Another problem has been when we set out with
urban renewal to restore the economic base, it was to be on a
full tax basis. Everythin§'hasigone up practically now. It
has been on a limited leldend basis or on some kind of
subsidized basis. So we are not realizing anywhere near the
return that we had hoped. :

MR, WILENTZ: Mayor, one last question unless some of
the other members have some more because you have been very
helpful and very informative: The ‘idea of taking over the
education bill is, of course, very appealing because —-=--

‘ MR. HOLLAND: It would account for about half of our
budget. o , _ | _
MR, WILENTZ: It relieves the property tax of this
tremendous pressure° But if you‘simply~take,over the education

bill, if the State simply does that; that would be a little
over a billion dollars, I gather, isn't that exactly the

same as a direct State grant without‘strings unless there

are some very, very carefulfprovisions?. In other words, if
the State simply’picks up the education bill, it is a subSLdy
very, very badly needed, but without any assurance as to
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where the new funds,_thefnewvabiiity‘to.raise\revenué, is-
going to go. e S
' MR, HOLLAND : pWell, there isfailot of regulation now:

as you know by the‘StatehDepartment=of Education of-local
school districts. I am glad thisvcamehup‘becausenl supported
educators. No oneamorehstrongly Supported educators than I
;did over the years.. I felt they had been held back and they
‘weren't being compensated in accordance with their’ contri~-
bution to society, even. though we. understand tradlt;onally.
they were to be self-sacrlflclng in that . regard. ~So:.I.
supported the act of °65 whlch made 1t 1mp0551ble for a
governing body_to upset salary POllcy set:by.a;school board.
I want that law repealed'today'becauSe‘the pendulum has
swung in the_otherxdirection. TheY“are‘tellingvus to raise
money which we simply can't raisegb Do you know thatﬁright-
-now if the Commissioher'and the-State Board and the courts
~continue to rule the way they are, we owe the Schodl Board
another $700 000 “_SQ‘ln that sense,we are -on the verge of
'a Newark crlsls. - ' . ’ -

MR. WILENTZ: My p01nt was thls, Mayor,-~-~“ . _

MR. HOLLAND. Yes, there has to be control. I think
I 1nd1cated that earller.v_' o y |

MR. WILENTZ: [Contlnulng] ---‘that is one billion dollars
you' are gOLng to. spend,- Presumably you will 'still have
regulatlons about educatlon.’ ‘But what other nonneducatlonal
needs will you have served because the mun1c1pa11t1es may. .
with thelr then refreshed revenue power ‘not go into the kinds p
of housxng that you are concerned about? They may use thelr
new found ablllty to ralse funds for goals that you may feel
are not proper° » o R L a

MR HOLLAND Lfve can cut that tax rate,~ we have
homeowners in this city who w111 renovate thelr homes as soon
as they get a,reductlon., It will be sortﬂof a built-in,
‘prlvate renewal impact program. | - |

Inc1dentally I would like to see a’ State law = and I
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am goihg to~propose’this = which would declare a*moratoriumffor
five years on increased assessments&which~ordinarily result
from impreving one's property.- In fact in some states they
are penalizing people now: for letting their property deter-
iorate.: ’ : .

MR. WILENTZ: You have a lot of ‘great ideas, Mayor,
and I think it is a tribute not only to your imagination but
to the number of problems that the State has amassed in
order to have so many very provoecative: ideas.

Are there any further questions? - If not, I want to:‘
thank you, Mayor. You have been most helpful. We took a
long tlme with you because you had qulte a bit to offern
Thank you very much. CoTraT

_MR HOLLAND° Thank you. v

MR. WILENTZ: - Is Mr.fMale here? " [No response. ]

Mr. Meholick? [No response.] = f ’

Dr. Barone isn't here. S

Mayor Luther? - [No response.]f“ _

Mrs. Little? Mrs. Little, before you start, I assume
other members of the Task Force are better aware of your
organlzatlon than I am, but if you ‘would just tell me brlefly
what it is and what your position in it is.

MRS. BETTY A, LITTLE: I amthe Co-ordinator,
which is sort of like the unpaid emploYeeo I am doing'conm
servation work on a professional basis toe. I do spend ‘pretty
nearly full time on eonservatlon one way or another@ - I think
when you get my statement, I have on the back attached my
qualifications so you'will know what mybbackground is. I am
an economisto‘ I ‘was teachlng at Falrlelgh chklnson Unlver51ty,'
About a year and a half ago I de01ded there was an environmental
crisis and the place to solve 1t was where 1t was worse, Whlch
was rlght here. ' ' ’

MR, WILENTZ: How many members are there in- the

Citizens for Conservatlon°

MRS. LITTLE: I would say there are over 300  We are
a very strange sort of organlzatlon.' we started out - belng
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Berhards Township only. To Bernards Township have come

an awful lot of people whofworked”hard for their money,

who have fled from the env1ronmental crisis from every place
from Staten Island to Newark, Jersey Clty and Trenton, and
we all of a sudden found out that we were running into each -
other and said, this is thefplacehwe'stop and fight. -

v MR, WILENTZ: ‘Your'position with'the'Citizens' group is
what? T I ,‘ ST | ’
MRSanITTLE:g»I am co-Ordinator;j InVOther.WOrds} I do
their hearing work. ’ ’ : - '

We also have as members now 1nd1v1duals who represent
s1m11ar organizations throughout the Passalc Basin, about 25
of them, so that our lnfluence ls ‘beyond the immediate
membershlps L e '

MR. WILENTZ: - 'Thank‘youf'vYouFCan go on with whatever
you have prepared. o o | o '

~ MRS, LITTLE One of the'reasonsfl am here today is
" because we feel that what the Tax Commission does will
determine in. large part the fate'of'municipal'government.

This is my third- appearance before the Tax Commltteee
I am well known to your regular staff and I welcome the
opportunity to_speak_today for Clt;zens for Conservation =
Bernards Township. Answering”yourpquestions provides us
with. the opportunity to make clear’thevconcepts of the new
conservation which is concerned with the total environment:
everything from wherefand how‘avman lives and works to what
he ‘thinks and feels. ‘ R

We think that the env;ronmental crisis in New Jersey,

as elsewhere, can only be solved by strong citizen 1nvolvementv

w;th.a great deal of emphas1s,on local governmental action.
'Because of this we support the"establishment of Conservation
Commissions throughout the State. The concept of these com—
missions should be expanded to include total environmental
concerns so that the problems can be solved as close to. the
source as possible and at least expense. As soonﬁaS'you

- begin to put these.things_all into one hamper, they_get’much»
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more expensive.  If we can tie them to the people who are
causing them, it ‘dan reduce municipal, county and state
government costs, These*%ommﬁssions*ehoﬂld be'provided as
soon as poss;ble w&tn funds for" the purchase of open space

and recreational lénds on a matc ‘Jg basis.  We have been

funding. There is a need for“a~n%w Green Acres bill, and

afterwards for inclusion in the State level in the annual

budget, funds for the:acquiSition of new lands or easementso

We are getting 12,000 new residents in this State'every year.

Some provision has to be made for them or the quality of living

in the State of New Jersey will suffer a further sharp decline.
_While we believe firmly in the need for home rule and

the desirability of developing particularly in our cities

a sense of "community,” there are certain areas of environmental

concern which can only be handled on a State'level. For example,

A-1321,now under consideration, provides for much needed flood

plain zoning but places the responsibility for standards and

policing in the hands of mUnicipalities; We believe it is the

necessary and rightful concern of the State to enforce uniform

standards throughout the State:. In fact, I don't think flood

plain zoning will be meaningful unless you do that because

it will be piecemeal.' Flood plaln zoning will be an effectlve

means of controlling heavy future expendltures on every

government level. If building is al10wed to continue in the

flood plain, we have no alternative but to build huge dams
and dikes costing billions of dollars and resultlng in a
deteriorated environment for mllllons of citizens of this
State. - The»Corps of Army - Englneers is worklng on such a plan
for the Passaic Basin at the present time and they have ‘
admitted that unless flood plaln zonlng comes in, it w1ll have
to be built bigger ‘and more of- 1t. ' o
On this vital 1ssue we need State 1eadersh1p On the other

v,hand,-certaln other environmental concerns are rlghtfully the

responsibility»of*muninpalities;7 Each municipality should
adopt a recycling ordinance. The handling of such recycling is
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proving difficult for volunteers and would prove expensive for
higher levels of government. It would inevitably result in
plck=up centers closer to the sources and would enllst the

services of volunteers such as the’ Glrl Scouts, on a regular -

' basis. We can no longer handle our garbage by moving it

~west because this ls expensxve and we are los1ng valuable
and 1rreplaceable resources@ v ) - : '

A great number of communltles 1n the Passalc Rlver Bas1n
- are. trylng to do thls on a voluntary ba51s and T think it
could result 1n a substantlal reductlon ln munlclpal costs.«

. Your garbage dlsposal 1s one. of your larger expendltures in
many of these communltles,g, o ‘

Our exploratlon 1nto the many programs of government
financ1al ald dlscloses a fallure to co-ordlnate acthltles.v
“We - need a systems approach to- the restoratlon of our cities
. and’” the development of the State. What is so commonplace
in 1ndustry appears to be a startllngly new concept to govern-
ment@ I . was a. securlty analyst and one has to be plannlng what
‘a whole 1ndustry is g01ng to be dOlng. One has to be looklng
‘at the whole plcturev— your source of supply and your source
of outlet. In many branches of government we. flnd trans-
portatlon, educatlon, health, all operatlng separately as
though the other one didn't ex1st. ‘No one seems to be pulling
all this together. e : . '

The fallure of: exlstlng programs in splte of their
venormous expense can be laid. squarely on" the fallure to take
an over-all view. to the needs of man. _ e

_ We have spent several months rev1ew1ng the expendltures,
forecasts, and results of education. - Educational expenses are
large and‘apparentlyv11m;tless.g I have even been to meetlngs

.on how to forecast future expendltures and.lt looks to me,‘unless

we ‘change the way we are doing it, all the money in the State
will be,abs0rbed_by_education.a Since‘it is the largest single
item of municipal expense) taking .on the average over 56 per
cent of localxbudgetSEand forﬂmanyhcommunitieSmas'high as 80
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per cent. ~a'end, 1nc1dentally some*of those w1th the 80 per cent
couldn’t adjust it downward if ‘they: wanted to, even ‘if they
found a: cheaper.way to do it - the State has set standards

so they can't lower it'ééxwe'callfforiyou to hold a special
hearing on educationaldexpenditures and results in this State.
We heed some statewide standards and it doesn't have to be |
uniform. What we are flndlng is - and I am taklng Somerset

County because I spent a 1ot of time talklng to the County

Superintendent of Schools - he has been very sympathetlc on
this - out of our vocational school we are placing almost 100
per cent people in‘industry;“‘Wefare actually training in that
county'people for jobs;  Now the same'thing is not happening
in the cities. 1In fact,'one of the things that 1ndustry is
saying about Wanting-to“moVe out of the cities is the fact
that:we are’not'training’the7people to flll the JObS. They
can't read and they can't wrlte,_so they don't want -them.,

We need someestatew1de standards. Educatlon should be
aimed at producing a person who will contribute to the quality
of life index. Because of the environmental crisis, we must
abandon the concept of produc1ng bUllt—ln Obsolescenceo._we'
must return to the craftsman concept of quallty. There should

be a reuevaluatlon of the needs for serv101ng existing

products and bulldlng new products “for durablllty and env1ronmenta1
- quality. Education’ should become functional and, 1n SO d01ng,

less expensive. I would like to‘quote Mrs. ‘Margetts' statement
to the“Committee.on”Labor and Public'Welfare, Unlted States
Senate, with reference to environmental education:

"Most people today do not realize that the human
relationship to the environment presents one of the
century“s'greatesthhanges and one of education’sh ’
most serious challenges. ‘We need to educate an entire
generation“of'citizens;“planners, developers, engineers;
economists, and scientists to understand-that people
are part of the env1ronment and what effects the
env1ronment ultlmately w1ll affect man.“,



‘This statement only emphasizes the need to reappraise
our entire educational. systema, v |

Local government can be made less expens1ve by a
change in attitudes, by the development of the-concept of -
“commﬁnity“ and the use of citiéen-volunteer services. It
can be made less expensive by eliminating‘inflexibilityg
by a change in.civilfservice;which»keepskin'government those
without the necessary skills at public. expense. It can be
- made less expehsive by eliminating short-term expenditures,
such as the dredging,and desnaggingoofbour rivers,and finding
long=term lessvexpenSiVe>methods; .8=298, for'example, proposes
$4.5 million be made available for dredging. Such a solutiocn
shifts flooding dewnstream, increases pollution, destroys
wildlife habitat, kills vegetatlon along our rivers and
results in a need for more dredglng and desnagging in only
a couple of years. As long as this expen51vevpractlce,1s_
continﬂed, real solutions will not be sought.

In all of our plannlng, ‘we must begin to relate the .
effect of our actions in costs to every level of government and
in terms of environmental quallty.' In a quick review of the
Hackensack]MeaQOWS Land Development Plan, we see just such a
failure. The plan does hot include water supply, and yet
200;000 persons‘will,live.ﬁhere and more thousands work there,
with a minimum daily requirement of;200,gallons per persoh for
individual use. Industry is planned for this area which will
require thousands if not millions:of;ad@itional gallonSgof
water. Who will pay for the water supply? This should be of
concern to every mun1c1pallty in the State. - Our failure to
consider the Meadows as’ an. 1ntegral part of the State may
result .in higher costs‘for‘every level of government. If
such a/“modernmday»Venicd’is competitive to.areas like Jersey
City and Newark, if itupreventsfthe revitalization of our
cities, it will be an additionaloburden not only to those
' municipalities‘bUt_to_ﬁhevState,astell.‘ Should: we not ask
ourselves what we a;evdoingowrong that such a city is proposed

for an area of unnatural development when vast sections of
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our cities sohbadlyineed/justvthis,type of;developmento

The fault'lieS'in_our,tax,structurejgitrlies,in.ourceducation_

system; it lies in our'concept_of citizen participation..

_\éertainly avcritical'appraisal Should be made of any large

development 1n this State with’ regard to future public

- expense on a broadervba51s. -Without such an env1ronmental

- economic approach, we will,have no means. of meetlng the

financial crisis in:this State. What we need now. 1s a state—

- wide commltment to the env1ronment,,“

This type of plannlng will complete the c1rcle° It .
involves all areas of development 1nclud1ng the burden or ,
benefit placed upon the rest of our State or neighboring states.

We can nolonger con51der one area 1solated from another,

' whether it be educatlon, planning, or taxes.; Therefore,y‘,

‘after having duly studled the 1mpact of env1ronment upon our

munlclpalltles and State,,we suggest that thls Comm1531on
submit a spe01al report on this. subject because of the

1mportant role played by all levels of government 1n this

'regard. Thls is the flrst opportunlty glven ‘the. publlc to

1nclude env1ronmental problems and solutlons lnto the budget
progectlons of mun1c1pa11t1es and the State.:' hv_
MR, WILENTZ~~ Mrs. thtle, thank you very much. Some

members of the Task Force may have some questions.

‘MRS, SHEEHAN@ On your p01nt about educational expenses

and the resultSaof the 1mpact on-the local budget, you suggest

having a special hearing on. the expendltures and the resultso,

 What would really be the. purpose of this hear1ng°

MRS. LITTLE-H‘I think to- explore the p0551b111ty —

;You see,. the way we are going now - -one of the thlngs that

1nterested me as I went to our Department of Educatlon and
several county Departments of Educatlon .was when I asked them
to ‘forecast not for, 10 _years. but for 5 years, they told me h
they couldn't., Then I went. and checked how much expendltures

had increased. For my . county alone, it has gone up 18

“per cent 1n the ‘last year,A When,I went to them,'Ipsald,



“What 1s 1t g01ng to be 1n 5 years7“ They sald, “Tt's impos-
sible - we can't tell you. The' sky ‘is the llmlt. Then I
went and talked to the men maklng the progectlons, the
statlst1c1ans, the people us1ng the calculators. They said,
"Well, we can't do it. We can t forecast it. Education may
_double." So I said, "What can: we do to cut the cost of
-educatlon and at the same time: 1mprove the results?” I think
educators themselves ought to He ‘involved 1n such a discussion.
I asked them if we could use thelr bulldlngs betters. They
Sald "Yes. We mlght get another semester out of it. We
mlght ‘get a little bit thereo . ' :

Most of our education costt in this State are involved
in two klnds of thlngs. Your salarles run sometimes 60 to
70 per cent. Sometlmes your transportatlon cost is a major
factor - is like 25 per cent. These thlngs are 1nflex1b1e.
We don't know ‘how we can change them,\ ” ‘
So I think if you would hold such a hearlng and see
if we can t ‘work out some new ways to handle the educatlon
prdblem in the State, 1t would be helpful I even have in
'mlnd us;ng ‘some of.our,hlgh school klds tovteach.thefyounger
grades. That soundsvfantastic;_-But‘Withlthe population
increase like we,are getting, I dOn“t_see‘hOW we are going to
be able to support the cost of educationlas‘it is presently
constructedg_ I also look at these kids and find that some
" of them are bored by what they are gettlng in their school
systemsu' so I thlnk maybe an apprentlce type situation in
your high schools or in your Junlor colleges may be your '
only answer. I am very ‘much opposed to 1ncreas1ng the size of
classroomsa I have been worklng in env1ronmental education
and one of the greatest empha31s we have is on 1nd1v1dual
contact. I don't llke to deal w1th more than 15 ¢hildren at
a crack because they lose their 1nd1v1dua11ty. They lose
'thelr 1nterest They don t learn as well when you throw them

into 30“s and 40°s. So the answer ls not in 1ncrea31ng classeso

And perhaps the answer is ‘in some sort of way of u51ng the

: 30 :




| ¥

-*/

chlldren already in the school system to help us educate those

;1n the lower grades._ That“s revolutlonaryev They w1ll throw

me out for that onem~h_ , : o L
" MR, WILENTZ.“ Any further quest10ns° »Mrapweathersby?
MR, WEATHERSBY~ I was just wonderlng‘on thevHackensack
Meadows. Development where would you put the'responsfbility
for that? _. | ‘ .
MRS . LITTLEw Well thls is a prlvate deyelopment and I
thlnk when you takeaalook at thls thlng, it is for the wealthy°

There is no prov1s10n in here for even the mlddle class.

I think you have to be very cr1t1cal of thls,, Why should the

State of New Jersey be respon51bleﬁ_ and readlng this
report I would say they are 901ng toibe respons1ble not only
for the water. supply, whlch 1s totally m1ss1ng = T have a
good idea where the water supply may come from and I know who
may have to pay for it because I have been studylng water
problemsrinvnorthern New‘dersey But suppose you have to
build a reserVOLr for those people,‘ That is going to hurt
somebody. If it 1sn“t in the meadows, it is going to hurt
somebody s standard of living. It is going to increase
mun1c1pal costs across the board. And if‘the‘Statevpaysmfor
the building\of the{reserVOir;iit is‘goingbto be a pretty'
sizeable hunk of. money; It seems to me that anybody now
comlng lnto the State of New Jersey has to brlng their own
stuff with them, A c1ty that size has’ got to brlng its own

resources, espec1ally the water resources. That s only the

' beginning, 1nc1dentally, They are expecting some help on the

building of the city.

MR. WILENTZ: Mr. Frank?

MR. FRANK: I take it that while you state in this
report here that you belleve flrmly in the need for home rule,
but you see the answer,;lf there is"an answer, prlmarlly with
the State. You areﬁtalklng about_a\State Conservatlon_Comm
mittee, a statewide, enyironmental”program, stateweducational
standards, Where 1s the home - rule’ v, | ‘ ) , ‘

MRS . LITTLE, My thoughthere is, what we are mlss1ng
even in our cities is this sense of community, pulling people

31



together° What happens when you lose a sense of communlty is
that people pass it on to the State. They pass everythlng on.
You don t get any volunteer serv1ces anymore. As a result
of that it increases the cost of government, if in nothing
else, in 1nd1fference,d - o

° MR, FRANK: But doesn t your program increase that by
pass1ng more and more things to the State’

MRS LITTLE: No.. I thlnk the p051t1on of the State
should be a policing functlon, an equallty-settlng functlon,
and some of these quallty standards cannot be set by mun101pal~
ities because of the dlfflculty of~ thelr meeting 1ocal pressures.

If you. try to make a statew1de standard for flood plaln zoning,

you find one mun1c1pa11ty»gLV1ng something a little extra.
You can build clbser“&bthe river in“community A than you can
- in B. So come and bulld here - 1ndustry come and build here.
If the flood plaln ls not protected the total State pays.

