. 0r
A I
3
Cw
&
— ¢
L S
o
L2
N
i

PUBLIC HEARING
~ BEFORE -

THE COMMISSION TO STUDY THE IMPACT OF THE

“COST OF AFFIXING AND HANDLING STATE CIGARETTE TAX

STAMPS, APPOINTED UNDER THE PROVISIONS OF
SENATE CONCURRENT RESOLUTION NO. 8 (1957)

».Held°" o
‘Senate Chamber
-State House.

~* Trenton, New Jerseyff-uv

5 ’March 15,v1957 j

MEMBERS OF COMMISSION PRESENT:

Senator Frank S. Shershin (the Chairman)
Senator. John A. Lynch _
Assemblywoman Ruby V. Perfette -
Assemblyman C, William Haines

- Assemblyman Bruno V. Krawczyk

[

K kA
)







INDEX OF WITNESSES,

Morning

Bernard Saltzman, Esqg. Co
repfesentlng Tobacco Dlstrlbutors Assoc1at10n
of New Jersey

Monroe A. Lewis
Executive Director, Tobacco DlSLPlbutOPS
AQ3601at10n of New Jersey

Professor Edgar O. Edwards
Associate Professor of Economics,
Princeton University

Harden E. Goldstein
Associate Director, National A33061at10n
“of Tobacco Diotributors and Dlrector of Market
Research ‘ :

Afternoon

Bernard Brenner
President, Pennsylvania Association of
Tobacco Distributors

Clarence Irwin ' -
Tobacco Distributor, Trenton, New Jersey

Sol Kolodny
Jersey City Tobacco Company

Abe Marowitz

Jersey Ccast Tobacco and Candy Company, Belmar

Louls Stomel
Tobacco Distributor, Camden

Morton Sclondz
New York Wholesale Candy House, Newark

Harry Rosenblum v
Tobaccc Distributor, Paterson

Harry M. Michelson
Gliken Bros,, Newark

Aaron Neeld
Acting State Treasurer

Arthur J. Cramer
Principal Accountant, Cigarette Tax Bureau

Page

70

1A

10A

11A

1A

17A
184

19A°






| SENATOR FRANK S. SHEP#SH‘IN“-(THE'CHAIERMAN)‘ This hearing'
'Wiliyﬁéwmé&me iélordef; This is a publzc hearing under the‘ff,v’
vaQVISionS @f Senate C@ncufrent Resaluti@n No°,8; We will |
| preceed until 12 309 at which time we will adJourn for lunch; .
I W@uld like t@ ask all witnesses t@ be - back at 1 30 as. l
 understand there are quit@ a number eof wﬁtnesse% here and
it will take pmbabny all dayo L | e
F@r the recerd, I understamd that Mr, Bernard Saltzman'-  ’
- is representing a gr@up @f t@bacco distribut@rsy or rather“' |
representing the T@bacca Dnstributars-Asseciatiaﬂ @f New Jersey;:'
and Mro Aar®n Neeld Acting Treasurer @f the State @f New Jersey
and f@rmerly head of the State Tax D1V1si@n is here with some
accauntants wh@ will testify when they are requested t@ do se f:’}
by the C@mmissi®noi | ' |
| | Mro Bernard Saltzmanovl :_ o o
"BERNARD _:s A L»T" M A No. f'Mz‘“.(»'Chairmaﬁ;ar' |
SENATOR SHEESHINA' Before you start Mro Saltzman9 may
1 nntr@duce the members @f the C@mmissionwk To my right is £
Assemblyman Hain339 AssemblyW@man Perfette° Assemblyman
- Krawczyk° and ‘my name. is Senat@r Shershino_,_,f
~ Y@u may pr@ceed | :' R _ _ -
MR SALTZMAN: Gent}lemen of t the C@mmm%teé, i rep’ref'isén.t""
the Tebacce Distributars Assaciati@n of New Jersey who are:;"
 appearing here t@day in behalf @f the cigarette industry in -
the Stateo we feel that certain inequities have resulted t@ -*ii
the t@ba00@ distrﬁbut@rs in New Jersey by reasen @f the hurried
passage last March 26 @f Assembly Bill u559 which is n@w Chapter
}10 of the laws of 19b6 In @rdef to gﬁve y@u a. proper picture,'
“:,1  : C : ,
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of the matter a$ it now exists, I will give you this brief chron-

ological order of events, By chapter 165 of the laws of 1948, the

Cigarefte Tax Act was passed and can be found in New Jersey
Statutes SASMOAw1» et.seq. Under that law, a cigarette tax
of}three (3¢) cents per package of twenty cigaréttes was
imposed and a discount of 5 percent of the tax was allowed
go the distributors who were charged with the burden of
affixing and handiing the tax staﬁps on the cigarette
packages. } . _

SENATOR SHERSHiN? Will you say that again, I missed
it, I just slipped a note to someone, please.

MR. SALTZMAN: TUnder the 19h8 law, Senator, 5h8hOA=13
the Cigarette Tax Act, a cigarette tax of 3 cents per package»
of twenty cigarettes was imposed and ét'the same time, a
discount of 5 percent of that tax was allowed to the distri-
butors; who were charged,wiﬁh the burden of affixing and
handling the tax stamp on the cigérette packages,

It later became appafent ﬁo the distributors,; as a
result of their experiences and trial and error, that for
about 90 percent of the industrymthe tradeuthe discount of
5 percent of that tax was not sufficient to meet the cost
of their expenses which they incurred'in stamping the tax
andthat actually théy were losing money through the operation.
Barly in 1956, Assembly Bill #,03 was introduced into the
Legislature which provided fof én increase in the tax of two
(2¢) cents, raising iﬁ from 3 cents to 5 cents per package.
This bill was silent as to any reduction in the rate of the
discount and the distributors"wére of the opinion that their
financial burden of sﬁamping the tax would be relieved to a
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great extent by being able to. obtain a discount of 5 percent
the rate which existed at that time, of the new higher tax.'

‘But on the night of March 26 1956 at’ about ll OO P Mo after iV'

a conference ef the legislators in the Governorﬂs office

7 Assembly Bill #MSB was 1ntroduced in place of Assembly Blll
~:#h03 This new bill provided for ‘an increase in the tax of
5 cents, an 1ncrease of 2 cents9 and a decrease in the rate
"of the discount allowed the distributors now grading~1t S
from 5 percent to 3 percent The sponsors of thls bill
,pointed out at that time that it was of the utmost 1mportance’“
:and urgency that this blll be passed that night in order tobl
'meet the deadline of . April 1 1956 which was the 1ast date on _t
which an increase for that year would be allowed the program |
t'of state educationt» These sponsors conceded that there had
not been any time at all to go: into a study of the problem
of the amount or rate of the discount and promised that in |

the immediate future9 real con31deration would be glven to'”

’the question as to whether or not the decrease in the rate had -

been fair, and Just under the clrcumstances,} As a result of
that commitment a blll subsequently was introduced which '
‘resulted in a survey being made by the Director of Taxation.
, SENATOR SHERSHIN° ,Do,youfhaye‘the nnmber~ofuthat -
bill, Mr. Saltzman? | SR S .

MR NEELD:  S. J. R 7

SENATOR SHERSHIN° What year”’

WR, NEELD: 1956. |

SENATOR SHERSHIN: Mr. Neeld volunteers the information
that it is S,J.R. 7,(1956). Mr ‘Neeld, was that a result






'Vvof a bill that had been 1ntroduced prior thereto? Counsel
- says there was a bill introduced in 1956 The bill did not
move. However a substitute was put 1n, S J R 7 ;Do'
_;you know the number of the bill that S J R. 7 supplemented°
. MR NEELD° Senator all of thls happened in a very |
;short period of time in 1956 in the month of April I
- belleve and I have no knowledge of any previous bill
‘There were, of course tax bllls introduced in which the
rate was proposed to be changed from 3 to S cents per pack
and the discount rate was left at 5 percent . |
SENATOR SHERSHIN' That was Amu03 that Counsel is "‘
'_talkipg about and which I have sent for a copy of
MR, NnELD° That 1s correct _ g v
SBNATOR SHERSHIN° Then, of course, he advises us
ltnat there was .an AthS whlch was your decrease blll and
that lS the one that evolved after a conference of the
legislative 1eaders and the Governoro_ I§suppose you‘were
at that oonferenceg too‘ werc you not§ | -
MR, NEELD@ Yos, sir. . |
| SENATOR SHERSHIN° That ‘was at 11 OO in the evenlng, :
or something? . | G : ; - | »' |
: MR NEELD° That went on all evening° ',.f*i
 SENATOR SHERSHIN,, ‘That went on. all evemng‘?
MR, NEELD: Yes.
SENATO R SHERSHIN: Thank ;by'ou‘o -
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MR, SALTZMAN° Senator the b111, or resolutlon, that
'was passed which called for the survey to be made by the
'Dlreotor I belleve, waS»Besolution #lO»which‘wasrpassed on
June 28, 1956 N | ‘ib v>n_” “dll . ,
SENATOR SHERSHIN° ‘When you are talking ab'-a,ut‘ Resolution
#10, you will have tos Counsellor give u'sfbett'er'»information'
‘tthan thata_ It is either a Senate resolutlon or Assembly '
vresolutiona a:d : _ | - $> ,;Qu,ﬁ~ﬁ- ‘ .
| MR SALTZMAN° It becomes J01nt Resolutlon #10 Wthh is
referred to in the back of thls part _ B ‘”
SENATOR SHERSHIN° Senate Joint Resolution #10,kf‘ v
MR, SALTZMAN° Did you want to know the number of the |
‘blll that was introduced whlch brought about the resolutionv
~and ‘the survey* ‘ : " _ o H‘ |
SENATOR SHERSHINfr That is right i ‘ |
MR, SALTZMAN: As I undersf;and 1t was Assembly }3111 #460- -
and Senate Bill #193. R '_ ST, RS
SE‘I\IATOR“""SHERSHT\I? All in 1956‘? f N 3 o |
MR SALTZMAN° Yesggsiro As a matter of fact the bill A-
u55 was passed on.March 26 1956 in order to become law
before April 1. As I saidy as a result of that commitment
by the sponsors9 this bill was subsequently introduced in
each of the Houses and it resulted in the resolution that i
told you about and a written report was made by the Dlrector :
dated September 7, 1956 I have one of the copies here and B
I trust that - additional copies of this report dated
vSeptember 7, 1956 have been made available to the Members
of thls.Comm;ttee,_ IR -
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Now9 for the purpose of this hearing, I started to

, state that we do not take issue 1n thls survey w1th the B

Director“s figures on all costs except those of 1abor,1;'

:Whlle his general figures are accurate from a. mathematical
'point of view it is: our contention, which we w1ll today

| support w1th ev1dence that its basis 1s erroneous and that

1abor costs cannot be computed on a basis of averages or

*percentages or on any premlse of mathematical computation,’-
" But 1n a situation 1ike ours-'ln our particular 1ndustry9v
there are certain practical aspects and elements which must

“be taken into consideration ‘and which, in our opinion,_ :

completely overweigh and refute the mathematical formula,p

Our testimony will show that there are, in the Tobacco

Industry in New Jcrsey,‘about lOO res1dent distributors,

of which about 50 percent are 1n the category of small

..distributors9 who are the persons or firms who . are suffering :

finan01a1 loss because of‘the low rate of discounta In our

:v1ew, the Director should not have pro rated the labor costs

in his survey based upon the operations of only one or two ’
distributors in the State of New Jersey who stamped 160 |
or more 01garette cases-a day He should consider the actual'*

labor costs of all of the distributors in this operatione

,.It is in that miscalculation of the basio premise that we say

thore is. a real inequity in: the mattera_ We respectfully ask
that after this hearing and the due deliberation of your -

_Committeeg you will recommend that adequate relief be
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afforded to these distributorsg‘Wh®/9O percent of the

industry andwhom we call the ﬁmil man'bf‘the industryg‘by
reinstating this discquntbto the percentage of_5’percént
on the present tax, , | _

SENATOR SHERSHIN: Mr. Saltzman, I understand,
therefore, that the issue before this Commission is the
one of labor costs,. |

A, I would say so.

Q. Your statement that there are 100 resident
distributors and that 90 percent of them afe small
distributors-=-=the 10 percent of>them are large distributors?

A, I would say in the category of large to ﬂediﬁm.
large, » | | |
| Q. Could you tell‘us‘just what percentagéiof the
cigarettes sold in New'Jersey are distributed by thatrlo
percent?' | o |

'.A; I think that the next witness will be in a position
~ to tell you'exactly concérning statistics and figures,
Sénatorg because he is the Executive Director of the
Tobacco Diétributors Association of New Jersey and has long
‘been identified with ﬁhe cigarette industry.

SENATOR SHERSHIN: You are referring to Monroe A,
Lewis? | |

MR. SALTZMAN: I am referring to the firsﬁ witness,
if‘you will permit me to call him at this time, Mr. Monroe A,

Lewis. All right Monroe,
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MONROE A, LEWIS: My name is Monroe A. Lewls
and I am Exegutive Director of thé Tobacqo Distributqrs Association
of New Jersey; I have held that position sincevApril of 1948,
During these nine years, I have become thoroughly familiar with
all of the facets of thé_tobach‘diétripuginghbusiness in the
State of New Jersey. Prior to 19482 I»Was connected with the
National Association;of prchohDi$tfibqtqrs fof a short vhile
and prior‘to that I was employed by a firm of tobacce distributors
in the State of NeW'Jersey.for several years., So that I can say
that I.am thoroughly fami%iap“with all the face£s'cencerning the
distribution of cigarettes and tobacco products in the State of
New Jersey, both before 1948 and4§@n9g“}9u8,. | )

SENATOR SHERSHIN: May I intgrruptvyou, Mr. Lewiso‘ Can
you answer the qﬁestion that I directed;toer; Saltzman so that
the Commission may have a 1ittle opening here which will give
a concise piéture? " ' o

MR, LEWIS: Well, in the State of New Jersey, as Mr.
Saltzman statéd,.there are approximately 100 resident
distributors., -

SENATOR SHERSHIN: That, WQ”knaw. v |

- MR. LEWIS: In my aséaciatign -1 Cag'ﬁftalk Very much
for people outside the-assopiation - 95 per”cent of eurvmembers
are in the category of distributers that staﬁp between 1 and
50 cases of cigarettes;per &ayo“

SENATOR SHERSHIN: That production bears what relationship
to the total production in the State of New Jersey?

MR. LEWIS: I would say about 75 per cent,

' SENATOR SHERSHIN: Did you underé@and7my questioné Did

I make myself clear?






MR. LEWIS: Yes, sir.
SENATOR SHERSHIN: Ninety-five per cent of the distributors--
MR, LEWIS: -~ sell about 75 per cent of the cigafettesw
‘ SENATOR SHERSHIN: Sell about 75 per cent of the cigarettes
in the State of New Jerseya} “ b‘ |
MR. LEWIS: That's right. So that the 5 per cent of the
very large disiributoré, and'in\that category wevput some of the
very lérge chain store outlets, and one or tw0 very, very large
distributors sell bétwegn them abogt 25 per cént of the cigarettes
in the State of New Jerséyo Do you understand that, Senator?b |
SENATOR SHERSHIN: I understand that. The reason I wanted
it clear in my mind is that I may have been under an erroneous
impression. There has been nc testimony, except this was an
impression I had, and that's why I'm aéking you to make it clear
to me, You have made a stétement ihat 75 per cent of all the
cigarettes sold in New Jersey are prodﬁced by theAsmall, as you
call it, distributor, and that therefore these large distribu-
tors would nécessarily sell the 25% volume. That'!s all, Thank
YOou., _ » | | o |
MR. LEWIS: Now, in 1948, the Legislature of the State
of New Jersey péssed the cigarette tax act imgsing a 3-cent
tax per pack on cigarettes, The questién then arose as
tgﬁthe most efficient and the most economical manner of
céllecting the tax, and since fhere had been no experience
in ﬁhe»Staté of New Jersey pinTvto 1948, it was necessary
to study the experience in other States where they had a
cigarette tax. Now, there are several Wéy that the cigarette
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tax can be collected. We have the system that is now beiﬁg
used in the State of Massééhusett%,where the distributor: of
oigarettes pays the tax - to. - the state off his invoices
that»he feceives from cigafette manufactureré and there is no
indication, no stamping@dn the cigarettes themselves as to
how the tax is collected or where it is céllected, There are
other states. . . o _
SENATOR SHERSHIN: Do you advocate that kind of
me thod? |
Mr, LEWISs I don't, I don't because ...
Senator SHER&HINév Well, thaﬁ would go into boot-
legging, wouldn't 1t? h
MR. LEWIS: The experienées‘show that in the fwo
states where they have it the bootlegging is out of hand,
There is another method of collecting the tax and that is
by allowling anybody‘in the industry, retailer, wholesalef
or distributor to affix ﬁaX stamps and that is used in
some states., DBut it was determinéd that the most
economical way and the most efficient way of collecting
the cigarette tax follows the system which is now used
in the State of New Jerseybwhereby the distributor of
cigarettes, stamps each pack ofbcigaréttes either by a
meter impression or by affixing a decalcomania and the
distributor pays the'tax in advance to the state, so in
the Cigarette Tax Act of 1948, that system was adopted.
Then the question arose as to the amount of compensation
to be éllowed to the distributor for this chore and it is

quite an extensive operation and, again, there was no
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experience in the State QfFNGW’jePSGy and it was neégssary
to go to the'other Stétes thr@ugh@ut the cduntry té determine
what was being done there, |

SENATOR SHERSHIN: BeforeAyou go into that - what does:
New York de with respect to the distribution, with respect
to the discount rate? |

MR, LEWISé Well, New York, if I am not mistaken, allOWs;~

SENATOR . SHERSHIN: Not what they allow, What method., -

MR, LEWIS: -~ allowé any distributor, wholesaler or |
rétailerg to affix tax stamps tﬂ‘the cigarettes.,

SENATOR SHERSHIN: That is your second proposal that
you gave us., _ | | |

MR, LEWIS: That's r*ighto

SENATOR SHERSHIN: Anybody'can affix them?

MR, LEWIS: Anybodyo‘ _

SENATOR SHERSHIN: Then, what is the volume of
cigarettes sold in New York as_compéred to the volume of
cigarettes sold in New Jersey? |

MR, LEWIS: Ibdonﬂt know, except that it is recognized--
3 or}u times, | _ |

'SENATOR SHERSHIN: What do they do in Pennsylvania?

MR, LEWIS: In Pennsylvania? N

SENATOR SHERSHIN: Whaﬂ metﬁod is used'there?

MR, LEWIS: The same method that webuse here;

SENATOR SHERSHIN: What basis do you have for the con-
clusion that this method is the most efficient, the New Jersey
method?

MR, LEWIS: A study was made, Senator, by the Tax
Department‘in 1948 and they determined that it was the most

11
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efficient methed. As a matter offaét, it is the method that
is used predominantly throughout ihe ¢ountry in bther étates.
SENATOR SHERSHIN: That means more,té me than when you say
that Jjust the Tax Department made a édﬁclusion, The fact that
it'hasbbeen adbpted by most of the States is more conclusive,
MR. LEWIS: So the question»arises now of how much to pay
the distributor for this service, and again with no experience in

the State of New Jersey, it was neéessary to go to thé balanée of
the country, aﬁd?%hat time an extensive study was made by the
Tax Department of this State, by the Legislature, énd by the
Governor's Off;ce to determine what is the proper discount, or
what was-the proper discount in 1948 to allow a distributor for
these services rendered,

SENATOR SHERSHIN: Who made thatvstudy? Mr. Neeld?

MR, LEWIS: It was made by Mr, Neeld, if I remémber
correctly. Let me say this, Senators When the bill was intro-
duced in the Legislature, I waé not in the position of
Executive Director,

SENATOR SHERSHIN: You are talking about 19487

MR, LEWIS: Yes, In 1948, I was employed by the National
Association., I have é@me knowledge of what was going onvbut I |
wasn't here, |

| SENATOR SHERSHIN# Let me ask a little bit out of order, -
Mr, Neeld, you were in charge of that investigatiocn at that‘time,
the study of 19@89 which arrived at a discount rate then?

MR. NEELD: No, sir; |

SENATOR SHERSHINg Well, was’anybody'ffom the Tax=-

MR, NEELD: I was a member of a group that did consider
the various eiéments relatingto the adoption of

Calo-
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the Cigarette-Tax Act in;19u8; .

SENATOR SHERSHIN: As a matter of fact, the State Tax Depart-
ment did come up Wiiﬁ that 3 per cent allowed to distributors?

MR. NEELD: Five per cent on a 3-cent tax rate., I might
'say there was no in&estigati&ng no study made, fdr the very
simple reason that, again, ihe act was adopted rather quickly,
Buf more important than that, I would say that not mofe‘than a
maximum of three such studies have been made throughout the
United States on this Questien over'thé past ten years., I'1l
say frankly that in 1948, there was nc study of the cost of
stamp affixing. |

SENATOR SHERSHIN: 'Thénk yoeu, Mr. Neeld. You may proceed,
- Mr. Lewis,

MR, LEWIS: Well, Senator, I don't want any reputations,--

SENATOR SHERSHiNg You can testifya I am not going to allow
any cross=fire between Wiﬁnesseéo “This iz for my own edificétion;

MR. LEWIS: I recall, sir, some conferences in the
Governor's Office with Mro'Lindsay DeValliere, who I think
at that ﬁime was Budget Direcierg and I fhink there was a Mr,
Homer Zink, who, if I am not mistaken, at that'time'was,the
Director of}TaXationbands as far as I recocllect, there was a
study made, not of the cosvt of‘éffixing stémps but of tle
experience throughdut the rest c¢f the country, and a relation-
ship waé established between tle amounts allowed in other
states and tﬁe economic position of the distributors in this

State, the economic cost of doing business, and as a result,

s






the Tax Department, and the Legislafufe and the Gov@nér
éame up with this 5 percent discount; Now, thereby, we
started to operate under a 5 percent discount and, I
think, it might be’wise to take a few minutes of your time
to explain some of these things you may ndt'understandm»'
There afe,two'types of wholesalers. There is a distributor @
who buys directly from the manufadturér én@ as I said,
there are approximately 100 of'thdse in thé State7ofANew
Jersey--the resident disﬁributors; - These one‘hundfed’ |
 distributors are made ﬁp of the wholesalé‘distributors;
the people I feprésenf° There is also a group of about
20 vending distributors and there is a group of about 15
retail'distributorss retail chains, |

| SENATOR SHERSHIN: Just a minute, you afe talking
in a languége I do not understand. What do you meén by a
vending distributor?