If you build in the flood plain, the result has to be a dam
or a dike. So I think where those kinds of things exist -~
“and educatlon ls another one = where those klnds of thlngs
exist we want to set quallty standards and we need to do
over-all policing. The leadershlp then comes from the State.
But on certain thlngs where we can push back or roll back
costs or get c1tlzen 1nvolvement then you should try to

put 1t up - to the mun1c1pa11t1es to do it é the handling of
your local garbage, when you are. talklng about recycling,
when you are talking about crushlng cans. Let's not throw
all the cans into a big.barrel and send* it down to Trenton.
Let's crush them and take care of them at home and see how
many people who live in this area will contribute their time
and energy to it. . ‘ '

' The only reason Ibbring up’recycling is this'thing bugs
me. I am 1nterested in the big thlngs llke taxation. But
the people who llve in thls State are very concerned about
the environment and they are demonstratlng this by month
after month trylng to do thelr own garbage collectlon, I am
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talking about ‘Florham Park and Bedmlnster and - Randolph
Townshlp and a thousand other places. All these little
people are trylng to do this as their commitment. Now if
you could get that kind of commitment;in local'goVernment,
you could reduce the cost of local government‘because you
would have volunteer services. This is what I am after.
MR. ‘WILENTZ: ‘Any further questions? ‘
I take it that you feel there would be economies in
having each municipality do its own recycling. e
'MRS. LITTLE: ° I think so up to ah area. It depends
on population. o ‘ _ ' ‘
MR. WILENTZ: Do you think that the State needs a new
revenue source, Mrs. Little? R | o '
©  MRS. LITTLE: I am afraid so. I am not sure income
tax is the answer.  We have been kKind of kicking the"thing
around. I think what we need is kind of a moral reawakening.
Why must even the wealthiest cbmmunitieé come for money to
the State and Federal government? 'Let"s try to get users to
pay. . _— e : B
' I have one really wild idea and that is when we are
acquiring open space land, why can t we use some of thls on
a revenue-raising basis and until we have paid for it, certain
uses of this property would be on a fee basis? You do this a
little bit anyway with hunters. You charge a hUnter to '
go hunt on a piece of property. You charge this kind of thing
when you run a turnplke. You put the turnpike up and until
the turnp;ke is paid for, in most’areas’you make a charge |
for it. I think we have got to begin to seek that kind of
revenue., ‘, ‘ ' o '
The trouble with the‘incomertax;-it is oPen—ended° We
start having an 1ncome tax and where do we stop° ,
‘MR, WILENTZ: - You wouldn"t charge revenue for educatlon,
however, I assume. B
MRS. LITTLE: Maybe for certain kinds of education.
Maybe that is one way to ‘use your bulldlng Hold dancing
classes in there afterwardso o
33



I think your basic education very definitely ought
to be available to the public. This is part of our democracy. -
You can't teach people to be citizens and be responsible
if you don’t give them a place to learn.
MR. WILENTZ:  Professor Reock? - , ‘ _
MR. REOCK: Just to pursue. the subject of statewide
educational standards a little further - were you suggesting
both the establishment of performance standards which might
provide for a minimum level of performance in terms of
education and also the establishment of expenditure standards
which might provide a ceiling? You seemed quite concerned
with the expenditures.
MRS. LITTLE: I will start with your first question.
I think we should have standards and I think one of the ‘
things that is missing=--no matter what community you are
dealing with, we have put a tremendous emphasis on sending
children to college and I think some of them are not mature
and ready for that. I have met in cohservation many people
without a collegé education who are very, very well self-
educated. They became motivated later in life and they have
learned what they need to know. o
I think the_kind'of thing we need is to find out
what jobs our society needs done and to train people for what
they are capable of doing and to try td get them out and
function in the soéiéty, Now I have taught at Fairleigh
Dickinson University for seven years and I struggled with
this problem. I had text books which didn't relate to the
real world. So I said, "Fellows, read the text book and I
am going to bring in the stuff from the brokerage house and
I will show you how it is done when you go out in the real
world.” I think we should try to relate what we teach in
the schools to what is needed in life. That's the first thing.
What I mean by standards is that you might have a
series of standards. Someone might be going for a vocational
background. Somebody might‘be'going for a college background.
There may be different kinds Ofbthingsf—‘A,'B, and C that you

34




i/

set up. Lo o ‘ o
The second thlng is the 1nflex1blllty 1n the way our

school system ls handled. We have certaln regulatlons@“

For example,_ln my town ‘we had a bulge a couple ‘of years'

ln “the fourth grade. I went to the Board of Educatlon and

- ‘said, “How about u31ng some of thls pre fab hous1ng° Thls'jf

is one class that . 1s a huge bulgeoﬂ Are we g01ng to have to
build a whole new bulldlng on account of thls7”_ The answer
turns out to be, yes._ We are inflexible in the way"we'handle
our’eXpendituresa "Our whole soc1ety is. 901ng to have to -

‘_become’more flexIble.. We can't bulld all the roads we want

We can't have all the thlngs in the same way we have always

“had them because there are too many of us.

MR REOCK-‘ They are very valld concerns, but I am not‘
qulte sure how you would translate them 1nto standards@
MRS, LITTLE~37 This is why I think it would be nice
1f we could get the educators themselves to work on thls@'w
They prdbably very much resent me.3 I am a neWmcomer 1n the’:

'fleld of env1ronmental educatlon, I am getting some recognltlon
- for the work I am d01ng. I w1ll probably have my. head chopped
_off for what I have sald about educatlonm‘

MR, WILENTZ,f I doubt ‘that very much Mrs. thtle@.i'he

educators are gettlng qulte used to hearlng from the c;tlzens '

and maybe some day they w111 be re51gned to. lt ‘but I am
 sure they don' t resent 1t.

I want to thank you very much for comlng here and forv‘
your testlmony ' N [_‘ ' | o .

I assume that Mr, Male, Mr'._Me-holick,”Mayorvauther:,
are not in the room. R ' ' -

Is Miss Unsel here°

MISS UNSEL: Yes. , T

‘ MR WILENTZ-7 Mlss Unsel before you start your testlmony _

I wonder if you could tell me very brlefly about how many
people are in the Federatlon of New Jersey Taxpayers and
what your p031tlon is w1th themg”



GERTRUDE E. UNSEL: I mention it in my
N testimony'here. I am on the Board of Dlrectors of the
'Federationa I couldn t glve you the number 1nasmuch as 1t
is made up of local groups throughout the State. It would
_ball dependuuponvﬁmt.the total membershlp of each group was.
I don“t _know whether that has been tabulated or not.

"MR, WILENTZ: Thank you. You can proceed w1th your
presentatlonq , C o ‘

MISS UNSEL: My name is M:..ss Gertrude E. Unsel. I
am a res1dent of East Paterson, a member of theEast Paterson
E Homeowners Ass001atlon, and a member of the Board of D;rectors
of the Federatlon of New Jersey Taxpayers, Inc.

- Before any thought be glven to costs and allocatlons,'
the topmost questlon should be, What seerces are legltlmate
under our American system of government° Pollce and fire
protectlon, water»supply,’sanltatlon fa0111t1es, roads,~and

“basic5education, are these services'which‘rightfully belong
v vto local government where ‘the people can control costs ‘and
:a_allocatlons accordlng to local needs, whlch differ w:.dely°
- _* Transportatlon, hous1ng, banklng, lnsurance, mortgages,
‘;medicatlon, and the llke, government-owned or subs1dlzed ‘belong

".M;to the soc1a11stlc totalltarlan systems of Europe, As1a and

f.otherbareaS-of_the OldVWOrld. In fact, under the New,Jersey
fConstitution subsidies to any private cOmpany are strictly

. forbldden, and there is no prov1s1on for government take-over
of any of these operatlons, Paradoxrcally, ‘another section
"of the same Artlcle of the Constltutulon permlts tax abatements
'to developers under urban renewal and model 01t1es programs,
much to the detriment of f1nanc1ally-strlcken c1t1es like
'Newark and Paterson ‘which are now crylng to Trenton for help?
"What has happened to A,merJ..ca'> ‘What has happened to

' New Jersey? Why cannot prlvate 1ndustry prov;de transportatlon,
'hous1ng and llke services at a proflt as 1t has done in the

past'> Because of government competltlon° Repress1ve regulat;ons’

Profit restrictions? You bus1nessmen know the answer. The

population cannot be blamed. = It has 1ncreased only 18.2 per cent N
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in the past ten years while State expenditure has reached
outer space with an increase of 270 per cent.

What are the trends in current expense budgets and
capital needs? Up, up, and up, in total disregard of current
economic trends! What services of municipal government should
be made a county, State, Federal or regional responsibility?
None! The cost would still come from the pockets of local
taxpayers with a resulting loss of control by the citizens, plus
an added cost for the trip up to the higher level of govern=
ment and back. For this reason, any proposals for so=called
Federal sharing should be dropped.

The Federation of New Jersey Taxpayers 1s opposed to
the granting of power to counties, municipalities or school
districts to levy and collect local non-=property taxes. We
oppose any increase in taxes in any form. We also oppose
the unconstitutional so=-called cooperative use of public and
private capital for government operations. Mixing of public
funds with private capital is immoral as well as illegal.

We have stated it before and we will repeat it again
‘and again: Taxes must be reduced - government spending must
be cut! The people must be allowed to keep more of their
wages so that they can afford the services they need. They
must not be compelled to become dependent in a country which
guarantees independence? I thank you.

MR, WILENTZ: Thank you, Miss Unsel. Do any members
of the Task Force have any questions? [No response. ]

- Miss Unsel, even though I respectfully disagree with
practically every point that you make, i want to thank you
for coming here and want you to know that the Task Force
appreciates your presence hefe, as I géther you have been at
other meetings.

MISS UNSEL: I would like to ask you something. Would
you be opposed to the principles of the Declaration of
Independence and our United States Constitution as written?

MR. WILENTZ: Perhaps we can continue that discussion
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later, but right now we are goiné to proceed ===

MISS UNSEL: Well, you disagreed with my points and
my points were based on the Constitution of New Jersey and
of the United States. So I think this is where all the
trouble comes in. We are departing’into another field which
is not authorized by our written charters.

MR. WILENTZ: You are entitled to your point of view
and I am to mine. »

MISS UNSEL: I think the Committee should consider
these points. . o .

MR. WILENTZ: I gather'Mr,‘Meholick is in the audience
now and we would appreciate it if he would give us his
téstimOnyu

GEORGE T, MEHOLIC K: Mr. Chairman and
menmbers of the Task Force Committee, I am here today
representing the Honorable Dr. Ralph P. Barone, Mayor of
the Township of Woodbridge.

MR, WILENTZ: May I just interrupt one second, Mr.
Meholick. Are you also appearing in some capacity on behalf
of the New Jersey Municipal Management Association?

MR. MEHOLICK: No, sir, I am not.

MR. WILENTZ: All right. Thank you.

MR. MEHOLICK: The’presentationvthat I am giving is
a presentation of the Township of Woodbridge through its
Mayor. |

Mayor Barone asked me to express- his regrets that
he could not be here today. But I did review and go over
with him very carefully the various points that he has made
in his presentation. ' ' ‘

I know you are busy and I don't want to take too much
time, so rather than read his statement, I will review each
point. |

[Complete statement of Mayor Barone can
be found beginning on page 107 of this
transcript. ]

It has been brought out that‘there_are approximately

five areas that we are concerned with. The first point is
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the matter'of'education. Our'educational c0sts’in“WOOdbridge
constltute almost 70 cents out of every property dollar'

of tax that is ralsed. And although we are the fourth largest
school - dlstrlct in the State, the percentage ‘of our total

' school revenues whlch comes from State ald 1s only 15 per centp

while the State average ‘is close to 30 per cent There
are other similar communltles w1th these klnds of prdblemse L
We are not unique. _ '.‘ ’ " o ' |
" The. Mayor feels that ‘we ought to serlously con31der the
Commlss1on Report on. State Aid to Local. Government ;ssued oy
the’ Adv1sory Commlss1on on- Intergovernmental Relatlons that
was publlshed ln Aprll 1969 and may. I quote from one of 1ts__v
recommendatlons on page 2 near the top: “;‘ai assumptlon'
by the State of substantlally all fiscal respons1blllty for
flnanc1ng local schools.,gro and assurance of retentlon of
appropriate local pollcy_maklng authorltye“_ However, because ofa
t he very dire SLtuatlon fac1ng our homeowner~taxpayers todayp |
it is felt that some substantlal lncrease as an 1nterlm kind
of thing ought to be conSLdered lmmedlately,,even before a
restructuring, so to‘speak, of.the State's tax system_ls
completed. o » o D
'Anothervproblem'that“iS“facingvmany,'many local com="
munities is the matter raised in point 2 of flood control.
Many c1t1es klnd of leave thls to the tall end of their
expendltures, Yet lt is very 1mportant. We are at the moment o
faced with flnanc1ng $12 to $15 mllllon worth to allev1ate '
‘floodlng in our communlty. Many, many cities have ‘the same
kinds of problems. We feel that something ought +to be done
in terms of flood control and damage control N o
The third po;nt has to do with the matter of refuse
and sewage dlsposal. This is another serv;ce performed
by our local mun1c1pallty, but agaln 1t ls felt that thls
ought to be poss1bly a reglonal authority of some kind. .

leth;n the next four to flve»years, we Wlll no longer be

able to sit and talk about it; we will be inundated - we will

be in real;trouble"Withtthewmatter of solid wastes. We feel
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this kind of a resource should not be necessarily limited

to thé property tax, butfought_to’consider other kinds of

alternatives in order to provide this service. It does

inVolve ecology. It does involve the wasting away of

resources, clean water, etc. | | ;
However, itvis felt without subStahtial aid from

some kind of a broader=based tax capacity, these facilities,

which are long overdue, will simply not be built. We are:

at the moment in the midst of trying to combine solid and liquid

waste togethér into one operation. As a matter of fact we
had a'public héaring on an ordinance juét yesterday putting
the question to a public vote: Shall we do this? Shall we
treat solid and liquid wastes together in a given plant?
Point 4 that we want to raise = Although there are
many othér services that we feel ought to have some aid, we
feel, at least as far as Woodbridge isvboncerhed, again we

'oughtito.consider education, flood control, solid waste

,_,control, as well as air polluﬁion'and drug .abuse.

We feel that home rule would remain substantially
unchanged. We are just asking for;a fedistribution of Federal
and State monies. But what‘We.are saying is that we do not -
have the capacity nor the means to raise the kind of revenues
that are going to be needed to meet these demands that
presently are being asked of the local community. We cannot
afford the necessary research and development techniques to
do this. We feel that many_of-these'are'éonsumer oriented,
that the,prdblems; therefore, should be solved by private
' industry, by the priVate enterprise system, joining us in
a team-work effort._‘But this means money.

7 infconclusion,_whatrwe are saying is that we need ..
immediately,,shorterange, some kind of immediate State aid.
Now there has been quite a bit of talk going on this year in
many Qf the conventions - the City Management Convention, the
Convention of the Mayors, and the other large municipal and
other professional organizations - that there ought to be
a Federalbrevenue sharing plan. We endorse the principle of
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Federai revenue sharing;',As to the mechanics of this, this
ought to be worked outo‘ But I think outr main purpose, our
main po;nt, in this presentation 1s that we ought to look

at alternative ways of provrdlng us with the kind of revenues
that we need. ‘ } R

Point 2, we ought to find and have‘the necessary
research and development techniques to do this.

We think Woodbridge is outstanding in innovation and
in means of trying to meet these kinds of problems. I cited
the matter of the combinatiOn'of‘the solid and liquid waste
treatment plant that we presently have on the drawing boards.
We are presently asking for Federal and State.aid for it.

I would be glad to answer any questions that you may
have related to this presentation or any other matters relating
“to it. ‘ - | , .
. MR. WILENTZ: Thank you, Mr. Meholick. We appreciate
Mayor Barone's concern about‘these*matters to the extent
of having someone here to give us the benefit of his views.

I believe you will have some questlons from members of the
Task Force. ‘ o , , ‘

MR. WEATHERSBY: I just wonder in terms of the question
of more revenue if you have suggestions or if the‘Mayor proposes
new sources of revenue. ‘Is he talking about new State taxes
or does he have in mind a taxation program?

MR, MEHOLICK: A good example is‘the Bateman~Tanzman
Bill. That has been pending for some tlm.eo That would'haVe
provided some stopgap help untll a: master development plan is
completed But on the local level, I think it is well
documented that State aid, at least to “the educatlonal system,
could stand a shot right now. ‘ -

MR. FRANK: I am just curious - what is the tax rate
of Woodbridge? ) | - o |

MR, MEHOLICK: We are About $6.50 per hundred dollars.

MR. FRANK: Is that on a 100 per cent_valuation?

MRQFMEHOLICK{; That ‘is on a 50 per cent valuation. We
recently had the town revaluated so it is fairly recent.
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MR. FRANK: You also are'a-memberzof the New Jersey
Mun1c1pal Management Assoc1atlon7 . - , _

"MR. MEHOLICK: Yes,AI am a member . of the New Jersey
Municipal Management Association.

MR, FRANK: Are you convinced that the shifting of
the responsibility of certain of these services, such as sewage.
and waste disposal, w11l end up as a cost reduction or is it
your view that in any event it is a more equltable way of
distributing cost? oo R

MR. MEHOLICK: I think I can answer in the positive
in both ways. It w111 be equltable and there will be a re-
ductlon in coston I served as a c;ty administrator in West ;
Orange for about s1x yearso. They are a member of the Joint
Sewage Authority. I was amazed;at:the_eost to treat that -
city of aboutZSO 000 -~ the annual cost of treating sewage. -
,whlch completed the whole system, thé*interCeptor sewers =
‘they are emptying it, by the way, 1nto the Arc Kill. It
‘was roughly $40,000 a.year. So you: see regional planning
makes sense. It is effective, efficient and everyone shares,
depending upon the;amountIOf_seWageethat:is put into the |
system. You‘are'reserVed'a eertain“per?cent} say, 10 per
cent of the total flow and YOu'are charged”for that flow.
And if you don't need it all, you can reserve what you need in
the’ 1n1t1a1 planning. - ' _ '
' ~So I belleve that reglonal solutlon unquestlonably -
we have a reglonal air pollutlcn committee now that has been
recentiy ofganized primarily through the efforts of Woodbridge,
'which’is taking care, we think,\verY‘well, of at least a
start towards our'prdblems of air'pollntion° We want to move
into the area of drug abuse and other kinds of thlngsm- We
are’ thlnklng of our solid and’ llquld wastefsolutlon, We are

1nvolved in a consortium with three or.four cities. We

think this is the way to do it. The boundary lines or éorporate'

lines no- longer are vallda' _ :

' ._ MR. FRANK: ,Turnlng.forfa moment to aséumption by the
State of substantially all fiscal responsibility for financing
local sehoolsw'do-you think that there really can be any

e il . 42

&



effective retention of -local policy dec:.s:l.on--making'> For -
example, suppose the State allocates a certain amount per
student, if-that‘were~to evolve,"yet Woodbridge wanted to
spend more. Do you see that being a conflict?

‘MR. MEHOLICK- No, I don’t. I think the Cons titutlon
of the State, as. we have indicated here in the statement, says '
mthere shall be a certain level of instructional conduct. We
are- saying that that is not being met and in many instances
because of lack of funds. I am not saying that State aid is
going to substitute for home role. At the moment, for example,
the State has certification of teachers. The certification
iprogram in no way is affecting home rule. You still decide
- whether you want,these,teachers_or not. Certification, I
think, is a good'thing, ; | | _ _

| So I think the certification, State aid, all of these

AkindS'of things, merely insure some basic uniformity through-
~out the State. Whether you live in an urban area, a ghetto
'area,,a rural aréa, or What have you, quality»Of education -
is a- baSic'constitutional mandate of this State. The revenues
'needed to do this are mighty difficult to ‘come by because of
the many different kinds of c1rcumstances that our communities
.are found facing. Many of the corporate areas ‘were formed many
years ago. As I understand it, Woodbridge proper - the corporate
limits that are there now are almost 300 years old.

MR. FRANK: 1You_don’t'see‘any danger to reducing the
level of the educational standards in a particular community?

MR. MEHOLICK: .I do not. What you are saying is that
by raising others, 1t is sort of like a levelling process?
No, I don’t see that. I see an upgrading. I don’ t think
anyone will tolerate the watering down of education. I see
an upgrading. I mentioned the certification program. ' The
stating that every teacher must be certified by the State
certainly has not hurt anybody That used to be a decision

made locally.
- MR. WILENTZ:‘N Mr. Meholick, at these Task Force hearings,
‘usually the mayors that appear are the mayors ‘of the central



cities, the cxtles that are: 1dent1f1ed most prominently;
certalnly in the press and: probably in the public's mlnd, as
.those in the greatest need. I 'wonder if :you might comment
on what seems to be a built-in conflict between the suburban
areas and the urban areas. I-am famlllar-WLth Woodbridge.
I am familiar with some of- its problems and the problems _
that the homeowners in. Wbodbridgeffeel'affect them very -
badlya Ultlmately when there is State aid available, there
is always a questlon of dlstrlbutlons - The Mayor of Trenton
was here. He,drew,certaln;comparlsons between costs in-
Trenton and in. Lawrence Township;; He suggested that prlor
.dlstrlbutlon of State aid on a State’ populatlon basis or |
perhaps on a per pupll«basls,was:;;mmoralo I think that 'is
the word he used. What is your position or what are your '
thoughts about this question of distribution of funds -
~and I refer particularly to the suggestions often made that in
distributing State aid the peculiar needs :and the peculiar |
burdensrthat thetcentral eities'have>should.beltaken into
COnsideration and that formulas for-distribution of State
aid should favor them over ‘the sdburban areas? .
5 MR. MEHOLICK: There .is no question that the major
communities do have a»problem 1n'allocat1ng the property tax,
.which 1s their maln source of paylng for the cost of the
school districts. . Many of - the major,CLtles are having problems
in 1ncreas1ng their rateablesa In fact, they*are probably. -
I am. speaklng generally now = - losing them.- I have spoken to
Mayor Nardi of Camden. I know some .of his problems. ' |

Now I do favor a formukw developed by people who are
‘competent in the field. I attehded a hearing. not too longu
ago in this Veryiroom‘wherefthis subject was,debated at great

‘length. . .I heard Dr, Marburger and'many, many other professionals

who are much more qualified thanllp,hBut_inrthe main;vae-l:
recall’their;recommendati@ns,.theygdidgagreewthat there has
to be some kind of formulad that will take into account the
economic,~socia;,,pOlitioaim,andcall of these other ramifications

that some of our~major:citiesthavé, -lndeed,;many,of"the
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problems stlll ex1st 1n the smaller communltles., New Brunswrck

is an example of a smaller communlty w1th blg—c1ty problemso

._;So ‘you have to examlne very carefully the nature of the

communlty that you are speaklng of b R L
L I mentloned earller the Bateman-Tanzman Blll,' I know
they went 1nto great length 1n preparlng that blll in settlng
up certaln crlterla that would prov1de ellglblllty as to‘
certaln klnds of funds, the amount, etc.‘ I do agree. - and
I am sure Mayor Barone agrees w1th me.—»that there has to |
be some klnd of an equltable dlstributlon formula that is
made up by people who know the fleld..u‘ T '
MR. WILENTZri Do you have any p01nt of view on the

' questlon of whether or not State ald should contaln strlngs,
‘should contaln standards as dlstlngulshed from outrlght
grants to mun1c1pa11t1es° PR o

~ MR. MEHOLICK- I feel, yes,tthere ought to be certain
ba31c standards.. And I thlnk thls 1s a mandate of the State
to lnsure that certaln standards are met,.partlcularly if

they are to become 1nvolved _ I mentloned one earller,_-

certlflcatlon of?tyachers t”_mppﬁhvertal'ﬁbas1c requlrements
:so they can be certlfled to teach in the system. What y'
other standards may ‘be set up, I thlnk would have to be Av

_ determlned agaln through a serles of lengthy dlscuss10ns ‘and
| possibly publlc hearlngs.u But I do agree there are some"
bas1C‘standards, yes.~“ I ﬁ' ' ,

"~ MR, WILENTZ°* Any further quest10ns° if‘nét, we thank
you very much for comlng here and glv1ng us the beneflt of
your views. ”"l , "‘,“ I ’ N o |

. Mr. Mark Jones, please.

M A RK Mo'_ J O N E S.z Mr Chalrman and ladles and
gentlemen of the Commlttee. I sought the opportunlty to‘
appear here today as a sort of self—app01nted agent of ‘the .
publlc 1nterest. The background from Wthh I do 80 is not
only that of a c1t1zen and taxpayer of New Jersey, but One.
who has devoted a couple of llfetlmes to the study of how .

really to 1mprove the scale of llVlng of 200 mllllon people°

o 45



Thls was carrled on pr1n01pally on behalf of the large
phllanthroplsts and the large foundatlons, the large
corporatlons and the Federal government. Detalled descrlptlon
of it, of course, would seem 1ncred1ble. So I omit it, I hope
anyway@' I would ask that the prepared statement whlch I have
here and which has been flled w1th the Secretary be lncluded
in the record and that I comment on some of the basic o
questlons which have been presented here by your questlons
‘and othersobw’ o FO A

MR. WILENTZ: Fine; We w1ll see ‘that it is 1ncluded
in the record Mr. Jones, and you can Just proceed in any '
manner that you see fit, - S

[Statement sdbmltted by Mr. Jones can be
- found beginning . on page 112 . .of this
transcript.] - .

- MR. JONES: Thank you.,' .

I thlnk 1t'1s 1mportant to cons;der the background :
from whlch you have to approach thls questlono_ The fact is
that we llve 1n an era of approx1mately 36 years or a gener-
atien, ln whlch we have been trylng as a natlon to glve :
'practlcal express10n to. the dream of the 1deallsts who beganf
with the thought that all men are born equally 1nte111gent
and good and that it 1s only as thelr 1nst1tutlons _corrupt.
them that they become somethlng else., Therefore, if you w111
’glve them all an equal educatlon, they w1ll all be equally
“1ntelllgent and gooed. And that 1s the ba31c philosophic
pr1nc1ple whlch for a hundred years has been grow;ng up and
which now dom;nates our thlnklng, even though we don't know
it. _ o S
© From that polnt I go to the fact that we are in an
era of false expectatlons.ﬂ The effect of thls exp101tat1on
of enllghtenment.whlch has roughly dated from about 1933
has resulted'in a terrific 1nflatlon ‘of* educatlon and of
its pOSSIbllltleS and, of course, has left a terrlflc gap
of economic 1lllteracy. That on a large scale lS a very '
dlfflcult thlng to deal w1th. - ' '
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I think,it iSfuseful»to,face the : fact that the greatest
developmentésinceﬂChristianity'has,beenrthe.explosion_of
science and technology in the 20th century.» One of the
features of that exp1051on has been. that the masses have
been glven a vision, .of ‘the pos51b111ty of their belng able
to participate in. the frults of ‘science and technology in
rthelr llfetlme.>:Sorthe expectatlons of the masses have been.
fanned by people who knew whaththey were doing and others
who didn‘t‘knOWZWhatjtheyewere_doing ana now we are in a
,real crisis of expeCtations.s The unfortunate part of it is
that even the most enllghtened leadershlp gives. no promlse
of belng able to cope with it. .

The nature of the prdblem bas1cally that we confront here
is not taxation. Taxatlon 1s_not the problem. Taxatlon is
an effect. It is not the.cauSe,h,The cause is excessive
spending. You have to face the“fact that in the name of
taxation we have dlverted the attentlon of the people and.
the reasonlng of the leadershlp so that we have got our—
selves into the greatest 1nflatlon of the history of the
country w1thout reallzlng what we. were. d01ng. And’I‘think1
that the professors and: the pollt1c1ans, of ‘course, are as
responsible for that, in fact, more so in certaln ways,.than
anybody else. But we are there and the problem of what to
do about it is basic in all these questions that you are
considering. I '

The prlmary 1dea that is worklng agalnst us in thls
inflation, whlch 1s, of course, an 1nflatlon of the publlc
sector, malnly 1s' the non—productlve overhead expense of our
economy, which is government., You may not have thought .of
it, but government is a non-productlve overhead expense of
the economy from an accounting standpoint and it, therefore,
must be held in duehproportion,_the cost of it, at least,
to production and the¢incomebof the people.. Our'failure
to realize that-during‘the past . generation is probably one
of the maln factors in.our present dllemma v

~ The non—productlve overhead expense, of course, is a
formidable thing. That consists of the expenditures of
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the Federal, State and local’ governments of this’ country,
which number roughly 76,000. This year "the annual rate

of expenditure of those units is over $350 billion and it is
estimated so far as ydu;can“deteﬁmineﬁthéirealFproduct,’that R
is betweenVSO'and'GO per'cent of'the‘real‘product@‘ We’are
not concerned about . thls apparently anywhere because no one
seems to be w1111ng to face it But' that’ lS the basic thlng
we are up agalnst and until we reallze that there are very
 definite limits to spendlng by government, that we are not
rich ln ‘the - ‘real sense of the term, wefwilI[COntinue to have
these palns and aches. - : A ' ' o
: One of the factors that has led to the- overlooklng of

~ this elementary commonsense has been the development of self-
interest pressure groups which, of course, have utlllzed the
"thought control system as well as the government to scream
about needs in every ‘direction and to put forward, I feel, .
goais that will be achieved for their benefit and others
at’theiexpenSe of the citizens and the taxpayers;~‘The'result
is that the prevalllng oplnlon w1th respect to the program-
and the polrc;es of most governments is that it is based on
at least 75 or 80 per: cent selfmlnterest pressure proposals

and about 25 per cent the- publlc lnterest,’ The ldea of needs -

I hear all these representatlons about servrces we must give,
the government must do this and must do that - we have all
these needs =~ every tlme I have looked into it, I have found
out that the pressure came malnly from the people who wanted
to get the money to spend - There has been no way that has
‘been properly set up yet by ‘which the real oplnlon of the
people ‘can be sought on meetlng the needs,'except some of
this hokus=pdkus" that is involved 1n_e1ectlons,_wh;ch is a
very'rough'and unsatisfactory method of exercising intelligence.
' Now true growth is oniy‘from'the bottom»upf that is in
the natlonal economy as well as anythlng elseo The putting
forward of these illusions and delusions in the name of need
is an effort, of course;’to promotavgrowth from‘the'top down,
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It can't bevdone. :We?haVen’t;reflected,that'yet,in either
our thinking or our management of,politics’and_government.

You can't run a country_if you are .going .to try and exploit
science and technOlogyﬂon the_basis'of-ignoring knowledge
because the basis of- knowledge iS'science and technology,

and yet that ls what we are d01ng, probably an 18th century '
approach. _ A , .
As to the flscal capabllltles of mun1c1pa11t1es,vI

feel that there is no crisis of the cities. There 1s-3ust

a crisis of those‘who‘would like to do things that will cost
more than they can exact from the. people that'they are for

the time being able to levy ubon.' You have your basic serv1ces,
of course; but after that, the crisis is due malnly ‘to the.
fact that the people thatfare managing thlngs are not

capable of figuring out a way to differentiate the essential
fromvthe non-essential and finance it without getting
subsidies for. thelr lgnorance from somewhere else.

MR WILENTZ._ Mr. Jones, your time is up but I am going
to give you one or two mlnutes more. Then we will have whatever
questlons there are.;~;”g_‘””'. v .,1‘“ s B '"f '

‘MR; JONES: So I feel there are great poss1b111t1es in
working out the economic thlnklng that should be based on
a rational municipal system. But I don't see any signs of
it anywhere because mOSt*of them are now chasing'the‘butter—»
flies of blg money . somewhere else and it can't be done.

As to the housrng prdblem, I spent a year as staff’
director of the Joint Commlttee on Hous1ng in the Senate
and House in Washington and I can tell you that the hou51ng
problem is not at alllwhat Lt_ls represented to be. The
housingbproblem ie primarilyia problem ereated‘by the fact
that the subsidy of privilege granted to the labor monopolies
has caused them to price housing out of the market._vUntil
they get back to.that, they will keep lboking for suckers to
finance the subsidy they get and, of course, they will lose
their opportunity. and thelr market steadlly whlle they are -
d01ng it. ’ ’ '
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‘As to educatlon, of course, that is the ba51c cause
of the s1tuatlon.’ The people that started to put this
‘socialistic approach over on us in the 1930’s ‘admitted that
they were doing so- and they have prlmarlly brought it about
by 1nfect1ng»our thlnklng w1th the propaganda that all that
is the matter ‘with educatlon can be cured by more moneyo
Also I would say to you that hav1ng studled and. spent a great'
deal of time and money on the 1ncome tax, there are grounds
for belleVlng that an 1ncome tax is” ‘not a sound 1dea. You
. cannot maintain a gOLngmconcern economy w1th an 1ncome tax.

)

- We haven“t found it out, [e) that is part of your pro‘blem,j
Thank you. . o ““""f"
' “MR. WILENTZ: ‘Thank‘you very"much, Mr. Jones. Do

any menbers oOf the'Task-Force'haVe any questions they would
like to address to Mr. Jones? Gt o S

MR, FRANK: Miss Unsel who testlfled a 11ttle earlier
stated in her written statement that she belleves, I guess,
that police; fire protectlon, water supply, sanltatibn, roads
and basic education - and the word "basic" is in front of
“education“‘ébwere rightfully responsibilities“of the local
‘government . "AndAMrf'Mehdlick”whorWas’testifying on'hehalf
of 'a c1ty of no more ‘than lOO 000, which would not appear to
have a hous1ng problem or at least not appear to have any
large welfare budget to meet, seems to 1ndlcate they have a
problem meetlng thelr costs solely for those types of services.
And, 1ndeed, I am famlllar with a couple of other 01t1es that
in their effort to meet solely those costs are unable to '
meet those costs w1th thelr present property tax. What ls
your recommendatlon? To cut the cost of these serv1ces or
that they 1ncrease the property taxes or what 1s your “advice?

MR. JONES: ‘Well, my adv1ce is to start with the most
serlous infection you have whlch is “the extremely 1nflated
education. The pr1n01ple reason that justlfles compulsory
'flnanc1ng of" publlc school educatlon through taxatlon is
that it is supposed to prepare the 1nd1v1dual to be a
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responsihle/'participatingHcitizenvin a constitutional -
repUblic'based-On seLngovernment;yprivatefenterprise,~
and individual responsibility;W3Thatwis<the basis of-it;-f
We have under'thiS‘SOcialistic dream of making everyone -
equally 1ntelllgent and good departed from that 3 So the
result is that we: are- carrylng ‘on in the name of - educatlon
“an awful lot of acthlty that" w1ll not stand analy51s,'

I spent a great deal of time studylng that for a
corporatlon which pays ' $55 mllllon a year 'in taxes for
local education and we - found out that we have to: come back
and redesign ‘the program of educatlon so that we can gustlfy
that part whlch is flnanced on a compulsory basis and alsoj
fit 1t to the economlc resources or p0551b111t1es of the -
communlty, We cannot go on cha51ng 1deallstlc butterflles
with it. If we do, we have this same prdblem. So the thlng
to do w1th educatlon is to recons1der the currlculum and
the program of educatlon and center it around the fact that
more than half of the populatlon 1s only educable to the
p01nt of some klnd of vocatlonal preparatlon so that they
can sustaln themselves in soc1”ty’and then adjust the rest
- of the education so that lt w1ll gradually glve us a 1eader-
~ship that will not ' con31der it thelr job: to exp101t the people.,

The cost of educatlon in. New Jersey in my oplnlon
might be cut at least 50 per cent. I wouldn't say that
arbltrarlly, ‘I have given some attention to this in the case
of localrschool'boards;'partiCularlyrin'Princeton.'While they
are still up'in the stratosphere“in their idealistic dreams,
Vthe experlence there plus. 1n a great many cities under the
large corporatlons 1s that we have both feet flrmly planted '
in mld—alr as far as ‘the program of educatlon is concerned.

MR, 'FRANK: ©  One’ factual questlon - I didn't under-
stand what you sald about. a $55 million. corporatlon.,

MR. JONES: - I was-a full-tlme consultant to the Pres1dent_b
_’of the United States Steel Corporatlon for six years. One '
of the questlons we had to cons1der~was°" How do we justify
'$llO million in taxes pald ‘out  of which $55 million went to
State and local people and that was to the schools° We found




out that there were a great many_things that were que_stionablem
But for a corporation. like that to také‘the initiative in
doing something about it would merely subject them to fire
from every‘direction\anderobabiy{th‘é%ntribute anything
because it would be ahead of its time. So we had to put it
aside. But the problem still exists and every corporation that
is paying out local taXes”would,héve,an’awfully hard time
justifying what they are paying out to the stockholders
if they had to justify it. N o L _

In other words, what do . you get? What are the results?
What do they cost? What is the reason for putting up. the
moneye If you apply commonsense criteria to it, you soon -
find that the $65 billion we are spendlng this year for
education is a .frightful waste. ‘ _

MR. WILENTZ: Any -further questions, Mr. Frank?

MR. FRANK: No., . |

MR, WILENTZ<¢ ProfessorvReocK?‘ , St

MR. REOCK: Mr. Jones, I believe I understood you to
say that the real product of State»and'local government is
only 50 to 60 per cent of -mu-.uu"

_MR. JONESO I can't hear you°

MR. REOCK: = Sorry. I believe I heard you say that
the real product of State and local government is only 50
to 60 per.cent of the level of expénditures by State and
local government. Is that cdrrect’.

- MR, JONES: . I didn't say. that,
MR. REOCK: I'm sorry. | R
: MR. JONESs I said that the non=-productive overhead

expense of the economy, which consists of the Federal, State
and local expenditures,is now running at an annual rate in -
the' neighborhood of $350 billion and as non-productive over-
head eXpense,frdm an accounting‘standpoint that represents
 between 50 and 60 per,cent of‘the real product, although
there is a big argument on how you compute the real product.
The fantastic dream-represénteduby_gross national product
that was in the headlines yesterday, you see, is just a
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method of klddlng the people.tg_;” o N o
| MR° REOCK-/ I'm sorry. Ihmisunderstood your statement.
I have no further questlons..' S o N o '
_ MR. WILENTZ : I would assume, Mr. Jones, that you
favor-the'recent development of expandlng our vocatlonal
education.system in thls State.- o ' ,
MR. JONES° I would rede51gn ‘the whole program of
education from the flrst to the twelfth grade so that it

© would prepare_the 1nd1v1dual to be a contributor and enjoy

the fruits of the system of sc1ence and technology, instead
of all of the hocus pocus that 1s now 901ng on. Because while
they are nice people that are d01ng 1t,'etc., they reallyr'
do not have a conceptlon of the need and then on that is super-
imposed these reformlng enthuSlasts of Teachers College and
Harvard who have led us way off on this detour. But we have
to get back to’ where the majorlty of ‘the people coming along
are prepared to be respons1ble part1c1pat1ng citizens and
then, on top of that, 51ft out those who are educable to
become leaders who will not repeat the mrstakes of thelr |
predecessors - and that! s what we are turnlng out now. L

. MR. WILENTZ: = If I recall your statement,,you traced
the present tendency to over-spend and over~-tax to about
1933. \ i . 4

MR. JONESi? That'svwhen it began because_the reaction
to theteXtreme pressure of the depression, naturally from‘_
the standpoint of psychiatry, would produce this effort to
compensate. of course} the frustratlon that you are compensat-
1ng for was terrlflc. They found for ten years nothlng
‘they tried could work Only when the war came along dldvﬂ
they seem to get anywhere and, of course, that 1s hlghly
questlonable. . ' ‘ »
MR. WILENTZ: It started about with President Roosevelt,

I take it. ‘ o o ' S |

~ MR. JONES: Well;kthat’s-the time, but he was only\‘
the leader of it. I can tell you { this, in '34 or '35, I
was at a meeting with the wild men, so-called, of Teachers'

53



s

College'up'there, representing some of the'indnstriesy and

at a cocktail party at the home of Paul Mort, who was one

~of this group, he confessed to me that they had embarked

on this program of SOClal frontlersmen and they were gorng

to try and go as far as they could w1th this idea that

: people are born egually 1ntelllgent and good and so on,

and they were going to reform them by education. The thing
they were going to use to do it with was'the_propaganda line
which they had already started; that is, that there is nothing
the matter with public school education that more money
won't cure. And that has worked like a charm ‘They have gone
through everythlngmb o S '

MR, WILENTZ: Thank you very much. Oh, I°m8sorry'; one
 more question. | " R -

MR. FRANK: What is the source of the guotation or
citation that people are born equally intelligent. Who said
that, when,and where can I f£ind. it? ‘ | ' o

MR, JONES: LeBon said that in hls explanatlon of the
origin and threat of socialism, wrltlng lOO years ago.

MR. FRANK: Who? o ’ '

MR. JONES: Gustave LeBon;'

MR. WILENTZ: Thank you very much, Mr. Jones.

Mr. George Smith is next. If you ‘would step down here,
we wbuld be very happy to hear your. testimony. We are very
glad that you could come’ here and very happy to stay and
listen and we are not going to let our lunch 1nterfere w1th

your: presentatlono So just take your tlme.

GEORGE -’L; sM1I T H:  Mr. Chairman, Mayor Sheehan
and other members of your Task Force: "On behalf of the State
Board of Educatlon, I appreclate this opportunity to present
the unanimous views of our Board. As a matter of fact, as T
witness‘you laboringahere, I think all citizens of the State
should feel indebted toxmen,like you who are devoting your
time to finding new and hopefnlly better means of financing
the needs of the munlc1pallt1es of the State.

‘Nowhere are these needs more apparent than in the area
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of educatlon. _

In his spec1al message to the Leglslature on Aprll 9,
1970, Governor Cahill stated that none of the critical
problems facing the state "poses a greater challenge than
the problem of revitalizing our education system."

“All of our cities," said the Governor, "are faced
with incredibly difficult financial problems which only
exacerbate the demoralization of teachers, students and
parents. It is one of the ironieseof our time that as the‘
public demands - and is,entitled:to - gteater performance
" from our system of,education, the pnblic treasnry seems less
able to proVide'means’for'the'fnlfillment of these demands."”

As a direct result of the - Governor s message last
April, the New Jersey Leglslature acted quickly to approve a
new state school aid formula whlch;‘over a five-year period,
will raise the level of'state:supbort for local schools from
the existing 28 per'cent“to'the current national'average of
40 per cent. With full fundingﬂto’that extent, the new
incentive-equalization aid formula will mean an additionhal
$200 mllllon a year 1n a1d to local school districts. ;This'
actlon of the Leglslature was wholly commendable. However,
in all fairness I cannot_be completely sanguine abOut_the
ultimate effect of the new formula upon the dec¢lining resources
of our school districts. AlthOugh the incentive-aid formula
will doubtless be of great help to many diStrict,vperhaps
most of them, there are a number of”factors that should dis-
~courage any impression that thls leglslatlon alone will solve
all of our educatlon cost’ problems.

The costs of educatlon are continuing to rise at a
rate much higher than orlglnally contemplated by the State
>School Aid Study»Comm1551on. Inflation is a primary source
of this unexpected»increase in costs. But other factors, such ’
as the loss of tax ratables in our major cities, higher '
interest rates on school construction bonds, and demands of
the public for greater school services, are contrlbutlng to a

general financial crisis in our schools.
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Coupled with increasing expend'itures is the rising resistance of local
property taxpayers toward paying a growizﬁg‘ share of public school costs. Last
year, for instance, voters rejected 164 school operating budgets in New Jersey--
an all-time ﬁigh. The number of budget defeats.ha_s beeﬁ increasing eve-x?y y‘ear,
and it would be futile to predict a reversal of this trend until substantial relicf

can be afforded to the taxpayer in the form of much greater state aid to education.

It may be of value at this point to demonstrate how actual school
expenditures have been rising in recent years and to what degree we can anticipate

a further increase in the years ahead.

In 1967, total day school expenditures paid for by local taxes were $774

million. . In 1968, they totaled $882 million, and in 1969, they exceeded $1 billion.

The total local, state and federal school expenditure in New Jersey in 1969,
including capital outlay, was $1. 375 'b_illion.b In recent years, school costs have
been rising ata rafe of nearly 10 per cenf a year, .Should this trend continue, our most
optimistic forecast for the next 10 years 1s that in. 1979, the total annual expendifure
for education in New Jersey, including local, state and federal shares, will be
approxirﬁately $3.5billion. Under 1';he new étﬁafe aid formula, approximately
$1. 4 billion of this amount would be accounted for by state aid. But an additional
$1. 1 billion would have to be raised through local fax soﬁrces oh top of the present

$1 billion. In my opinion, this gigantic burden on the local taxpayer cannot reason-

ably be imposed.
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In fact, it is clear from the ssisériﬁg’ fiéuree‘I'haV'e just cited that local
property tax rellef cannot be expecte.d.fro_fn'a state aid ‘fundirig"lev'el"'of“‘40 per cent.
A state level of over Y6iner cent would be ”r:equfirec:i‘ rfo‘r‘ loeel tllstriote to remain
at the present school »ter}level\over the heXt'lO‘ years, ahd, 'of course, much
higher 1eve1s would be reéuiredx 1f _looel “‘sohool’ 't‘ax'e‘e“ w_ere to ibe'reduc'ed by any“

appreciable measure.

Accordm»gly, it is the op1n1on of the State Board of Educat1on that
New ]ersey should begm now to explore the poss1b111ty of full or nearly full,
state fundmg of local pubhc'schools The Board does not beheve that funding -
at the 1e§/el of: 90» per Cent‘or higher will 1n any way impede local c_ontrol of
education. in areas that héy'e b"jee.n‘r tradit‘i'onally accorded to the SChool diStriets“.' |
No‘hethe_l’e_ss, w'ev b‘el.ieve that the' loeal“:v_huif.devr‘\v s'hould»b_e sufficient ‘to assure

budget control and local inceﬁtiye‘-in'ev‘vie'ry‘d?istr‘_ict; :

In ..all vprojec'tior'\s'."such.as the‘orié 1 ha\‘/e,v‘just:‘m'alde‘there_‘is always a
certa.i.n clah‘ger of oVersteternent'; | ”"I'here is no. oer‘t'a'inty' that inflati‘onary
pressures will continue, or that poptxla’tioh tr“cmid‘s are puaranteed, o
It is possible, f'or';"ns-'tan'ce,‘ t’hataf'realloegl'h‘i‘rthrbate could lessen educetional
needs somewhat over the next 10 yeers, ailthough _this"is nimpbrobable.‘ Aoéording
to the ‘Bureau 'of the Cerlsos, the el.em‘er‘nv‘taryv school populatioh: in l979 rwlll' have \
declmed by 5 per cent IE{oweve'r, ‘seoondar'y‘_s'chool enrollments Will,b:e 11 per oent
higher than 1969. Non-publlc school enrollments are also expected to declme by v
7 per cent over. the next 10 years,. Which'will’ further_add to the pubhc school |

- burden. | | N | S
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Another faétor which c0u1d h’aﬁvre‘;‘a favorable e»ff'e:c}t on schoolcost51s |
‘the mo‘vemeht to‘ward_ra 12 j:honth school yeérf, Eér '.th"e“ most part, thls .
development Wm-.ld‘ tend to cut <;:api‘t‘a15_ outlay, b,“tvi.? is not likely torh.a V_e‘v |
a measurable ef:feét_ on vopefa’"c,ing ex;»)ens‘e.sg-—in‘ facf;, it Céuld fes“ulﬁ in greater |

expenses bec’auéebf 'an,ticipated demands f‘orvhighebr, salaries from teachers.