A, Well, there are distributors that are in the
vending machine business. They do nbt sell cigarettes to
retail stores. They operate vending machines in their
1ocatiOm5throughOut the state. They are what we call
Vending distributors., |

Q. Thank you.

A, As distributors, they buy directly frdm the
manufacturer.‘ '

Then we have the large category of wholesalers

that we, in the trade, call sub-jobbers, There are 220
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licensed submjdbbefs in the State of New Jersey tbday;._,
They.afe whéleSalerég‘but they‘buy their cigarettes frém‘
the distributors and they do not do any stampiné;' The |
distributof must do the stamping and sell the wholesaler
the stamped cigarettes« Now We are'algo going to spend a
lot of time talking about cigarettes, the tax on the
cigarettes at that time was 3 cents a pa¢k, In fact,

}there are 10 packs of cigarettes in a carton and there

aré 50 cartOHS-tQ a case and in'the parlance of the trade,
in the usage of the trade throughout the years, we have
been accustomed to saylng that +he tax discount 1s 75 cents
per case of olgarett859 75 cents per 10 thousand c1garettes
or 50 cartons llke this, Whenewer we Halk about the
allowance per case; we are taiklng dbout the allowance for
stamplng 50 cartons of cigarettes. . Now, in 1948, before
the inception of the Cigarette Tax Act; the cigarette -
diétributor‘was a small businessman; a cigarette distributor
-}is‘hever a bilg blisinessman° They handle a lot of volume,
The business is Very big. There 1s a big turnover but they
work at the smalles?t percentag@ of net profit of ényv
business in the United States of America today. A year or
two agos wWe were second lowest but today we are the lowest.
So wé‘have a blg turnover and we have a small profitjénd it
‘was always necessary, in our businsss, té see to it that our
labor prbduced for what we paid them. We were‘hever in the
.positioh that we were able to afford a surplus of laboy sob

that the ordinary distributor of cigarettes in 1948, before

mj_;;m
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- the inception of the tax, operated a little busin@ss;
usually in a 1ittlé store on a side street and he usually
had>a salesman who uSually was the owner of the business
énd he had a truck driver that délivered,orders and he
usually had two warehéusemenoThe two warehoussmen took care
~of receiving the mérchandiseg tying up the orders and of
getting them prepared, getting them ready for the»truck to
go out. These two warehousemen invariably worked 8 hours
a day. If they did not work 8 hours a day, he got rid of
one and he did with one warehouseman because he could not
afford to‘havebany idle hands because his market was so\small,
Now along comes a tax and the distributor finds that his
»entire mo@ebof operation is changed. Now instead of a little
business with two people taking care of it inside, he finds
ithat.all cigarettes that come into his pléce must be processed
and stamped., Now a distributor's business eonsisté of about
'50 percent of sales to retail stor&g and aboutbe percent of
sales to the subejobberSmthé other wholeéalera° Now before
this taXs let me explain how we did business. Cigarettes
‘woﬁld come in off the truck, they were loaded on a flat little
flat car and they were wheeléd.into the place of Eusiness;
They were set on thé floor directly opposite a worktabie on
which these two people, who Were‘the_warehodsemeng the shipm
ping clerksgoperated; The‘caftdnsg the case flaps were ripped
~open and right out of the original cases that came from the
manufacturersg-the cigarett@s were pulled out and placed on
the orders. Cigarettes that were sold to sub-jobbers to be
sOld‘in’big-lots were not handled at all BecauSe'the»Subm
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Jjobber would come in and he would take the full case of
cigarettes, he would take a case of Camelsg a case of
Luckies, a case of Chesterfields, take ihem out to his caf
orrtruckland fide‘away° So that the amount of labor that
was necessary to handle cigarettes waé very small,

Now we come along with a tax act which cdmpels the
distributor to place stamps, stamped impressions, on every
pack of cigarettes and the distributér finds that we are
now faced with a completely new operation. In the first
place, he must make room, in an area completely separated
from his packing department, for unstamped cigarettes becauée
‘he now will have unstamped cigarettes and stamped cigarettes
and God forbidithey ever get them mixed‘up becaﬁse tﬁen we
are violating all the laws, So he hadito make room and he
had to make'space in another part of the premises, which in
most cases he had to builds'for unstamped cigarettes and for
a machine which would stamp Cigarettes; and that machine isf
‘a big long machine which sets on a table, |

SENATOR SHERSHIN: May I ask you this, Mr. Lewis?

MR. LEWIS: Yes, sir, » o » |

SENATOR SHERSHIN: ‘Dé‘you know whether or not the
survey conducted by Mr, Neeld took into coﬁsideration thé
capital expenditure that had tb be incurred by a distributor

to provide tﬁe space to store these cigarettes?

WIS: Yes, it did.,

SENATOR SHERSHIN: It did?

.=.17;.






MR. LEWIS: Now we have this machine and we have
the separate quafters and we find that we have to then add
a minimum of two people to operate a stamping machinebecause
it is a machine whereby it takes a carton of Cigaréttes—--_
a carton is built this way. This is the way it opens., The
stamp must bebput<bn top~-on here, so you cannot stamp the
cigarettes in the actual form in which the.carton is built.
Ybubcannét put the stamp on here because we have to get the
stamp on each pack., So in order to stamp cigarettes, these
cartons have to be pushed through a deviée which has a
statlonary knife, 'The stationary knife is set so that the
carton goes Lhrough the knife cuts the carton, cuts along,

- cuts here. Then the carton goes through another device
- that iifts overn the flaps andbthen it goes into a metering
maéhine and the metering machine places the impression on
thevcigarettes which have been exposed; because they dut
this away, this is turned over and these are exposed to
met@riﬁg. Now this knife which cuts the top of the carton
is set in such a way that it must exactly hit this 1little
area; right here, If it is set a ?1nute fraction ofa?nch
too high and this carton goes under?inifeg goes into the
metering machine and the meter impressions will take place
“on here and then the digtributor loses the money because
' when the/?ikgg and ClleS9 it costs the dlstrlbutor so much
‘money for the carton of cigarettes,~-the metering,deviceo
SENATOR SHERSHIN: You are trying now to say that

there i1s some experience in the adjustment of the knife

f,that perhaps. . o






.:‘?t‘A Yes; oh yes L

A Q -—you do have a shrinkawe for whlch you don't get

'al_pald from the state? jgﬁ*"h y _,,.v_ﬁ _ ,.l}l tﬂ

: ”Vy;AQ Well, not exactly that, but 1t 1s a qucstlon of

v'ilaborbtlme involved. :f*'v' t hd: - _' : M | | o l

' "'hAQ Well, do you get pald for the impres31ons that

l;varo made on: the cigarette carton 1tsc1f but not on the cigaretteﬁyﬁ

fﬁipackage? lb_ o : : S , S

| ) A NO";ffhx.: PR e RS o
,lCﬂQ-’ You do not get pald for that°- That is a- loss°_rhk'3lf:

>”7’f7A;. We have accepted 1t as a loss.7 I thlnk there |

e are‘soms mechanlcs whercby you can claim thc flaps,.,ij;;sh-f“

v Q What doos 1t amount to9 LI e

““zlfA; But e arc not contandlng that there is a loss

",1n that operatlon.: e trylng to sho% Senator, that

vthere 1s a ccrtaln amount of tlmc consumcd 1n properly
'_Setting the knlfe,‘so that we now subJsct ourselves t0f R
ardthese losses.. So that when we send these cartons throughgl

that kmfe m“St be V@I’Y mlnutely set so that the carton i

: ‘\cuts properly._f Now we have dlfferent 31zes, different

'fshapes, different types of carton and cach tlms that

:another brand of 01garcttes is sent through thc machlns,
‘"‘therc is a grcat period of time wastsd in sctting the
“bfknife. There is also an 1nk roller and other settingsv_;
~that must be madc that vary w1th the dlfferent sizes of
":the-cartons._ Therc are blg cartons, small cartons, 1ong.;¢_;
‘ cartons, ‘high cartons and low oartons.,}fh;nff;” . | _d
SLNATOR SHBRSHIN*? Once sct you run all thevsame






type 01garattes°
A, TNot necesuarrly. ‘Thesebcartonﬂ vary in intenéity,

When arcarton is hlpped and 1t comes in and 1t's ressed down
chis way in the truck, it presses down a 11ttle blt and becomes
‘,a llttle narrower, a 11ttlc w1dor here, & llttle narrower her@.

) The next batch,may be shipped this way and Lhey are pressed |
.brdown this way and they bulge out this way and we flnd that in-
r var1ably ¢n stamping 01ﬁar0ttcs that every thPCb or four

rcartons that are push@d through Wlll, elther not cut properly,

S will not cut at dll or w1ll squneze up and smash and Jam in
'-;the machlne and lt requires the labor, a man, to stand 1n the
mlddle of thdt machlne to catch the cartons after they come
 out of the cutter S0 that they do not go through the stamp-

_inv dev1ce elther unopuned or alther hali openad or crushed
' be. '

f]rln any manner or form 80 that they will not/propmrlf stamped.

- SENATOR SHERSHIN: Is it your contention that that .part

'4101 the 1abor was not conoldered by Mr Neeld”s report?

v‘;iA. It is my contentlon that u11 lebor was not

vproperly cons1dcred ' o o - |

| We found therefore,_tndt 1n a very SMall distrlbutlng

v 'firwylt was:absolutely necessary to hire at least two people
,becauserone>man hadrto'pu§ytﬁe>cartons in one end'of the

machiné ahd'one>had to catch‘them at the other end of the

o Imachihe‘and where thero was any substantial amount of

stamplnb done in. the course of the day 1n the category of the-
dﬂstrlbutor»whr- @dﬁpu' pO or 60 cases off 01gercbbes a day,

- 1t was absolutely necessary to have a man in the mlcdle of
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: the machine to catch those cartons before they went through

"fand were stamped erroneously, because 1f they walted for the

fellow who fed < to stock hlS machlne every mlnute to runvln-
and grab a carton and run it through wrong, 1t took so long thatlr7
they never got through w1th their work So we found there was'

‘.fa m1n1mum of two, and in most cases, three people requlred onf,'g

V'rzthls stamplngvmachlne. Now these people had to be separate

ffand apart from the orlglnal labor force in that dlstrlbutor's

'i'house because the orlginal labor force was st111 tylng up

-,_orders,zmaklng up»orders,.loadlng the truck and.do1ng the,,
awork that they d1d before. The operatlon now: 1s that the

‘01garettes are brought into the stamplng department taken gfx

'“:out of the case, llned up.- at the stamplng machlne, then stamped

r

. Athen put back 1n the case agafn, the flaps have to be glued -
1j~together, they are put ba"k in the case agaln, and then they aref‘v
.'brought to the or191na1 order-plcklng department :So, regardless"
"'of what type of an operation we have we have to hire”at least

two or three addltlonal people to do th1s stamp1ng work Now,

"”an unfortunate situatlon arose° A dlstrlbutor who does

'about 50 cases of 01garettes a day, and that's as much as he
h;can do because that is all the business he has -gand that,
tI{say,.representSemore than-?vaer_centdof~the distributors‘
“in the Staté" = f'ound/.that -the‘s"e additio-nal' people,“after .work‘in'g- s
'5severa1 hours on the machlne, had nothlng to do. 'They'were o
’~f1nlshed W1th stamplng and as far as they were concerned their

day!s workvwas f;nlshed It would take them 5 or 6 or 6 1/2






or hdﬁever many hours it took, but they‘did not have 8 hours
work a day. But‘unfortuhately,‘we had to pay them for 8 |
hours a day'and, of course, if you find people 1ingéring
‘around part of yoﬁr premises,with no work to do, you find
éomethiné else_for<thém>td do. ,Bﬁt they were not prbductive;’
We had a situatioﬁ'where we had L br‘5 or. 6 hours of”pro;‘
 ductive Workjand‘z or 3 or |l hours of nOnfpfodudtive wofk‘for}vf
- thch Wé héd tb péy 1abor‘8'houré. It became'evidént ﬁhgtﬂ
~our problém was one that might be solved by‘pértstime lab6ra 
 'and’we“made an'hohesﬁ'and Sincere attempt and we'afe’étill o
| maklng an. honest and 51ncele attempt to retain part time - |
labor but we ‘cannot do it. i | - .
'_' , SENATOR SIERST1°‘ Monroe; a que stion was aéked by
Mrs. Perfette; "Why dld you have to pay for 8 hours when
vyou only had 6 hours productive work9 |
'A. For. this reaoon, Mras. Perfette, we hlre a mén -
'By thé WOek That man exwectq to get pald'for 8 hours.
Now if at the ond of 6 hours, his productive work is flnished
and we tell him to 80 homb and we are only going to pay him
‘:for,é hours,_h@ w111»not wOrk‘there anymore. - It's hard
'enqugh to‘get_peoplé to work 8 hours a day, today. They
'wanﬁ élllkinds‘of overtime or they won't work.. ‘But if YOu
were to try to hire a man‘and.pay him for 30 hours a Weék,
he won't work.‘ Wé cannot get people to work>on a part-time
‘basis. VWe muot pay them for the full week [ |
o SENATOR SHERSHIN: May 1@51:, what wab&ran{,e

do you pay for thet type work?
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_yqosoclal securlty.

S IQA;‘ At the‘presont tlme, the average wage 1n thls

o}State on thst type of work, Is aoout ¢1 pO to §1 60 per

IfIhour on’ an average.i We range from Ml bO up to $2¢00 but I Sl
Zf”would say the avorage 1s about %l 60 That 1s at the present{iIif:f
j;tlme.ﬁ - R : | s S

I”iﬁgQ; What awe group? e

Do you take them ovmr bO?

We take thcm ovor pO but we take them as yéﬁnI;

I;o:as-wo can get because 1t is hard wOﬁk,Jo{fEV' ARy

| bb.i Qb Do you take them.over 659‘1J |
?hé?;ébofl

- A.‘ I don't thlnk we havo any such poople.,
,;"3'13 oo hard. _ff "I | ‘fw JH[,‘,i_'_j;jj-j'f}f
v "TQ_Q I am talklng about poople that maybe retired'on

”F*lA We trled, Senator., Ne Lrled everything we',fw;-ﬁfffd*'

?_j?p0381bly can to wet thls type of part tlme help._ We tried

:ijafter-school boys., It dld not work Thea boys would come ;Iffvf;I

| ':i After school boys could work‘in thls typevwork?;flﬁ;l
'ftIAQ These blg hlgh school boys._f}ﬁ s
"VJQ; Labor laws permlt that? I”“ :
B CIfA; Yes, they are over tho age,.whatever thevage is;jI'
1-17 or 18 they heve their working papers and that did not .

»iWOrk out because they could not come in for a long onough
't;perlod of tims to do tho stamplng, 1t's a b or 6 hour job

"and they were not steady., I mean, they were here today andffo:er
- gone tomorrow. Ué tried part tlmo women because tkere 1s a |

I-;23j-f,»7f'T






labor pool of partQtime womenvbut_thé work was too hard.f
This pushing of the cartons continually thrbugh ihis,knifa; _,
:which”is é-étationary khife andlthé handling'of the CaSes5of:
c1garettes was too hard for women to do and onlyirlvery rare:
,exceptlons were we. able to retaln any women on thls type of  5'
”“.labor.; R@vardless OL what we trled, it was 1mpossibleato ”‘i “
retaln part -time help effectlvely SC We were put in the .
9031t10n where we had to retaln full time people on a part;*';‘f
‘_Lime Job. o o | ‘ v_ «
o That was the 31tuatlon in: 19&8 and 1t became

.abparent rlght there in.19h8 that desplte the fact that thlsk:fi7,,

.5 percent rate had been set by reason of exparlence 1n otherys

.states, the average ordinary dlstributor who was stamplng

.between 1 and bO and 60 cases of 01garettes a. day was 1°Sin8f{gi%f

'money because of thls loss of 1abor productiv1ty.v‘ ’w
Now wnat has happened from 19&8 to 19567 I don't
think I'haVe to waste the tlme of the Comm1531on*and the
r people who are 31Lt1ng hﬂre waltlng for me to flnish, to tell
“ you people that bctween lOQB and l9b6 that there has been a
,terrlflc upurade in cost ‘ ‘ | : ’_ | _
| SmNATOR SHLRSHIN. You had better get 1t in the"ﬁ
record because the record, you know, w1ll not reveal. . .<5 
A, In 10u8 our average labor rate for this type of
operation was 75 cents_an hour. »That was the minlmum wage,
lsbor was aveilable and we'wefe paying 75_cents an’hour oﬁ_éﬁ  
| average at ﬁhat'fimé‘fbf this fype of labor. Today,we‘are'f
.paying’abouﬁ $1050 to $1.60 and upwards and avéraging,‘as I

 said, $1.60 an hour for the same labor.
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.All other expense connected with this operation, raw materiai

which is used, machinery, maintenancg of machinery,_insurance,
etec. =~ |
. SEFATOR SHERSHIN: But you are not going into that -
phase of it, as I understand 1t? | o |
A, Have all gone up. I am showing an increase'off'
cost from 1948 to 1556, o S
| Q. You said we were noﬁ going to be_Cohberned}abéuf
énythihg élse.but labor costs, so let's notvéluttér the
fecord with anything else. . 2
A;, Then;ﬁ;@ limit ourselves ﬁd the iﬁcrease in:‘

laborm, ‘there has been, in our industry in the State of New

Jersey, a 100 percent increase in cost of labor'from_i9h8 o

to 1956. But I will say this, Senator Shershin, that it is
important to go into the rising costs and all other aspects  >

because, while we are not contesting the figures induced by

.the survey, we must show that between 1948 and 1956, there
" has been a rise, a continuous rise in the cost of every

aspect of processing or manufacturing. This process is

in the category of a processing or manufacturing product

‘because we use labor, raw maierials, we have lights, rent,

inSurance and we have bookkeeping and evefything'eise
involved. But between 19&8 and 1996,.there is this
tremendous rise and we do have an expert witness who will
testify éubsequently about the COnditiohs in the country "
end the 75 cents, if it was sufficient in 1948 to cover

the cost of this operation, is certainly not Sﬁfficient
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in 1956;»1 mean, that'é axiomaﬁc;fdon't think we eVen.
have to look ¢ t the f¢~ur95' Nobody Can»Say, in.trué'
}conscienoe;'that en. opera tlon ‘that would cost 5 cents'
 in 1948, costs 75 cents in. 1956, |
~ SENATOR SHERSEIN: Question; will you admit that
'the‘volume of the sale of c1garettes from 19 h8 to 1956
:has rlsenZ | ’
| A. The volume of tbe sale of 01garette; between
alCAS and 19)6 hds risen. Lo »ucstlon:dbout 1t._~
-’Q. What pcrcentage” | |
c on . SR
A;_,Well the Volume rosg/an average of about 2
_vperCent.a:yeérvunt;llwe hit, whathwe oéll the ¢éh¢efv_ v
_Scafé\in.fhe Yéﬂrs of 1953 ahd 1954, at whichitih3 VOlﬁm§ -
'aipped qbout 8 perccntg I would say, or'eVén'more;  Soj fv
now wc are sﬁ artin to regain some of the volume that was _'
‘1osL bncauue of the cancer scare “nd then the state
 adopted a'b cent tax, s0 now‘we dlpped,agalnﬁ Actually
'.our volume ha only risen betwwen"WOAS.and aﬁ the present
moment, at th most; 8 yercent our 1abor cost ouf" .v
other costq have 1"1sen pO or 60 or 70 percent 1n the nine
'year interim period. Never at any tlme did the rise 1n
'volume keep up with the rise in coste
- One oth@r fadn*lsrlnvolvcd thqt‘raloed costs.b

‘between 10h8 and 1956. This, I agaln submit, is veryv
1mportant° In 1948, 95 percent of the volume of éigérettéS'
sold was'concentrated in six brénds. The re werercamels,"

Cheoterflelas, Lucky Strlﬁes, Old Golds, Pthllp Morris

and ﬁall Malls., Five of those six brands were of one size,
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'regular size cigarettes and the Pall Mall is the klng size

the larger package. The other flve brands were all the samesi'}3~h‘

_81ze as this, the Camelso‘ Then we ran into a 31tuation when?’
. there was a, cancer scare, and the cigarette companles,_in
defense of losing bus1ness, went into filter tip clgarettes

ﬂ;and klng size 01garettes and to activate the market they

'f]started to put out different sizes of boxes, different typeslf\

dﬁ;of packages, of hard boxcs and soft boxes, 1ong boxes and

._gshort boxes, fat boxes and thin boxes,3 Until today, we havefjisg

,85 brands 0f01garettes belng sold in the State of New Jerseyffg7"

'bas against a total of 35 brands in 19&8 . We have, today, ?Fu:’

‘Camels two 31zes of Chesterfields, two sizes of Kools

Lucky Strikes, three 51zes of Old Golds, two 31zes of

'“jPhllllp Morris, one of which is a hard box, we have

o Cavaliers, two sizes of Fatimas two sizes of Tareytqms

.'two sizes of Kents, three 31zes of L & M., These are a11~ L
: new.u We have Marlboros, Spuds, Viceroys Winstons,ﬂall

:?different types of boxes, we have Hit Parades, Salems, f s“

we have Parllaments in a hard box, we have Benson & Hedges;:f;f,f'

t’nRegents, DUMaurier and nncores in hard boxes which requireddh'd

- hand stamplng,'one pack at a timeo What does tha+ mean to. s
fus,,inwlaborQ' It is very important B | e
» ;iSENATOR_SHERSHIN°' Let me ask you thiS°‘
ﬂB;ZLEWlSF" Yes, 31r.v~ ‘f v _vv |
'SENATOR.SHERSHIN°? Don't the chain stores handle the
same variety of cigarettes” N e D |
MR LBWIS°' Oh, yes ;and they have the same problems ?f
‘_of stamplng as we have because they are all direct | |

.'distributors. o S
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' The problem arlses w1th these dlfferent types of boxes;
vSENATOR SHERSHIN- ‘Do the chaln stores have all these

brands that you mentloned? B . ‘. '

| MR.,LEWIS; I don‘t thlnk that the cha1n stores, SenatorWIVt
go in’for'allvthe brands. They more or less concentrate on p‘
Asome of ‘the biggest sellers.d They do have a blg variety
bas compared wlth 1948, They do have a blg varlety.r'p_'””' o
SENATOR SHERSHIN:. Would you say that the variety they S
1 hhandle is less of a varlety than the small dlstrlbutor handles?‘d:“
| MR, LEWIS' ‘Yes. | R
SENATOR SHERSHIN’U 'Proportionatelly, fvfha{ percentage? e
MR LEWIS° I wouldn't say offhand The&chaln:stores;h"”mh“

concentrate on the big seller

| SENATOR SHERSHIN I am tryfng to develop my thinklng alongv_f'”

the 11ne of what you said about costs. Lf you have 85 dlfferent
fbrands,vand 1f you have to set your knlves 85 dlfferent tlmes,u”
as. compared to production lines w1th 6 or 8 lines, I can ; |
see that you can develop the question of costs.dfp | o
MR LEWIS° That is what l am developlng at thebmoment
'At the present tlme, and the 31tuatlon has developed 51nce
v1948 all these dlfferent brands,jslzes, dlfferent‘typesrof_h
’packaglng, and they ale all thereg:every one'lsta'differehttsiZe;h
bdifferent package dlffereat wvdth different 1nten51ty of - |
the cardboard' every onekls manufaccured dlfferently and every
tlme we. have to change from one to another on the machlne,
there is a. complete change~over in the settlng of the knife
and the setting'of the ink roller,:and‘everything'else,;so‘
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that today 1abor costs more; it takes more time to produce
a case of cigarettes than 1t did in 1948 on an average,
because of the dlfferent sizes and types of boxesv |

Some of these boxes have a wide flap,‘some,of them have
a narrow fIap>inside, and some'Of them dén't héve any flap
inside, Eéch time you change a brand in‘the machine, wyou
have to adjust the machine to take‘¢are'of that particular
brand, ‘ |
| I know that to try tQ-expiaiﬁ the‘operation of the
machine is a little difficult and I went to the trouble
of haV1ng a moving plcture made of how this machlne operates,
'It is set up and if you want to see 1t 1 Will be Very |
happy to show it to youa | » | ‘

SENATOR SHERSHIN: I am just wondering, Mr. Lewis;
Whethéf; in the interest of comserving time - it is after
eleven o'clock now--'Supposé we reserve the motion picture
until thévend of the héaring and,,if wé»do have'time, we
will bé very happy'to see it. I think that you have
some impoftant witnesses from throughout the Siate.