Any savings from a 12-month school yéar are also likely to be offset

by the growing application of technblogy in education, Mqré and mo;fe schools -

are being réquired-fby the demands of commerce and industry and by the public-a t-

large--to train young people in such "-s,oph_i_ética‘.‘ted skills as computer programming,

bio —meaic'al technology, .o_ceanogr_aphy and mechanilcksi—-‘all of which reqﬁire -highly |

skilled teachers and advanced and costly class;:oorﬁ equipmenf. E

: Thefe is onrly'.on'e ot’hea; Bopé for assiéténéé, and ’tha't‘ is fr'o‘rﬁ the Federal
igo'v‘befnn"lent'. | F_éd’efai e‘licvi‘t;c?».e:dt_ica:t»ion hasbeenr1smgstead11y smcel966
Howeverb,‘ last yee_‘avr the totalfFvede'ral contribuv"c‘vio_i‘\v to New ]é»-r'sv:ey‘elem'en_ta?y
and secondary schools was only a‘pout $40 million, all of which was m categorical

aid which cannot be applied to local tax reducti_én.

Even 1‘f ngefal aid were given to thé~'sta’;es in the form of block grants
ox r<;venué sharin'g:, as has be"ex_ml‘ suiggé‘ste‘d by theNixc;n administration, fhe
prospect of additidhél f‘ede_ral :spending. oVéxf‘. the inext"lO ye'a‘lr‘s" in (an‘:am:ount

~which wouldvhave an épp_réciable effec;c on the state or 1}o°cia‘1'"ta>'<v burdeén is

still far from certain,
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Although Idhave‘ 'ineluded‘c':apitalb outla;y ahd other e‘:xp’e.riditures in the ‘
préj‘ection‘ which"l ha‘»,ve‘eidtfed?, I W,ould:h'ke;'tc») eutlin-ev a few.of the ih'ciiuidual.
trendsvm}l1i.ch 'the::'Stat_e‘- ‘Bo_ard' of »Ed_uea:ti'o-n 'a.nd" the Cerhrin"issioner of E‘duc‘a‘tion. ,
predict c:o,uld have a strong mfluence on the level of.s'tate_: fundihg 1n the, next
10 yea'rs._ ‘ |

These are..f
vv 1. Capitalb'eutl'ay-»-.]_)uri‘ng 'Vt‘hepas_t schooldyear', 'i\f-e.w \_'[‘ersey schooi v
districts :‘spent ‘$14;1_ m1111en for‘heuz elassreer.r‘x‘s‘. It is e_stimated that the
| ‘totalr cost of < mstruetion i;)er é.upil,"‘iheludlinég,dfurhishh"és, equierheht‘,
fees and l‘an‘d; is 7$Zﬁ§,‘.000.’~. Even if thls 'fi'gure':we‘refto hold for the]next -

10 years, which is ‘dou‘btfui in view of inflatie‘r‘la'ryv p'r‘essure, the need

for ne:w’ elassroorus aiohe in”the’r‘ieXt IO:years'—'-baSed »on'ar‘t inerea_se ’of’v:

25' 000 students per year-—would be $750 m1111on Exper‘ience: ind.ic‘ates
that replacement of substandard or outdated c.la ssrooms. has been en a par w1th

colnstruet'ion" lferinereased enrellmehts.. Thus, the‘tot_anl. minimum :

| eapital ou;tiay in_the uext .d,ecade ‘ean b:ebestlbmated‘a‘t ap.eroxim‘atelyd‘ :

$1.5 biilion', excludjéing ihcreases_ vdue_te :ihflatien. : The recent ceurmenda'ble

aetien of‘ the’j;.egislaturev in approuing ein.ergehcy bu11dmga1d to,talihg -

$180 ruilllionnsllouid'fh:aVe_a rh.easur,ahle effect in 'redu'cing this ‘bur,d'en.
Parenthetlcally I wouldvsuggest that cons1derat10n should
be glven to enlarglng the scope of that spe01al aid so that 1t

could be avallable to other than the districts that are 1n

desperate f1nanc1al ald, Whlch is- the present llmltatlon.
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~ 2. Vocational cdtxcationf—GoVerlmor Cahill and the State Board:

of Education have placed top priority upon a "major‘ expans‘io‘nr of thé V
state'vS'vocational_ education program in ordef tnat vocationai-technical _
training will be available for gp’ to 50 per cent o.flthe sta‘tei"s seconaary
school students by 1980. The 50 per cent goal would result in an aaditicnal |
annual ope‘rating cost of $116 million and a capital outlay of $150 million
by 1980. An additional $130 million would be required for‘voc‘ationa‘l
education in post—secondafy technical institutes ana comrnunity colleges,

. according to the State Advisory Council on Vocational Education.

3. - Transportation--Although the annual increase in transportation :
costs - 'that is bussing the students within the present
prescribed lJ.mJ.ts - can be estimated at a fairly constant
rate (7 per cent) there are several measures now before
the Legislature Whlch could have a profound effect on
| state expend:l.tures . One of these (s 279) would requlre almost

total transPortatlon of school children and would cost upwards of $70
million a yeat. Another bill (A—Gl) wh1ch r‘educes allowable m11eage, |
Qould costappro;‘cimately $53 fnillion. Such proposals shouldbbe vie\lN‘é’d -
with caution. | |

4, Sll)emal elducatlon—-Cost of edncatlon services for handlcapped
: children. has been risi'ng at a rate of 5 per cent a year. However, as more

hlldren who are in need of special education are 1dent1f1ed this rate of

'increase' could be escalated‘sh'arply.’ It has been estimated that in New

Jersey, fewer than 30 per cent of the state's handicapped children are
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receiving special education services to which‘they are entitled by law.
It is estimated that an additional $40 million in state aid for atypical

pupils would be required if each child in need of such service were to receive it.

s, Early childhood education--In his special iﬁeéSage to the
. Leglslature, Gévérﬁor- Cah_izl‘lA éaic{ hge was‘v hopéi?ul that t}ie legishﬁture |
will aﬁprové speciai st:afé aéd ‘for pfe—.;vciqqol' cBildren. | At p‘resent,
virtuaily the only pre-school education 1n New Jersey is copducted
‘either'_throu.gh the federal Headstart program or in private day care
centers. The GO\./ernorvcited research studies. which show significant
gains in the ach.ievement of children who have been brought into the
educational process at arlx.“e.‘arly agé. He aiso noted that the greatest
need for pre—sghool educat‘iona\l p‘rograms i.s in our cities‘and poo.r
rural areas, which aré lgast able to pay a r(-vzasonablie share_ of the costs.
1t is estimated by thé‘ Depabr'»t‘rr‘lem.::‘ o:f.Educétion that up to 8.0, 000 .
children in New ]ebrsey should be.re'c'eiving early childhood education,

The addition of this number of children to our public school enrollment

would entail an annual cost of $120 million.

There are numerous other areas where cost increases can be expected
in the years ahead, such as greater participation in the school lunch program,
improved school health sérviceé and full flin‘ding' of the state's library aid
progr“am, but these do not significantly weigh upon the rﬁajor expenditures A

which I have ’a‘lr;eady ‘outlined.j o
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Flnally, allow ne to expha51ze that the State Board of
Educatlon and the Comm1ss1oner of Educatlon recognize thelr
respons 1b111ty to strive for the w:.se and the most ohjectlve
use of educatlonal funds w1thout 1mpalr1ng the ever present .
need to 1mprove the quallty of educatlon. Two current exampleS'
are the cons 1deratlon of a 12-month school year. to wh:l.ch I
~ have referred, and school dlstrlct reorgam.zat:.on, ‘ a-‘v veryv : ﬂ
_ ,controvers:.al subject at the moment. s |
- In Aprﬂ of 1969 The Sta te Committee Ato StudjtheiNlext"S‘t;e_ps,,'_‘-Ib‘io\.vard
' ,chlonahza L1on and Consohdatmn of School Dis trlcts in N ew ]ersey recommended
to the State Board of Bducatlon a plan wh1ch would reduce, through mandated
reg1ona11zat1on the number of school d1str1cts in New ]ersey by roughly one- th1rd
It- was the consensus of the.comrruttee report that many of our school dlstrlcts
are too small to be run eff1c1ent1y and should be consohdated into- K-ié dlstrrcts
’ Th1s repert proved to be po11t1ca11y unpalatable to“ many New ]ers”e)t resrdents |

because it was w_1de1y m151nterpreted. I-:owever, th»e movement'toward.regmna.h—

\

zation on a statewide basis is not dead. Just recently, the Governor's Management

Study Commission reviyedvthe issu,eby statmgmostemphatmally ‘Ithat:'reoommenda-b-
' tionsbf'or state-'initiated regiOnaIiration should besubrmttedforleglslatwe action
.as soonbas p'ossible. Noting that in the United States there has been a "generally
bene£101a1 reduct1on in school d1str1cts from 127 649 i m 1932 to 23 335 m 1066 the'_ .
Management Study Comm1551on stated that in New Jersey ..stoo many small
meff1c1ent, substandard curr1cu1um‘ sch‘ool df1strrcts- strll ex1st, f,' -thhe,r;;m‘aJW,

bg»roups,. such as the New ]ersey' Taxpayers Asébcia.tion and the ‘Lea/gue of Women
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Voters, also are contlnulng to press for schoor’dlstrlct
reorganization. , : _

"It makes no sense," says the Taxpayers Assooiationf
"to. pour addltlonal state funds into small dlstrlcts whlch o
have too limited resources to prov;de a thorough and eff1c1ent'
educationallprogram for its Students,‘ The State League of
Women Voters, follow1ng its October, 1970 board meeting,
stated that the League 'supports reorganlzatlon_of_school
districts in New Jersey as a means of promoting quality
education»and'providing efficient and economical operation. . .

 Reorganization should be accomplished through mandated state‘

policy-which permits maximum'partiCipation by the local

'communltya

Agaln, Mr. Chalrman, Mayor Sheehan, and gentlemen,7I
appreciate thls opportunlty to help in your dellberatlons if
I can. - : L o - .
MR, WILENTZ:}'Mr"Smithiuwe appreciate your‘being‘here
very much and taklng your . valuable time and I am sure some
of the members of the Task Force would llke to ask you some
questions. . e ',' S

MAYORVSHEEHAN- ‘Mr”~Smith in regard‘tovthe‘Stateﬂ
Board of Education in the allocatlon,‘if you will, of the

.-cost of educatlon, the pollcles of the State in determlnlng

what costs will be the burden of the local munlclpallty,'
first, in‘'regard to the Bateman Commission Report,'if in

- syour judgment it is 1nsuff1c1ent and -

- MR, SMITH:  If in my judgment it is what? ,
MAYOR SHEEHAN: “”~-~the amount of aid is 1nsufflclent =
It is not going to‘be'anywhere»near the 60 per cent or the 90
per cent that you think‘mightfwell be an ultimatevgoal'”
And it has turned out to be even less ‘than that 1n the flrst

._yeare Are there- p011c1es that ‘the State Board: of Educatlon
could lmplement,‘lf you will, to redistribute some of ‘the -
costs? I am thinking in terms of things like the ‘tenure,

-the fact that school. boards negotlate w1th teachersandthe

local mun1c1pallty does not have any say, if you will, until



it has all\been decided, the. current policies which result

in a flnan01al burden. Where is the rellef or what . suggestlons
vvould you have for rellef to come7:- , L .“V" v
v MR SMITH-v You are asking a lot of loaded. questlons@
There is no question at all that the recent leglslatlon_
lwhlch,‘as I recall, has as lts goal to raise New Jersey

from its pathetlcally low 28 per cent of State aid. to 40,

is insufficient on the face of lt.- My own personal view lS
rather strong on thlso I have observed among famllles, v
whether they have chlldren or not, looking at their local tax bill,
that 70 per cent of the total municipal tax ln the instances

I saw was . for school purposesor In d1scuss1ng this with
'Clyde Leib, he said in some cases 1t runs as- hlgh as 80 per
cent. This is unconscronablea I hope, among other thlngs,‘

- the Tax Pollcy Commlttee and you in your Task: Force w1ll

devote yourself to flndlng a way not only to halt, but to
reduce the amount. of local taxes, because it has gotten to
a po;nt, as I 1nd1cated, operatlng budgets are so often
' rejected. Ofvcourse, it is true that one of the troubles
‘is‘that too few,peoplefturn.outrwhen theretls,a_vote»onv.,n
vthevquestion‘oftthe school budget; Nonetheless, the burden
rhas ‘become impossible. . ‘ ’ ' y , o |
- On your questlon w1th regard to tenure = th1s isa
fvefy touchy_questlon o= thereylsn“t any doubt at,all that there
are many instanceswmerethrough indifference or lack of
v,knowledge or too muchﬁcasual'consideration,'tenure_iS'granted
'and,thetmunicipality,andrthe_state.are'stuck”for life with
a teacher who shouldvnever have. received tenure. I don't
see how a change in.the tenure law. - and I would think it
would be unfalr to conSLder complete dlscontlnuance of tenure -
would materlally reduce expensese_ I,th;nk it might lmprove
the quallty of educatlona~_ L N
pAs:tQ suggestlons; really I thlnk - to glve you an -over-
gall'blanket statement, We are facing the fact that there seems
tolbe - and it is pleasant to,observe-— more‘w1111ngness at
the Federal level ' to consider the need for the sharing of
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vlts vast revenues.; I'think this'Federal income from such -
sources 1s over twomthlrds and this comes rlght from the

~ people in our mun101pa11t1es and in thls State.‘ I thlnk
that we must all strlve for —‘and I can see no better goal
for gettlng the a1d that not only the munlclpalltles but the
State needs than to get a greater share of the ‘vast, mllllons
that pour into Washlngton° ‘ . o

I have skipped around ,I'donlt know whether I have
answered your questions. . o L R

MR WILENTZ- Mr. Weathersby° v

MR. WEATHERSBY-i I am sure: there must be references on
this, sir, but I was wonderlng -~ this figure of Federal aid - to
education for New Jersey - the. per caplta basis is a _very low
flgure relatlvely. I wonder why. Maybe I can be answered by
‘being referred to a proper study._ 4 : o

‘MR. SMITH~ Do you want to speak to that [referrlng
to Mr, Lelb], Mr Lelb is the expert here.

MR" CLYDE LEIB: It is true. New Jersey is not -
anywhere near where 1t should be in receiving Federal aid on
a per. caplta basis. But. the U 'S. Offlce of Educatlon" o
doesn't allocate its money on. a per caplta ba31s, but on the
basis of what they con51der“to_be true.wealth, New»Jersey
is very high in that area,r Even'though we are 7th or 8th
in populatlon, we are somewhere between 15th and 20th- ln the
amount of money recelved for elementary and secondary educatlone
“But that is a Federal determlnatlon over whlch we have no
control. , _ . T W : :

'MR. SMITH: =- as_yet;'.lhthink:Mro Leib“s‘point is

a very 1mportant one. In fact, we have had‘pointed out" to

us in many way that we get far less in the way of return of

the funds that we in thls State send down to Washlngton than is
true of other states 1n the Unlon.

MR. LEIB.V If I could just add one thlng about Federal
aid to educatlon - that is, the bulk of that money goes to
Appalachla and,southern“statesg that is, Tltle I allocatlons,
for the most_part, aside’fromvthe major states such as New Jersey,
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New York,: Mlchlgan and Pennsylvanlaa If you'lOOK at a
:vbreakdown, you would see: what ‘appears to be a dlsproportlonate
- amount of money. goes lnto the southern and Appalachlan states
. from Title I Whlch is the major source of funds to State
<>educat10ne ‘ : : ,
nMRo'WILENTZ: Thank you. Mr. Frank?
. MR. FRANK: Mr. Smith, in your statement here you said
:‘that the report as to the-regionalizaticn of the school '
districts'prbVed to be unpalatable because*it-was‘misintere
pretedo ; RTINS
‘MR, SMITH:: Yese = S .
MR, FRANK: I am- not qulte sure - what was the
-background of the mlSlnterpretatlon° ‘
: ‘MR. SMITH: I think from my dbservatlon erroneously
and I think probably in some cases unfairly, this was
construed as a device to bring about bussing across
‘district lines;_withfparticular7reference~to Newark and the
' adjoining_municipalities in Essex County;ﬂ’l don't feel hurt
 by‘this;,_It is a hard thing to get.across.the purpose and
~to-avoid the speculation that~sometimes give rise tO”strangeg
_conclusions. The. pr1nc1pal opposition = 1 think this was
your: experlence too, Clyde - was that people Sald, ”Thls ;s
81mply a device on the part of the Board or the Comm155loner
for somebody to bus children across mun1c1pal lines for
» " which was not the idea at all.
MR. FRANK: But. it would expand a school dlstrlcte
MR. SMITH:» Yes, enlarge a school district..
fMR;'LEIBé_: Very small. - o |
‘MR;:SMITH:,v‘Yes,”very«small; It wouldn't encompass all

tequallzatlon purposes,

vof“ESsex}County or anything.like that. The purpose fundamentally
’is-to.provide a moreMadequate,educational program and more
'currieuia than are present in many of our small districts.

In fact, we have some districts that have no children at all

to speak of. - The other is to-attain efficiency'bcth in

»respect to- sav1ng money and the abll;ty to- employ better people
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if the area is’ large enough to support it _
MR FRANK: Do you see an opportunlty there for a cost
reduction of any substance? _ o |
MR, SMITH: Do you remember the flgures°
MR. LEIB: The Management Study Commlss1on Report has
‘figures in it. I could cite those to you.
| MR. SMITH: I don't think they would be glgantlc, but
I thlnk it would be very worthWhlle. It wouldn t solve the
problem. = It would be one of the many thlngs Whlch you are
go;ng to have to work on to achieve the ultlmate obgectlvea
 MR. WILENTZ: Some of the flgures you gave us, Mr.
Smith, are ones that we have heard before ln other hearings
that this Task Force has had. But they are so astronomlcal
that it take a while really to see what it means. I just o
want to recap what you have said to see if I understand what
it means . You discussed the fact that educatlonal costs aret
going up even faster than had been predlcted and that the
Bateman formula, for lnstance, the 40 per cent takeover, will
clearly not glve enough rellef to the mun:LCJ.palJ.tJ.ese You'
mentioned the poss1b111ty ‘of a 60 per cent level and. then
at another p01nt you sald that we ought to cons1der someth;ng
t hat approaches full fundlng, perhaps somethlng like 90
per cent. We are now talklng, as of thls moment, 20 per cent
of about one bllllon dollars and over a tenmyear perlod I
don't think there ls anyone who thlnks that that one bllllon
isn't gorng to go up unless somethlng very, very radlcally
different from present dlrectlons takes place. There is also,
I assume, .in your thlnklng the addltlonal burden of the h
capital expendltures, which you estlmated to be about one v
and one=half billion over ten years° Assumlng 20 per cent
" of that gets ‘taken over, whlch you haven t suggested nor have
'you suggested it the other way = you just suggested 1t for_
our consideration - you ‘have two and one~half bllllon dollars,
you have about $400 million 1ncrease in vocatlonal ‘education
costs, ‘And just to get same perspectlve of the kind of dollars
we are talklng about, if the State attempted to take 90 per cent
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of that over - I am not suggestlng lt should or shouldn t and
I don't think you are elther - but ‘we are talklng about

three billion dellars, 90 per cent of Whlch 1s $2.7 bllllon,
all in- an effort to allow the mun1c1pallt1es to contlnue to
function w1thout elther glVlng up educatlon or w1thout being
totally crushed in their real estate tax base. ,

- What I want you to comment on is not the direct o o L
agreement that the State should take 90 per cent of these .
costs over, but am I talklng about the rlght kind of dollars , .
-here’> Is ‘this the dlmens10n of ‘the flnanCLal problem in '
educatron’ Because if it 1s, I think the public ought to
know it. v ,

‘ MR, SMITHO As'a-matter of.fact,_in the preparation of
the statement, I felt that we were brlnglng very bad news |
to you and yet lt would be wrong to hide anything and not
place it before you and the Commlttee and the publlc for
»conSLderatlon of what to do and how to do 1t@_ .
Let me take the last part of your questlon flrst@ , : f.
I referred to e What is ‘the statute, the spe01al ald |
to school districts and capltal expenses’> What is the : v i
number of that? = | S o
| 'MR. WILENTZ: The Emergency Construction Bill? !
MR. SMITH: This came about really very 1nterest1ngly -
and I have no llcense for this except a personal oplnlon = and
_I mentloned 1ncreas1ng the scope of this. Thls came about,
to overslmpllfy it perhaps,_because the State Board launched
upon a program of vrs;tlng various types of schools, not for
- ten mlnutes, but spendlng all day° It happened by co;ncrdence
that we were 1n Newark one day and I thlnk Wlthln two weeks
- we happened to be 1n Jackson Townshlpo 'In both of these ‘
places, the debt llmlt had been exceededo The money was not- _
1available;‘ Yet the. need for classrooms was perfectly obvious. 'f
In fact, in Jackson Townshlp, T was. partlcularly 1mpressed :
because the chlldren were leav1ng thelr homes as early as
s1x o'clock in the mornlng to flt 1nto the Spllt sess10n ’ . ;
'program@ Out of that, we were able to dev1se thls program,_ |
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which has proved to be so far a very practical program for
those municipalities fiscally unable to meet these needs.
This was by the State taking over the debt service. We
proposed $180 million, I think, three or four years ago.
This was reduced, and I think wisely, to try it out, to
$90 million = $90 million worth of construction = and the
debt service - I have forgotten exactly - but it represented
two and one-half or three million dollars for the State.
I think the bill has now been raised to a hundred even.
This has been very important. Without even discussing the
practicability, I see a way in this to avoid the State putting
up a billion and a half dollars for capital needs and rather
rely on a modification of this partiéular program,
On the other question as to operating costs, I have
" been on the State Board of Education for 12 years and it
has been shattering to us, as a matter of fact, to observe
the obvious increase that comes about whether you like it or
not as the school population continues to grow. And, of course,
in particularly the last four or five years, the inflationary
effect has been almost staggering. I have no remedy.if ...
inflation continues, which I hope it does not, and I have
some hopes it will not. But I think when we talk about
dollars on the one hand, the preparation of our children to
take their place in life, properly prepared, is a great deal
more important than the dollars involved. Yet, as you say,
the total of all of the hard facts that I have placed here
before you, which you have heard before, just can't be ignored.
MR, WILENTZ: That, I think, is the point. I wouldn't
be concerned about bringing us bad news. The real concern
we ought to have is that no one gives us the news at all. I
think my recollection is the Bateman-Tanzman Report would
have cost at one point somewhere around $150 to $180 million
a year. It waé financed at a level of about $30 million,
if I am not mistaken, and most of the concern has been about
the gap between its present financing and the amount that
it was thought to cost.
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What we are learnlng today 1s that that. is, whlle not
a drop in the bucket, it comes. close to it and that if you .
pro;eot educat;onaL;needsvas presently understood over a

teri-year period - .and no one has been able to suggest any

~substantial reduction in cost that I have heard thus far -

you are talking about, depending upon‘the,level of State

ftakeovef,-something between $1.5 billion and $2.7 billion.

And I am not suggesting that is within or:beyond the capacity |
of the State. But I think it is something that our Tax

‘Commlttee has to know and I thlnk 1t is somethlng the publlcb
“ought to know too.

MR, SMITH: I offer thls suggestlon = that is, that

‘whatever the new State tax may be, if the local taxpayer :

were ‘relieved sufflc;ently of h;s present 70 per cent
of local costs or 80 per cent, as Clyde said, his Wllllngness
to accept a State tax in lieu of local tax:mlght‘be rather

gratifying. On the other hand, should we call upon the local

01tlzen to continue to carry a very sizable part of the -
school cost load and on top of that to lncrease his payments
to the State, I think you would have something that would

'[be completely impossible.

- MR, _WILENTZf Do you see anythlng to be galned by
way Oof costs or,in any other fash;on-by changing the present.

method of’teaclﬂerjnegOtiation from a local district negotiation

_to’avstatewide negotiation? Do you have . any views on that?

N

- MR, SMITH: None I want to express now. It is true,

:as in so many other oases, that the skill in negotlatlons
varies from munlclpallty to municipality and that in some

cases concess1ons are made. that are probably not warranted

"and are nonetheless the base for. 51m11ar demands in other

dlstrlcts,_ I thlnk cons;deratlon has to be given to that,jyeso

| MR ., WILENTZ: ProfessorﬁReook,,do you»have,any ‘questions?
MR, REOCK: Just one, I think. I think this was an

excellent statement»and:should,be very useful“to thetTask

 Force. I would like to preface the question really with a
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review of some recent history as I have seen it. Going
back to the last substentiél increase in State aid, not the

change in the formula thi qpast year with a small increase, but
back to the mid “60“5, ‘there was .some hope at that time that
the additional money from the State at that time would result
in some property tax reduction or at least in stabilization.
And,'in fact, the figures’I:havezeeen indicate that for one
year, there was SOme‘property tax relief, largely because the
State aid was madehaveilable‘after the”locai budgets were
adopted. But then if yop'look at the figures for'subsequent‘
years, you find_that'theflevel of expenditure:and the level

of property=tax.rates“jumped right back'up‘to What might

" have been a progected curve of previous years. In other

words, the second year, the increase was double the" annual
increase. o o . ) _ o _

In your statement you suggest going up to 60 per cent’
or even asvhigh’asiQO,per cent State euppbrt for local school
budgets, but Suggeet that bﬁdget'controls stay at the local
level, I wonder Whether“leavinghas little as 10 per cent
of the budget at the local level really would be an effectlve
budget control or whether. there are other dev1ces that would
have to be cons1dered really as strlngs to the increased
State aid program 1n order to provide some budget control

MR, SMITH: I am not - sure 10 per cent would be enough.
Let me go back, if you have the time, ===

MR. REOCK: Certalnly.‘ |

MR, SMITH: I have a great respect for the people who
serve in mUnicipel governments. I do not believe that every
municipality is being 6peratedvon the most efficient basis.

'But nonetheless it is true that coincident with the largess

of $9O million a few years ago, every mun1c1pallty as well
as every citizen was facing this spiralling, ‘which has been -

'"perfectly staggering in 1tse'ffect° I don“t know enough
.really about the facts to- s;ay'lf there was a more eff101ent

operation- in a munlclpallty whether there" mlght have been
a continuation of tax‘reductlon,, I think nonetheless this is
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On the point you last raise, I can imagine nothing more
serious than .to have complete indifference on the part of
thé local government or the local people as to how much,is
~ being spent for schools. -While the statement. says 90 B
or even full,‘I'personally wouldrbefopposed;tO‘full;.vliam}
‘not sure I am completely"setisfied that 90 per cent is the.
right figure. - The participation in providing money by the
municipality should be' enough so that they are more likely,

if not certain, to exercise a.control, a wise.review;iiijeuinﬁ

~will, of the. school expenditurescj :share your view = I am
‘not at all sure that .90 per cent would not be too much ~that
“the muniCipality-must have more than 10 per cent, to gain
1ts keen interest in the amount of money that is belng spent
in a school dlstrlcta -

MR. REOCK: I was just wondering whether there were
any other deVices that might be applied to change the
present situation in terms of where the control resides. -

MR. SMITH: No, I don't know of anything that I could
suggest as afpanaceaq It is a nevermending question, a
uneVereending:preblemgf But there is nO'deubt whatevef that
when -you are.éetting something‘for‘nething; you have no .
interest at all in what it costs or where the mOney,comes
from, There”must remain in the municipality a sufficient
interest to assure the wise expenditure of all school funds
from the State or local level. o o

' MRS. SHEEHAN: Mr. Smith, when you say this control
should remain in the municipality, by what means?. ISvthis,
an election of the citizens or the governing body or the
local school board? B o AR

MR. SMITH:  No, the;budget>would-be’pfepared;'as I -
see’it, in the municipality; And your governing*body‘is

going to do as you do now,, you are going to rev;ew that s1t= R

uation and it lS gOing to be presented to the Statea ,Whatﬂ

I am S&Ylng\ls that the mun101pality,.including the ‘governing
body, should have a sufficient stake‘infthis~so that'it would
review this, if not with eﬁpeftise,‘atpleast with sound
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judgment . Icammﬁ;&m anyone ‘sitting 1n Trenton and determfnlng
prec1sely how much should be spent for each ltem in five.
hundred odd ‘school dlstrlcts,r‘ '

© MRS, SHEEHAN: What I ‘don't understand though 1s,
basically the governlng body now does" not really ‘have any

control -- o
MR, SMITH: It varies. , , .
MRS . SHEEHAN° [Contlnulng] —en and are you suggestlng that

the same klnd of control that now ex1sts o

MR, SMITH~ No, I think it should be 1mproVed:; You
know the procedure ‘where the operatlng budget is rejected
by the publlc and flnally you get 1nto a contest and where
there is an appeal to the board, w1thout exception when the

- board has before it the questlon ‘how much of the demand of

the 1ocal board of educatlon is rlght and how much is wrong,
almost invariably there are thlngs ‘that are sought by the’ ‘local

‘board which are not granted and are refused as not belng

essentlal to the’ educatlonal processes.
MR. WILENTZ: Any further questlons° [No response. ]

‘Mr, Smlth, thank you agaln very much for the beneflt of your

experlence.‘

- We may have two further witnesses this afternoon,
Kennedy Shaw and Professor Ylvisaker. I am not sure if they
will be here. We are go;ng to adjourn now for lunch and
resume at 2:30. ‘ _
' o '-[Recess’for”Lunch.]

Afternoon Session | o N o -
| :MRQIWILENTZ§ i;Professor YlviSaker, we Would_be
happy.to:have your testimony now; | '

PAUL N YLV I SAKE R: Mr. Chairman, I am
grateful for the opportunlty to testlfy. I have to apologize
for the fact, as you prdbably know, I have lost my capacity
to read in the last few months and, therefore, I am‘submitting
a written statement which you can- read at your leisure.

There is always a s1lver 11n1ng to every cloud, It means
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that you don't have to hear me for an awful long tlme ‘read

'my prose. [See page lle for Mr Ylv1saker s prepared statement. ]

What I am saylng 1n that document ls what I have Sald

a number of tlmes publlcly recentlyebvl have trled to summarlze |

it as qulckly as I can. o ’

First, I think your Commission and Task'Force-are
‘coming at a very opportune time, not simply in the State ]
'hlstory but in the Natien's hlstory@, We have been struggllng
to accommodate to a . jerrynbullt revenue system for a long
time. It Just lsn“t worklng,v The Natlon, the Federal governn

vment, is taklng the major part of the best source of governmental
'revenue, whlch 1s the income taxo' The states are beglnnlng to

buy in and to pass 1ncome taxes@ But as we know, New Jersey
so far has not dec1ded to do lt, It 1s one of the dozen or

so states that stlll has not taken the plunge lnto what the

pollt101an would call very cold waterg ,

‘ There is no questlon in my mlnd that the State cannot
'contlnue any longer ducklng the respons1blllty for adoptlng
what is the best form of governmental revenue rlght now-. -

- We are belng penallzed w;thln the State for not hav1ng done
‘this and the people who are attemptlng, I thlnky the almost'
‘lmpos51b1e job of runnlng our older communities, as a matter
of fact runnlng all our communltles, are. sufferlng for want
of the State's declslon to take that stepal’ , '

' The very s1mple thlng about the income tax Whlch we
all know is that you don"t have to change the rate while
the tax proceeds grow@ I am not qulte sure why 1t is that
our polltlcal figures stlck so long to the sales and property
tax as the magor source of 1ncome because pol;tlcally it is
a very tough form to work with. It is not only regress;ve -
the;studles.have.shown, for'example,_ln Newark that the poor
renters are paying in property tax more as a percentage“of |

- their ;ncome than myself and frlends ln suburbs ‘Yike Cranbury.
It is a regressive form of tax, but more than that every year

' in order to increase the,revenueﬂfrom_;tﬂyouuhave to increase




the rate and you have to face the irate taxpayer each year
with that increaée.

‘The Federal government has played some very interesting
games in the last generation. It adopted the income tax and
whether we know it or not, or realize it, the Federal govern-
ment has successively reduced the rate of the Federal income
tax since World War II. The exceptions which we remember,
of course, are the surtaxes of the Korean and Vietnam Wars.
But the long-term policy of the Federal government, which
makes it understandable why the Congress and the President
are so reluctant to get into the urban business, has been
to reduce the income tax rate. Yet the proceeds have grown.
What the Federal government has done is not participate to
the degree a nation should in the»”gutsy“ cost of government.
In welfare costs, they do not take their proportionate share.-
Also in sewage, water infrastructure costs, they are practically
not visible. They have & lot of grant programs which give
people the illusion of great Federal activity. But I am -
sure, as Mayor Sheehan knows, there is really not much money
behind the games that are played with the grants' process.

I am arguing, therefbfe, that the Federal government -
has taken the major form of governmental revenue, the best
form, and preserved it for its own use, successfully and
politically. It has found it a good tax. The state has not
had this tax and as a result has let local governments fend
for themselves. 1In a sense the local government structure in
New Jersey is very much like this nation was from 1783 to 1789,
a loose kind of congeries of .competitive jurisdictions,
trying to make it, runderneath kind of loose Articles of Con-
federation. It was interesting at that time that George
Washington and his friends realized that you had to strengthen
the central government and provide some kind of an economic
unity so that the competitive aspects of the 13 states would
not be suffered from. '

The State of New Jersey has let its municipalities
go on their own, as a result of which it has been "beggar
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'thy neighbor" for.a. very long time. And’any“community which

has gone over the hill in age and where its property is beglnnlng
to become cbsolescent 1sAsufferlng,an_lmpossible political

ball gamed’.Whatkhappens; as we:know, is the revenue

‘diminishes as the needs increase. | -

'The,country_has'alSOvsucceszully migrated’its surplus

4“:\‘

bpopulation,,BlaCks‘from the\south;yPortOfRicansrfrom‘the

Porto Rican’Islands, Mexican'Americans, and the Spanish-
v-speaklng people, into: our central”cities and there'they have
accumulated a rate of dependency ‘which is largely on the.back
of "those - mun1c1pa11tles trying to struggle to pay for it

out. of thelr property tax: revenuese It is really an 1mp0ssible
job for a mayor of an older c1ty to handle the Cchumstance,
' As we have seen happen in Newark and some of our older cities, a
k;nd ofvcynlc;sm develops which leads quickly to corruptlon.

You doh't.have enough resources‘to take care of the general
welfare. Therefore, there is a tremendous tendency to take
care of your own and your friends by some 1n1qu1tous methods. '7 i
This is what we have seen, calloused cynicism, begin to |
‘develop in some. of. these older. communltlesm’ We are lucky
to have the quallty of mayors like Mayor Sheehan who are
\Wllllng to‘take on the financial odds 1nvcasesvllke.that,ny
But it is not merely the over-central cities that suffer :
- from this kind of inaction.on. a broad base taxo‘.It.is‘our '
newetr communltles as wellc o

When we dealt with the Meadowlands, ‘I shall never

forget the mayor of one of those: small communltles comlng ' :

in to testify, saying that he took hls klds out to do his [
muskrat trapping: out ;nrthe-meadows.and.he wished he could

o
o

keep his territory, his municipal territory; virgin and pure -
from this kind of developmentn. But the property tax system o
Whlch said that he had to get 90 to 100 per cent of his revenue = _
‘from lt forced hlm to go shagging after 1ndustry and to make A o
deals with industry which alleowed pollutlen.- Very quickly

as a mayor he.was doing»what~herdidn"t want to do aeia human K
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being and a father;vwhich was desecrate the land of the
meadows. I can‘t forget that testimony and I have seen it
happen in community after community in this State where the
mayor, forced to take care of his own problems on his propértym
tax base, then has to chase after it where he finds it. The
result is that this Staﬁe now, likevmany other parts of the
nation, is not doing many of thé jobs that it should. Environ-
mentally, we are not doihg the job. In terms of housing,

we are in a disastrous situation which the legislatures are

now beginning to feel through the pressures for rent control
that are upon them. The tenants are organizing and we are
seeing the real estate intérests and the home-building interests
also ecbnomically suffering. One of the reasons - and there
are a number of reasons obviously like short and tight money -
but one of the major reasons is that a house with more than

two kids at any income level costs the community more than

it gets in property taxes.

Then we get the business of going to the factory and
letting thevneighbor take care of all of the housing. When
a commuhity, llke Pars1ppany-Troy Hllls, gets deluged with
housing, theh it is in a pos1tlon Whlch the property tax is
not going to solve. » _

We are also penalizing our homeowners. When, for
example, the Mayor of Newark, faced with a $60 million
deficit is asked to balance his budget, the first thought is,
go to the property tax. But the property tax in Newark at-
8.44 would have to go to 13 point something if it were to
sustain that $60 million deficit. You can't do it because in
the older communities if you levy one or two more mills on
the property tax, then what happens? You get abandonments.
You lose more revenue than you actuélly gain from it.

We also are dividing our society in the State of New
Jersey becauée of the property tax system. We are beginning
to see the tremendous discrepancy between the cross section of
incomes of a place like Newark and of other places. The most
radical examplé on the other side, I suppose,is Teterboro,
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which has managed, I think shamefully, to exist using
municipal powers without any real social responsibilities
whatsoever. I am intrigued by the fact if there is any
community that believes in bussing, it seems to be Teterboro,
and I say that with some sense of irony.

There are no magic answers in this business. But I
would hope your committee, simultaneously with what is going
on at the Federal government as well, would begin thinking of
major changes. The Federal government is now talking about
revenue sharing and it is very clear that they are going to
ask the states to meet certain conditions if revenue sharing
should proceed. One condition which I would strongly urge and
I know 1s seriously being considered is thét no state should
get any revenue sharing from the Federal government that has
not put its own financial house in order, that has not made
a tax effort which is pretty clearly in most cases going to
be an income tax, showing that it has done its job before
it begins relying on the Federal government to pull it out.
Also I think they are going to ask as a condition that the
states provide affirmative housing programs and indicate how
they propose to go about meeting the housing needs of their
population. They are going to ask for the reformulation of
- the devices by which State aid is shared by municipalities
and indicate some of these changes before revenue sharing
will become effective or a state could avail itself of it.

Precisely at this time you have the chance - and I know
a lot of us also have to be in on the decision, the legislature
and the rest = to make a statement to New Jersey that says,
we will put our financial house in order. We will begin
adding the kind of revenues that will make it possible for
people to do the job without the "beggar thy neighbor” impli-
cations of the property tax., - , ' o

Now some of the other things that I said in the paper
and I would argue strongly for are these: If we do,movevto

an income tax in this State, I would hope that we strike a
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bargain with the taxpayer. He remembers very clearly, as &
our iegislators, £hat when we enacted the sales’tax andvmade
the promise it would relieve the property'tax, nothing of
the kind happeneda As a matter of fact, the sales tax was simply
added, in_effeét, to the property tax .and no relief_was_felte
I don't think we ought to fool our taxpayers, There is no-
question but what we need property tax, sales tax and income
tax in some mix. But there is one kind of bargain that could
be struck, in which the State»would say in effect, "We will
take off the property tax the cost of schools and we will
finance the sdhool system on a State basis out of the proceeds
of the inéome tax.! So in year one, the property owner sees
he is going to have relief of his property tax. The advantage
of that is obvious. The State&ﬁlMiChigan is moving with
Governor Milliken kind ‘of precariously in the lead in saying
that education 1s really a State respons1b111ty and to guarantee
to the citizens of the State, no matter what areas they live
in, whether they have real estate ratables or not, their
kids are going to get an even break‘in the state schodl system.
_ It is very cléar too that I think we ought to move to
Centralize‘the welfareICOsts, The State has already mdved»to
take over three-quarters of the welfare costs in the State.
There are some loophOles and gaps still remaining. I would
argue very strongly as an interim step the State assume all
welfare costs in the State and then that we all band together
‘and ask the Federaiﬂgovernment to assume welfare costs
ultimately entirely as a national issue. There is no question
that the dependency of this country, now localized and put
on the backs of individual mayors, is really a national
' responslblllty and can best be handled as a national system.
Slmlllarly w1th health, Pres1dent_N1xon very shortly
will be puttlng before‘the country in effect the beginning
of a national health insurance séhemé,vwhich begins to
nationalize the health responsibilities of this country.
If we begin moving up the basic'cbstskof health, welfare and
education, begin relieving the'mayors and the municipal,leaders
of the inequities of the property tax, it is pretty clear
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that we are g01ng to have effectlve, decentralization as well,

‘ Because ‘then remalnlng w1ll be certain hardware costs that
approprlately can ‘be borne at local levels. Although here too
I would enter some suggestlons which may or may not be |
acceptable to many people. I would guess probably a nunber

‘of “our hardware costs ought to be~centrallzedw ,I»would like

to see the State, for example, deVeLop a State water and sewage

system, utility corridors, in effeg t, in which water and
sewage and other. grants would bulld toward a State dellvery of
these capacities rather than by 1ndlv1dual munlc1pa11t1eso
I would also like to see the countles in this State

begln assuming by contract,yas Los Angeles County has done,
a number of municipal functlons, particularly of those
mun1c1palltles that are too small really to give~efficient.
delivery of some of these hardware services. We can debate
which of them'might-appropriately be broughtito»the county
level, but it is clear we ought to move in that direction.

I guess I am saying then in effect what is pretty obvious.
If it is obvious, it is pretty tough political medicine, I
.knOWa It?is very hard in this sodiety'tO*gain votes by going
out for taxes. But I do think the State has reached the
np01nt where we can't play’ games anymore, where we are going
to have to roll up our sleeves and take 1t as a State income
tax for reasons which I have cited to relieve the property
tax, ‘to begln llftlng certaln of these burdens off mun1c1pallt1es,
.and then to be free, I thlnk, to perfect what all of us do
want, whlch ls citizen control of ‘certain thlngs wh1ch make
- sense at the local level. Access to teachers, to pollce and
to ‘our off1c1als should be increased at the local level. ,
And I don't thlnk it ls lnc0n51stent to begln centrallz1ng costs
and in some cases the admlnlstratlon of these services, whlle
decentrallZLng and maklng more - acces51ble the off1c1als who‘
run these programs, : B ' A

The A, T and T system is exactly thls@ *It has nationalized

- its revenue and capltal-systems,_'It is a national communication
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syStem with'compatfble iéohndiogy, Yet at the same time,
all one has to do is dial 8 and you get into the complaint
system. They havejalso'effectively'deCentraliZed‘the’
management of many of these‘services. I don't think it is
1ncons1stent to move s1multaneously ‘in two dlrectlons. But‘
if I were to state‘a.general prlnCLple, it would be that
financing'of these things be‘prObably on'a'higher basis,
and access and complalnt on a lower ba51s._' ' . ,

I would be very happy, Mr. Chalrman, to anSWer"questions;
I am sure that some of what I have.sald is not very palatable,
yet I must say from what experiencepl"have had, somebody
has got to say it pretty soon. = - o i

MR. WILENTZ: Thank you very, very much, Professor.
I am sure there will be questlons. I don't know whether to
call you Commissioner, Professor, Paul or what.

MR, YLVISAKER: The students call me Paul. |

MR, WILENTZ°" I don t know whether it is palatable
or not; it is good . to ‘hear what has got to be said., I
wonder 1f Mayor Sheehan has any questlons° ’ i

MRS, SHEEHAN°* ‘When" you talk about the 'income tax, you4

included the idea that there ‘would be some mix of sales tax,
property tax and income tax.‘ Would you cons1der the poss1bllity
that there could be as part of your bargain a substltutlon _
of perhaps the 1ncome tax in lieu of the sales tax or do v
you feel that the‘comblnatlon of the three is really necessary?

MR. YLVISAKER: There is,no:questionbbut that'yOu could
substitute. However, ‘we do have machinery in place for the
sales tax;‘ We have also begun to adapt the sales tax in
many dlfferent ways so it is less regress1ve than it has been,_.
Speaklng from the governmental s1de and for future governors,
and legislators, I would prdbably say, keep in force what
you have - ddn't glve up,“nothlng,“ but,try to alleviate the
‘burden on the less"happy of those taxes. Relieve‘the burden
first on the propertyvtax.b Relieve the burden second on the
sales tax. But keep your‘income“tax as the majorone°
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Incrdentallyo Mayor Sheehan, if I could 1ndlcate one
’other way in whlch the central 01tles need that lncome tax -
at present, lf you recall = well, you have the prdblem in-

New Brunsw1ck of State fac;lltles and publlc fac;lltles Whlchv

locate in your terrltory and you have to serve them w1th
police and all the rest - colleges more and more wrth pollcem
The lrony of that is, lt is good for your c;ty to have those
‘services; that 1s; it lS a good thlng to have the economlc
activitytgoing'on,‘ The merchants. llke the fact that they
get a payrolla The problem is that the Federal government
- is the only one. who beneflts from the locatlon of those
' iserv;ces in your communlty because they tax the lncome from
.the people who teach there, who work there and the restn You
.get nothlngef You. only get costsm" , , , _
The same. thlng w1th the Medlcal School when we trled ,
to place it 1n Newark - The mayor then, whoever the mayor
.:mlght have beenp had to thlnk tw1ce° Because whlle 1t meant

in ‘the case of the Medical School the fourth largest payroll :

in Newark, lt was a cost to. the c1ty.; And what made sense.
for the people made no sense to the mun101palltya It went o

| :ln theree But it WOuld make a lot more sense lf that payroll‘

"were taxed for munlclpal and. State purposese, , :

| What we are comlng to by the deVLCe of trylng to help
,Newark out. in 1ts extremes is somethlng that none of us
'llke as a general solutlon, not ‘even. Mayor ‘Whalen of Jersey
:fC1tyo, You let Newark have a payroll tax. It's all 1t can
exist on rlght nowat It has to have J..,tw But lt is a poor
substltute for a State tax because 1t leads to competltlve

' :dlsadvantage of prec15ely the city that needs that servacea

If I were a bus1nessman w1th a. 2 per cent levy on my bus;ness‘f

Cin Newark, I would thlnk very serlously of gettlng outs -
| MRS SHEEHANG“ We dlscussed that a llttle bit thls
mornlng@u Mayor Holland was. here from Trenton@ Tt could;be“
‘a worry and a problem, ) D S = |
- MR. WILENTZ@v Any further t::_[uestzl.,ons’> Mr Weathersby'>
’ MR WEATHERSBY°. I would llkelto ask a theoretlcal




question. Leaving éloné all political prabticalities,“dO"ybu
think in the long run it wouid be better tomove toward a
Federal income tax alone with proper return to the states
and simplify it in that fashion? | |
MR, YLVISAKER: I am a little leery of a system in
which‘you.haVe to in effect wait for the other'guy'to*allocate
you your share at his discretion. I think we could consolidate
the administration of that tax; that is, you could fill out
a single form or just add a 10 per cent factor of what you
are paying the Fedéral government., ‘But I would like to see
the State free to determine its own rate and to be able to
say, "This is our shafé,v We are not coming to you for a share
of revenue that yod"mighﬁ give us this year because you like
us and next year not give us because you don't." | '
MR. WEATHERSBY. It could be brought together in one
process? ’ | - o
MR, YLVISAKER: In terms of administration, yes° And
you might consider very carefully'what is happening in -
Maryland. In talking to the Brookings people, Joe Peckman;

- who is one of ‘the really able guys in this fleld'H Joe is

preachlng now that probably all states ought to adopt the
Maryland Plan. Roughly,r as I understand it, it is that the

state enacted an income tax requiring each municipality to

add a 25 per cent levy for its own.purposes. This mandated then

- relief for the property tax and also got the local politicians

out of the box of whether they would or they wouldn't. They
had to. Then theyiwere given the option of moving from '
25 to a 50 per cent override. They'started at 25 per cent.
Nearly all of them have now moved up to 50 per cent.