Suppose we proceed with the witnesses.

MR. LEWIS: I would llke te mention here that, outside
of the actual operation of stamplng these cigarettes, there
is élso reqﬁired of the distributor an expensive»book-
keeping @perationn. Besides the manual labor of stamping, we

now have an expen31ve record-keeplng operatlon which has
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necessitated th@ :gmploym&nt-of bobkk@@ping help.  There
are extensive feports that have to be filed évery month and
ase matter'ofﬂfactg in fhe motion pibtur@ we were to show.
the 1lists of all of the different reports as they line up.
We have to keep, today3vextenSiVe recbrds of the sale and
dlsp081t10n of every 01gar@tte that passes through our -
warehouse., We have here, one of the r@gulatlons CT7 of
v the Cigarette Tax Bureaua This 1s only one of a volume
of regulations telllng us how we run our business today
and thls rewuletlon tells the New Jersey resident distri-
butors what records to keep and what records must be
produced for the State, In the first place, they cent &
.,monthly 1nventory e
- Q. Did they want that in 19487

A. Y@so‘ I am trying to Show partbof>ouf labor
césts‘in bookkeeping. They‘wanfvabmontmiy inventory.taken,
at the beginning of business on the first day of eéch montl'y9
‘ shéwing'all cigarettes not bearing the New Jérs&y‘bigarette
'stamp and all cigar@tt@sféhowing the New'Jefsey cigarétt@
-stamp; | | |

Yo 2. They went invoices of bills of lading

covering all pﬁrchaées of cigarettes whefher stamped or
unstamped. | |

No. 3. A recelving r@cord curréntly pésted of -all
cigarettes received indicating.invoice'number, datg qu-éntity9

brand and by whom received.
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Noo‘uu‘ Invoices, bills of lading énd other.reéords
00veriﬁg all sales of stamped and unstampe d cigarettes,
| No. 5; All”ﬁéothﬁrp@rtinent papers and documents
relating tb'thé pﬁrQhés@E sal_e‘9 Storing and disposition of
éigarettes° | ‘
No. 6. A daily inventory of all New Jersey Cigarette
Revenue Stamps and ﬁﬁt@r impr@ssionso,  ‘
- No. 7. Invoices covering all purchases of New
Jersey Cigarstte Téx Stamps and meter purchases.
No. 8. A‘daily record of stamps or meterings
affixed to cigarettes and each sale of clgarettes at whole-
sale inciuding éash.or credit transactions regardless of
whether th@ sale was made tb another distributdrg wholesale
deal@rg retail deél@r or trahsfér to a so=~called outfit or
agency must be accgmﬁani@d by a completed invoice indicating,
: among;étﬁ@fﬁthingsﬁfhﬁ p@rson‘to_Whom_th@ cigarettes were
sold, the address of the place of business, date of sale, the
- o ‘ quantity sold, brand names and the price chargéd, I must siy

that these records must be kept andcarecdpéns for inspection

forvafpeﬁiaég¢yﬂ HYears, ,
| SENATOR‘SHERSHiN: Mr. Lewis, do you know whether or
not Mr, Neeld took'into‘coasideration'ﬁhe technical office help
cost thatvwas necessaryd
A, Yes sir, it ﬁas-all teken into considération°
Qo Are there any records that are required today
‘that were not required in 19487

A; Th@re have been some additional invehtory
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“control records but tney are. not substantiale - Of course
when I sayg Senator that all of ﬁlls 1abor was taken intoA

_,coneideration in the survey by Mro Neeld I say that 1t was

takenflnto consideration but not accurately allowed and
not properly allowed | | ‘ , |
SENATOR SHERSHIN@V We understand that

MR LEWIS°’ So 1t beeame apparent because of this influx :

Tin ‘help and the waste of help and the operatlng expenses

allowed way back then, that we were losing money

_ SnNATOR SHERSHIN° May I for the record note the

',presence of Senator John A Lynch of Mlddlesex a Member of

. f}

‘thlS Gomm1331onov Glad to have you with us, Senatoro‘*f

MR LEWIS° Senator Lynch I am Monroe Lewis testlfylng ’f"’
for the Tobacco Distrlbutors Association of New Jersey,‘

We were in a position at that time'= that is

‘in the years 1950 951 152 9539 when We were starting

to realize as an industry that this operation was an

'expen31ve one to us == I mean, those things do not evolve 'l
3over night Thls was something new and it took a few years o

to Jell and for our people to make 1nvest1gations andzlt

| became apparent that the 5 percent that was allowed on the :

3 cent tax was. not coveripg the cost59 especially since the

1abor costs and everythlng else were going hlgher° But there :

'was a pattern throughout the United States at the ‘time, and
'there stlll is thlS pattern throughout the country for the dif-

_ferent states that tax cigarettes9 to recognlze the increase






in diétribut@rs'hcosts>by increasing their discounts at a time
when cigarette ﬁaxes are incréased and there has been a constant
ihcreaée in cigarette taxes thrqughout the yeafs throughout
‘the country in different states. As a mattef of fact, we have
an expert who_will testifyyvlvthink, that in twenty-four States
that have cigarette taxes - - - =-- .

SENATOR SHERSHIN: Suppose you Iét him testify. The?exﬁéffﬁ*
has that'informationot - -

MR. LEWIS: The battern was for the States to allow the
diStributors a higher rat§>of discount when the rate of tax
was increased, »Thérebys_the digtributOF received a higher .
monetary diécqunt which made up for the hibher costslthat
were . incurred. So we did nothing in this State. Weinevér
officially requssted a higher discount becausé, starting in
1952 and right through to 1956, there were bills in the
Legislaturebéveryiyeay_segking.ta‘raise the cigarette tax
above the three cent level; ;In 1953“there was an increase in
cigarette tax billsg in‘IQSA there were two bills in both
Houses that were tied up in school aid, and which,feached the
position of almost passing and they féiled on the last déy;
in 1955 there Was talk of bills increaéingtthe cigérette tax;
and in 1956, of course, the proposition of increasing Cigar;
ette tax for school construction was brought ﬁp and at no time
during those years, when all of these different bills weré
intréduced'in the Legisiétureﬁ was there any intdmation or
anything in ény of ﬁhese billé showihg that the:.cigarette

tax discount was to be reduced, At all times, the cigaretté
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tax discount of five percent remained canstaﬁt with the in-
creased amount of tax, So wévanticipated, and only naturally
vrbecause that was happening throughout the country, that the
raise in our coéts would be taken care 6f When the cigaretté
tax was faiseq and we would be paid thecsame rate of diScouﬁt.
An'incfease was discussed many times with the members of the
tax department. It was néﬁ;secrét and it was nothing new.
In 1956, there came this big‘drive to faise‘cigarette taxes
~because of school constructiono There were bills introduced
and there were diséussions between Legislative leaders énd
the Governor, and everything else, and the only contention
in 1956 was whether to raise taxes two cehts or one cent,
One or two counties were opposed énd, God bless tﬁem, Essex
Couhty and Passaic County were opposed to any raiseﬂiﬁ cig=
arette tax_and I doff my hat te Mr, Haines th was also opposed.
| But the'factfstill_remains that the only bill'thét was |
introduced in the Legislature in 1956 was Assembly Bill #,03
which called for an increase in the cigarette tax of two
cents. There was nothing said in Assembly Bill L03 abouf |
reducing theydistributdr discounts, Wé; naturélly, antici;
pated that, whatever tax raisé war 1d be accepted by the
State, the discount thén would remain the same five percent.’
And, lo and behold, on March 26, 1956, after kicking
this question of cigarette taxes around from early morning

until eleven o'clock at night9 and the only bill that was being
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debated ihvgll kinds of‘gonfersnces ahd discussions was Assembly
Bill 403, & conference was held in the Governor's Office, and
the confefses representing the two parties in thé State came out
sn thé floor and\announced thst it had been decided to increase
~the cigarette tax by two cents, That was the first time - not
then; but after therconference was held by both the majority
shd minofity parties- then fsr'the first time, it was placed on
Jthe'board in the Assembly Chamber *bAssémbly Bill 455 - and it
was passed in five minutes in the House of Assembly under sus-
pension of rules, and in A-§55, of which I had no_knowledge and
nobody else, there was a provision reducing the discount from
5 per ceni'to 3 per cent, H

| SENATOR SHERSHIN: May 1 ask if, during the discussions
that were'held'by the‘legislative,leaders and the Governor,
was anything ever said about the question of reducing the
discount rate? |
| | MR. LEWIS: I WQuldnft knoﬁ, Senator, what happened in
the Governor's Office. All I know is that when they went into
ihe GoVernoris Office at 10 o'cleck at night, they went in with
Assembly Bili L03, which contéinad no provision for a reduction
of the discount, and they came out with/A—hSS which contained
this provision for a reduction of this discouﬁt; along with
a lot df)other onerous provisidns»concerﬁing cigarette taxes.,

SENATOR SH@RSHIN:v Do>y®u know whether there had been

any preliminary study between the time when Assembly Bill /03
was introduced on March 12 and the time that Assembly Bill 455
was ihtroduced on March 26 wﬁiéhbwent into the question of: |

discount rates?
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MR. LEWIS: Not to my knowledge. I would say nQ.‘
Certainly not to my knowledgeo |
So the b111 passed the Assembly and then it came
over here, and I camevrunning over here with it, and I,had-
a 1ittlergfféthe—record.conference out in the hall with
the Majbfity Leader and'the Président‘of'the Senate, aﬂd.L
told themvvthat this bill that had passed the Assembly and
was coming over here had prov1sions for reduc1ng the
discount and other pFOV1sfons that were oner@us, and that
it was very unfair to put these things in legislation
without giving the industry an Opportunfty‘to at least
defendvitself and show its position. tAﬁd I was told
by the members of the §enate at that time that they had
to pass the bill that nlght in the form that it was 1n,
and that some relief would be afforded to our industry
‘at the next session of the Leg?slature° |
| SENATOCR SHERSHINf I will take, as the coarts say,
jﬁdicial knowledge-sf‘that; because I know that that was
the statement that was made to us, I'1il1 put that in the
record, o | h ‘
MR._LBWIS: The introducertdf thé,bili got up here
on the floor and said that there were inequities in
this bill and»that something‘had to be done for the
industry. Now, thé,pssitiOn'that was taken at the time
‘by the Director of Taxation;_when this A-Ii55 was given
to the Legislature, was that a 3%‘discbunt on a Sd tax
was the same as a 5% dissount on a 3¢ tax; we would be receiving
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the same money, and thereby thé industry woﬁid not be
damaged;v ‘

SENATOR SHERSHIN: Will you say that again, pleasé?

MR. LEWIS: The Director of Taxation told the leaders
of the LeQiSlature thét..by‘redﬁcing the dig;ount from 5 per
'cent te 3 per cent, the distrlbutors W®u1d receive the same
amount of money they were receiving before, that 3 per cent
“discount on a 5-cent tax was equlvalent to 5 per cent dlscount
on a 3-cent tax, In money5 it meant that we were still receiving‘
75 cents_for stamping a case of»cigarettes, and this, of course,
is true, Arithmefically, it is true;v But they disregarded
cbmpletely the losses éustéined ihfoughout'th@ years and they
disregafded completely what was happening throughout‘the
country where the oihef'étates were raising the distribufors'
diScounts when‘they increased the'taxo; It also'is not true.m
that 3 per éent on g‘cents is the same as 5 per cent on 3 Cehts,
because, when we have a S5=cent tak@ we‘increése our investment
by twelve millioh dqliars a year; we increase our costs on
insurance, on bonds, on every other'iﬁem that goes,into
handling a product that éellé'for $10.00 moere a case, and,
furthermore, there wasvbounduto‘be a'loss ofﬁbusiness;

SENATOR SHERSHIN: Werénft these‘items considered by
Mr. Neeld? | |

| MR, LEWIS: Not as far as _1' know., N |

SENATOR SHERSHIN: The increase in cdstg the greater
amount of'bond thatbyou had?

MR, LEWIS: Not as far as I know. Mr. Neeld made a

o . ‘






g;*statement that 5 percent on 3 was the same as 3 on 5

: Alsog that position is failacious because the

_sincrease of tax from 3 cents to 5 cents, necessarily meant
“a decrease in our buszness becauseg competlng with New-if'

’ 'lT,York State Where they have a 3. cent tax, competing with |
i ,v.‘Delaware with a 3 cent tax, competing with the tariff
7vwhere the c1garettes were coming up from Maryland and |
,.Virginia where there is no taxg the higher our tax;'ﬁf7l“
’jbecame the less cigarettes we were going to. seilo‘ If we

sbjlose even 5 percent of our total volume of business, that
is a SO thousand doliar a year loss to the distributor in f”3°7'
'Vtax d1scounts because our overhead remains:constant and We.‘
: rreceive from the State 50 thousand dollars less a year on
lfa 5 percent losso We, at that time contended it would be
:a lO percent loss°’ Luckilyg it was only a 5 percento The

'7‘50 thousand dollars we' lose because of the loss in business,fif"

| h-added to the additional costs which would run to at least

| 25 to. 30 thousand doliarss there alone there is a 1oss to

r

'_:the distributor of about 80 thousand dollars a year because f--.:n
’ ”rjlof th1s change=over 1n taxg despite the fact that the Tax»};f

,Director says that 3 on: 5 is the same as 5 on. 30 There__,f_a

upon, we applied at the next se531on of the Legislature, =

AR

7or bills were introduced at our request in both Houses
'fto 1ncrease the c1garette discounto, Againg we ‘were :
-i*_opposed by the Tax Director and unfortunately, at that time,‘u'h
Swe were opposed by other elementsg who did not understand |

"-the situation, and as a result in order to ascertain what



-




the true picture was, this»resolﬁtion on the tax was
passed and the tax direct0r4Was ordered by the fesolﬁtion,
to make a study. He was ordered to study "the cost of the
service and expense imposed upon cigarette distributoré’ih
connection with the affixing and handling of State cigar@tte"
tax stamps". Of dourse we people in the ihdustry knowing
thét if anybody went out and made a-survéy of our induétry‘
‘and went into our books and records, thmre wasg no question ;
U  that the bOOko and records WOuld show our labor costs, our
other comts lnd they had to come up with the answer that we

1

were ..e ntitled‘to _ "more than 3 percent discount.»4It‘

‘fcould not come out any other way and we sald we would

adduced
certainly abide by the, figureu/in this uurVLy made by the

Clgarette Tex Bureau.} F L

Now we come to tbe crux of the problem.f We met,
at that time, 1mmed1ab®ly aftcr this res olutlon or while
,_fhis réaolUtion was in process of passing, we had a meetiﬁg
Cwith Mr, Neeld in his office. o discussed this guestioh‘
of discounts and we discusssd the quhstion of é@rvice;‘ It
was our‘contentiong at the time, and it ié still our con-
tention that the only proper way to aqn@rtain the cost to
Ithe distributor:, is to ascertain his acty¢l expenses, the
actual costs that are added to his operatioﬁ because of‘this-
tax operatién. The position taken by the tax director was
that probably it would be more equitable to determine how_
much‘it costs to do this operation on piece work basis,
how much time is i@volv&d pushing é.carton Qf cigarettes

through, catching 1t on the other side and ‘that should be
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the 5asis of costs,. .This, of cbufS@, is erronebus because
thefe»aré sb meny other factors that are involved in thls
questlon of stamping. It is not a question of piece work,
we cannot get glrls aﬁ pay them so much per carton to push
through. We have to hire labor by tmc week and pay them by the
sték. There is all the waste of time in as sémblying_the
~machine, in ‘the cutting and fixing the knife and everjthiﬁg B
‘Lelse.j The only propéf way to détermins_oﬁr costs,vin'my |
_Qpinién; is determine the sctual add@dACOsts; added:to oﬁr
 operétion because of this tax work. |
 .Qf, How would you do that?
FIA.F_By ascertaining how much edded 1;bdr'was
ﬂ:ﬁééeésarﬁ, how much added insuranc@,‘how much;éxtrévraw'
 _>materia1é, the cost of the machine, cost of replaéing‘paéts,f
etc., eté, Th@y3ar@ 8ll in our records. Everythihg‘containédv
in an invoice.v | | | | |
e differed with the bax director as to the proper
‘method of asbértaining costé.
| v"Q. Do you know whe ther or not Mr, Ngeld had & cost
aééountant'ﬂo throu@h in order to helﬁ him odt,in his fé—
 port to the l&ololaburGV |
: . he had : :
A. Iﬂdo not think th&t/anybod on thils report,
Senatof, except the employees of the cigarette tax bureau.
Qs May I ask Mr. Neeld, now out of turn; Mr. Neeld,
diad you have a cost accountant fix, make é survey of thls?v

MR, NEELD: No sir, Senator, our position was that the

survey should have been made by qual1flad cost accountants but

- Lo -



Y ,
X L
. . N . .
. ) ) R




vthe appfopriation fOf‘that“punpose'did-not appear to be availft‘
able, so we were d1rected to make the survey. tf'a ‘: _

SLNATOR.SHERSHIN For the record _we‘may say that the
survey prepared by your department was done by members of yourt
fstaff and not by any quallfled cost accountants7'o; |

MR. NEELD* ~That- is correct valthough I would 11ke to say
for the record that we do have competent accountants W1th1n the»_;v
| }agency.. , v ‘ , o L R

SENATOR SHERSHIN 'I~di'dn7't mean to 'impiy,'i,.and if 1 did,

I apologlze that they were not competent in your department..‘,_-w

| »What I meant was . that cost accountants, if they were on an out;fa
’31de ba31s from a- certlfled oubllc accountant's flrm Would |
have-to~be'qua11f1ed cost accountants I d1d not mean to 1mp1y
any unquallfledness ‘on the part of your men. ‘ =
MR NEFLD My answer,dld not Jntend to so reflect.;.ffd
SENATOR SHERSHIN° Thank yOu. You may Contlnue please."
‘MR, »LEWIb*‘ In order to make our p031t10n clear to
the Tax. Dlrector, and at a chronoclogical pe riod of tlme when
‘the inspectors or the audltors‘of thev01garette Tax Bnreau
1had'completed their physica] wonk in'making this‘snrvey,v
between that t ime and the time the survey was actually
~written and submitted, I‘wcote a letter to Mr._Neeld dated
August 22, 1956,_whi¢h‘stated onr'positiont‘ I introduce
this‘to‘show that our position that Webtake,today is
nothing new. This is nothing fabricated'because of a
report which Was later submttted,‘ fhiszas.our‘position.
at the veryfbeginning and it‘is a‘vefy sound'position,

s
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,-} \Neeld for a speciflc percentage? A&;;; DT A R
_;,testlmony do you have to offer, or w111 you give us some
_,%testlmony as to what you expect for a dlscount7;; ‘

”f'*the flgures in the report of the Tax D1recnor aft r"th

jproperly 1nterpreted

ﬁ;e MR LEWIS-v We are asklng for the or1g1na1 5
hsubmlttlng any evldence"icth!"

‘ffvorlglnal S per cent that we had before ?956

chll rlght Mr. Lew1s._;,“'

'}tI am 901ng to take up some of your tlme and read thiW

offer the letter 1n ev1dence and it W111 be entered into =t

”Lthe record in full.

SENATOR SHERSHIN°7f May 1 ask you thls--fDidijQTaékarlj,ugjn;f

MR.. NEELD“}fNo, sir.

SENATOR SHERSHIN*- What 15 your positlon today? What

"? MR LEWIS' We will base our request for‘a iscount upon

SENATOR SHERSHIN°~ In other words, you are just com1

SENATOR SHERSHIN°‘ You are asklng t 1

MR LEWIS'- We w111 recommend that we go_back to th

SENAIOR SHERSHIN°' 1 see.;}.j?[e
MR SALTZMAN*‘ May I 1nterrtpt?