I made a recent check in behalf of Newark of other
states where they have gone to payroll or municipal income taxes
or state income taxes. Thé experience is all uhiveréally
favorable. While ndbody ever solves the revenue problém;
they are finding lt a good deal less palnful now that they

" have moved away from the property tax.

MR. WILENTZ: Mr. Frank?
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- MR. FRANK: Mr. Smith, who is President of the State
Board of Education, said this morning or rather at Noon
that the local municipality should still retain a reasonable or
some share of the cost of the school system.- I think he
said 10 per ceht, but he wasn't holding it to any fixed
~amount - basically on the theory there would be more of a
-sense of urgency or concern or responsibility or hard look
at the budget of the school. system than if there was no
responsibility at all by the local municipality. Indeed
‘my guess is that A, T and T has some kind of a profit center
COncept,'pursuant to which they make'everybody responsible
- for some charges and they have to account for it. Wouldn't
you think there should be some device retained‘such as that?

MR. YLVISAKER: I like the general principle, but I
‘am not so sure I would agree with his technical answer to it.
Let's start w;th this: The State of Michigan began its
assumption of local school costs with the idea that they

~ would pin it heavily on local tax effort. Then they dis=

"covered that the.wealthier,communities usually do pay more
fbr\education because they_value it,apparently by their culture.
What happens if ygu,leave‘the.municipalities'with some share
of the cost or with the option to spend more, you get back .
into the old competitive systemhwhere the wealthier bid-away
_the.teéching resources from the poorer communities. It is
a subtle little prdblem that I think you have to watch pretty
ca.refullyo

The second thing that I would say would be,»I am not
sure'that financial control ;s more important than performance
control of a school system. Let me indicate what I mean.
- We are seeing, of course, a lot of concern over how much
we are spending in the schools. Sometimes I think that
substitutes for the controls which I would like to see, which
~is holding teachers-responsible for performance. You know,
are the k;ds reading, after a given per;od of time, at a |
proper rate° Are they being able to handle the basic skllls’
The nelghborheod forms of control more recently I think have

84

&

¥




been more directed at that, which I regard as the proper
kind of supervision than probably at the financial side.

I am sympathetic to the fact that you do need local
responsibility. You don't want to give it away, but there
are some of the subtleties that I would raise.

MR. FRANK: What about the other subtlety that a
particular community,perhaps more wealthy than another,might
feel that more should be spent for education than provided
by some state formula? What problems do you see coming out
of that? |

MR, YLVISAKER: Precisely the one I mentioned, that when
they have the freedom to set it at their own level, they will
bid away the resources from other places and you will get
discrepancies in education. ’ _

MR. FRANK: Do you think their answer will be that
they will enlarge the . private school system in that area?

MR, YLVISAKER: They may do that. There is no way of
‘locking that particular door. Americans always will have
the right to educate their kids privately. I think that is
properly joined to the thing that I said, that it is a concern.
Interestingly enough) as I talked with the Black community
where bussing has become such a tough, tight issue, with the
disastrous results you saw in the feelings here in Trenton,
the concern of the Black is not simply of the fact that he
wants his kids to be in a mixed situation, probably less so.
What he is afraid of is if you let his schools go all Black,
then the White dominant majority won't spend money on them
anymore in proper proportions. And the only way they are
guaranteed that their kids are going to get equal education
is to keep.them with the Whites so that the Whites will
continue to put an equal source of money in there. It is
something that few of us realize in the Black attitudes.

This is what I am really getting at, that we can’t let the
educational system become the happenstaﬁtial result of who
can pay for it and who can't.

MR. WILENTZ: I take it that what you are talking about
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is a truly equal kind of educational system. In other
words, the property owner in one municipality doesn’t bear
more proportionately than‘another because no property bears
any educational tax and edueation is paid for in accordance
with some notion of ablllty to pay., based on an income tax.
Then the money comes back through some kind of formula ’
recognizing the varylng needs of municipalities and you redly‘
don't get to the question of worrying about local eontrol of
the budget because what they get back is the budget.=- |
MR. YLVISAKER: That's right. | R

- MR. WILENTZ: [Continuing] == and not one penny ﬁore
_to be ralsed by the municipality.

One aspect of that concerns me. You are going to
relieve the property tax and presumably at that point the
municipality will have this refreshed ability to raise funds

ofor_other purposes. If everything goes well, funds will

be raised for proper purposes and spent intelligently. “But
it may not go well. And I am wondering whether or not:with
this truly'astronomical amount of money that the State would
have to¢put‘in to finance 100 per cent of education~ figures
in the neighborhood of three billion dollars are what Mr.
Smith mentioned as a pOSSIblllty over ten years and he is

not addlng it up to ten years - that's about where it would
be going = are you giving up the possibility of allowing the
municipalities to retain a substantial amount of their
educational costs-and instead of, in effect, an untied grant,
which is what this\education money is in some respects, would
you want to‘consider using some of that money for housing

or for other kinds of grants to the munlc;palltles with s’l:,:I:&:L.nt_:;s’>
In other words, the same old question: Are you net taking a
vast amount of State money and when you pay the whole educational
bill it is in a sense without strings, although it can have
strings in the educational field, but you are not leaving
yourself an awful'lot(of money for other kinds of incentives
to municipalities? Suppose you saved $100 million of that
one, two or two and one-~half billion dollars and said we
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want to usé this for some‘kind‘of”ihduCement fbr housing.
"MR. YLVISAKER. One of the blggest 1nducements
- to hous;ng would be to take the school tax’ off the property tax
very s1mply because rlght now the property tax amounts to-
'about a 20 per cent sales tax on hou51ng Hous1ng is the

thlng that we - want the most and really we are d01ng some
strange thlngs. We are. penalrzrng w1th the highest sales

tax that we have the very commodlty that we want the most.

If you talk as I know you do, to developers, in New Jersey
when they come in and take a 1ook at the possfblllty of- ‘
development the numbers never come out right, one of the

major reasons belng the klnd of property tax that has to be
- borne. ln that development.‘ I would say just by removrng that,
you would probably do more than $100 mllllon in dlrect subs1dles
to munlc1pal governments for hous1ng,b ' ' "

' The other thlngs that are requlred to ease thef ,
' housrng problem of the State are not so much money but certaln N
forms of mun1c1pal restrlctlons whlch are artlf101ally 1nduced '
because of " the property tax. As I sald, if you | have to pay
'your way through property tax"youkdon t want famllles llVlng

in your communlty.f'If on the other hand, the schools were
paid for by the State and off the property tax,»then that
lndlv1dual famlly lsn t gorng to be a threat to you flnanc1ally
as it normally would be. So I see thls ‘one thing.
.' The other thlng is you would then begin to ease

off some of the games that are played through zoning and
bulldlng restrlctlons, etco. We have seen mun101pa11ty after
mun1c1pallty go to one-, twon threemacre zonlng.f In my munm-“ﬁ
,1c1pallty you can t bulld a house under the present building
and other codes for less than $45 or $50 thousand.» That is
'because we are scared stiff of school kids comlng 1n,,5' ‘
| So I would say that one thing would begln unlocklng .
a whole series of restrlctlons that ‘have put us in the hou51ng
blnd that\we are ln.,f» e o . » S

’ ‘MR, WILENTZ: Would you thlnk of tylng the State
aidkto’educatlon,:Sane it would presumably be the greatest



porticn of State aid by far, much, much greater percentagewise
~ than it is now of total State aid == would you consider
conditions unrelated to education?. In other words, would

you use this as some.kind of carrot for other municipal

improvements? - o T o
MR. YLVISAKER: : Yes, I think se. There is going _
to be one,problem.,»When you_start horse trading, we all : ' (T

bring so much to the table, you overburden the bargain after

a while. We allbhavetour'own kind of ideas what we ought to
put in. But one of the things that I would certainly put in as
a  restriction on any aid,tolany municipality of the State is
that if they want the benefits of State productivity, they
~have to take an equal'share-of social responsibilities in

the State and they have to;be_willing'to shoulder their share
of the housing burdens of the. State and the others. Then, in
the:same: way. I, siiggested. the states ought to be required | ;
to have an affirmative housing plan before they'cut into :
the: Federal kitty. ijwould:sagp'municipalities in this State .
ought to show clearly how they are meeting the housing needs
of thelr people in the adjacent populatlons before they get the - T
beneflts of the State tax. . - D .

MR. WILENTZ: - Getting back to the function. of
this Tax Policy Committee, I assume that you would regard it
as entirely proper, if not. absolutely essential, that recom-
mendations concerning making our tax structure equitable and
rational be concerned with a leot more than simply fiscal
problems. S o 3 ' v R - o _
MR, YLVISAKER: Yes. I think if we are going to !
do some major things in. the State - and it is overdue that '
we do‘them - it has to start with a "re- dqw of the revenue .
system. . It is' going to be tough.: |

What I would llke also to have understood = I
have given you kind of the bare boneslof the major.skeleton

of the changes that have to occur. There are a lot of ways
of tempering. them. Since we have had to adjust to the tax _
‘system as it is, you will find a lot .of inequities wheh you ;
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shift. In the act of'»shifting’, there will be hardship cases.
I would hope that much of your: research rlght now would look
into easing the tran51tlon, the shift from one to the nextf!

Some other little. 1deaS° You might look at the -

- Wlscon51n idea. There 1s no: ‘reason why we can "t do it even
here. In WlsconSLn, on the property tax, the elderly report
.at the end of the year how much property tax they have pald
as ‘against what thelr lncome 1s. If the property tax goes
beyond a certain percentage of their income[ they get a
rebate. If they have no lncome and they are still paying
properﬁy tax, they get a grant from the state. Itvls a
negative property tax like a- negatlve income tax. As I

think we know, the prdblem of hou51ng the elderly and property
taxes.:is. partlcularly acute in this State.

- MR’ WILENTZB Do you have any p051t10n on the basic
recommendations of the Musto Report concernlng strengthening
county government° , e : ' :

MR. YLVISAKER: I have“been terribly happy with
that Commission Report. I think it is one of the highest
quality Comm1s51ons we have in any\of the state legislatures.
I like the outllnes of it. They have in effect said that the
county has the potent;al of being an efficient administrative
unit for many purposes which are now decentralized below
that level. And I suggested earlier that we use ' that Los Angeles
tradition of beginning bchontract to work with certain mun-
icipalities, not just rldlng in rough—shod but taking by
.contract some of the mun1c1pal services. :

Now let me make a very blunt statement. In this
State .the county has largely been a political organization,_
not an administrative entity and it doesn have right now
the competence to take on administrative functions. Free-

" holders don't have legislatiye'powers.‘ They control only

about forty some per cent of the employees and of the expenditures
~of the county. They are all-under independent boards and
‘commissions. The optlonal county charter plan that is now.

before the Leglslature‘- I thlnk it is S 513 - makes a lot

89



~of sense. There is one littie problem. I gather that ‘
somé of the county people now in charge got a little nervous
that only 10 per cent referendum ‘can force a change ‘in the
county governmento I understand that klnd of concern, But
certalnly we ought in thls State to begln bulldlng the county
~up with an admlnlstratlve capac1ty‘o Let me repeat again
though, a lot of skept1c13m exists among the voterss That
could be simply because»they have seen the county up to
now playlng political games and it hasn t developed admin-
klstratlve competencee o v '

"~ MR. WILENTZ: You served a fair amount of time in
State government and I wondered if you had any idea, any
" ball park figure about the kind of ‘revenues we are talking
about . ‘We were somewhat; not astounded because we'had"heard
it before,’but’the.educationaIJCOsts go way; way beyond even
- what was discuSSed'in'the"BatemanfcommiSSion Report. If you
have any comments about the kind of dollars ‘we are talking
about, I would like to hear them. If you feel there is no
 point in it, that is 0.K. too.’ o '
‘ " MR. YLVISAKER“ : F:Lrst of all, let me make a :
' theoretical comment and then go on to some practlcal results°
I think we are_go;ng to have to be educated, citizens and
legislators alike, to the fact that from here on in we are
“in° a very tough fina«n'cial"bind‘in'gove‘rnmento ~The reasons

are quite simple. Government costs are largely service costs

and the costs of services in our society are escalating faster

than the hardwaré costs. We have been able to manufacture

at reduced costs or stable costs because we automate labor
out. But in government services, labor is the end product.
It is the bureaucrat, ‘the tax collector, the doctor, the
.publlc health physician, that kind of thing. And those costs
are now rising because those'ekillefare in short supply

~and they are becomlng unlonlzede AllgtheSe“publiC"service
employees are exertlng tremendous bargalnlng pressure on the

wage bill. So as you move into thls,vyou are go;ng to find
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in health, in educatlon, ln the welfare services, in all:
these fleld, escalatlng wage. bllls 901ng faster than the
general rlse 1n the populatlon.~ ‘At some p01nt we just

can't continue to pay each of those escalatlng wage bllls.
You will get the confrontatlon with the service workers.

I don' t llke to predlct the future for the next decade, but
here it is. Mayors, governors, leglslators,.are going to
be up agalnst some tough unlon 51tuatlons. The teachers are
rone of the toughest unlon s1tuatlons that you are gOLng to
run up agalnst,rlght now,i Mayor Lindsay has dlscovered
bhow-rough'thetSanitatiOn,erkers@ situation is. As we
unionize further andlfurther,vthe police properly are asking
for their share; the firemﬁn, to the degree we begln '
profe351onallz1ng,uw1ll ask for thelrs, '

~This 1s why in a way it is probably 1mportant that
- we begin to get the State lnto these affairs ‘more and more.
Because at some p01nt, ‘we are g01ng to ‘have to judge between
apples and oranges. How much educatlon can we buy as against
how much health as agalnst how much welfare, as agalnst how
many bureaucrats, as agalnst all the rest of these thJ.,ngs’>
1f you allow thlS to happen 1n too 10callzed a fashlon, you
won t get a very effectlve result, A mayor can' t stand up
agalnst some of the unlons ‘that. are now faCLng him or her.

) I don 't predlct any easy next decade. Quite the
contrary, it is golng to. get roughl But 1f we. all'understand
~what thefballVgame-is, then I thlnk it is eas1er to contend
with it.. And, as‘I say, I would much rather that the Leglsn
lature get into the act s0 that ‘it ‘can make these judgments
of how much of one as agalnst how much of the other,

MR, WILENTZ._ You thlnk perhaps the State should
lbecome the bargalnlng agent for the employers in the school
dlstrlcts at thls p01nt or soon"

MR. YLVISAKER-' Well, let s say that you obv10usly
w1ll be caught rlght 1n the mlddle' in serving both and hoping
to do -so equally, you will be torn apart rlght ‘down the mlddle,
because,_asbwe havenseen_ln.educatlon, the-boards of educatlon



against the teachers, the legislators representlng both ~
I don't envy you in this position. '

MR. - WILENTZ: But you think' it should be a state—
wide function? | , \

-MR., YLVISAKER: - Yes.

| MR. WILENTZ: Professor Reock?

MR. YLVISAKER: - May I add,by the way, that one of
the impérfections in the Urban Aid Bill, as you know, is
that the formula is a very tricky formula. It has also been
limited too much. There are a lot of other cities besides
the big six to be helped. ' I am now making Mayor Sheehan's
point for her. S ' '

MR, WILENTZ: She only made it three or four times
in the earlier session. _ , - i

MR. YLVISAKER: Not only that - I thought we played
politics at the State level when that Urban Aid Bill went
through and we mandated payroll increases in muniCipalities
with no assurance that we would ‘continue to support those’

- payroll increases. It was "law and order”-a year ago in the
election campaigns and so we easily gave police and others
raises. Many of thembdeserved it. It meant that the State
vintervened; gave the raise in effectﬂaﬁd'then walked out

of it and left the mayors and the councils to continue to pay
those bills.: : :

MR. WILENTZ: Professor Reock?

MR. REOCK: No questions. ‘

MR. WILENTZ: I almost hate to let y0u go, Paul,
because I know there are so many more things you could tell
t.lu.s'-about-° We appreciate your ‘coming here very, very much.

MR, YLVISAKERe “Thanks , and I really do wish you
well. I know how tough it is. There are a lot of us- out
there who are kind of rooting for you rlght now. ’

MR, WILENTZ: Thank you. R ‘

"~ We are fortunate to have Mayor- Blatz here from
- Plainfield. Mayor, if you would take the Wltness stand, wev
would like to hear from you. ‘Thank you for waiting.
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FRANK H., BLATEZ, JR.,: Idon't know whether I
should just say, “dltto," to Dr. Ylv1saker or not. It never
ceases to amaze me: after three years of watching him that

he can ‘come in and’ expound in a very organized and artlculate
manner, I thlnk for 24 consecutlve hours, without ever looklng
at a note or pausing or saylng ”Zor “ah "

I really find an awful lot in common with what the
good Doctor said so far as what I wanted to say, so I will
try to be brief'askI'go through my notes here and then subject
myself to any questlons you mlght have. '

I strongly feel that unless there is major
alteration 1n the system of flnanc1ng mun1c1pal services in
the near future, ‘& city such as Plainfield and many others
just like us will not_survlve. Unless there is a statew1de
revision of the taking sYStem, the.annual "Big Six" Urban
Aid Bill Will become the “Big Ten" and“the_“Big'Twenty“ or
the "Big Twenty-Flve Urban Aid Bill. o
' I haven't come here to ask that the State subs1d1zef
all of our act1v1t1es and all of our- flnances or undertake
the respons1b111t1es at the local level whlch truly belong,.
at the local level; but rather.that-perhaps.you can create
a set of conditionsiia framework of reference, in which we
can survive. ' | L ‘v
' Presently I feel our State system drags us 1n—'b
ev1tably toward flnanc1al collapse. :

I don't even clalm that taxes per se are too hlgh
‘compared to the way people are taxed in other countries in
this world of ours, but that they are unfalrly and dlspro-
portlonately hlgh in c1t1es like" ours because the burden
is not evenly distributed throughout the State.f As. an
example, the average sales price of a home in Plainfield in
1970 is $22, 000. The real property tax there is $1,118.

In a contlguous nelghborhood 1n another" county less than a
mile away, the tax ‘would be $480 on a $22, 000 home. I submit
that this is unfalr and to a large extent why the Urban Aid
Bill had to come 1nto belng 1n the first place.'?
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v In short,the present tax system makes the older_

) c1t1es of New Jersey undes1rable as locatlons for new v

bcommerce,‘lndustry and hous1ng and places the cities at a‘

dlsadvantage in the competltlon for the growth necessary

.for surv;valo’ '_ ’ ‘ _ _ _
I would llke to rev;ew very brlefly for you the economlc_

, hlstory of the City of Plalnfleld. I don t selflshly mean S

'to talk Just about Plalnfleld - and T am sure Mayor Sheehan ,’ '

R

knows exactly what I am talklng about é but to furnish an

example that is typlcal of many m1dd1e~51zed c1tles in
this State today. ) ,

: For ‘the last several decades we kept up our well- . f'
establlshed tradltlon of honest,,non-partlsan government. Our |
'50 000 res1dents llve 1n an area. of six square mlles and we
are the cultural and economlc center for a populatlon of
approx1mately today a, quarter of a mllllon, ‘ .

In the past, our 01ty government con51sted ‘mainly

of tradltlonal housekeeplng dutles that were flnanced by an
ample supply of upper-lncome hou31ng, a good downtown v1able !
_bus1ness dlstrlct and a varlety of lndustry.\ Today, because " v o
of the soc10ueconomlc prdblems we have encountered that
plcture has drastlcally changed j The c1ty government now
through charter change is a strong mayormweak council form
of government and we have become forced by economlc necess1ty
to involve ourselves in a myrlad of new Federal and State.
programs, some of whlch have no contlnulty to the real needs
of our communlty, but they are a means by whlch we can bring
dollars to our communlty and put c1tlzens, if for no other E
'reason, to work . in 1ncome earnlng pos;tlons." , 'j o

~In the future, I clearly expect ‘more demands to‘, o o
fall heavrly on local government.v Very much unllke our _A w
'newer and wealthler nelghbors,vwe'have to plan urban renewal
programs for large areas of our 01ty, we must 11kew1se )
lsupply addltlonal fac111t1es for a rapldly grow1ng school
'populatlon as well as equlpplng our pollce and flremen w1th
1ncreas1ngly sophlstlcated and, therefore, much more expensrve
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equlpment. Other needs Just r vord the. Me,racn will have
to be met - pollutlon, mass transportatlon and flood control,
Our present flnanc1al condltlon allows us no flex1b111ty at -
all in dealing w1th large problems..' o ' '

' The growth in demand for municipal seerces is
not unigque to our communlty, but ‘"I think what is unlque:
- and what the Doctor addressed himself to is that a large
portion of our: res1dents today are members of a poorly-
educated, badly—tralned and sdc1ally—1ll adapted lower middle
class. Thus, in- addltlon to belng expected to meet the
normal increase: in the need for serv1ces, we are asked to g
.‘serv1ce a rapidly. 1ncrea51ng populace who by thelr own very
nature and makeup requlre more serv1ces. Thls is the problem
- of the urban markup»by whlch we mean that the demand for
"governmental serv1ces is greater 1n 01t1es that have more
lower—lncome_people.v The real capsule of it 1s that poor
people are expensiVe.. They require more educatlonal programs,
more job tralnlng, more: health care,vmore social agency work,
. more pollce and f1re protectlon, and more remedial serv1ces.

There 1s no way,}hefnormal expenses, coupled with

V.those of the poor, can be pald'for when there is no ‘growth

in the tax base of a communlty.. The problem of Plalnfleld is
that it . is not grow1ng,_1t can 't grow, and it has no way to
grow.r We have 4 per cent vacant land - 6 square miles.

In our own case, we have added nearly $1,200, 000 in new tax~
able property 1n the. last 5 years. Thls ‘has brought us
addltlonal tax revenuescf$l40 OOO : The demands for 1ncreased
services durlng thls same 5—year perlod has added to our

: mun1c1pal budget $7 200 000 » , '

. The causes of our slow attrltlon are several but
perhaps the most 1mportant, and the ‘most 1mposs1ble to alter,
is the accident- of hlstory whlch put Plalnfleld in ltS"
particular: geographlc locatlon, as a separately 1ncorporated
core of what 1s really now a large city, rather than in the
midwest or in Florlda where annexatlon“mlght be poss1ble.
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Other causes are the national and statewide
demographic and economic-shiﬁts,whichAhavthaken place. during
the last quarter of a century, -over which we have ne control.
~ Our housing, our streets, our”schools,ysaveeour new high
school andulibrary,\our factories and our commercial facilities,
which were prime before and during World War II&are,aging', |
and then again arefclearlyrlessﬂoompetitivevand less desirable
‘in a society that is now enamored with new roadside shopping
malls, modern industrial parks and new;large'expansive'singlee
family residences on large plots offland. As I said before,
we are without.landion‘which to erect new buildings, housing
or factories. We have no major highway and -thus are denied
- probably the third major~asset that;would_keep‘the.local
economyuviable..,In_short, our resouroes,are‘gone, our costs
‘are increasing.andﬁwe really/have-no place to:go for money
or for aid but to thls location rlght here., - o

. We aren"t asklng you to pick up the entlre tab.

-uof our- problems, but we need - someone to put a rope down.and
- a system of help that will allow us to address ourselves
to the very serious problems. '_ . A

I am not here to request. any part;cular solutlon.

- Short of a new tax, such as a graduated income tax, we would
kat_leaSt'ask your consideration for an‘eqnalized statewide
property tax. If such a system were instituted today,

it would result in a staterde equalized rate of 3. 56 per
-$100 valuatlon as against Plalnfleld“s present rate of
. 5.40, thereby giving. lmmedlate rellef to the extent of

34 per cent to the property owner in Plalnfleld

I suggest the dev1s1ng of a formula of. dlstrlm

bution that would take the urban markup, as I referred to
it before, into account since it will cest cities such as -
ours more to deal w1th the types of problems. we have than
it costs our;surroundlng and,more,affluent~ne;ghbors._a

, I am_Willing'to even gouto the extent,since,it is
so.prevalant,bif ourvneighbors*Who-arebafflueht,and are
good neighbors, generally‘speaking, are not desirous of
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aldlng us in prov1d1ng hou51ng stock and the value Judgment
becomes that a c1ty such as Plalnfleld must become a.
hou51ng stock for the poor in the central Jersey area, of -
not shying away from that respon51b111ty.» I only ask that
our neighbors: contrIbute the1r falr dollar share in prov1d1ng
us with the wherew;thal to- deal_w1thvth1s housing problem.

We will become the“housing‘stockxfor the poor~if’that'be'

the case, but glve us. the wherew1thal to do it and pay a

v llttle more for the pr1v1lege of not hav1ng to dirty your
hands and-deal wrth a houSLng cr1s1s or low-lncome people.

, The prdblem 1s very compounded 1n the Plainfield
area. As many of you know, South Plalnfleld Plscataway, _
Berkeley Helghts, Warren and Clark have all now beautlful'
new 1ndustr1al parks w1th1n the 1ast flve years.“ But there
is no hous1ng for the labor market for the thousands of
_ workers who must work 1n those partlcular corporate golf _
- courses. They are llVlng 1n Plalnfleld and they are creating
a great deal of addltlonal mun1c1pal costs for us - educational,
police; fire and other mun1c1pal serv1ces. ' '

j, v In conclu51on, I would just agaln say that I
’ really dlttO in a way what Dr. Ylv1saker Sald in hls organlzed
 presentation. before he .got- to the. questlons. It is probably
exactly what I would have liked to have said and said as
well as he dld - If you have.anynquestlons, I will be glad
to answer. them.,» S 'if;, . T
MR, WILENTZ., Mayor)rthank you very much. Ordinarily
one has to see an individual with his orhher.own touching -
prdblems to feel personally touched " But I personally feel
that your presentatlon was- p01gnant and touchlng about the
City of Plalnfleld R ’ ' '
Mayor Sheehan° o Y }
MRS. SHEEHAN No questlons._ ,
MR, WILENTZ- Do you have any questlons, Mr. Frank°
. MR. FRANK' CIf we ‘had a State equalized rate of,
say, 3.56, do you have any thoughts on what would be the
| theory pursuant- to:whlchvthe State_would‘dlstribute back



to cities? Would you start with so many ‘dollars per
student and then perhaps so*many“dollars'pér‘péfson
and then somehow weight it because of these factors of —-
What was the term you used? 3 o ‘ A

MR. BLATZ: The urban markup.

MR. FRANK: == the urban markup? How would you
put. some figures on that? - ' o

MR. BLATZ: As an attorney we always hate the
hard questions like that. I was with you all the way, as you
put it. I think that you start with the school system and
then you start perhaps on & per capita basis also. Then we
must devise a factor for the urban markup. I might say
that perhaps a way that we could find that=-= I think many of
you are aware of the law suit which Mr. Ruvoldt has started
in Jersey City, which we have just recently joined and T
believe Mayor Kramer's community has joined. In that suit,
Mr. Ruvoldt by way of computer, etc. has certainly come up
with a lot of formulse that he feels.could be applicable for,
let's say, compensatory education. In other works, take
an area where we can't achieve a statewide equality of
education just on a dollar basis because of the makeup of
particular school districts or the districts within a com-
munity. So, therefore, there has to be some compehsatory
money, some ccompensatory education made available to those
students in a more disadvantaged situation. Could we not
expand that formula that he uses or the thinking that goes
into that formula and say in the same type of community you
have that demand for more police service, more fire service,
which also could be computed into a formula? It certainly
would be no truly panacea-type formula that:would be appli=-
cable and help everyone., But I think we could devise a
formula which would aid us. o

MR. FRANK: May I just add that I thought that
both you and Professor Ylvisaker presented lucid and very
perceptive testimony. o o B

MRO:BLATZ:' Thank you. ‘I‘hépe that you will be
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able to do something for us.’ ,

MR. WILENTZ.V Mayor,: what is your reactlon to
Professor Ylvisaker's suggestion that the State take over
the entire education bill? , '

‘ - MR. BLATZ: Inigeneral'principle, I am almost -
totally for it. I think Mr. Frank raised a very good point-
about some degree of local control because I envision to a
point, when Dr.levisaker’got*to the-end, that the State is
going to take over the entire cost of education. And
obviously, I think, you are going‘to have a statewide educational

~system, which means a«etateWide-teachers“ union and statewide
principals’ union and administrators“ nnion; You are going
to be confronted with the’ poss1b111ty of statewide strlkes
rather than mun1c1pally—or1ented strikes.,
MR. WILENTZ- Assumlng you got that strike problem.

out of the formula, how does it -=-

' MR. BLATZ. It becomes more appealing to me, but
I wonder how you are g01ng to accompllsh that. There is
‘a need for some local control, but‘again going back to what
Dr.,Ylvisakerfeaid;\ifthink%performanceyis the better
criterion.f.TaxpaYers*arevVerY"satiéfiedfwhenrthey are
satisfied with thegperformance of the educational system.
Plainfield would be not as badly off as it is if -our school
system was not in the throes of a great deal of instability
now. People in Bernardsvillevpay high taxes but they are
very satisfied with their public school system and they
quietly pay their taxes.' But.-in Plainfield, it is unstable
and they complaln about it because maybe some of the children
are in parochlalvschools-or in prlvate_schools ‘and they
don't 1like paying-the_dual‘educational'bill.‘ '

' MR. WILENTZ: You indicated that short of a
graduated income tax, you might want to have an equalized
property tax. Would you preferfnot to be short of a graduated
income tax? S - S ‘

' MR. BLATZ: I think it is a much more equitable
tax. ' ' |
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MR. WILENTZ:/ You mean.to have the graduated

income tax. You made some reference to the urban aid and
the method of calculating that. LWhat‘waSJyour reaction to
urban aid programsof the past which-in dollar figures were
much, much greater than what is presently referred to as
urban aid? .What I am referring to is the redistribution of
10 per cent of the sales tax funds based upon a straight
population calculation and. increased. school aid based on
a straight per pupil calculation without any weighing
whatsoever of urban markup. o e \ .
- MR.. BLATZ: Of course, i.feel there is an inequity
in elther type of distribution. You,feEL'like_the younger
brother who sees his older brother get all the candy at
Christmas time and he doesn't get any. We were close and,
of course, we lobbied very hard because there were several
urban aid bills with different formulas, with different
population makeups. But to me, that is such a short run.
I think the Geverner has definitely. recognized that it is
a patchwork type of relief, that it doesn't really address.
itself to the real underlylng problems. - v

MR° WILENTZ;~ Would you regard it as one of the

proper functions of the State Tax Policy Committee to address

itself directly to this question of housing? o

'MR. BLATZ: Very much so. It is all interrelated.
If you just address yourself to the fiscal problem, the
revenue problem, without addressing yeurSelf to the reper-
cussions of what you are going to do ‘with the‘meney once.
"~ you have it, then you are not really addres51ng yourself
to thevprdblemo The flscal problem arlses because of the
other problems, T Loy R

'MRé WILENTZ: And vice'versa_perhaps;.,Would you
- regard it as an adeqUate eolution if all we did was to
enable Plainfield to become the housing stock for the poor
or do you think it would be our obligetion to figure out
some way to have»dfher municipalities share the housing

burden?
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e MR FRANKv It mlght be a rhetorlcal questlon.c

"MR: BLATZ~* ‘That's: a. very nlce leadlng questlon,
The 1deal end result,_of course, 1s to have your complete.
mix of the spectrum 1n our soc1ety, especially*in,thism
~highly urbanlzed area of the northeast; We. are'nOt,‘in‘my
opinion, going to surv1ve in thls country unless we can
do that ~that 1s, 1ntegrated not only rac1ally but socio-.
economically. I thlnk_the,duty 1s_there,to try and do
that. L

I have a: very nlce home 1n Plalnfleld and I like
hav1ng a, nlce home and respect other people who want to
have nice homes. “But at the same tlme, I feel I can live
in a communlty where there are lower income people and
moderate 1ncome people and Chlnese ‘and Blacks. - ,

, MR WILENTZ. Any further quest10ns° ,[No'response,]

H.Thank you very much, Mayor,;_ R . ' e

MR, BLATZ. Thank you very much.;‘ , S
| . MR. WILENTZ*% We enjoyed your testimony and it
was most helpful..; N : i | _”‘, | l' | = |

Mr Joseph Gannon has 1ndlcated he would llke‘;

.ﬁto appear to testlfy" Mr Gannon 1s_the Executlve Dlrector

of the Democratlc State Commlttee and we are very happy to -
‘have you here. , -
JOSE PH GANNON: Thank you, Mr. Chairman. I
: sought an audience because I was a llttle bit- alarmed up
until you asked your last questlon.
v One of the great concerns that I have in terms

'~ of the solutlons whlch your ‘Task Force and the entlre Com-
‘mlSSLOn would offer would be the 1nev1table result of
creatlng, if- you w1ll, economlc concentratlon centers w1th
the poor in one closely-knlt area, albelt subs1d1zed by
the moneys of the‘more affluent comlng in from the suburban
areas+ - : . B TR s L Lo .

| As I llstened to the testlmony of Mayor Blatz -
and 1n01dentally he 1s my mayor,_I»hav1ng moved to Plainfield
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abouﬁ four months ago = it seemed to‘méfthat‘if-we were to
present to the population in general the concept that we
can throw off our social responsibilities by providing money
and, as 'I term it, -ec¢onomic concentration ‘camps in centers
like Plainfield, I don't think we would answer the solution
to the State's problems at all. I think on the contrary
we would probably build ever bigger ones, albeit that they
were not fiscal ones, essentially. ' " '

~ In that connection I have listened closely to most
‘of the testimony you have heard today. And it occurs to me
somewhere along the line the Commission should favorably
consider ‘some form of incentives which will provide 3job
opportunities to our less fortunate economic citizens and
give them an opportunity to live in suburban centers as
well as urban ones. Specifically I think that when your
Commission reports, I would hope that they would caution the
Legislature to consider the subsidy of rail or other mass
transit facilities which would take advéntage of not only
bringing the affluent to the cities but conceivably:bringing
the less economic fortunate back out into the suburbs not
only for job opportunities but also for recreational facilities
as well. Thié'we find, politically speaking, is one of
the real great difficult problems which we face.

.I think I have given YOu the thrust of what I
had to say relative to .the economic or socio=-economic con=-
clusions which were offered to you earlier this afternoon.

"There is another area, somethlng I would like to
say relatlve to educatlon and its fundlng As we. have heard
here today, approxlmately 7Q.cents of every tax dollar is .
being spent in‘that field. As we‘heard,earlier-today.too,
it was suggested that possibly a public hearing relative
to whether or not we are.spending our money properly in
that area should be called and those who would be most
accountable,urgedlto"testify,ﬁ I have a few thoughts relative’>
to that. o |
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‘ Flrst of all the questlon of: whether or not plant
usage or capltal 1nvestment is" properly utlllzed seems to
me not to- be a dec151on of the educator himself. It
occurs to me that ‘we ‘have a fantastlc fleld of waste: here.
As my- very fundamental accountlng 1nd1cates, we perhaps
utlllze our school plants approx1mately 30 per cent of the
time. I arrlve at this. by v1rtue of the fact that our
~normal-school year is 180 days, whlch is already less than
half of the calendar year,and I p01nt out in addition to that
that for the- most part- we are us1ng them from approx1mately
8: 30 until 3:30 in the afternoon. "So when I cite a figure
of 30 per cent, I thlnk I am belng generous. I think that
certalnly somethlng has to be done relative to thls. This,
of course, means taklng on the educatlon community establlsh—
ment. As a’ profess1onal pollt1c1an, such rlsks are not ’
normal to me, but I think _someone has got to stand up. ‘We
have to startvquestlonlng this k1nd of publlc expense,
wh1ch isn't dlrectly related ‘to the educatlonal end product.
' I am pleased to note in the same breath of course,

.the recent movements 1n our p'gfess1onal educatlonal c1rcles ,

deallng with accountablllty. There have been recent articles.
»publlshed and speeches made relatlve to the fact that many
of our profes51onal educators are serlously cons;derlng
some kind and form of overuall testing serv1ces which would
. prove that we are 1n fact turnlng out a good school product.
‘I thlnk this 1s long overdue.: ‘This is somethlng that I
think thls Comm1551on could qulte rlghteously demand and
" suggest in- the. strongest of terms. We cannot contlnue to
fund to the tune of $800 per pupll on the average in the
State our publlc school system and then turn around and
have Assemblyman Rlchardson testlfy durlng last week that
most of the. chlldren who graduate from the Newark school
system are functlonally 1lllterate. Somethlng is very
wrong. I think the tlme to call that to the publlc s
‘attentlon is when we are talklng about dollars.
..These.two.spec;flc,thoughts which I wanted to



“ make, I suppose‘Iwha;e more ‘than taken your time to make
and I won“t’go into any more details.' -

It just occurs:to me that there is an argument
somewhere ‘and-somehow to force the redistribution of our
population, using‘taX~incentives;,so_that we get away from
this tremendousvconcentration between the first mountain
of the Watchung Chain down to the Raritan and the same
argument applies from Trenton in the n@rth:dOWh'as.far.as
Camden'alongﬁthe Delaware. Betweenﬂtheseftwo corfidors
there is a large expanse of land which'is virtﬁally poorly
populated, at least so far as spreadlng the demand for
the State, which I thlnk can be" rectlfled prlmarlly threugh
tax devices which you gentlemen and you Mayor Sheehan are
best equipped to suggest. - ‘

_ - MR. WILENTZ: Thank you very much, "Mr. Gannonﬁ
Do any“members,ofvthe'Task 'Force have any questlons?

MR, FRANK: The proposal which we have heard here
today and have heard before about eliminating that portion
. ef'the?property'tax.of the local municipalities which is

- geared to serv1ce the school costs and: hav1ng that assumed

 in effect by part of a new proposed income tax - that -
doesn't: necessarlly contribute to or eliminate any of this
‘economic~ethnic eoncentrations@ Weremyeu saying’that‘in
‘some way if you d;d that —=== ' : '

MR, GANNON: I simply suggest that 1f you s1ngularly

address yourself to that one problem, that, for example, -
if you adopted Mayor Blatz's propesal to provide in'efféct_
some kind of substitute,for‘what weiare'doing‘n0w,'Which
would have the end result of, let's say, lifting some of
the fiscal burden, but also' providing or almest‘dictating,~
economically dictating, that ‘the poor shall continue to |
live in one concentrated center,.you do not: .solve .the
problems of the State. "
MR. FRANK: But the remedy for that - may ‘have~

nothing to do with the tax pollcy.p¢ o ' '

' MR. GANNON: - In my " judgment in real measure it
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does.- : S R T T : L
o MR. FRANK{:JYoufthink'itAqould be effected by
a tax credit”' ."”_’ SRR “f, DI |

MR. GANNON-’ I suggest to you that the sources
of that solutlon are also ‘rooted in flscal measures, that,
for example,_lf you provide some method or manner in which
it pays for a communlty to have a proportlon of lower-lncome
people 1n the. communlty, then you also begln to solve the
socio prdblem, whlch could be aggravated by simply saylng,va
"0.K, We'll contrlbutesome money from around the State and
keep all the poor in Newark ' _ .

MR. FRANK.. What, in partlcular, would make it A
-advantageous for a communlty to have less advantaged people7 l

MR. GANNON~' It seems to me, for example, that there‘
could be,ln fact, a tax penalty for a communlty which by
zoning de51gn or by flscal de51gn 1n some way or other deClded,
to’ keep 1tse1f_llly wh;te‘and hlghervlncome. You could very a
well enact some kind’of legislation which would, in fact, be
a penalty for that communlty to do . so." , | |
o MR FRANK.J We h“ve heard the carrot - or I
guess what we have heard 1s partlally a. stlck and ‘what has

- been suggested: 1s that every munlclpallty would have to

have a certain percentage of hous1ng unlts for the elderly
and perhaps lowecost hous1ng unlts. Is that‘the type of
thlng7 I e T o o -
'vMR GANNON°' That 1s concelvable.- But I think you
should even cons1der methods beyond the carrot. " In other

" words, as opposed solely to 1ncent1ves, there mlght also

be negative results, negatlve economlc results, built into
a tax formula whlch would 1ncrease thelr load if they were
not w1111ng to take upon themselves in their own ‘community .
a certain percentage of lower 1ncome people.

MR. WILENTZ: Any further questions? [No response.]
Mr. Gannon, thank you very, ‘very much We appreciate‘yOur
coming here and glVlng us the beneflt of your thoughtso
Thanks a lot.. o \ .
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MR. WILENTZ: Any further witnesses? If not,

we will conclude the hearing at this point.

[Hearing Adjourned. ]
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PRESENTATION TO NEW JERSEY
TAX POLICY COMMITTEE
TASK FORCE E
As Mayor of a community of approximately 100,000 population, with
;bout 2/3 of its property taxpayers being small homeowners, who are
alrcady over-burdened by an almost confiscatory‘property tax, T beseech
~you to recommend to the Governor and Legislature that our State's entire
tax system must be reconstructed to alleviate the severe public finance
crisis facing New Jersey municipalities ~-- urban and suburban alike.

Your topic today is limited to the important sector of this
immense problem’which deals with service levels, costs and allocatiéns,
therefore, may T respectfully submit the following brief observations and
recomrendations for your consideration:

(1) Eﬂgg&ilgﬂ -~ Educational costs in Woodbridge constitute
seventy cents of cach and every local property tax dollar -~ and although
we are the fourth largest school district in the State, the percentage
of our total schools revenue which comes from the State is only 15%, while
the State average is close to 30%, double ours!:

I'm sorry QO'add, however, thét our schéols' costs problem,

although severe, is nol unique. There are numerous municipalities with

somewhat similar problems -- all of which stem from inadequate Statc Aid!

P ot

There is no valid reason why any of New Jerscy's school districts
should. rcceive less than an absolute minimum of 40% of their revenucs from
the State. This figure would still belbelow the national average, which
is close to 50%! Therefore, I recommend that the State, under a complete
restructure of the tax system, assume its pfoper responsibility as placed
upon it by the New Jersey Constitution (Article VIII, Section 4), "provide

for the maintenance and SUPPORT of a thorough and efficient system of

'

free public schools." The first recommendation in a report on State aid
to local governments issued by the prestigious Advisory Commission on
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Intergovernmental Relations (Report A-34, April (1969))stated the need

for: '"...assumption by the State of substgntiallxqall fiscal responsib-

e smn.

ility for financing local schools... and assurance of retention of

appropriate local policy-making authority." However, because of the

very dire situation facing our homeowner-taxpayers today, some substan-
tial increase, at least to the minimal subsistence level of 40% of

needed revenue, Egggvbe forthcoming from the Legislature immediately,

even before the restructuring of the State's Tax System is completed!

(2) FIOOD CONTROL ~- QOther than education,>there are still

other areas of fublié finance that I feei should have their revenues
derived from a much broader base than that presently manifested solely by
the very unfair and regressive propérty tax. I refer to major capital
expenditures beyond the existing financial capacities of municipalities,
for example, unlike most municipalities, Woodbridge has attempted to
correct the serious flood problem that has existed-almost as long as the
301 years éf our Township's corporate existence. Yes, despite the fact
that fiéures of‘more than 12 to 15 million.dollars were estimated to be
needed to aileviate flooding, our town fathers have embarked on this ex-
pensive, but essential comprehensive flood control project. Of course,
the bonds for this project (since it clearly can not be done as a ''pay
as you go'" current expense budget item) will be adding tremendously to
our municipal debt even though the project is being spread over a ten-to-
twelve year period so as to minimize thé tax impact.