SENATOR SHERSHIN°‘ Not Just now, Mr. Saltzman,:pleaaeb

MR. LEWIS'* We wrote to qu Neeld on August 22

1etter,_5”§z}}ﬁ”

’fbecause l thlnk 1t is 1mportant It shows our p031t10n atf?ﬁfﬁiﬁ*ﬁ}‘w

, ,that tlme. Do you thlnk for the sake of saving tlm@—-of;i:” :

SENATOR SHERSHIN" Suppose you give us a synop51s andi'ihf?ﬁf’f
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'”Hon. Aaron Neeld
>State House Trenton, New Jersey._

"f‘"Dear Mr._Neeld-75'\

.a3”"We are taking the 1iberty of expresslng our views concerning,H_
. the collation of this ev1dence and the proper conclus'on» t0“be*
gderived therefrom.v«* sl S v o

'ﬂ"i"The largest item of expense involved in the cost:o;
o tax stamps and in the collection of the cigarette t
rdistributor 1s labor._,.*.v _ S i :

o "We contend that to prcperly evaluate the cost of labor,
'second method must be completely disregarded., The pecuﬁar

'“”The Operation of a stamp—affixing machineg the necessary O S
manipulation of the cigarette Stocks and the additional book e

‘keeplng,,etc. involved require a. ‘minimum of two to three = R
- persons. This is an 1rredu01b1e/minimum regardless of the"'fe'rw o

, ‘size of the distributor or - the amount of cigarettes stamped.;,_fﬁ e

o Wey, therefore, find that even the small or meédium-sized. G

“distributor has necessarily incieased the size of the labor

jforce 1n hls business by two or three people._v -

(Letter offered 1n ev1dence by Mr. Lewis)'a

Director of Taxatlon

;¢"We understand that your Department has completed 1ts 00118Ct10n:¥yM
~of the facts and figures concerning the. survey being made pup_ld”i“‘

suant to Chap. JR 1O of the ‘Laws of 1956

'f'"There are’ two methods of con31der1ng the cost of’the labor
\finvolved~ : RN S

rWhat additional labor is requlred by the
twdistributor because of the tax operatlon?

r”fdg;LjWhat 1s the actual cost reckoned on a man-hour_
o cost basis, of physically aff1x1ng tax indlcia?~”

nature of our. bu31ness makes it imperative to. consider premis

;#l as. the only proper barometa~of distributors' labor costs,;;ww

a“In ‘the operation of the whoiesale cmgarette dealer, priorvfg
~to the inception of the 01garette tax, a minimum labor fy‘jyyk -
force sufficient to handle the day's work was: used.~ Our
business could not afford the luxury of idle hands or. idle;f
. hours. With the addition of the chore of tax collect1on, -
it was: absolutely necessary to augment the- labor force . ...
“with the necessary number of people needed to perform the y?"““”"
'additional operations.-v : : 2l 2 R
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"We recognize that with the exception of a few large .
distributors, this additional labor force does not
devote its full time or 8 hours per day to tax work.,

We expeditiously employ their idle time in other tasks.
We therefore enjoy the luxury of idle hands being kept
.busy to keep them out of mischief.

"Unfortunately we cannot afford this 1uxury Wlthout f
- being Compensated for its oost

"Our business enjoys the dubious distinction:of:
at the second lowest net profit in the country.: We are.
now approaching the stage where these net profits are -
becoming nil, Operating overhead costs are advan01ng

in steady progression while our gross: markmups remaln
constant,

"As an example of our financial predicament, the. U S
Census Bureau shows that in 1955 the cost of doing - '_
business. in the wholesale tobacco trade was 5. 9%.- Qur ., .
: markwup in cigarettg, which constitutes about 80% of ..
our total velume of business is either 3-1/2% or. 4 l/u7 o
Our total net profit averages about 1/2 of l%._ . S

In this type of business, it is 1m.possw}e to add 1abor
costs that do not produce 8 hours worth of. necessary
labor in an 8-hour day. The addition of the tax- L
collecting duty has made this impos 1b111ty a reallty.;v‘

Therefore, the-lelmbursemen+ Wthh we receive from
the State for this duty, unwillingly bestowed upon
us, must be based sclely upon the additiocnal coqt
of additional labor on a full-time basis.

"The other items of cost invo}ved which include
license fee, bond, meter rental, meter service,
depreciation of machinery, maintenance and parts

for machinery, ink, knives, glue, rollers and other:
appurtenances, additicnal insurance {compensatiocn,
state unemployment, sccial security, fire, burglary,
robbe ry), additicnal rent (for stamping department
‘and 'for storage of additional 1ﬂver+ory) losses on
~accounts receivable, meter skipping, theftgletc.,
additional inventory because of tax, additional taxes,
accounting expenses, office and clerical disbursements,
heat, power, light and telephcone, do not contain

the controver81al elements of the labor costs. We
know that your survey will show the true figures as
.presented by ocur records.

"On a complete u\ferall picture, in a survey made among
our members, we find that a discount of L% would allow
a medium=-sized distributor to break even and would show
a considerable loss to the smaller licensee,

L
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"The average amount of 01garettes stamped is
about 10,000 cartons per week. At 3% this would’
show a gross return of $7800.00 per year. The
additional labor costs of this distributors is

$7800.00 a year and his additional costs average'-'

about $3000,00. Therefore, at the present
‘discount rate, the average distributor loses
at least $3000.00 annually on hlS tax. operatlon.:‘
~ His loss at 4% would be small, The small o
dealer who only stamps about S,OOO cartons per
week needs at least 6% to cover his add1tiona1
~costs, . y : _ S :

"We respéctfuliy’request’that’you consider ohr':_  -~

. problem as herein‘'set forth in formulating
- your report to the Leg1slature and to the
.Gover‘nor° . :

 '"V§ry1éin¢erely yodrs;ff
TOBACCO DISTRIBUTORS ASSOCIATION
~OF N.v, ’
"By : ST
. Monroe A. Lewis

Executive Director " =

cce Mr. Amos Tiiton

"






MR. LEWIS: The synopsis, to make it brief, is that there
are two ways of ascertaining labor coetsr ‘,v | ‘;

1, The actual cost of the add1t10na1 labor requlred by
the dlstrlbutor to do tax. stamplng, and | |

2. The cost of labor reckoned on a man-hour basis, a
,plece-work ba31so | )

We Contended that we have to add certaln people to ouf‘
labor costs and that the- only way we could be compensated |
properly is to recelve credlt for the entlre cost of addlng
these new people to our force, and that trylng to ascertain how
long it takes for two men or three men to push a carton of
c1garettes through a machdne,:and then mult;plynlt,by‘thgba. -
number of Cigérettes étampedv WEé»anrefroneoné‘metﬁod ofou
ascertalnlng labor costs, That 1s the tenor of the 1etter
and that was our contentlon at that *1meo

We also contended at that tlme that the average cost
out31de of ?abor for an avcrage JObb@T was %3 000 per year,
and we contended that the average Jobber atamped bO CaseS'e
of 01garettes a day and that w:]l show its~ 1mportance later }
OTl. | . . . o | ‘

Thehsurvey‘on Sebtember Ts 1956 :bf'the:Direotof of the
. Division of Taxation was submltted to the Leglslature and the
Governor., The survey of course was based upen the figures.-
They came lnto our place of buelness, they 1doked through
our books and records, and for all practical purposes -
these flgures 1nc1uded in the»survey are pretty accurate.

They are not exactly accurate but Wedwill"oonoede for the
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‘purpose of.thls argument thatvthey are falr. -So.whenel
contended in August that the average cost be81des labor,~
outside of labor, was . $BOOO per average dlStrlbutor, the'
bsurvey came up w1th %2926 as. the average cost to the distri—_-~
butors surveyed.' So we weren't so far off ‘But now we come'
.to the‘Vexing qdestion of labof, andfthe survey madevby the*"
Tax Department does not only try to apportlon labor by a  N
plece-work basis but it sets up some system of a norm.‘
v'The survey says that the norma1 ‘amount of cigarettes -
estamped by a tobacco dlstrlbutor should be 160 cases of -
;c1garettes a day.' Now “how do. they arrlve at what they
: call a- norm? | _ N A ‘ _ E

SENATOR SHERSHIN' Gettlng to that how may of your 95
vper cent dlStleutOFS s*amp 160 cases. of 01garettes a day?

MR. LEWIS:  None. | " | PR

SENATOR SHERSHIN: ~How many stamp 150 cases a day?

MR. LEWIS: One;‘v No+ of the 95% but of 100,0, v.One‘v‘m,e'mbe“t‘
1of my assoc1atoon or the assoclatlon 1 represent. | |

SENATOR SHERSHIN In order ﬁohsave'tiﬁe,.i'llgtellﬂyouc
what I'm doing here°"Just_so.they‘have'somethinQVin',‘ .
the record, w;lloyou submit‘io_this Commissfon a sup-
olemeﬁtafy letter tolyour‘teétimony, giving ihe  |
Commission.the number of disiributoféowho package or
who stamp 150, then'l25; and‘so oﬁ@

MR. LEWIS: I have it now.

SENATOR SHERSHIN: You have it rlght were? Will

you submlt it then to the Cbmmzsalon7'
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A lI‘canfrééd it,iit Will only take a'minuté;
Qe Gb'ahéad read it. | |
5A 5 dlstrlbutors, and thes& are the m@mbers of

our a53001atlon, who are a cross sectlon 01 the dlstrlbutlng

’”trado, 35 dlstrlbutors stamp up to bO casoes per day. PlV&"'

Y'V-”dlotrlbutors stamp between pO and 60 Thre@ betwe&n 60 andiv“

'7  ; be hlgher9f 

| ff7o two betwwen 70 end 80 Lwo do 100 and onc doas 1h0

W.Nobody in the a3%001atlon dO@s 1600 Now fhiS is the method° 
| 3?Q Your contbntlon 1@, that the norm @stabllshed--’
"  AS2 My contentlon is that the norm establlsned is ‘
n. not a norm,v’: | o

Q. And therefore the cost basis for labor should

That 1¢ rlwht. Tle norm. was establlsh@dg they
" say on p;ﬂe throc of the survey) that a survey was made of
thre@ 1argc accounts.: Llnensee A, Bg C. Llcenueeﬁstamps,
chey Jay, 218 cﬂﬂﬂs of c1w°P@ttes per day° Llcensﬂe B,
”102 Llnehseo ¢ 251 cases a day, Th@y takmvlt and they :
'vavorage it up. ,v.V: A
:[Q May I int@rrupt again. Mrf ﬁeéid is 1t true
'v’that your survey was based on. 'ust taking in aacount
 these threo lurgc accounts and you did not go into the
other smaller dlstrlbutors° ‘ | |

MR, NFLLD°.,M@L1 I Wou]d hate to '&nsﬁer‘oﬁ
detalls of the surv&y out I caniFf uay‘as an OV@Pall
bvsis' that what we were. tryin0 tovdo was to determlne

what it ould cost to stamp a case of CLWar@tt@Sp ther@fore,

we used——
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SENATOR SHERSHIN: Would you say thaf ycu could censider
the cost fof a man who puts out 60 cases would be the same as.
that of a man who puts out 1607

MR, NEELD: No, I think you are correct, Your assumption
there is probably right. Actually we found that three distribﬁtors,
1 believe it was, were averaging 160 cases a day and that, we
used a§ a norm, and feeling that others would not necessarily
prdceed on the same efficiency basis, we used 75 per cent of
that 21L-- it was 2il; I'm sorry., The figure is for éne'dayfs
stamping, and 75 pe‘gf*vce:mt_9 I believe, brinés it down té 1600‘

SEﬁATOR SHERSHINg: If your auditofs had this information
whicﬁ is now preSénﬁed by Mf, Lewis, they‘mightrhave come up
with a lower norm so'far as stamping? | |

MR. NEELD: We have all of that information and we will
make it availableito the Committiee at any time that you see fito
We have a complete 1ist of the distributors in the State aﬁd
the quantity of cigarette-cent stamps purchaéedrby each, sSo
that we knew the volume handled. |

SENATOR SHERSHINY Now, Mr. Lewis, I have given you a
little rest so that youVCOuid rest your voice,

MR, LEWIS: Thank you, The nerm was ascertained by taking
the three iargest distributers and it was determined that the
norm was 160 cases a day. Despit@ the fact that the average
ameunt of cigareftes‘stanmed pefvday of the L7 distributors
surveyed in this report, the average amount of Cigéfettes
.stamped per day is L6 cases, and the average‘amoun%'being’ué
cases, the department says the norm iSiiéO cases. |

SENATOR SHERSHIN: Y@n weuld say tﬁat the no/:r’m9 therefore,
in your case is L6 rather than 160, |
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MR, LEWIS: Now, on the question of labor
alloWanoesg'kzbor costs, the survey says thiss All wages
relating to the stamping and moving of cigarettes for -
stamping purposes . were raised to 100 percent, which is 
whet we pay our ldbor, before applylng the average
stamping ratio of 160, Thus, if three employees make a
total of $9,000 per y@ar,and staﬁp an average of 80 cases of
. cigar@ttes per day which is SOvpercent of the norm, 50
percent of $9,000 or $l1,500 is allowed for wages. If T
am a tobacco dlstrlbutorg and all my bu31ness allows me
to stamp is 80 cases a day and I retain three people to
stamp them ahd they cost me $$,000 a year for labof, the
survey allowed me $li,500 because they apportion 80 cases
to_léO. So if I'amva smallbdistributor and stamp hO casss
a day and my coét forvlabor is %690005 I am only allowed
$1,500 for labor.coot because everything: s apportloned
Lo a ratio of my business to a 160 cases a day, Let me
show you. nhct is furthcr broupht out in this survey. They
surveyed 17 distributors and this 1s supposed to be a
complete CPO’"“‘ubbL:; of the distributing trade in the
State of New Jersey. " Out of the MT distributors of the
survoyg'thoy only 1list one and that is distributor No. l.
in the classification I, they only“list one distributor
that exceeds or reaches the plateau of 160 cases a day, all
Lhe others are lo%/and they range down to, I say;}%%éy get
the average of L6. The one distributor that stamps 160 a

day, has a labor cost of almost $19,000 a year, $18,812.
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He gets full credit for his iabor costs because he has exceeded
the plateau of that norm. Now, this distributor = although I
dontt know who he pqssibly could bey I don't have any such
peréon in my organizaticn = must necessariiy either use two
stamping machines or must use one stampiﬁg machine, with a créw
of five or six peopleg‘to reach that $18;OOO or $19,000, or he must
do a tremendous amount of overtirﬁey and it certaiﬁly‘is not a
normal operation, But he'éan'spredd it for $18,000 cr $19,000,
but his competitor; who uses the same machine withvthe Ordinary
crew of three people and stamps 80 céses a day and his cbét of
labor is $9,000, he only gets credit for $4,500. Now, that to
me is the most uﬁeconomidal type of survey 1 have ever seen., I
think it is ridiculous to apportion'labor costs to a norm which
‘does not exist,. - If they had at least apportioned it io the
$19,000 - bdt‘they ddnvt_apporticn it to $19,000., They apportion
it to 160 cases, Sobthat the average Qrdinaryydiétributor who
does L0 or L5 or 50 cases of cigérettes a day and employs the
ordinary crew of people to do it .is only receiving one-third
5r actually in.this survey, gentlemen and Mrso Perfette=-= 28 per
cent of ouf‘actual labor cost is allowed,

SENATOR SHE‘RSHINs Any lady on this Commission has got
to be a gentleman, too. | |

MR, LEWISy HSﬁe surely is a lady.

Because if we take 16 asfthe real norm and divide
it into the éotﬁal amount of labor, we are receiving
in this survey credit for twenty=eight per cent of the
actual labor costs - 28 per Qent of the total, Now, this
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survey takesvin‘47 distributors, I think representing 5 per
cent of the total volume of business, | |

SENATOR SHERSHIN: Just a minute.

MR. LEWIS: ves, sir.

'SENATOR SHERSHIN: Mr. Neeld, do you have any copies of
that survey that we might follow? | ‘ |

VR. NEELD: I might point out, Senator, that the
folder includes not only the Survéy but a table setting
forth two br three other items”that we‘think will be of interest.

SENATOR SHERSHIN: As long:as we have them here, we can‘
follow through. - v | » ’

MR; NEELD: = I would like to call your special attention
to the factvthat‘there is in ﬁhe folder a iist of the tax
rates and the discount_rafesvin each of the 2 states that
have the cigarefte'tax.

SENATOR SHERSHIN: It will be very helpful to us.

MR, NEELD: You will also find in ihere a_schédule-of,
reVenue that_we derive from the cigarette tax and the total
yearly payment thaf we élaim to the distributor in com=-
pensatibn for the éfﬁixing ef the cigarette,téx stamp,

SENATOR SHERSHIN: e wiil appreciate having the schedule
now so that we éan fdlldw Mr. Lewis as he is talking,

Wetre ready for you, Mr. Lewis;

_ NR; LEWIS: On Chart 2, Which_is a summary of all the
compilations, v » “ v

SENATOR.SHERSHINs -Wﬁere do we find Charf No. 27

MRQ'LBWISs Itts the first chart, We start off with the
written matter and then we have Chart 1 and Chart 2.
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fhat is a capitulation>of alllthé‘distribuiérs surveyed, and
after that they go into classification - large, small, medium,
etc. But in Chart No. 2, if we were to add up the number of
cases stamped, which is fiVe.hundred sixty=-six and some Qdd
ﬁhousand and div?de it by L7, and téke a basis éf‘a S-davaeek
or 260 Working days a'yeargvthe daily éverage of all the dis;
tributors Sufveyed becomes'ué casés per day. Therefore, we
have L6 inte 160, or 28 per cent of all labor costs are
allowed, using this formula of app@rtiéningleverything tb

160 cases a‘day° The salary or Wages allowed = and this is
for the entire survey - is $197,488, in ich represents 28 per
cent of the total Labor. . | ‘ ‘

SENATOR SHERSHIN: Tﬁat iS what'y9g_say it represents.,

MR. LEWIS: Under the formula vafhe survey, Senator, .

We are allowed,'qnder the formula of the_sﬁrvey9 L6 into
160, or 28 per cent.

SENATOR SHERSHIN: I have that proportion.

MR. LEWIS: The $197,000 represents 46/166 of our total
labor costs. qu, to reducé that to 100 pef cent, that
$197,000 becomes- 1'11 find it in a minute - $686,880, a
differential in our faver of $489,000, This sﬁrveyg usiﬁg this
ratio, comes up with an answer showing that the net gain of all
.the»diétributors surveyed for the year was eighty=-nine thousand
and some odd dollars. If we apply the $189,000 total labor
costs, we would show a loss to the'u7 distributors in this

survey of $AO0,00Q'3 year.,

SENATOR SHERSHIN: Wait a minute, You've studied this, Between
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you.and me, this is the first time I've seen it. What does
this net gain or loss mean? i,

MR, LEWIS: The-chart'showsvthe»initial investment, the
maintenance, salaries=- |

SENATOR SHERSHIN: Never mind evefything. Look at No. 10,
What is the net gain? | »

MR, LEWIS: "Net Qain" means, using these figures, the
distributors surveyed in-ihis survey, the L7, shoWing a net
gain of $89,000 at three per cent,v |
| SENATOR SHERSHIN: Net gaih becausé of the stamping
dpération? They are making that much money; is that what
you are talking about?

MR. LEWIS: Over and above cost,

SENATOR SHERSHIN; Your contention is that you don't get a
gain. You getva loss, |

MR. LEWIS: My contention is that, if we redice the labor
cost to 100%, we would show a loss in this survey of $,00,000,

SENATOR SHERSHIN: Remember this, if you will, plea_se. You
may be familiar with the implémeﬁts of this survey and‘the
language that you use in the trade, but every member of the
Legislature iSnftg and we have to reduce it, in writing, at
least, | |

MR, LEWIS: Well, let me sayAit again,.

SENATOR SHERSHIN: 1It's clear now. Anything else that you
have reference to, please éluoidate'so we can understand.,

MR, LEWIS: Well, I was under the impression, Senator, that
you had these charts, |
| SENATOR SHERSHIN: I'm not in the cigarette business,

| — sho |






MR, LEWIS: So the fallacy that we find in this
sufvey-ié éssential;y‘th@ fallaéy‘of‘apportioning 1abor 
costs-tb a norm that dO@é not exist; I know, as a
répresentaﬁive of the diétributors and I know aé a f%rm@r
employee of a distributor myself, that it is absolutely
and physically impossible for aﬁyvdisfributor with a
"ﬁormal crew of people working on a machiné, on the
cigérett@'étamping machine, to stamp anj where nearlléo
cases of‘cigarettes.a day. It is 6nly in the abnofmalt
operation in,the three of one huﬁdred:in the stéﬁe,ithat
they attain . that figure and they do»it with an abnor-
mal operation of labor as is shown in the labor costs
and, as a mabtter of fact, the other two distributors that
are mentioned in the body of,the_survey; that are
supposed to exceed the plateau are not even listed in the
survey,'th@re are no figures for them, .So we do not kﬁow
whether these oth@f people used 20 men,onrkihg 20 hours'

a day orwhat. We do nbt know what the costg are. The 
only distributor in the survey that exceeds the 160
plateau is one. :Thé others are all bélow, So @conbmigally'
as a basis ofkascertaining costs; this survey is:compl@tely
wrong. The figures arejright.' Giv@”us.the proper allowénce
for labor, give us 100 percent of our actual labor costs.
This survey shows & loss of §L00,000 to the distributors

in here, which is less than half‘of the distribufors'in

the state or a losélof $BOG,OOO to the distributors in the

: if . , v
state. Even/there were to be somemobility of labor, and
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some of thisblabor could be used productively in other jbbs——
even if we were to lop off $2,000, we would still be entitled
to the 2 per cent discount that was taken away from us in
19%6. | | -
And,,With that thought, i thinkiwe wili turn our case
over to more expert withesses. ; ‘ _bl
SENATOR;SHERSHIN: If you were ailowedbthe additional
2 per cent, would that absorb ydurvfour hundrédvand some‘
odd thousand loss that»yourare‘taiking about? | ‘
MR, LEWIS:‘ Not fully. Iﬁ ordér.tO'abséfb‘tﬁe complete
labor cost-= | |
| SENATOR SHERSHIN: - Why should you ask, or why didn't
you ask that you be*giVen what'yéu'feel you are entitled
to have? '_ ‘ |
- MR, LEWIS: Because;.very honestly, SeﬁatorB we had
made our own surVeys,'Whiéh we are not submitting because
we are abiding by the figures in this survey-- we‘honestly
believe that there is some pfop@riion of mobility of labor.
I don't think it exceeds 20 or 25% but there must be some
apporiiénment of mobility of labor and that demanding the
complete and tota; labor cost§ would be unfair,  We don't‘
wani tQ be unfair, We don?t want»fovmake any monéy, Ih this
Operation, we want to break even, and we feel that the resumption
of the 2Zper cent, which would take in about 75 per cent

of the total labor costs, would be sufficient to meet

—
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our costs and it would satisfy our industry. I would say this,
Senator, that I think some provision should be made in the |
tax law for a periodical check on the economic conditions, so
that’if the conditions cantinués if the inflationary period
continues to rise, some pro?ision should be made whereby we
can come in=--

SENATOR SHERSHIN: You are in the business. What kind
of a periodic check do you think ought to be made?

MR, LEWIS: I think once every 3 years would be sufficient,

SENATOR SHERSHIN: Every 3 years? |

MR. LEWIS: I woﬁld séy once in 3 years would be sufficient,

SENATOR SHERSHIN:  Is there any further testimony. Any
questions from the members of the Commiésion? Senator Lynch?

- SENATOR LYNCH: Assuming;sirp that the cigarette tax
was not increased in thé year 1956, with no chénge.in the
tax strucfure at a113 eithePAby way or discount or increased
tax; would your industry have come before the.Législature
seeking additional relief? _

MR. LEWIS: Oh, yes, absolutely., We discussed that with
the head of the Cigarette Tax Bureau and we discussed it at
great length over a period of ‘time in our meetings, and we
were prepared to come in with a bill asking for a two per
cent incréaserif the cigarette tax had not been increased
and if those bills had been defeated.

SENATOR LYNCH: In other words, regardless of what happened

last year by way of legislation, you were still prepared

-,
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to come here seeking relief?

MR, LEWIS: Yes, absolutely,

SENATOR SHERSHIN: wyet you are still satisfied to
maintain the five per cent now? |

MR, LEWIS: On five cents tax, Senator. That is an
increase in our monetary return. The rate would remain the
same, but it wduld take up“thé additional costs. |

SENATOR SHERSHIN: Are there any further questions?
Thank you, Mr., Lewis.

“Your next witness,.Mr?kSaItzmaﬁ, Mfo Saltzman, I made
a statement that we would étop at 12:30. I know that you have
a number of witnesses, ahd'l don't intend to have this Com-
mission sit hére until six or se&én o'clock at night. I am
going to revise the 1uncﬁeon Schedulea We will quit at 12:30
and come back at 1:00. That means that you can go down-
stairs to the cafeteria, if you want to, and have a sandwich
and come back here at one, ‘

 MR. SALTZMAN: We will be very happy to, Senator.

SENATOR SHERSHINs 'Is that all right with you,
Mr. Neeld? Is a half-hour lunch pefiod all right with
you, and come back at 13007

MR, NEELD: Yes, sir.

MR. SALTZMAN: Senator and members of the Committee,
I would like to introduce ﬁo you Edgar O. Edwards, Associate
Professo; of Economics at Princeton University. Professor

Edwards,
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.PROFESSOR EDWARDS : l shouldzlike to speak on one point
andvone point only; that is the nature of the stamping norm as’
it is reflected in the publlshed report and the amblgulty of
the stamplng norm and the criteria on which 1t is based. ~Again,
I should llkeito add ln termSvof what 1s in the report,

Now, the Commlsslon should}perhaps have something on my
qualifiCations~f I have had two and a half years'.experience as
a Cost Accountant and Productlon Comptroller prlor to the war.

SENATOR SHERSHIN: Wlth-whom? | |

PROFESSOR EDWARDS- With the Telescope Foldihg-rurnituré
'.Company° | | B 1 ; v- L | FEa
| SENATOR § SHERSHINo. How large an establlshment is:that?‘

 PROFESSOR EDWARDS-; It employs about 250. "1 o
rSENAToR SHERSHIN; Where is that located7 )
- PROFESSOR;EDWARDS“ In Granville, New York. |
| ‘\dpSENATQR SHERSHIN:; Any 0ther cost accountancy experlence
other than that? | | ST |
)’PROFESSOR EDWARDS: No, sir. |
i‘SENATORvSHERSHIN:h You are a Qraduate of What.school?
5PR6FESSOR‘EDWARDS*» I have had u years. of Accountlng in
college - Washlngton and Jefferson College.. I completed my .
degree. there,.an A. Bl, in l?h?, Since that tlme, 1 have
'freceived an'M A and a Ph.D. degree from Johns Hooklns
Unlver51ty in 19&9 and 1952 espect:ve“y._ Slnce then,vl
have been a member of the Princeton faculty in the Depart-
ment of Economlcs, where I have taught Accountlng, Corpora—.w
tion Flnance,vEconomlc Theory, and Natlonal Income Acc ountlnge
. SENATOR,SHERSHIN" You are not teachzng Cost Accountancy?j
h_,PROFESSOR EDWARDS:“ We have no course in cost accountlng.
‘ L ,f59r o o P






I haﬁé published’articles’in both, accéuntingvand ecoﬁbmic‘ 
journals. I have a book scheduled for publlcatlon next sprlng,.
entitled "Accountlng Processes and Economlc Problems LR to be
.publlshed by Harcourt—Braceo |

1 should 11ke to. repeat however, that my - testlmony bears
not on what I know the people who made up this survey d1d do inlv
factof It bears on what I’ can- 1nfer that they did fr@m this'
report Wthh I understand you have before you, The facts that "
I can 1nfer from thls report are, namely,'twe°‘vF1rot of all
_ I thlnk 1t is qulte Plear that ‘the noLm that 1s:used wasvbased ; ,’
_on a survey of three 1arge accounts, and 1t has:aireédy beéﬁ  : 
' p01nted out. that at mo t appa;eqtiy, only one‘of these accounts.
vappears 1n the flgures that are dttached unless the flgures.:  “
'that were used from theae three large acuounts represen+ed
perlods when they were Work1ng weil above the average “How-
’ever, the report does say that they used medlumfproductidn'v
-'months- thls is on page M -'rathev than tbose months with
'exceptlonally high voiume.b Fuz?her I take 1t to have been o
the purpose of the report to e@taolxsh th9 actual cost of
productlon or of stamplng and not to determlne the most efflclent

method of productloﬂ.‘ The stamplng‘norm, as it 1s developed‘lnv
thls report then, 1s_usedijr‘@niy Qna}purp03é2~sb’far‘aé’lr. |
can dgtermlne. It i§ used to determine thé"variable”cdét‘of
labor; that is,ithe‘c¢st of variable 1abqr;.

It is ndt‘uséd fo?detérminéﬁqvérhéad 1aborvcost5_;
management, for exahple'wiexcept to the\é2£ent-that£managef
mént'serves.é specifié funétiénvof Working.directly‘on‘thev .
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stamping machine; infwhich Case it would,_of'course, be a f
paft of variable labor costs; Nowg'the'norm in the report
is computed as 75 per cent of the average dally stamping
rates of the three 1arge accounts where these are based on
65»work1ngvdays, as I'sald medium productlon monthso,,Thev
‘,stamplng process, to the extent +hat I understand it, isst;*
one that can be carrled out in a variety of ways. ‘You»can;:d
'use a different ratﬂcn of 1ab®L tc machlne,_dependiné.dpoﬁ?c.
the 51ze of your ope"atloa. Further; of‘ceﬁrse you can,'a
in exceptlonal cases .use more than one machlne;v The.‘”
5p0531b1e comblnatlon or ways in whlch this productlon process"
can be carried on- | | : o ‘ |
SFNATOR SHERSHIN° Let.me ask>you’this 1sif;‘fAre tm-i
machines all the same s1ze that atjone uses? . ) B
PROFESSOR EDWARDS°" I don‘t know thls. ‘
SENATOR - SHERSHINs Monroe Lew1s, are the machlnes all
‘the same 51ze7' |
‘MR. LEWIS: Yes. R |
SENATOR SHERSHIN: There is oniy»'ohe’ machine?
MR ‘LEWIS? 'Onlyvoﬁe; Oaly one macblne is used‘byv
everybody'— the same type of machine. , | d
_PROFBSSOR EDWARDS:i I woa?d assume, however,{it‘isd
possibie to use cenveycrsjbelts and_thlngs of that sort,

supplementing the machine.






- SENATOR SHERSHiN? Ali’right, 1 wes just wondering whether
there was one machlne or whether you mlght have one machine
' that would use less labor as you say, but the initial cost
'mlght be a lot greater because‘cf the'greater:capacity.
My question has been anSWered;" | |

“PROFESSOR EDWARDS«* iewould £ake it‘ then, that the
f:comblnat1ons that would be p0351b1e mlght run as follows~7V:
| You Could use tWO; three, four,lflve or, p0381bly,
f31x men in congunctlon with one machine. New, 1f.you
“use the-larger number of men,-of course,igt:impiies'ae'
’larger degree of sp601alizatlon. |

If you carry thl% too far, you w1ll clearly run into
dlseconomy but 1f of course,, wt-ls necessary, in smallj"
»'operatlons, to use a small numbev of men, you W111 also e
run 1nto dlseconomles at this end of the scalep31n thai‘e
:;ethe men will have to perform two or- three dszerent tasksfj
’;and,.ln fllttlng from one to the other, they are bound |

to be less efflc?enf than if you had an op+1mum degree

;'of spec1allzat10n. You could also use, say, four, flve,

_s1x, all the Way up throuoh +en or twelve men ﬁn cen—'e
“Jjunction w1th two machines. 1 will speak primarily,
hoWever, about ihe‘cemﬁinationSjthet are bossible wheh‘
there is only one machine in'existenee,f Nowg the norm
in the repert is Cleerlyederived on the basis of the
production poséibility of 1arge accounts. We are not -
'told~inethe report what ratio‘ef labor to capital is
implied;vihat is, Whét retio Qf iabor to capital was
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-actuélly uS@d in th@é@ 1afg@ fifms. It is clear,
however, that gll other compani@s,ml_assule that all
of them are smallsr, need not'ahdfindeed cannot use, perﬁaps,
the same rétibvthét'th@ larg@r companies can use. They
“may not have @ven‘that émount of men on-the premises.

s If tho normﬁ which 1sAcompuLmd as 160 cases per
'aay, wera bade on, aﬂd this is hypothetlcal I have no
knowl@dgs of thlsg if it were Qa&ed on a l} to 1 labor-
;’maﬁhihejfatio‘and fu1l iabOr cbsté were ailowéd'whéni'lb
thié n6rm was achieV@d; it Would mak@ Séﬁ@ sehse, subjec£
'to a later qualiflcatlon, to allow a firm. us1ng four men
and. ons machlnes only half the cost o thi?iin ir their»
»output were only 80 cas»s per davn.on the assumptlon,_
iof.coarse, that the se ‘men could use the addltlonal time
prdduétively»eisewh@re in tg@ company. It would not
_“méké'saﬂse;-however,_to“asSumé that.afipm émpléying fwo» .
men with §he machin@ishoﬁl&’achi@V@ thé norm of 160
cases per ’day;"dlaaflv,’th@ amoﬁntfth@S@ two men would
be able to turn out in af day in conjunction w1th one.
maéhine-would.be substantlally‘1QW@r tnan’léo cases per
day. If we do‘apply'the ﬁorm of 160 caéés per day to
these p@ople, thc cons%quence would be that only half of
the cost of the two men would be allowed‘and on the basis
‘of the 1ittle I can infer from the report, this is
apparéntly thezwéy:in which thisg was dbn@. That means,
‘thﬂt if the.two mén worked, let us say,. all day long,
'produccd 80 casmsg nevertheless onlv ‘half of their total

labor costs Would be admltt@d as legitimate labor costs,
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"because the total'émounﬁ_th@ybturnéd out was only‘half
of‘th@_nqrhm. The totai Iabor cost , in other wbrds; in

fhis éxample is all r@qdy'OHSMhélf éf thﬁ'total lébor
cOSt of Lh@ 1argc firm and in applylnv the norm to thls,

- We. are acce t hg_a- legltlm@td cost only one-- hqlf of th@

| f,fsmall@r tOtul The report sug,ﬂ*tsg on paya p, that thls

'fls thv technlqu ﬁsed‘b Lct me quot from thls._"All wages
-  relatlng to the stamplng and movinr of 01garuttes for
>’Jstanp1ng purposes,'wur rai &d to lOO p@rcent b@for@
:v’japplylnb th@ avaragc stamblng raulo.ibThus; if-thr@él
"I&mploy@@s, maklnﬂ a Lotdl of 9, 000 per year, staﬁped'
an averaoa of 80 ra &8s of ~1vdr tEes/ wg;ch 1s ;O per-
"cant of the norm, pO percont of the (,;;9,000 or £l ,pOO
o wes allowcd for WanSe | ‘. | |
“ No Other Aamples ;rﬂ given but I would take 1t
bwarom thls that 1f four ﬁmplcyuus Were employ@d making
‘ a total of - M12 OOO per vg-r’ nd thcy Qtamp@d an avcraoe
'of 80 cases por day, that 50 porc@nt of 12, OOO would b@
allowed that j,s, :ﬂ\.é,ooo howbvvr end, of coume, the
foﬁ’ nﬁn in thls case wou)d aoiuaily bb munh less"
 @ff1c1@nt than»the»thr@@ MG o Qn the otbﬁr;hand if
two men,‘worklng w1th onu ﬂachlnmg whos& total'waﬁes. 
cam@ to wé OOO a y@ar, it thes two men stamped an
average of-BO cases per day, whldh i would regard as
certalnly more @fflClynb thuﬁ three moen or four men,
’appar@ntly only 50 p@FC@Dt‘OL the WO,OOO or £3,000 would

bhe allowéd’aé‘th@ actu £l labor cost I think and if I am
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correct in inferring this from the report - and, of
coufse, I have‘no other basis for judging - ﬁhis is
Clearly;'l think,‘an incéfrect‘way‘of Cdmputing‘the
legitimate labor costs 1ﬂvolved in the stamping
operation.' | |

ti’would‘suggest, then, if a norm is to be used at
all in tryiﬁg’to detefminevactﬁal labor COSts,'that_é;
separate‘stamping,ndfm‘should be used fof'each~typev
" of‘productiOn‘téchnique: A'separate norﬁ.shou1d be:-
eétablished, 1et‘us'say,_for'those‘firms,that’use thé
teéhhique of “two meh'in conjunction with oné_maéhiﬂe;
a separate norm for‘thbse firms thatiusefa teéhhiqﬁé '
involviﬁg‘thfée men:and one mééhine; fouf men énd one

.machiﬂe; five men”and 5ﬁewmachiné;'cOnveyors.’:Ybu
- would ha?e'fd haVe é different'norm for thoée that‘ﬁée,
iétius séy,fmoreucapitél‘equipment-of this kind. |
N Nowg'the reason why yoﬁ'wouid‘ﬁéed a sepératev
“stamping‘norm er each of these is becauSei having a>
norm for-dne prddﬁction techni§ue, it is, ﬁeVerthélesé;-
- not usually possible to infer from'this normithe'”‘
- norm that should exist’fof other production techniques.
in othef‘words, if the norm cf.léo were to be con-
sistent With‘the pfoduétion technique invdlving
foﬁr tQ one-ratio With 1ébor to-capital, we cannot
assume that two men ahd'one machine Should be able
to produée 80 cases per day. vWithout investigating the
facts, we cannot tbe sure- perhaps they should produce 90
of 100, perhaps ohlyISO or 60, This wculd.be a question
| 65 |






gof ptudy, of couruv;- On thc othor ﬂund,vvf somﬂona us“d ,f"

Ziﬁ;31x m@n in congunctlon w1th on@ machln@, I would expact ;,f
a that thelr norm °hou1d bﬁ wull above 160 If thess
QIIseparat@ standards wmre computed on tb@ basis of larg@j;I'

kalVfiaccounts,'whlch I as sum@ hQV@ rulatiVFly effici@nt

"f‘a norm Lhat would be efflclent w1th th*
»*fus1n& the Samb Ofoductlon taonnlqu ‘as’ tne 1arg@r flrm.ugl{

?~;Thls 1s so b@cauS@ whcr@ output 1s small@r, the

(;ﬂ'I'v.'g*jfjAf:IIfrequoncy of adJustm@nts nacassﬂry for th@ machlnﬁ as. ?f;I?IW

x;fyou move: from one - brand to anoth 1s llk@ly to be-

VIIlarg@r, set up tlmﬂ 1s dlv131bl® by a smallar output so,‘i~'

"L:ﬂsmall r output ; Th@ work af@a is mor@ llkely to be u5@d

“-ifﬁfor multlplo purposao 1n small@r flrms and thls, of

S .
g;,coursag_would 1bnfﬂ

cn th@ sot up tim@., Labor is not

r;\A_‘ V‘_‘~¥gya¢;11kely to b 'ag fully spcciallzed 1n tho small flrm wher@ ?;i
"*f pePhapS th@y can work on th@ stamplmo Oy@ration only |
Tf;threc or four hours d day.7 Wh@reas, 1n th@ laroe flrm,

jifﬂuh@ lubor 1s llkuly to b@ fully SPGCiallzed’*making’ Of

thIfcoursc, for 1nor%a3@d efflcl®ncy at that 1@V®1 Thefff””
Sk ~reduction '
f5f75 percvnt/appued in th@ report, I would 1nt@rpret as an-
';v@stimat@ of thls klnd of adgustm@nt though no facts are .

VRS mlven to support th@ flguru in tbe r&port It could Dbe /',Q'

“Flferent from Tb p@rcmnta I thlnk,.lt 1s clear, how-'F'““’
v'&”;!_—‘;, ;.I o ‘;»*“hat thl klnﬂ of adgustm@nt cannot b@ 1nt@rpr@th o

) m@nt for dlfferunt produotlon techniqu@s.fffﬂi
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ItvcanIOnly b@rintérpr@ted as a‘diff@ronoe‘in éffioiency
v_ﬁsiné thé-saﬁo f3chniquo, W@'caﬁnot3usej75fporoenf
ciearlyito'ﬁét'from'avratio of-léO‘orrfromanorm of‘IGO:
wh@n 1abor~managomynt ratio is u to l to say the norm o7r
that should apply when we haveonly two men aniono |
f mach1n@. If thoso dlfflcultleo were surmounted 1n the
ﬁ;report, we are left, I thlnk, wrth yet dnother.vahé' 
;abe ‘of norms computed for dlfferent productlon tech-f'”‘
rnlques,’each adguotod to reflect the reduced efflcienoy
;of smaller scale ooeratlonsg rests yet on another‘;;r
‘y;assumptlon,: Thls assumptlon 135 that labor hired for the

'fstamplnv operwtlon can be eif301ently used whenever

_it 1s releabed from th st”mpin operatlon.ifThls o

.....

v‘assumptlon is not spoonfled oAplicitlyj

1n the report
that you have before/but I thlnk it 1s qulte clear that o‘
”fthe assumptlon is 1nvolved Pha.opp031te assumptlon 1s
,used 1n computlnfr th@ cost of stamplﬂ”r equipmcntg> That
s, full costs are’ alrowod even thouWh the equlpment

is often not 1n use. The equlpment 1s regarded I thlnd,v
 'r1ghtly so, s speciflc to one Lask,- Labor 1s clearly
more mobi

v le .
more versatlle/than 18 the e*ﬂlwmong and in 1 rge accounts

where idle tlme is leos 11&ely to be fuctor, 1abor may

be fully utillzed when 1t is rel ?.Trom stamolnb

‘because alternatlvg work is. aVaJlablo.J In certain sméll
iy . . B
operations,'however, the reverse may be the case.
Esp801ally if effrc1ent pdrt tlme help Cannot be obtalned.

In other words, in =& small oporatlon, you may find, let us“
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say, befbf@ theiétamping operatioh Wag'fakeh:oVér;fthe
small firm, 1ét'u31say’ éﬁﬁloj@d three'meﬁ.' TheSé threé:"
men were working full‘ﬁime;: Ndw,"let dsfséy‘thén, thet
 theV are requlred to take over a stamping operation.  '
 ThlS stamplng Qperatlon requlre59 1et us - say, two fuil 
“time peo?lé fof‘twb hoUrsi Ndw; if the:firm‘Cannot'hire.
bkpart time labor that is efi101ent at the task, then they_u

mlght have to employ two aadlblonal men°. Thc problem

‘jithen would be What to do with the e men 1n the other six

, hours of the-day. Another p0351b111ty, however, 1s thls.

"» Thaf-is;'théy mi ht embloy one addltional mang take one

‘_man off of hlS other task for two hours to help hlm to

"- fstamp the 01garette@ When thls taok 13 done then they

',mlaht go bQCk to worklng on the re@ular operatlon.. But 

'vnevertheleass'even 1n thls caweg you ‘are 501ng to have"

'>_ 1t mlght be used in- s‘ﬂl

‘-four hours of labor lee thaet is- really 1dle tlme although

';}"make~work" Coe
MurL @I /task,- The other

p0331b11ity for thls small flrm is to work thc thr e men.' 

? OVeruime in order to. stamp the c1gefettes. Jut Qf |
:course, overtlme rates are. much in oxoesg of standard
lirates end 1f thlq-were the Case, then certalnly in this:'

| 1nstqnce,_the ldbor cooto should be computea at the over-v

tlme rates, I would not mlgbest, I want to make thls

 cl'ear3 that stamping laqor should be treated as immobile _’

as'is»ﬁhe‘equipment, That'ié tﬁe opposite éssumption

- from that médé in-tbe»r@portg that labor used_dn.stémping

cannot be'uSed‘at alivelsewhefe,whenAthé'Stamping is

completed. This “poolte asgumption, I think, is as
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extreme ss the one that is uéed in the report. It
should not be arbitrafily assumed thét»labor»is
| perfectly moblle, on the other hand. I ﬁquldvsuggest,
rather, that some compromise between these two |
extremes would probablj best fit the practice.
Now, if I éan simply summzrize briefly, the

points I have tried‘to make are as follows: Iirst,
the norm ih the report takes no account of the‘
different production techniques, is baséd on & .
produotién function of large firms and apparently
penalizes the efficilent smali firm. %wﬁ?eg_by counting
as é cost, only a portion of its 1egitimaté cost.
Second,’differént norms, if a norm-is to be used at all,
should be‘computed for different productién techniques
because one is not easily translatable into andther.v
Third, the allowénce of 75 percent for disecénomies of
| small scale operations using the same technique is not
supported, It could be either greater or less,
‘mobility of labor frpm one type of work to another and
further assumes that work alternative to stamping is
available, Some assumption, intermediate batwé@m that
of full mobility and that of zero mobility, could be
probably shown as morevconsistent‘with the facts. Now;
on the basis of the sparﬁe statements in the report, I
would judge that the technique used in the report, sérvés
to uhder estimate the actual labor cost involved in the n

stamping operation, This is particularly true for any
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‘athe norm. 1'

haflrms that are smaller than those that were used 1n computlng’ h

Thank you., That is all I have. Ry
"+j SENATOR SHERSHINo' Thank you so much AnyjqueStionsgfromuf‘

'f"Lany members of the Commlss1on7'.f

Your next w1tness,* May I Just look at thls schedule. lsv.