Aﬁ}o, since many of the tributaries ﬁhat cause flooding in our
township also travel through other municipalities, our ''gutsy" approaéh
will not completely emiminate all oﬁr fldoding until these other towns do
likewise! Thus, since we héve been unique in trying to solve the problem
alone (if ouf capital budget still allows), these other communities will
not do so unless they receive help fromrthe State. Theréfore, I feel that

municipal and intermunicipal flood control projects should receive

109



-3-

substantial state financial assistance (which should also be supplemented -
not replaced -- by Federal assistance).

(3) REFUSE AND SEWAGE DISPOSAL ~-- Another service now performed

municipally, that I feel can,and should be, shifted to appropriate inter-
municipal regional authorities, is that of refuse and sewage disposal.
Again, because of the massive, almost incompreheﬁsible sums needed to
construct such facilities, municipalities, limited to property taxes for
their revenue, are unablé to properly provide for this crucial, ecological
enigma.

Therefore,.without substanﬁggl aid from the broader-based tax

capacities of the Federal and State governments, these new facilities,

which are already long overdve, will continue to be delayed--thus creating

more and more irrevocable damage to our environment, especially our urban
riveré and waterways. This aid from "above" MUST be forthcoming as soon
as possible!

(4) Although there are other municipal services that may be
?rought before you'as in need of State and Federal Aid, I feel, at least
as far as my town is concerned, that if the State (in conjunction with
Federal fundiﬁg)‘would provide us with the cost of education, and substan-
tial aid (from 70% to 90%) towards massive, but necessary, capital expend-

iture projects such as flood control and sewage-refuse disposal, then,

‘the remaining municipal services -- at least for the decade of the 1970's --

would be within the capacity of our local property taxpayers. (Of course,
I have excluded welfare as a municipal cost because there appears to be
no debate whatsoever remaining that thé costs for this program should be‘
1007% Federally and State funded.)
| (5) "Hoﬁé rule", in its presently Iimited state, woﬁld remain

unchanged by my above recommendations. ' Except .for some possible, minimal
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review by Federél and State officials, the sﬁbjeéts diécussed‘aboye would

. not need any'shifts‘in control away from "home rule".

_ Thank You for youf'kind cpnsideration of my‘prééentétion. -1 hppe
that after you compietebyourvdeliberation anthe subjects with which you['
are charged; ybﬁr recommendatiohs tofthe Governor aﬁd Legislaturé Q111 
cause the nuch-needed,’and.long évérdﬁe,vrevision'of our'patéh;quilt State
tax structure so as to more efficientiy'-- and moét‘imporﬁantly,--- Egggv
fairly, ﬁrovide the fevénues needed,ﬁd fund the'esséntiai serviéeé of =

municipal government.
Thank You again,

vRespectfully submitted,
o . )

/ AV F
PP 7 e

¥et )
&y -
" Ralph P. Barone, Ph.D. -

"vMayor,;WOderidge Township
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To New Jersey Tax Policy Committee Statement of Mark M. Jones
Task Force E = . P. O, Box 268

State House, Trenton, New Jersey CL - . Princeton, New Jersey 08540
December 16, 1970 o '

Service‘Levels, Costs, and Allocations

‘1 appreciate the opportunity to appear, assa citizen‘and taxpayeriofM
New Jersey,'in the role of a self-sppointed agent of the public interest. 1
think the time has come when we should be realistic about the reasons which
led to the appointment of the Tax Policy Committee and its Task Forces.

' ‘The chief reason is coercion resulting from the rise and domination of
self-interest pressure groups over the past generation and the half- baked
veconomics.which they have embraced and put over on government and the peopie{

Self-interest pressure groups not only have built up a controlling
position but have succeeded in siantingemore_end moreblegislation as well as
pressuring its enforcement, This‘has moved us in a direction which prefers
or privileges perhaps‘S percent of the population7at'the expense of the 95
percent, which is ignored._ It is a case of domination by selfish interests
and disregard of the public interest.

This trend has had an important effect also by way of preventiné_the
logical development of a governmentai management sjstem which‘is concerned »
with repreSenting the public interest in an efficient and responsible manner .
The disregard of fundamental economics and mathematics by selfish interests
and their pressure upon government to do likewise has brought about the
greatest inflation in our history. It is our first inflation of the kind,
and it has occurred almost entirely in the public sector. . Its‘seriousness
may be indicated briefly by pointing out that since'1933 it has resulteo in
destruction of the purchasing power of our money to such an extent that the
- value of the dollar, compared with that of 1933, is now down in the vicinity
of 16 or 17 cents.” A primary question, therefore, is whether we are going
on to complete destruction of the value of the dollar, as the French did with
the franc in 44 years beginning with 191&, or whether we are going to stop the
degeneration and re-establish a new and sound position.

It is from such a background of causation that I venture to refer briefly
‘to several concrete fundamentals rather than to attempt a theoretical and
technical analysis of a nebulous topic such as "Service Levels, Costs, and

Allocations."

The Problemv
The first proposition that I submit pertains to. the basic problem that
confronts the Tax Policy Committee and- all of its Task Forces.» The overall
problem is not taxation.‘ It is excessive spending, The pr0pertyvtax is not
112 '
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a key factor in the situation., The'key factor in the property tthcategoryh
is the increasingly excessive spending on pubiic schools. 'Impartial estimates
suggest that as much as half of the amounts now being expended on the public

schools may be questionable.

Demands for Services

My second proposition is that so-called demands for services from gov-

“ernment, which are supposed to cali‘for_more.and more Spending and taxing, are

synthetic and srtificial,ﬁand have little relation to the-reai'pubiic interest.
Few come from the people. Most come from self-interest pressure groups,
orgsnized to 'use government as a front behind which they prey upon citizens .

and taxpayers. The most-pressure,comes-from political agencies and spenders

employed in government. Most of them blatantly ignore the question that . comes

first - how a so-called need might be met by some private means rather than

to put it over on government at the outset.

. Federal Taxation

Federal taxation is another important factor in the economic ‘and tax
problem of New Jersey. Its impact no 1onger_can be disregarded. The public
interest and a return to‘sound‘economy.require that the State government con-
front this question and start a movement which will deal with it from the

standpoint of the long-range interests of the people and the State. It is

‘not a matter of resorting‘to_a palliative in the name ofvrevenue sharing, as

is being proposed by political spenders seeking more to‘spend.v .The Federal

tax take .is now so excessiveethatfit should not be called taxation. It would

be more accurate to call ‘it embezzlement or,expropriation.

‘The Accounting Principle.

The accounts of government usually are on what technically is called a
cash basis. This is the simplest form of accounting. It is supposed to
serve’to:keep track ofvthe~flow of revenue on the basis of cash receipts and
cash'disbursements. Houever; a system predicated on it meets needs only when
there is no important amount of cash to be controlled and managed. . The cash
basis for government accounting was rendered obsolete long ago by the growth
in amounts and in the volume of transactions._ It is not possibie really to
face the basic 31tuation in this respect in New Jersey unless ve work out an

accrualvsystem of accounting. } Until then, we will not be abie prudently to

~keep track of and‘managekthe enormous sums as well as properties now to be

sustained in any reasonabie‘wav.
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Results and Costs

Government at almost every level is still only half-baked with respect:
to confronting the elementary requirements of responsibility and management
in the handling of the affairs of the State. The principal reason for this
is that no adequate provision is made for the assessment or measurement of
results and costs. Until program-making begins with an assessment of each
project to be financed according to its results during the immediately preceding
fiscal period, together with an assessment of costs for the same period, there
is no reasonable basis for determining whether the project should be continued.
As a rule, a spending project should be considered for discontinuance once in
each fiscallperiod‘either because of its possible failure to meet the need for
which it was established, or because it has succeeded in meeting the need .and-

is no longer necessary. : : ' ol

Statistical System

In the absence of a comprehensive picture of the existing statistical
system for the New Jersey economy, one can only surmise about it. That it is
a hodgepodge of-accumulations, not put together according to coherent principles,
is probably a proper 1nference. Such a hodgepodge leaves out of consideration
proper measurement of value and the need for'activities'carried on by State
and local governments’as well as the impact of the activities of these govern-
ments upon the citizens and taxpayers of the State, Also, it does not provide
the proper information about adjoining States and particularly the many pertinent

"factors about their competition with New Jersey.

The Appropriations System

The appropriation-making system of the State government also suggests
more of an expediency hodgepodge aimed at keeping on keeping on. It apparently
begins in mid air and proceeds from the top down instead of from the bottom up.
It results principally from the fact that the press and the politicians have-
joined together to condition public opinion to believe that the logical starting
point in making up a spending program for government is with needs. This
means, of course, every kind of neeq that can be conjured up-by anyone who
thinks he might be able to use the government for selfish purposes, We now
hear a constant clamor about crises of the cities and crises in spending for
this or that program of government. All of which is phony.  There are no
crises except in the minds of politicos who want to get more money to spend
without justifying it. , _

There is only one logical basis on which to predicate spending by
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government., That 1is to begin with amounts reasonably available to Spend on
the nonproductlve overhead expense of the economy without subjectina the tax-
payers and citizens to undue strain in malntaining their scale of living:

Government does not come first. It is supposed_to be for the people.

The Image
Finally, I suggest that the image being projected by the State govern-

ment as to its attitude with respect to the economics of a nonproductive
overhead system, is of the greatest importance. If each problem which crops
up 1s to be discussed in terms of increasing»soending and perhaps increasing
taxes, it naturally tendé toward further unsettlement in the qulic mind and

heightens the widespread belief that tne wild and baseless;spending of recent

years will be continued. On the other hand, if the public statements made by

public officials with respect to such matters procaed from the standpoint of
prudence and responsibility, 1t will soon result in a different state of mind
and less concern on the part of the public generally.' At the present time,

we'are in what some call a recession and others call the early stages of.a

.'depression. - This, of conree,vis primarily due to the psychology of the 

publ{c as it reacts to reckless and unintelligent statements of political

authorities. Most thoughtful persons are concerned about the signs of

‘spreading revolt among citlzens and taxpayers with resPect Lo excessive govern- L

- ment spending and 1rrationa1 taxing..-,'

"Government is a trust, and the officers of the -
government are trustees; and both the trust and the
trustees are created for the benefit of the people." -

- Henry Cley ,
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TESTIMONY OF PAUL N, YLVISAKER

—p—_,
BEFORE

GOVERNOR'S TAX STUDY 'COMMISSION

November_ZQ{'iéfo :

Thank you, Mr. Chairman, for the opportunity to present my views
to your commission. e, who are newly on the outside, donft envy you
your task. You are at the center of the most criticai iesue facing
New Jersey. In the long list of things this state must do, tax reform

has to be first, both in importance and time.

Right now, New . Jersey 1s flohtlno 1ts tax system -- that is, 1f
‘anythino as chaotic as our revenue- ra131nf methods can be called a
"system." eresumably, we levy taxes to raise the money needed to do
the thlngs peoplie want government to do. Bot the result is often just
the 0pp081te.» Many of the thn s we want to do, and should do, cannot
be done, simply because tney run head-on 1nto the tax system that raises
the money to do them. le are all familiar with the absurdities that
result.' In fact, we may be too famlllar with them. Je have learned to

accept the unacceptable.

How much sense is there in a tax system that makes it financially
undesirable for a municipality to be the'site'of'a park, or a college or
va>mnseum9‘ hat logic is theve 1n raising mcney to' pay for schools in
a way that forces municipal governments into the demeaning bu31ness of
putting up barriers against ramllles with children? ﬂhy should a factory
that pollutes the air, water and landscape be looked at and chased after as
a tax asset? ‘ihat kindmof tax system is it that forces our once thriving
urban center into a virtual bankruptcy? #hy should we force municipalities
into a merciless competition‘thet threatens to make losers of everyone? ‘
This is what we do with our present taxes. And to top it all, we accept
these bad results in the nawe of a.packase » taxes that is regressive,

inequitable, and hard to adminis:ter,
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, Uhile‘thereksre a lot oF thlnvs wrong with New Jersey '8 taxes,
anyone who ha worked in or with local overnment knOWS that the worst‘
of a11 is the property tax. No state is as hooked on the property tax
as New Jersey is. e are approachlng two ollllon dol]ars a year 1n
pxoperty tax co‘lectlons.- ”hls would ‘be an enormous burden if it were
spread evenly across the state's popu?atlon.’ It is the eguivalent of a
20 per cent sales‘tax on hous;ng or a six per cent gross lncome‘tay, no
-deductions and no exemptions. ‘He would almost have to t11p1e New York »
State's 1ncome tax rates to produce as much as the propelty Lav ertracts
from our residents. But even worse, the tax is not spread_evenly. vbrom"
one municipality to'the neﬁt- the burden varies. Our’“eterboros get off»
cheaply while our Newarks are ‘given cruel and unusual ounlshnent. And
within mun1c10alit1es, one taxpayer may be under-assessed while his
neighbors ‘down. the block are being over- -taxed. The property tax is a
difficult tax to administer even with ideal laws and assessment agencies;

New Jersey's are certainly short of the ideal.

. The pressure of the propertywtax distorts developmentrpatterns

. in the state. - In our older cities, priva;e construction of hou31ng has
stopped. 1In the rest of . the state, zoning deSLgned to hold down property
taxes heips to prlce most New Jersey»famllles out oF the hou51ng marketr
Even 1f interest rates drop back to more tolerable levels and mortgage
£1nan01ng becomes more avallab1e, ‘the property tax w111 continue. to _
stlrle housing in thls state unless there are fundamenLal changes. . It has

" become almosr a cllché in New Jersey for people to warn that the property '
tax "is approachlng conriseatory levels." “hen you see the abandoned, ‘
vandalized building s in Newark and‘our other old cities, you realize
that they have passed the p01nt wnere an additional levy will bring any
>add1t10nal revenue, . It w111 only drlve out the home-owners and tax—

payexrs who remain.

makes sense for some of our gO'ernment services and planning

e

N
to be done regionally, but tae ’oea17pronerty tax makes‘it-imposSible to.
do Such c'ens:‘lble thing ‘The lesal experts tell us Lnat our state and

v rederal courts are gett1n° ready to throw out many o0i the zoning
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practices which_prevail now, This, too; would bg senéiﬁle. But if it
happens without fundamental changes in oﬁr‘propé;ty tax System,»the
results may be extremely painful for even those municipalities which

until now have found éanctuary in exclusionary practices. .

The property tax is the.mAjor source of revenue for running_our
public schoois. If it were a good source for this revenue, then maybe_
we could accept all the other eviis the tax perpetrates., But we don't
have even that consolation., You are all familiar with the statistics
that show some muniéipalities éble to provide money for education with
~a moderate tax effort while others cannot provide minimal levels of
education even with crushing tax rates.. .This is unfair to thousands of
our children, wasteful of tax money in the iong’rUn,,and‘somevpeople
_think it is even slightly illegal, éince»our constitution says it is the
state which has the duvty of providing for a free-éublic schoollsystem‘for

all of our children.

Finally, the property tax is a constant obstacle to doing
many o the things that are necessary if we are to avoid the Kerner
 Commission's forecast that this nation is headed for racial and class

‘division, “two societies, separate and une:ual."

Thus}_l‘think we need to refofm'the'ground ru1e$'6f,our tax
system, if we are to make any headway against our most serious problems.
That reform.has_to start with the property tax, If we walk around that
issue, then we head further into the uicksand of unjust, counter-

productive tax policies.

ie should seek a new tax system which is based on ability to
pay, which reduces the competitive scramble among municipalities, which

grows as our economy grows, and which produces results we can live with.

The first princivle I think we should follow is that income
taxation, not property taration, shculd be the keystnome of our tax
system. A graduated income tax is the most equitable way to raise
government revenue. It has the added zdvantage of producing revenue

growth that outpaces the economy without incréasing the rates, ‘Increasing
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affluence and ihflatibn force continuous rises in sales and property
tax rates. A graduated income tax produces more revenue as affluence
‘and inflation driverup govefnmént costs -- what‘the economists call
"income elasficity.", A study'by‘the Brookings Institution recently
pointed out that federal income tax ratesvhave been reduced during the
past tWo’decades'whiie producihg vastlj’mofé money. What other tax cogld

make that claim?

I_wouid noct like to see‘ah income tax simply piled on to New
Jersey's presént'heap}of taxes. I am not bpe of those who thinks that an
income tax is goodrfpr the sbul;'wheﬁher you need the money or not. it
has been pointed out‘thét‘Neinork State has a tax system much like New
~ Jersey's except that it iﬁposes an income tax and provides a higher
level of state aid to schbols and municipalities. = The percentages are
‘different in New Yofk, but their prbspécts are no be:tervthan ours.

The key mistake New.York made is that it enacted a full array of taxes

without .doing anythihg significant ébout its propérty tax. .

1 believe adoptidn of an inéomé tax in New Jersey should be
coﬁpled with abolition of as much of the local property as possible,
This'would both sound policy and sound politics. Done properly, it
. would produce good results on housing, education and development paﬁterns.
It wouldlalso assure taxpayers that for the first time, there would be

visible property tax relief.

The most sensible portion of the local property tax to abolish

is the local school tax. It is the cause of most of our bad zoning,

bad planning, municipal competition and unequél education. Our schools
vshould be financed by state taxes. i know. an income tax would not '
provide enough money to replace the entire local school fax. But it
could repiace most of it, . If we must still tax;real estate to pay part
of the school éosts, then»the,State‘should levy that tax at a uniform,
statewide rate. This is wﬁét Governor Millikan proposéd in Michigan and
it has‘been endorsed by leading edUcatois. It removes the motive for | |
fiscal zoning and prov1des a. mechanism for equal educat1ona1 opportunlty,

.regardless of where a child lives.
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Newark is New Jersey's prime city; the headquérters of principal
firms, and the primary case of our failing fiscal system. Its critical

 financial position can no longer be ignored -- or callously dismissed

as a case of municipal corruption. ' A new mayor is making a new,start --
even offering to pay most of the costs by a local tax effort -- if only
the'State will allow him. He can't add to the property tax without
1osing'his taxpayers. . He is ready to risk a payroll tax.~~What really
makes sense would ba fop the*State powc 4= ~andinéts afher the safety of
next year s election -- to face up to the immediate necessity of a
state income taxvthat would recognize the State's obligation not just
to its principallcity, but to the hundreds of its'other municipalities
- who have been consignedfby.our present tax structure to the moral and
vifiscal bankruptcyiof beggering themselves'andytheir‘neighbors.
I am sure that state financing of'lOcal'school costs could be done

'nithoutltaking awaydthe local power to set:school policy.

v ‘Use of an income tax would-provide the state with a mechanism
to solve some Bf its other tax inequities. - Instead of trying to make

the sales tex‘equitable through exemptions -- an effort that is bound

»to lead to special deals;and ingustices -- we could eliminate the
exemptions"and paybrebeteS»on the basis of income. In the same:way, it
would be possible to prov1de an equitable housing rebate to elderly ‘ _j‘yjig
;people ‘The $l60 property tax deduction our elderly will get next year ' SR
does nothing for those who rent their housing, an obvious inJustice.

oespecially since their rent includes the property tax that the owners

pass on to them

I hope your commission w111 look at the hodge podge of taxes
'which are collected by the state and returned to municipalities through
-a variety of miscellaneous formulas. These include the bank stock
tax and taxes on public utilities. We should see whether these taxes
are being distributed in a way that is just and productive, or whether o s

'they include inequitable windfalls.

e
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I believe that fundamental tax reform must do something about the
critical condition of our central cities. With few exceptions, they

are in terrible financial shape and they are not improv1ng ‘We all

have become conscious.of the situation in Newark in recent months.

Abolition of the local school tax would provide some help for
the central cities, since it would reduce their local property tax

burden. It might also set in motion long-term development trends that

.would make the citiés'economically viable., But in the meantime, the

central cities must get special help.

One_constfuctive step Qould be ‘for the state to pick up, on an
interim basis, the full cost of welfare in New Jersey. ‘This would éase
the property tax burden in the central cities and their suburbs. I don't
advocate this aé a long-term program. The federal governmeht must take over
financing all welfafe'in the nation. It calis the economic tune and
it should pay the piper. New Jersey should take the lead in puéhing for
federal assumption §f Qelfare»coéts, and I dbn't mean through some
feeble words and geétures. It should actively use every resource it has

to get the federal government to do its proper job.

In addition, we should reform and expand the urbanaid program
that has been in existence for two unsatisfactory years. Ve are now
distributing $12 million a year to the six largest cities according to

a formula that reads like something from Alice in ‘Wonderland. Far more

Hmoney should be put into the program. Some ‘of it could come from the

$25 million which munic1palit1es.get as a return on the sales tax. The
money should.be ﬁaid'tovthose ﬁﬂnicipalities, regardless of size, who

tackle the state's most difficult social problems. -- those who provide
housing'fdr the podr and near-poor, who zone for people and not against
then, who take on the welfare burden, who provxde sites for heavily used

tax-exempt facilities, who accept reglonal responSLbility.
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Any municipaiity'that takes on such ﬁrbén responsibilities should
qualify for‘aid and the formula payments should be‘large enough to make
it worth their while. If our old urban centers continue to be the only
munlcipallties that take on these social burdens, they will get the
lion's share of the urbanaid, and they will need and deserve it. If
developing areas which foresee their urban futures decide to take on
such problems in exchange.ﬁor.state,urbanaid, we may open up housing

and environmental choice for many people who now have no choice.

I think we éhould press for the same principle in any federal
revenue-shafing legislation. OtherwiSe;‘revénue-Sharing could become
simply another inadequate crutchvfor state and local governments. rFor
those who look to federal revenue-sharing as a future pot of gold that
will buy us out of our financial problems, I wouid advise healthy
skepticism. The amounts of money being talked about-- and it is only
talky 'so fai -- will not do enough of a job. Thé revenﬁefsharing,
 legislation lying dormantvin,Congfess now would build up only after five
years to an allocation to New Jersey not large enough to ¢6ver‘é one-
year increase in our state and 1ocai budgets. ‘And when such mpney should
ever start flowing, I personally would argue that not a dime of it

should come to any state that had not stralghtened out its revenue
‘ uatems and made the kind of a tax effort that a shzft to en - income
tax base and an equitable formula of distribution among 1ts own

muniCLpallties

I know I have put before you some suggestions that involve the |
most sensitive and controversial issues‘facxng this state -- an income
tax, constitutional change, welfare financ;ng, educatidnal financing, 
aid for central cities. Politically, maﬁy of these things would be -
tough to do. But I believe the alternatives would be much worse. I
respéctfully urge ybu not to back away from what is politi¢ally :»

uncomfortable when such great issues are at stake. You represent what
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very well may be Hew Jersey's last real chance to do something con-
structive about its tax system. Two hundred years ago, another group
of Americans risked not only their civic and political comfort but
their lives to make the kind of fundamental changes that were necessary
for our society's continued welfare and survival. The time has come --
is a fact long overdue -- for another exercise in statesmanship and

courage.

Thank you, again, Mr. Chairman.
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