77M Goldsteln present? How long will Mr. Goldsteln take?

o MR- GCLDSTEIN*h Slrs;l w1ll consume about ten mlnutes of B

'Vyour tlme. I th1nk I .can flnlsh w1th1n that tlme.

| SENATOR SHERSHIN: 'Flne.' W111 you present your. next

hWitness, Mr. Saltzman?

MR SALTZMAN B 1 present Mr. Harden E, Golsteln,.Dlrector <

V',1n Charge of- Public Relatlons and Statls 1cs_of the,Nat;onalv

btAssoc1ation of Tobacco Distrlbutors.;

o H ARDEN 7fB{d GOLDSTETIL No_ Lad1es and gentlemen |

o 1 would like to correct that :lf I may.< 1 am: the Assoc1ate‘{u'
rDlrector of the Natlonal ASSOCl&thﬂ of Tobacco D1str1butors

:and the Director of Market Research

‘_ The comb1ned membershlp of our Ass001atlon,\gent1emen

 ;ftransacts over 95 per cent of the total sales volume con-

3;;summated by the Wholesale Tobacco Trade in the Unlted States.v

fu'The membership of - the NATD prov1des the maJor artery through Wthh
'the manufactured goods of over flfty dlfferent 1ndustr1es - |

“1_are dlstrlbuted to more than one m1lllon reta11 outlets






and through tﬁém‘to avgoodly majority’of America's
consumming -public. |

In order to properly,evaluételthe statistics
presented by the NATD today for the information and
guidance éf-this hohorable commission'it isg, I believg,
imporfantﬁtO»point out the féle of»the'Assdciationis
Market Resééfcﬁ and'StatiSﬁicai Divisions. |

Through’these-DiVisions, the NATD,coilects and
compiles authoritative date about the operative
functions;‘activitiés;and eéonomic ehvifonment in which
its members bp@rate; . Théy regulériy collect and
supply manufacturers, wholesaierég government agenoies;

'hewspapers, schOols, libraries, etb;, with statistical
data on broduction, inVentories, costs, employment,
wages and éther related subjeéts.

It is interesting ﬁgfti‘think'at this timé,
that Federal'aﬁdetate Government Agencies, as well as
thé pr@ss, regularly make ﬁse}of statistical data
securedffrom oﬁr office, sinée in many.areas, their own
fecilities = because’df budgetary limitations = do not
afford as Compr@hensive»a dbcumentation of industry
conditions.‘

In dfder to properly evaluate the justice of
the request made by the Wholesale Tobacco Distributors
of Wew Jerséy for additicnal compensation for the7
services they render the sﬁateg‘it is essential that _
the equity of their élaims be ﬁiewed“in thellight.of

the econonic environment that presentlyraffeCts them .
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and theilr dounterparts throughout the United"States;

I propose,vtherefofe, to do the following: |
Tovset fortﬁ as'concisély as'pOSsible,‘a documented
plcture of the difficult financial problems curpently
Pacing Wholesale Tobacco‘DistribUths, along with'
evidence of the recoghition afforded their serious
plight by other statesbwho‘also'empioy,these people,
rto.collect and account for-monieé raised by thé stéte
,tbrouﬁh the modlum of 01@arettes taxes.

So that Qn accurdte comparlson and evaluatlon
might be possible,- all Qf'th@ figures included in the
" portion of_the_statement that follows have been
‘related asiélosely as posSiblé to conditions existant
in 19&8 .sinée'it was in that year that Tew Jersey

first enacted a clgarctte tax 1aw. |

Now before going iﬁto it; with your permiséiong
T would like to give you copies of the figures that are
included as part of.bme report and I w111 be able to-
ﬁention the reuults rather than rea d thc entlrr columns.

Q. May I htve a copy for our secreta Ty 7

A, Certainly, here you are.

The first»setbof figur@s begimson page 2 of the
r@port'you have, at the bottom} Tategory 1, since we
want to prosenﬁ éssyst@m&tig g view of the situation as‘
possibie? deels with the ecdnomic ehvirommént in_whiéh
the wholesale tbbacco diétributor operates. I might say,
beﬂofe reading these to you wontlcnsn, .or.th@,

A
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conclusions that I have listed on page ¢ of this report,

Lle atatistical sou

The first c

commodities and sex
wages) and that, as

elways will procesd
figure I will read,

incresse in whole

rces From which this data was secured.
ategory 1s the increase in prices of

vices (including interest, taxes and

you will note and the arithmetic

in the first_two columns the

is 12;5%;~ Category(b) is the
sale DriceS‘( 11 commodlties)'comp red

to a base of 19&7_19A9 and that ‘base will be usad here-

after since it 1s con51aerpd standard by both'the
Departmen% ‘ o

United Qtﬂtcs/bf Commerce and most industry groups. The

.)-1-

4

he next considerat

|

manufactured tobacc
same period of tTime
A

(d) ig the increase

of living index

o)

nd

aa
Sa S

Y
)

(e) is the incresase
of the dollar's dec

ins L an adjus

poriods which woul
of statistical dist

note, is 1l.5%.

(f) is the decrease

nerease in that ce

1 that increase equals 108

i}

tegory, you will note, is 13.2%.

ion is the increase in prices of

-

and in

-

o] proquct

3

that case for the

to 1956 the increase equals 2&7

ad on the cost

as

in consumer prices b
v/

/0%

in wholesale prices measured in terms
lining purchasing power, That also
ted base of L7-49 rather than earlier
have shown & higher result because
ortions. Thet difference, you will

in the number of primsry wholesale

tobacco establishments in the United States in the
period we are concerned. That equals 18,2% something

o

over 500, I heliev

ments.,

e .

the exact figure is 548 establish-

—
a { i
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(g)_isythe incfease in wholesale tobacco distributors?!:
operaiiﬁg expenses as a per cent of salés. This is commoniy
and very often referred to as "the cost of doing busihes§'~
27.12%. |

| (h) the increase in averagé wages prevailing'in.the
wholesale trade; Now, this covers all wages of all categories
of employees and you will note.the increases equal 39.53%, in
the case of weekly wages, and L1.48% in the case of hourly
wages. | - |
| (i) noteé the decrgaée'iﬁ Wh@iéséle tobacco distributors!
net profit as a per cent”of‘net s&les and, if I may, I would
like to emphasize that the wholesale tobacco distributors!
ﬁet profit in 1948 was ;hevlowest for any'who1esa1e group'in
the United Stateé —‘0.63%.,'1h 1956, it alsd, ﬁnfortunately,
"has the notorious distinction of beingithe low§3tvfor any -
wholesale group; and it is 0;36%,_3 décline’éfﬁﬁeariy’h3% -
42.9%, in netxpfofit.‘ | |

(J) is the decfeése'in Patio of Who;esalevtobacco
diétributors' net sales to téngible net‘worth, and you will
notice that is‘a very minor dfop, but I point'ouivthat sales
volume, contrary to expectations of:mos; laymen who‘are not -
in the industry, has not increasedbpropértionatelylwith the
rise in cigarette congumption. This iéérelatedeo-the fact
that mény me d iums haVe,sprung up duringvthese.years that
have taken business away, cigarette busineés,away,'frpm
the wholesale fobacéo distributbr as a channel of dis-
tribution. . ,

1948 - 14.35'£1mes. 1956‘~'lu.06‘times.‘
| h |
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. Next, we hgve his average collection period. You willv
note that 1t has increqsed two days and even that émall
“period results in a 1&.28% increase.
(1)'Increase in whélesale tbbacco distributofs' total
debt as a percent of tangible net worthhas grown 2.01%.

Thewseoond'category,“géntlemen9 lists in groups
g, b, ¢ and d, the 20 states, that dufing the.period
19&8 to 1956, increased cigarette taxes. In list a,
youvhave_thosé.states With theif tax fateg in list b,and‘
unless you want me tg although in the interest of saving.
time, I do not think it will.be necessary to read these.

SENATOR SHERSHIN: We will have a copy of this
inéorpofated iﬁto the minutes of the hearing.

© MR. COLDSTEIN: In 1ist (b}, you will find the
‘states thét increased their tax and decresed net
compensation. You will note that in thét éharts we
have added two columns not very often used in most
repofts on cigarette taxation;' It is the totél caShA
compenéation accrulng as a result of the discount and
a coluﬁn»showing elther n@t-decrease or . net ihcrease in
cash compensation because of changes to the wholesalef.
Chart(c}list four states which increased taxes and left,
and that includes your own state, I might say, and left.
cash compenéation at the same level. o
| Q. Say that again?

A, Chart C. coveré four states which increased

their cigarette tax, maintéined:their percent discounfg or
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rather reduced their percént-diséouﬁt and kept cash
- compensation at the éame level., I am awfully éorry
if I mis-stated.

You will note, however,vthat in_cétegory(d)
there are 21 of the 28 states that made the increase
in c1ohrette taxes listed and in those coluqns, you
'will find both cash compenSthon pqld wholusaieru,
thch I thjnk mehL be very’interesting tQ you, end
the not increase in th compunsatlon to wholes l@rs.

If I may thn skip, guntlomcn, to page 8, I
would like tQ make these'pQ%qts.‘ 3irst, we have tried
to'document the facts above pﬁr@ly for your records. .
“We have not proj@otéd them oﬁ interpreted them. It is
essential, I think, however,,that we pointvbut which
of these statis thS might be corrul ted and accordingly
with>you forebearance for_andther‘minute, I would 1like
to mzke these ﬁoints.  |
1. During a period which has secen all cdmmodity prices
rise by an‘%veragé of 12.3% - g@neral_wholésale pricés
have risen by 13,2% andthe prices of menufactured tobacco
‘prodﬁcts tc-wholesalers have incaéased by 2&%’°
2. During a period in which the wholesalér's cost of

acquisiti oh has risen oh;fblyp consumer prices have,
because of pressures brought about oy competltlon,
risen much less rapidly.

3¢ The wholc'ﬂlbr presently finds himself with his

dollar purchasing power decreased by 1li.,5%, At the
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same til@, hls cost of aoqulst¢on has increased while
consumer prlce increases (and therefore his seLllng |
pfida’) have not keptvnace.’
h.v The cond tions 01ted havc feoulted in an unusually.
high rate of business casualties, either by means of
- bankruptey, volunturr rctlrement or merger, with the
:T@SU1t.bhat‘t1u number of thlesale Tobacco Lstablish-
menté in'th@ United States has decreased by 518 or 18. 2/
in’th@ ﬁériod frOm_l?hS to 1956, AThe squian9
Wholesale Tbbacco opéfations continue to be thre atened
by'the seme esconomic conditions that caused this
sharp hflnhu&@. 'ThiS, df itSélf; wefb@lievé, is .

dangerous fo our‘économy - depénd@nt as it is on
-private enterprise and a distribution sjstem fhét'can
Mﬂke the frults of our productlon ganlus qullable to
Lhc entire populotlon.“
5. Contrlbutlnﬁ to theenonomlc threats presently
confronting those Wholesale Tcohbacco Distributors
remaining in business are the following factors:

- (a) An increase of 27.12% in their cost of doing
business. ‘ | | |

(b) An increase Ofvat'least 1,0% in the wages and
‘salarleo they must pay their employccs.

(c) A decrease in their n@t profit of L2.9%.

Réducing pr@viously small profit nearly to the
vanishing point.. |

(d) An increase in the nurber of days that their
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accounts receivable are»outstandihg, thérebj reducing
 the rate of turnover of capital'invested and requiring
vadditioﬁal capital to finence credit extended.
(@5 A‘Qh‘hl% increasé'in‘their total debﬁ out-
, standing as a percent of tangibie net wofth. Finally,
(f)v Of the 28 stétéé‘thét iﬁcreased_the_tax on
vﬁcigareﬁtes frdm;l?thto 1956;.thélpre?§nderant ﬁajority,
_>21;felt it necéSsary by‘reason of thevfactsg‘fo allow
Wholeéale TobaccQ Distributo%s_an increaséd>amount of
cash Qompensation for fhe'servicesifhey are required to
’r@ndér the Stéte)‘ o
‘Gentlem@n,?th@se afe'thé'faéts; they‘are,.
unfortunétély in-éur’opinion;'feéreS@ﬁtativé:of'the
 :conditioﬁs éonfrontingﬁthé.Wholééalé Tobacco Distribﬁforé
vin your‘stafé. | i | |
| SENATOR SEERSHIN§  Mr. Goldstéin, thank-yoﬁ for
- keeping your word.on the,ten’minutes, and secondly for
your ffank and candid presantatioh.. T anm wondering if
you have an extra copy; I think that maybe Mr. Neeld
ﬁould like to haVe a copy fbrvhis reccrds;-31 ask you
ﬁhis-qﬁestion as ajmemb@r of the commission. Did, at
any time during ﬁhé spfin# of'1956; anyone from the
- Wew Jersey State Cigarette Tax Department contact ydur
 offices for anyTinformaﬁion which couid be used to
determine & tax for New J@rséy?v |
| | MH.,GOLDSTEIN: I shali be as dandid,vsir.

Not only did they, but candidly they felt that despite
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the fact that our figures are on a national basis'and, we think,

with great application

asked as a witness to argue the point,

will be off the record
SENATOR SHERSHIN:

MR, GOLDSTEIN: I

to your State. ‘And, since 1 wasvnotﬁ

' I hope thataeither:this
or- e
Everything you say iSIOn theireCOrd;

feel then, with your permlsblon, that

our flgures show that the eost of stamplng c1garettes 13 some—a’

thing about 8%._ I thi

States that'have ﬁax d

yours low but that your

is much lower by reasor

is, some of the States

your diécount is a lower

' SENATOR SHERSHIN:

to the New Jersey State

MR GOLDSTEIN°

I bave no

k that 1f you compute the average of the

beounts, you w111 flnd that not only 1s

L elther of the level of your tax, that
have hagher than b7y or by reason that
r than average dlscount |
Was that 1nformat10n communicated L
Tax Department?

1 assume that some

1deaq'szr,

~of the flgures were passed on to %hem‘by Mr. L6W1ch

SENATOR SHERSHIN3
fufnish them someeinfoi
. WR. GOLDSTEIN: Ye
I noted was used here,
SENATOR SHERSHIN:

Our time 1s 12:35

and come back at five 1

(R E

But yoa had been ccntacted and you did
"mation? : - |

5, we did, sir. Some of the information,

Thank you so much.
and Wefwillvadjcurn for'tﬁe,presentf

ninutes after one,

CE S S)
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- AFTERNOON SESSION

§

AFTER RECESS o

N‘ _h7 levele,;-'

; SBNATOR FRANK s SHERSHIN (The Chairman) raggheafing;, :
: will come to order.uf | S 2

Mr. Saltzman, will you please present your next witness? ff-

MR SALTZMAN. Mr. Chairman and members of the Committee,;jiif

“,fEI present Mre Bernard Brenner, who 1s President of the Pennsy1~»*ff;

'vania Assoc1ation of Tobacco Distributorso: Mr. Brenner._gfhff7*'-N‘

: SENATOR SHERSHIN., We are glad to welcome you here to

”‘New Jersey, I\/Iro Brennerov-

B E R N A R D B R E N N E R’ﬁ Thank you.: Mra Chairman

rsand members of the Comm1531on, my name is Bernard Brenner. I'amﬁrli“

lPresident of the Pennsylvania Assoc1ation of Tobacco Distributors

Jand Vice-President of M.vBrenner & Sons, a wholesale establish-;li'

’ ment 1n Harrisburg, Pennsylvania.’ﬂp:

I appear before this body in. order to cite the experience;f:‘f

‘fin my own state in aid of your deliberations and to remove an
l'1nequity by restoring the compensation previously given tobacco
"distributors for serV1ces rendered in affixing state tax stamps

_to the rates prevailing in your state in 19&8 when a tax on e

. cigarettes was first lev1edoi'.”9'fiff.N | | | .
The problem you are considering is not unique to your
;}state alone0 We, in Pennsylvania, now enJoy a u7 discount in f«ff-
r,the purchase of 01garette tax stamps. nOur tax rate for‘"" -
01garettes was preV1ously four cents a pack and 1s now five
'cents a package. ‘When this tax 1ncrease went ihto effect

our state did not reduce the discount but kept it at the same 'if:

| SENATOR SHERSHIN,‘NWiIIQyou give us. the year on that?
MR; BRENNER': Last year, sire_iﬁ Just to elaborate-»uﬂ”ii







last year, when we had the hea&y flood in the State of Pennsylvania,
there was an emergency l-cent tax put on our Cigarettes, from
four.cents to five cents, and tﬁis year in the Legislature -
itt's now in the Legislaturég it will be'passed, and it will
beéome'a permanent tax of five cents and a four per cent commission.
Despite the fact that the discount granted us is 25%
greater than the discount now al cwed New Jerbey dlstr=butors for‘
the same service upon ihe same denomination of stamps, as the
experience of my firm and of nume:éus ethefs with»Whom Ivhave
discusgeq this_problem shows, the amcunts the diétfibutors
receive in compensation for their servicesldd not begiﬁ to cover
the expenses of acting as tanéffixinQ agents forﬂour_State;iahd
we are now petltionlng for an inc ‘rease in our stafe's-disééunt
to five per cent in order to more reasonablj defraj our constantly
climbing CQStSo. | | |
In arder'to‘affix>thevciga?e§3e'tax'stémps as rédﬁired by
law; the distributor must ali@éate space within hiS'establishment
for setting up and operating the stamping,dé?aﬁtment, »Space
el aliocated is lost to the distributor for any 6f his.normél and
regular bLQ“ €ss funht%ons. Newefthelesg( the dis butor pays
rent for that space, or if he owns ihe bu;!d;ngg he must charqe
of f the use of that space as part of his reguldr bu1xd1ng overw
head,'including such amounts as its pro-rata ohare of malntenance,
repairs, real estate taxes, mortgage Interest, insurance and the
like,
The distributor must émpiey personnel to physically
affix the stamps'to the package of cigarettes; It likewise.
goes without saying that the'distributcr muét péy his persdnnel






for the services that they perfofm, Hours spent by persdnﬁei
ih the serﬁice ef‘the state, for which the‘distributor pays;
are necessarily hours subtracted from the ﬁfodueiive.and ’
prof1t~mak1ng capacity of the distrlbutore- | R

 In order %o affix the stamps required by law, the dis-
tributor must flrs* pu“chase them from Lhe state. Capital .that
would otherwise be used for the acqulsitlon of commercial
commodltles Wthh would yleld the distributor'a~prof1t must
now be channeled into the S*Gzlle field of tax stamp purchases.
- If the distributor is not to reduce the total quantlty of mer-f'
chandlse he purchases, he must, perforce,-borrowvin order to
buy-taxxstamps,  ThUwg the dls%ributor must pay interest to a R
lender.fom the services he perfOTms for the statee~ Even if
'he pays no interest, he must fo'ego the use of a portion of"
his capital for pzof;table parpo;es in order to comply with
state law. - | o ‘

I know of no way to calculate the value of the lost
‘proflts suffered by the dis 1buior as. a result of - czgarette
tax loss, bur I can assare zhzs body that such loss is con-.‘
s1derab1ee | | | _> H A

The distr%bueor must employ pegsonnel to affix theﬂf.
stamps and traan office help as well‘as stamp,aff1x;ng
personnel to serve the state. ‘His office heIp‘hﬁst Reep '
proper tax records, they must make ou£ the necessary and
requisite reports required by cigarette tax laws; They must
" take time away from their normal and productive‘fuﬁctioﬁs in
order to act as agents for the'stat 

The foregoing enumerauion of service rendered and monies

expended by the tobacco dastrlba+0“ in behalf of the state is
34 | |






a representativevsample of the totality Qf'all ourvobligations
taken on by the distributor in order to affix the state's tax
stamﬁs. In addition, the distributor must assume the risk of
10559 theft or spoilage of the tax'stamps,v Hélmust incfease
his insurance payments éihée his inventory has been increased
by the value of the, otherwise to him; ﬁnprofitablefstamps
affixed to the cigarettes, | } o

In*the‘firm belief that men of good‘Wili;‘whéﬁ'presented
with.thevfacts, will ﬁltimately uniie@}On'thg.fgif.andvéqﬁitabiew
vthing necessary to be dene in each pé&ticﬁlarbcasé,'l am confv
vinced>that £his body, hévihg beéh'gi?en thg fécts,-Will éénciudev
thaﬁ the preSént cigarette taxbdiéCGunt fatevig.QnéfQus;.uﬁfair.'
and unjustified and that the same should be rectified févprovidé'
an adequate'réfufn to the'distfibuidr for.hisviaborS, ééiéﬁléted
at not less than a 5% discount of tﬁe.present tax'étémpvraté,

SENATOR SHERSHIN: = Thank you, Mro'Breﬁnef.‘.lf‘that‘is the 
_only'manuscript.you ﬁavey will you leave it With:our.secrétary?

v_Now wiil_yqu an%wer_a,fewiquestioﬁs?iv» | |

Q Of what siz¢ firm arevyou”Vice Presideni? How mény‘
people de yoﬁ employ? . A We'empioy‘cne hundred;
. Q How-manyvcartohs é daybd0 yQﬁ_stamﬁ?._ Anf.We'étdmp
about IOO cases a'day§ that is, SO‘cartﬁnévper case, and”IOO'
cases per day., Or it could be saﬁetimééiéo Cartons., It all
depends on how they are packed.b |

Q Did yoﬂ ever obtaiﬁ a cost accduntant’sifigures'as
to what it does cost you? A Not down to the basic points

of all the factors involved, I could go into some

&






detail, since you asked the qué&tibn@v I had not'p1anned to do
S0, | | |

| Q Well, perhaps I héd}better preféce my questiony
What abbut ihe labor costs ih Pennsylvania‘and‘New Jersey? |
Are they similar? A  They are very"sim.ilar‘e i‘heard‘the
figure of $1.50 dr $1060, soméwhefe in that neighborhood,

Q Can you'gi?e us-any idea of whatlyéuf_éctual\bosts
are for production, for stamﬁing?~ A Not down to the
pointvwhere,it includegball the dthervfaétor§,»éo far;a$ ﬁhe»"
bookkeeping,'etco | i k' _bb b |

' Q Well is there anythvng %here that “you have that
mlghu be helpfui to this. Comml sion, based on’ your experlencerf
on labnv costs? A i No, I d@n'vv | ‘ ‘, |

| SENATOR SHERSHIN°  Mre Neeld,;may I aSRﬁa que§tion
at this time of you? Does the State OfiNew Jéréey’allqwﬁfor
losé,vthefi or époiiége?' _‘_ | ; | ’ |
|  MR.‘AARQN NEELD:.F-Welig W@.would'in;é Co$t sur{réye :
Do you mean'dn the tax étamps?  o v _  .
 SENATOR SHERSHIN: I am talking csn.”fr;'he tax‘s~:;amp§, yesn
o MR; NEELD;-' Wéli, ﬂaw,.bhat is a pretty broad general
statement. Theft and OthGTWlS?, we do not allow. If a stamp,
‘could be 1dent1fled as une Wthh was mlaapplled we will grant”
credit. I would like %to be. corr?cued 1f 1 am wrong on thata ‘”

SENATOR SHERSHIN° Bu+ anything that walks out of the.
sh@p, you Can't glve any CTedlt f‘or° . ‘

MR, NEELD: That Is correc ta A safety device under
the'Cigarette'tax law, because acbouptﬂng procedure Just can't
keep up with that sort of ac51V1tyo |

s






SENATOR SHERSVHI»N:v What about spoilage?
MR. NEELD:».VSpoilaQe:in whét_Way; Senator?
SENATOR SHERSHIN: Flood?
MR. NEELD:  Yes. B
SENATOR SHERSHIN: Fire?
~ MR. NEELD: On proof, if the étaﬁp'cqﬁ.ﬁe_identified,
‘a refund, thzzsame,as“with'1iqudre_» g ">   _“
SENAToﬁ SHERsHiNs 'iIt_cén'tfbe.identifiedih‘é‘fire;'
WR. NEELD:  No, not ina fire.
SBNATOR SHERSH@N: And Séméiimeé iqbé flood, you_%odrt :
‘have a chancelté'idéntify it = R -
> MR;fNEELD§ . Wé'require identificatidn'Wﬁef¢ it cannot
bé known—;u  - o e K »l | ‘  "
SENATOR SHERSHiNt éé,’theféfdré; théfe_w5uld be a loss
‘to the distributor ugieé$ thefe @ag pééitive'préof-givéqg%fg:1 |
identity. | _' :‘ o B | '_'
| MR.*NEELD:’ Qfgﬁ@uréé,iunde?éiandvihe‘diétribu19T v

carries, I presume, insurance againsi the loss

_ﬁak'as‘Wéll_-
as the loss of the pr@duéi.j‘ | | | |

| SENATOR SHEESHINé That WGmldgprcbab1y be‘a ﬁormaL business
procedgreb‘vk v | | | ” “ | | |
MR, NEELD: Yes, I beiieve so. |

SENATOR SHERSiiN:  Did.yeﬁ'také‘into consideratidn 
the cost of that casualty ihsﬁrance in computing costs?

MR, NEELD: Yes, all typesbéf inéﬁrance énd taxes
involving workmen's compensation and thése’incidental costs
in fhe employment of labor-aiéo, ‘

SENATOR SHERSHIN:J Afe:theré'ény‘fﬁrther'questions?

‘ éA - > L : _
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Mrc Krawczyk haa a question, v v
ASSEMBLYMAN KRAWCZYK: How many of your full-tlme'
emplocyees devoie their‘fullv%lme>t© thg stamp1ng process?
UR. BRENNER: 'Puuﬂ peoplea - R
AoSEMBLYMAN KRAWCZYK°' And they do nothing else?
MR. BRENNER: - Tha*'§~a1;. S ~4  | “
ASSEMBLYMAN KRAWVZYK°  -The year around?
MR, BRENNER:' That's righta- j 1
"SENATOR'SHERbHIN°v They are full tlme?
MR;'BRENNEREY They are full +1me.f o |
SENATOR-SHERSHIN° - So the ratlo that you ‘are applylng
to i is fouz to one aﬂcordlng to the economvbt._ He sa1d four
people to one machlne, and that'b what you use? -
MR. BRENNERQ' Thatts what we . use, | v
' SENATORISHERSHINz And you have a pLoductlon on thev
average of ﬁ@w many’cases §e4 day? o
MR. BRENNER: One hundred. |
ASSEMBLYMAN'HAlNES:l How much f%ucéﬁétidn‘dd‘you ha?e?
MR BRENNER? Not to@ mucﬁ'fc ctuation except When 1t‘
comes to sea:onaﬁ9 svﬂh as at Chf‘S m9~txmc or the spring of
the ygarywand,wgenisummar comes, thre‘ls an incfeaéé-infthé'
' consumption of cigarettes, | | ,‘ ' - "v
ASSEMBLYMAN HAINES: Well, what l‘am,tryihg4t0 get
at is, what is wyour maximumvcapaciiy‘wifh four men on one
machine? | |
MR, BRENNER: I don't know. I‘Wish I knew, because
I wish I could sell more‘ﬁigarettes@
© ASSEMBLYMAN ‘KRchzng Your peak period, sir.
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MR, BRENNER: ~ Oh, it might feach 12O or';25.
,ASSEMBLYMAN KRAWC7YK°' *hat is.méXimumvperformance?
MR. BRhNNER° ~That's all ?be ci garettes we sell.
ASSEMBLYMAN KRAWbZVK°V We‘re not dr1v1ng you-—.”‘
MR,.BRENNEsz No, I understa nd. I cantt answef any
_ SENATOR SHER5H2N°-  MP. Neeid what ratlo dld you use
in Computlng your bost flgures? Fou? to one7 b_ Do
MR, NEELDg Ratic in uomputzng cost figurea? o
'SENATOR SHERS HIN:  Yes, the number of employees to .
a maohine. T e o B

IR, NEELD° 1 couldn't answe that. I would like to ask

,-Mr. C ame to answer ha*o

SENATCR SHERSH1N~“ Mlafbramer, could you help us out? V‘v
j MR;;CRAMLR: We didn't use a . F&tl@ to compute the |
number of emp?oyeeso_'It was by actua« count, uenator.  In most

establlshmeﬂtb, be&teve it st Lwo Judzwlduals, eztner women‘

S oromen, ope“ablng TP? mauhine and one" 1nd1viduai bringvng the

cigarettes in and openlng the basesofv -
_SENATOR SHERSHLN: ng hat would be'three to one?
MR.’CRAMER:’}FThai'.‘ ght, sir, But it varies w1th
each one, If they used thfea, then we had three in our'v’
surveyg‘if ihey uséd twd we had +W@,  Very few had four, andi
I belleve that almost none had more. , N ,
SENATOR SHERSHlNo 'C@mlng back to the witness, Mr.
Brenner, weuld yea &dy'uhaf in.ihe bperation'of*yauf’firm
it was necessary for y@u' G‘Paae pour men to pPOCQSb anywhere
from 60 Lo iOO Cagfa a d¢yf . :






' MR. BRENNER: 1 wauid»say,,Just about.  1 donit‘fhink,
we heed:four.forvbetween:éonénd 100, . We could use three_v ‘
probably; but'where‘WeZhave,tﬁé,foﬁr we‘need,that fourth
person, which is not éctualiyfneceSSer;f éf itfsfn¢§e$$ary
but it doesnit givé us full'c‘a“pa’cii:yt.]"'j | i |

SENATOR SHERSHzNe' WellilﬁhetDi ector of ;he-Tax
'Depaftment came in WLLh a Teport W1ih an average of 160 cases per =
day.~ Do you feel tﬁaf in the operatlon that you have, your four
_vpeop1e on one machlne cowld prodape 160 cases a day? o ‘
MR, BRENNER: Very p0551b1yo_-‘ SR
SENATOR SHERSHIN- But you do use four peépie to‘l'. 
bproduce 120? | o o v‘ ‘ “ -  " o v:‘v e
| MR BRENWER°1 At témes, not on thé average@  ,;-'
SENATOR SHERSHIN* Could three people produce 120

case§ per,diem2v~Wha* is the grea#QW,ﬁnumber that three peopie v
based\én yéﬁyfexpefience would pﬂeduce in baseSY .‘x  -
| 'MR ‘BRENNER°f I kdqtt aWSWPT thate 1 don't have the_"
‘figures at my. flnger t?pbo ; | .'1'v:‘v'  v
" SBNATOR_SHERQHTN°~- Afeviﬁeré”ahy165565 §ﬁééti§né? o
ThatYS'ali 3 Thank you so much, Mr, Brenner. | .
' Mrg Saltzman, yeur nPXL W1Lness..f“ v . v‘_ ‘ ‘
;7MR SALTZMAN°  The fo?low&ng W1tnésses,-Mr.>Chélrmaﬁ
and members of the Comm1+tee Wiil be the tobacca dlstrlbutors
>31tuated throughout the various porLlons of the State and
incidentally, axl of them are members of our Tobacco Dis-
trlbutors Assoc1atlon. 'The flrst one whom I would 1like to
present to you is Mra‘C?arence Irw;n, who trades as‘j

Mz, " C, lrwan her? in Lhe Lity wf.Tfeﬁten..{
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| SBNATOR SHERSHIN: Befdre Mr. 'irwin testifies, and
this. goes for all: witnesses who. w111 testify in llke capac1ty,
I would 1ike for them to sketch in’ note form the size of thelrv
plant, the number of employees toveach'machine, and the number
of cases they produce,tso that we may have an experience ratlng.
| MR. SALTZMAN; , We have that'peady,’s;r.-
C L‘AFR»E N CtE | IR W1 N::: i‘amsclareheevifwih,‘and
I operate as Clarence IfWiﬁ.at_325eSou£hﬁCIiﬁton Avenue in |
Trenton. In our Warehouse,vWe haVe four eﬁpioyees;‘twohofvwhich
are stamping:cigarettes;j o . | | -
SENATORhSHERSHIN: How manyepeppleado you employ?
| MR. IRWIN: We‘empley seven peeple aliftOQether.
SENATOR SHERSHIN:t That islfof theventire operatien?
MR. IRWIN: Correct. B
| SENATOR SHERSHIN* “How many people do you employ in
the stamp1ng operation alone? |
| MR. IRWIN: In the stamping operation? Only two people.
SENATOR SHERSHIN:  Full time? |
MR. IRWIN: Full time, We stamp Ohian average of 2
cases of cigarettes a day, | | |
SENATOR SHERSHIN:' How many cases do you stampﬂat
theipeak load? | | | ‘
MR, iRWIN* ' Well‘ at peak 1eve1,‘l could 01te the
past three weeks, One of our competitors, the Trenton Tobacco
‘Company, has been on strike which caused us to have an increase
in business, and the two men: operating the stamping machlne have
stamped an average of b5 cases of cigarettes per day..
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ASSEMBLYMAN HAINES'V In e;ght hours? An elght—hour day?’
'MR IRWIN' An elght-hour day._ In01dentally, it |
- probably takes them flve or six hours a day for the stamp1ng
"'period. We also employ two bookkeepers, one of which does the
: accounts payable and also devotes a certaln portion of her time
to fillng reports and keeping records for the Clgarette Tax
‘Bureau. I really feel that without the stamping of cxgarettes,:
'we could elimlnate two ‘men in the warehouse and one bookkeeper
'could ‘do all of our bookkeeplng._ Other than that gentleman,:'
11 don't thlnk there is anythlng else. _7fh " _ - 2
o SENATOR SHERSHIN: What do- you pay these ‘men who are
worklng on the stamplng machlne? 3" | e _ o N
| | 'MR. IRWIN-..,They get paid $1 iB an hour. .
 SENATOR SHERSHIN' ‘s the. help steady? s
- MR. IRWIN' : Yes. They put in a uo-h@ur week .
| SENATOR SHERSHIN-l Are there any other questlons? o
. SENATOR LYNCH: This bookkeeper who. does the work in
h‘conneotlon withnfillng‘reports with the.Clgarette‘Tax Bureau,'
‘how many hours per day ornper'week doestshe spendnin that
partlcular task? ‘v’ : : N ‘_' e .‘
MR, IRWIN:;X Iawould say‘on'an.average'of’approximateiyh
‘two hours a day.f Are"there anytother‘questions,_gentlemen?
SENATOR SHERSHIN No further questxons, Mr. Irwin.f.
Thank you for comlng. ;‘ S o | |
| MR SALTZMAN: Our.next Wwitness is Mr. Sol Kolodny
of the Jersey City Tobacco Company of Jersey Clty, |
s OL KoL OD N Y: My name’ 18 Sol Kolodny, |
representing the Jersey Clty Tobacco Company in Jersey Clty.
We - stamp approx1mate1y kOO cases a week which takes us
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: 5pexact1y four days. Now, we employ three people on a machine to

”efdo that klnd of werk In additlon to that, of course, we have _;i‘i‘

‘fclerical work the same as any other distributor.: We employ

"-i”about two glrls 1n that particular branch and they no daubt spend

gbetween two and three hours a day 1n accumulatlng all these ii
| figures. o N_ .H v,‘ | | . v.}-‘ I .‘A : H -
SENATOR SHERSHIN'” In other words, | in feur days yeu
“fturn out 100 cases~-17if”:bﬂ i,i_ijhzb < B
MR. KOLODNY" 100 cases per day.vm
SENATOR SHERSHIN' What do they do the fifth day? -
| KOLODNY' We absorb those two people 1n our shipping |
| _ SENATOR SHBRSHIN-i What do you pay your help?:‘}
o 5iev‘MR KOLODNY**‘ It costs us,‘with three people V-}.v
: ,approx1mate1y pretty close to $10 OOO a year.. o ‘p
| SENATOR SHERSHIN~' But you are using the three people
efand they are spending four—fifths of their time on the stamping.i;‘
iioperation._.‘ v“ 1;_”: IEREH -
KOLODNY" Yes. .' SR SN R

- SENATOR SHERSHIN° S@ it costs you about $8 OOO for B
B the stamping operation for the three people, 1s that right?
| - NIR. KOLODNY' ' Ne, that's wrong._.;;; | '» )

SENATOR SHERSHIN- Well y@u are spending ten thousandtiy
‘ifor three people, and four-fifths of the time weuld be $8 OOO.-’f
o v MR.'»KOLODNY’. That!s rightr " e
R SENATOR SHERSHIN' ? $8 OOO for the stamping operatien
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and $2,000 for the absorption in any other work.

MR. KOLODNY: That's right; I'm sorry.
SENATOR SHERSHIN: How many hours a day?

 MR. KOLODNY: Eight hours.
SENATOR LYNCH: What is their rate per hour?

" MR, KOLODNY: Approximately $1.45 or $1,50;'
SENATOR LYNCH: That is for three people?
MR. KOLODNY:  Yes. L |
SENATORvSHERSHIN' If necessary, could ym speed up

MR, 'KOLODNY° In peak periods7 Well, we happen to be in
a’ 1ocat10n ‘where we don't necessarily need any peak, because
we happen to be in a sectlon where there is no seasonal Work
so our product1on is practlcally the same throughout the year.

: SENATOR SHERSHIN: Would‘you say that your people are

working efficiently, or do you think you eould speed them up
a little bit andvsave another day in the genefal operation?

MR. KOLODNY:  Well, to speed up people at the.preeent
time is rather hard, They Jjust wouldn't work for you, so you
- have to be diplomatic to get ihem to werk.va lot of times
people go out for coffee and spend ten or fifteen minutes, and
we Jjust leave them alone.

. SENATOR SHERSHIN: Well, itls understood that people
get coffee breaks., We even give them e coffee break here in
the State House.

Any further testimohy?_ v
WR. KOLODNY: Now, in addition, of course, if we did
hot have to do the stamping, we could do away with these three

13A
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- that correct?

: people, because on Friday we really don't need those people, L

on the flfth day, but nevertheless we have to pay them for

ho hours a week, so we. absorb them.

SENATOR LYNCH°ﬂ As I understand it, y_ pay these peoplev_<

'-axto do the stamplng roughly $1.50 a day for an 8—hour day, Wthh
'means $12 OO a day or $6O OO a week, so three people employed byvy
A:you stamplng costs you $180 a week.: I also understand that you o
jstamp about AOO cases a week ior which you get 75¢ per case, '

'h which means. a dlscount to you of $300 as against your outlay
€1n actual wages of $180 so there is a difference of $12O in:n"‘

n‘hyour operatlon for other overhead 1n connectzon with this; 1s

- w‘MR; KOLODNY° May I answer that? You mustn't forget

I haven't figured the bookkeeping department where all that work,f,ﬁ'

:ils necessary. We haven't flgured that at all,‘g'f'

SBNATOR LYNCH' No, but. there is a spread here of %120 o

vto take care of the bookkeepin; 1nc1dentals.;

MR KOLODNY-' That's ccrrect.< o R
SENATOR SHERSHIN'f Thank you, Mr._Kolodny. -
Your next wmtness7 | | -

MR. SALTZMAN" 'I‘he next speaker is Mr. Abe Marowitz

of the Jersey Coast Tobacco ani Candy Company, Belmar.,-ebﬂ
o | A B E M A R o W l T Z:" My name is Abe MarOWitZ ~
.“~.and I represent the Jersey Coast Tobacco and Candy company in

fBelmar, New Jersey. We happen to be 1n a seasonal area and so

- we have twe sets of flgures.ﬁ In the wintertime we use f1ve men e'
}'_ in our warehouse, who work a five and a half’day week and f?

i according to our purchases of cwgarette unzts from the State

in the year 1956 we had an’average in the winter months, and. '







J7when I say "winter months;" I mean the n;ne months exclud1ng

:gust, of 190 cases a week or about 35 cases']57

”;June, July and A

i.”'average per day.' In the months of June, July and August we'b

vﬁhlre an add1tiona1 man for our stamplng operation,.making threevv-~v
_f'men there, worklng a six day week 1nstead of a five and a half;f_;

vday week, and our volume Jumps te 380 cases average per week

’ ‘dur1ng June, July and Angust, and we average about 65 cases‘
_;day. R f t o i;,v ,.” ,a a‘ n | v“  v,‘ .l 5
| SENATOR SHERSHIN'j What do- you pay your summer help? |
'.MR MAROWITZ‘- Sznce we are now Unien - we have been
R unlonized - up unt11 now 1t has been a different setup than‘}fhh
-v’_it is now. A : v » e -, - N )
© SENATRR SHERSHIN°" What are you paylng now; We are
'1nterested in. today's cost.;.; SR h i l:"'h»"’ hﬁ L
‘: MR MAROWITZ" The help we have now stamplné, wé'ﬁay'ff@f‘*”'”
";$1 35 or $1 40 an hour. ;L€'_'khi__;h_ _:t t .“a_h ‘e‘ : vh” 8 o
. o SENATCR SHERSHIN' ”NOW, durinQ the summertime when you?ihth=et

':hare stamplng 65 cases per day, and I ‘am thinklng that perhaps

jhthat might be the average-of the dlstributors in other 1oca11t1eslﬂv.:

'”flwhere they don't have seasenal work how many men are used onfv¥‘”;
,’tthe machlne fer‘stamping?;*v‘»“.‘h _ _h,  . j | vv, G
o - MR, MAROWITZ~' We have three men in the operation? »

| h'fSENATOR SHERSHIN~'3 Full time? | R
 MR. MAROWITZ: Full time, T'* "‘, B L R
 ”“h,SENATOR SHERSHIN._ Five and 2 half days a week? Ofﬂfﬁf FE
six days a week? ‘}h e '_’ H fv: :, i ”] :.‘ . |

R IR, MARQW1T2~-?W511;,theytdén;t:spéﬁéﬂtheféﬁtifé1éighfﬁf7Ef.:’

"days at it, n@,u._vja-ﬁf'f‘*;fhn:hﬁ;f "zt*“""t”'x,~ﬂ'" e
: | REEPE ‘h;IEA};f
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- when yeu have the. cigarettes in?

”1sn't 1t?

hthe machineny. B

SBNATOR SHERSHIN' ‘ Hew many days do they spend? | »
MR MAROWITZ - We stamp every day in the week.-lwtyf:“

Tymight stamp more ‘one day than the next,‘one day for lack @f
-lffcigarettes coming in.;y“T .‘ y '.(h '_j‘ 'v Ty
| | SENATOR SHERSHIN What do yeu de with the men during the'_i»

';.'time that they don't stamp?

MR MAROWITZ- They Just seem t@ help the other fellews.’

'*.I direct them to keep busy§ in @ther werds, 1f we have one man'd1ffi
_:packing orders, and the others are off the machine, we ask oneiyd“
't@ help the fellow pack erders, which isn't a necessity, but

"’fthe net result is that the boys have a 11tt1e tlme te spend y1~7"

and chew the fat Just before leaving. __,"

'] SENATOR SHERSHIN~' In ether W@rds, you keep them on

;;the payroll to insure yourself @f having the employment ready fif_iﬂ -

”’»;fMR MAROWITZ« Yes._,7

”iAny other questions?

?fASSEMBLYNMN HAINES°; 1 wouid 1ike to ask one question."_\_:'

i_What is the cost of these machines, the stamping

ei;machlnes, for the whole outflt? S ; » _ - | |
‘V MR MAROWITZ°" Our @rlginai investment, as I recali, f~-*9
«was about $1600._ S e o N S

SENATOR SHERSHIN°" How leng does that machine 1ast7 -
MR MAROWITZ~ We have had ‘the machine 81nce 1949 and';‘i‘

,,:we had 1t overhauled in 1956

SENATOR SHERSHIN° Depre01ation is- a capita1 expense,

"y”:'ffMR MAROWITZ* ff:Yeé;'@ufaécgéantanf'aeﬁréciatesﬂai1{;}.{fc
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'Jersey.

' .thereo

M. SALTZMAN-‘ Ve Louié fvatomel. Lo -
L ouU I S STOMEL: My name is Louis Stomel of Jos. H.

,'Stomel & Sons, 1263 Kaighn Avenue, Camden, New Jersey.‘rInam_h

;also President of the Tobacco Distributors Association of New

We have nine people working in our warehouse, three arevnh

'stamping cigarettes although they are not stamping cigarettes‘flv:hnﬁ
; yall the time, they stamp cigarettes for an average of four totb}”
'-_five-hours a day.v We'll stamp between forty and fifty cases
v‘in that particular period. Now, if we didn't have to stamp |
‘vthese cigarettes, we could probably elimate three of these

‘people and a. bookkeeper.‘ There is an average of two hours

-per day for bookkeeping. Now‘I.would like to make avcorrectionﬂ'

SENATOR SHERSHIN' What is the prevailing wage in

:Camden? o A ~ We have two men that we are paying $1 uO

an hour and one man is getting $1 75

_Q ;“ What is the percentage of tlme, 1 didnlt jét‘x o

~..down here,_fr they spend stamping? "A' Between four and

A five hours a day, this is all average.i-‘

'Q And you stamp how many cases a day? A ’Between

-‘Vforty and fifty.'

't Q wﬁ The report given to the Legislature by the Tax‘

'_-fDepartment 1ndicated that‘the»norm for stamplng operation
iwould be one hundred and 31xty cases per day, would you saytf
N that would be an accurate statement on- the bas1s of your

":experience?» f ‘A,ﬁ Weil I believe so, but a lot depends ;f.

=y

"on the operation of every concern, some concerns haVe»'-7'

employees that if they are Pu3h€¢ Well the minute they arefff<‘"a
is -

",pushed they slow up which/a normal procedure. Other-organ—n’

ITA o
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':izations know that they have people worklng for them, they
'know they have to keep themselves busy so they just drag
hftheir time out to keep their job.»nDoes,thatianswer your‘ L

'question?

“SE ATOR SHERSHIN° ST O AT
: ell, partially..}u_,u o

Are there any other questions from the members of the

':jCommission?

Do you haVe anything further to say Mr. Stomel? :::‘-
MR STOMEL. You mentioned something about doing

':c7160 cases a day, well I don't have that type business that

i:would warrant me to do 160 cases a day.- '

SENATOR SHBRSHIN-’f Any further questions7

MR STOMEL° There 1s also a- fact that someone mentioned~-f!~'v

?}the machine was $1500 or $1600'--we11, that machine today

is $2100.

r"SENATOR SHERSHIN' All right Mr. Stomel,‘if there is no

:‘further testimony.‘ Thank you.-_n;:

Your next witness, please. 1;.*fv'

MO ORTON SOLONDZ: My name is Morton Solondz, o

and I am affiliated with the New York Wholesale Candy House,g .
16 Belmont Avenue, Newark.o._f ' | | _
. Our concern stamps an average of 50 to 55 cases a
day with three operators. - - p ".‘v _ ‘.} . _
SENATOR SHERSHIN’" Q Full time? A fhgylrun;absat;, |

-'five and one-half to six hours a day..--'

'th How many days a week? i:’A:x An average of fIVe ?Tl_'

v'Yldays a week. If the men don't have any cigarettes to dq then we:pﬁ -

_will use. them to help in the packing and other incidentals dt

around the place, Wthh we can do without.
' S18A






B Qﬁl Well their tlme 1sn't wasted 1s 1t7 It's actually pro-;
Hductlve”time.v?_A Well 'we can actually do without 1t because
we have proven that prior to 19&8 we sold approx1mate1y elght or_
‘tnine hundred cases of 01garettes a week with four warehouse men, :
'and now that we have this tax element we use an average of 255 |
»_to 265 a week that we sell.'-,' R ‘: o A | _i '»v
| ’Q I can't hear you. 255 to 265 what? Cases??‘ZA That'sv?

frlght.. we have seven warehouse employees, so therefore we can

'~'.do without the three because we have proven that we have operated o

1 w1th four in a larger capacity W1thout haV1ng the stamplng to do.v'~
:~oWe also have one full-time bookkeeper and also a part tlme book-

' keeper, and we could p0881b1y ellminate the part-tlme bookkeeper

tfg‘lf we dldn't have these tax records to take care of.

'1Q i What do you pay your help in the Newark area? onpwe;f
”-;have two ‘men that we pay $l 50 an- hour, and the thlrd one gets
| $1/80 an. hour.i'  ‘ ,f - g ,"1 i h | ”
- SENATOR SHERSHIN° Any other questions? R
, ASSEMBLYWOMAN PERFETTE°¢ Do you pay them on an- elght—hourli”
‘day basis? A On an elght—hour day ba31s,‘ " '__' ,
- SENATOR SHERSHIN'. Any other questions? Thank you, Mr,vSolondz.
MR SALTZMAN°' Mr. Harry Rosenblum, of H. Rosenblum, Paterson.,
H A R RY ROSEN BLU M~7 T represent H.,Rosenblum R

dl of h3 Bridge Street Paterson,..,’“

We have four employees 1n the warehouse and all four I
dare used for both packing, making orders and stamping. Part of
“the tlme, three men are used for stamping, usually in the after—

'noon. o

. BY SENATOR SHERSHIN' i | | RER
Q- What part of the tlme, Mr.,Rosenblum? Af‘fwell,jffom;‘”
L S 19A .,if_ _ R . -
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about one t@'five,‘ In the mofﬁing_they make up their brders,
Q They work about fouf hours a day?'k A ‘Yes,:  |
about four hours a daya : >“‘> | :b | “‘ “ w>

Q What is the capa61ty of your uompany? A r‘Weii
we sell‘about 210 ca;es a week whlch would be approximately '
45 to 50 cases a day., ' | | S "

Q‘ llﬂcanfﬁ.ﬁnderStand that. Mr;:Sdiondziféétifiedi 
'that he‘gets oﬁt‘SQV£O~55.caée° a’day'and'ﬁses three men flve
and a half tbv@fk ﬁdu“é,‘ Yo@ tes t1fy that you  only put out 45
to 50 cases a day and your thrpp men oniy workqabout four hours
1a day. = ,Ai_. Well there’s a difference 1n the degree of
employment. “May 1 Juat LnJec* tnlﬁal Two of the men that I have”
of the three have been w1th me docuf 12 yeara.v* _

Q What do you paj ’rhem’? A About $75 oo a week,

»Q HOW mucn ig- Lha+ an-houp?_ $..(% an hou"? A I guess"'
sd, i have‘never @sedsgu ﬁdurly bébxa'on»them_ but they tell me
I should use it h@w.siﬁcehwe a%¢fin_théiUﬁion;,but up.until now,
I never haveo : ‘ ‘  v ‘ | : | } |

f-Q' What do you pay the other man7 ‘f .?A}f"éboﬁt-$6d;'

’ Q'b $6O OO a week? Thati@ more. 11Ke %1 50 an bcur, .
A Thaf“s rlght | . “ »b. _: _ » '
| SENATOR SHERS-HIN: _Tnaﬁkycuf Mr, -R‘o_s‘en‘bign{. Is there any-
further? | | » B

MR; ROSENBLUM: I wﬁuld,like to inject just.one»moré thing.
I have onlyvone bookkeeperg.but‘fof»the.paéi few years 1 did ha#é
to draft my wife to work_and_shévig ﬁbw;hélﬁing ihevbookeeper-
.about three or four houré a day with‘the-feborté, and helping

her out in general;»“. o
| | 204






BY SENATOR SHERSHIN: | v
Q  She really»likes‘to do that, doeén'tvshe,‘tootake'uﬁ-a'
little of her time? : A Ves, ehe‘dOee{‘ |
Q - Too much tlme at homes not d01ng much " A‘v‘Yeo,
and, fortunately, it doesn’. cost me any money. | |
Q Therefore, 1t 1Qvno+ reflected in your costs, is*it?
A Not at the moment, o | o : :
R Q. But she mlght ask for more thvnos7?”'iA 'uThet'e;fight.u
May I Just suggest one more thlng°‘ My'aeoountaﬁtgielie'ﬁeb-u
of course, I knew about how mucn 1t was,_buf Ifdidviose'aboute
$3SOO in bad accounts 1abt year - the stores closing up.L.I
- think the approx1mate flgure in iax money WOULd be about $7SO.
~Q . Well let me . ask you thlS°v These bad accounts -
you mean somebody 991ng bankrupt or somebody 901ng 1nto qu;:“': 
recelverah1p7 .'qu,-k Yes, stores ClOSlng up. - B o
| t'.Qi nd you don't get any oredit for that 01garettei“
‘money that you pald out in tax stamps,‘do you? ffAff No, - 81r;
and that‘s about $750 mope than lt wouid normally-cost ue 1f
I dldn t have *he stamps on the vlgarettes. ;e‘. : | v >_
eQ » Aﬁd that is in ope year? e,o‘A;i'oThoieheppened to
be-last year.‘ We.had.a‘rough year.‘1fi1n0pmallyfdoeeﬁji'fuo 
that much, but I did havéva'$35oo:1oss;:ffl‘ ‘» o
SENATOR SHERSHIN° 'I>wondef;:couﬁsei‘ may’iiask-you this,
questions This is the flfal time it has been brought up in the
testimonys Have you found out. that there has been a similar:
experlence wi tn the other dlSt“lbhiOPS with a loss that could not
be reflected in anvaay,unless it were;done by an actual audit?
MR, SALTZMAN: Very ffanklyg sir, thls is the first intima-
tlon I have had of 1t although I have had several dlscu531ons
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with the men about ité»,_ » o
| SENATOR SHERSHIN: = Well, letls get it into the record
then, | o ‘Iv K - : | -
Mr Solondz; have you had any losseslas a result of any.
bankrubtéies or going out of bus1n955? 1‘ y | |
MR o SOLONDZ, Yes '3;r9 qulte a few, B -
' SENATOR SHERSHIN:, What wnuld you average your io#seé
‘ tax dollarw1se because of such experienoes annually? e
MR SOLONDZ In dollars and cents, I can state that
‘1ést yearwa ' v | . | | o | o )  " |
SENATOR SHERSHIN: I am not taming about the price o
vofv01garettes.' You wouldklase that anyway.:f_ v - v:_
| | MR SOLONDZ° N@@ 1 am talklng about the total loss“
flast yeara' We ﬂan abovt $8 OOOG We happened to have one -
1arge loss in thereo x B v - T
SENATOR SHERSHIN°  ¢ Well, that wasn't tax dollars.}
That is total merchandigee I am talkzng about tax dollars.‘
MR, SOI‘,ONDZ? WeM_., abouf, ‘90 pef cent of that.
SENATOR SHERSHIN° Twpnty per cent of that? A}tWGI
thousand doxlar lasg? » | B
MR, SOLONDZ:  Yes. |
SENATOR SHERSHIN° _’Mw,»vN;ezd in your’report you |
' had no babms on wh¢ch +o reflect any ]osses that might have
occurred as a reqult of bankruptcxes,kotco, so. far as costs?
MR, NEELD:" '.In the cost survey we allowea as a propér
charge agaiﬁst the aost'of sﬁamping the matter GfVIOSSGS‘On
accounts thét Céuldbnmt be colqected .
| SENATOR SHERSHIN: - You did allow that?

- MR. NEELD: = Yes, siro_ That 1s-part of ‘the cost,
"‘22A  , o v






SENATOR SHERSHIN:  Well, that's already included now.
I would like also to-get in the testimony;ofFLouis Stomel,

Mr. Stomel, did you have any loases as a result‘of-bad'debts?

MR. STOMEL: Yes, |

I had qulte a few¢ :

‘SENATOR‘SHERSHIN:: What was the total loss for last year,
approximately? ‘ | 4 |

MR STOMEL Approximately %1500;v

SENATOR SHERSHIN" Tax money only? | _ .

MR, STOMEL We had one account wherellt Wao $9000f

SENATOR‘SHERSHiN’ Mr Marow1tz, d1d you have any loss
by v1rtue of bad ﬁebts7 | | _ | _‘t » ' ,
| MR, MAROWITz»' Yess our tax 1gss:wasfaboﬁt”fivé_b;”sixv;-
hﬁndr‘ed-domars° _ | o | |  :>‘ fv .H‘  ,\-

" SENATOR SHERSHIN:  Sol Kczddhy,'the sgﬁeoéxpériencé?

MR o HKbLODNY:. I am not prepared to glve you an honest
figure. All distributors do have losses—~' S ‘_

SENATOR SHERSHIN: I am ask:ng for your partlcular busi—
ness and if you are not prepa“cd to answer ity wetll Jjust skip
your answer.,

o SENATOR SHERSHINov Mr . Ifwsn? _
: year.

MR . IRWIN: We haa a Ioss of approx1mately $3 000 last

SENATOR SHERSHIN° Tax dollara? |

MR, IRWIN: About %oOO wouzd be ‘in tax dollars.o

SENATCR SHERSHIN: Bernard Brenner? ‘

MR. BRENNER: In our business, I don't know the exact
figure, but»iﬁ%w@a&ﬁmfi run that much., o

SENATOR SHERSHIN: All right, thank you.

Are there any other queotions of Mr., Rosenblum?

Thank you so much for coming down.
- 23A '






MR° SALTZMAN: Our final witness.is Mf.‘Hafry Michelson;
of Gliken Brothers, Newaﬁk;f' L
HARRY M, M ILC HeE LS OYN: . My name»is Harfy M. Michelson,
and I’repramnt-Giiken’BFOSQ of Perry Street, Newark;‘N@J.‘
| We-stamp.approximately between 350 and;360 cases a week.
We have six men on the floor;‘thpeevbb,fouf’eflthe menbare,bﬁsy
staﬁping cigarettes; ,l - ._:n RV |
| SENATOR SHERSHIN: Three of the four, or,three or fbur.'
MR, MICHELSONé Three fo four men are. busy stamplng ,5 |
c1garettes at ‘the same tlme, from between five to six hours
for five days stamp;ng beuween seventy and seventy-flve=a.day.
When~they arefnot'stampipg, they are packlng and]mcklng ordersa
V'SENJA{.I‘OR’_S‘HEVRSHEI\T'c So that tlme is entirely productive?
Av That's right. Prior to the stamping we. were able to manage'
with four men. We aTso have a boekkeeper WhO is obllged to
spend con31derable time . in maki ng up all the necessary records
in connection w1tb the stamplng 1"eqm‘.z‘ements.__ This takes h1m
away from hlS other wora,'wnich he has to do at other times,
so I consider thls to be an added labor cost. We use five to
six hours durlng the day and use three to four men because
~to have .
we think it is the best way/e1f1c;ency to have them all worke=
ing at the sa_me_tlmee When they are all finished stamplng,
one takes it apart; cleans it up,vwipes tbe machine, then fhey
start packing and picking'the orders. We‘get,a lot of work and
most of our men_have‘been witb,usg i think the youngest man
there is there eight'years now é'eight toiiWelve years.
Q What do you»pay yoﬁr men?‘ VA dTbevsmaliest man
gets $60.00, $70,00, $80.00 and $100.00 a week., e
Q  Thatts $77.00 average per week? A Thatfs right.
2lA o | |






Q».»Around $1.75}or $1;86'an hour, ‘f‘A‘ ‘Some‘get_$2.00
an hour, too. | | » | - o

Q Well; I mean the averaée,:lh A That's rlght.

Q' Do you have any io»&es as a result of bankruptcies, etc ?
A I‘don-t think there is a dmstrlbutor‘1n,bqsinessbwhofd@eén't
have losses. L - o v vt o o

Q- I‘don‘t doubt:that; but l:eﬁ,agkingtyph‘spethically.r.
A | Yes; we certalnly do, . - ) | v S R
Q What would you say your lebaes‘were? ﬁ"uAfe.Oﬁhbibeses
last‘years_l thlnkb were == Yqu mean stampwise?v _ v 

:Q-‘ Yes9 stampw1se? | A7‘ “loee_tg‘$19000._;we naféféf
_llttie vendlng buSln@Sb besidee our‘jobbing‘bﬁéineée'ahd Weehave -
a lot of bredkage Whlbh is not coveied by 1nsurance° that 18,
Clgarettes and stamps that are conaumed in the losses._’

SENATOR SHERSHIN°‘ Ali rlght Thank you.f Any other questions?
If:not that wxil conclude the testimony GP the Tobacco Distrzbu-
tors Assoo1at10not We will now hear from Mr. Neeld_and h;s:>7
assisténts;elt _ »l ,‘- s : o

MR. sALTZMANé‘iMaletintefrup;f@f‘éfmgmenté{t--;

| SENATOR SHERSHIN: Yes. .

MR.VSALTZMAN§‘7mé.,LeWislw@ui&fiike_tgiﬁékefohé,short»Obe
servation, if he may. » o | |

SENATORTSHERSHiN° Is it 1n.rebutta1 or is it 901ng to be
.part of the same testlmony? | L e F." _

MR. LEWIS: It "is cn the 160 cases a day.‘ A hundred sixty‘
cases a day represents an annual_velume of $A,7003000 per year
at the pfe&ent price ef eigerettee. vﬁsing,the'national évefage.
of 65% of our business belng in 01garettes, you need 160 cases
a day to use 1t you would have an annual bu31ﬂess of $8 000,000,

Now, the annual average business in the State of New Jer%ey of
- 25A '






fall the tobacco dlstributors 1s $l 780 OOO and 1 am Just ‘
'b'1nformed or I believe in New York that of the 2&00 dlstributors:‘
".1n the United States,‘only 21 reach the flgure of $8 OOO OOO

a year in annual business.»

SENATOR SHERSHIN-L All rlght thank‘ydu;;lvfﬂ"

Now, Mr. Neeld do you want to g‘esent any of your

hw1tnesses, or do you Just Want to submit to questions? I thinkh .
“lthe Commission would like you to explaln just how the survey was ff{

‘conducted and then we might ask questions after you are through.»u=,

A A R on . N E EL D Flrst, 1 would like the ‘record to’d'

';note the presence of Amos Tilton, State Supervisor of the{ffﬂ_ _
v"Cigarette Tax Bureau, and Arthur B. Cramer, Chief Accountant offfbﬂh-’
dthe Cigarette Tax Bureau, and the gentleman chiefly responsibleh“’

':for the development of the survey report of September 1956

e Now I have prepared no memorandum for submlssion to the

' hCommlttee. Frankly, we are not here to defend this report.,b -

The report speaks for 1tself We would be glad of course,Ltoxlv

either outllne how the report has been developed and to answer ;

‘any questlons with respect to the procedures which were used
: 1n the" flndlngs relating to the cost to affix the c;garette'*f’_f

'stamps.ifv

1 would also like to emphaS1ze at the start that this

'1s not a matter of the State of New Jersey vs. the distributors
'of 01garettes. ~We. are as’ anxious as the dlstrlbutor is to

See that he is adequately compensated for the services Wthh he;
:performs for the State of New Jersey._ He 1s more than the o

hordlnary tax collector because in the aff1x1ng of tax stampsf,

nyifmhféagf:_d"h'u






thére‘is a manuél 6peration involved, which of céufsefincﬁrs
»operating expenses, aﬁd he should be feimbufsed and adequately
reimbursed, Or the other haﬂd he should not be evexpald

~ Now, going back to Septamber of 1956, at the ‘time of
the adoption of this resclution, we were of Lhe opinion that
the cost Survey was'df sﬁ&h'm@ment that there'should'be
employed an expert cost accoun 1ng c@ncern tu conduct that
survey - those experleﬁwed'in‘ﬁuch w@rk,v However, as l
| mentioned tha m@ﬁning, thdt rvolvea an appropriatlon wnich
the Legislature,was unwi | g to make at that time._  _ i

“SENAIOR_SHERSHIN;v7 How much Wouid you say thai wmuld
| MR, NEELD: We had very 11Ltle to go on, Senator,
beCause'a-similar cosu survey had¢not been cmnducned el ewhere ;
recently énd;_iﬁ féct,,so iar as aa,expert cequern, I dOnl
know of any at ihe momeﬂt | We estl mated that 1t wou?d probably
take $20, c»oog I must frankly admi !L that t.hat’;is Just an.
estlmace and very roughe o | | | u |

Now, When the re s@?u%i@ﬁ waé addpted,fwe_had‘no 
course, of course,»bgt tw campiv w1gh iﬁs_iérms,IWhich.Was‘i@,
file a cost éurvey‘réport within a 60-day perlod SO0 we used
thevmembérs of ﬁhe staff. of ”hc C*gdrettc Tax Bureau for that
purpocse, under thé direc i@n of Mr, Cramer., We had no guide,
no cther surveys LO use as a base, rAll,of this is ﬁioneer
work, I would say, so far as cxgareite tax adminlstrators are
concerned,. - | | |

I would'like to}paiht out that When_Chapter 10 was

passed in 1956, it had only one purpose and that was to
s , v






inerease the cigarette ta#,rate from_jd per‘Standafdbpack to
' 5¢ per pack.: | ) a
SENATOR,SHERSHIN:‘_HOW did that reduction get into the
L aw? | | N | : o o
MR. NEELD: There was no thought at that time; it
wasn’t even under dis»uSalon'ao far as th@se who were 1n+erested
in ra131ng funds for school aLd were conce ned as to whether |
the dlstrlbutcr was adequate>y or inadequately paid.v_lhe‘
changes in the 1aw were made, qame y, the rate was chenged Wase
'Bd to 5¢ per standard pack* the dlscount rate was changed from
57 on a 3¢ rate to 37 on a 5¢ rate which 1eft the diSuleuior f
vJusn pre01se1y where he was before the law was amended°'namely,‘
75¢ a case, That was. subgect for the Legislature to con51der
otherwise, We were then 1n%ereeted 1n ralsxng approx1mately=
$13,00Q;OOO mere a yearvin c1garette_tax revenue.;_Tnere wasf
no thgught ofecutiing,fand We‘didvnot cut, the aiigwénce7tog
- the disﬁribuiorsgfarinis cost @f:affixing stamps; H
Now, Mr. Cramer will be gla@ toibutiine-theacentents o

or to give you the contents of the report and the basis, bug

I would like to emphasiZe that:every'cost Ibhave-heard
mentioned here today haS been taken 1nto account in arr1V1ng
at the figure eof cost per case for affLXLng c1garette stamps
throughout the State on all levels of business; that is, as
to volume of business-- ) : o |

SENATOR SHERSHIN: Exrept that you did predicate your
conclusions on the basis of 160 cases as the norm of pro- |

duction,n S
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MR. NEELD: That is correct.
SENATOR SHERSHIN° " Therefore,. if the norm of prc—
ductlon was lower, your resultant cost would be hlgher?

MR. NEELD: I think that perhaps when Mr, Cramer‘

explalns the use of that norm, you Wlll have ai ‘>tle clearer

understandlng as to how that enters into the picture0 We were

‘trying to determlne what it should cost worklng on an efflcient

basis, how many cases of cigare*tes could be stamped a day
by a-glven number of employees with a certain payroll and
that norm was used then throughout all the businesses whlch"
had, of course, varylng degrees of volumeo~ -

" SENATOR SHERSHIN: ‘May I ask these questlons in =

generals You do adm1t that the State d1d not have the benefit. -

of a cost. accountlng flrm to go into thls thlng on an . actual
cost accountlng ba51s7 | 5
MR, NEELD: Very definltelyq‘v” ] v v
SENATOR’SHERSHIN:' And you further admlt that this
was pioneer work on the. part of the State Tax: DlVlsion? |
MR. NEELD: No questlon about it. s >‘>>>
SENATOR'SHERSHIN° And there were no‘experience'»
charts that could have been. referred to in any ether states
that were available at the tlme?
MR. NEELD: Correcta o _
SENATOR SHERSHIN:  And your conclusions were based
on a mathematical basis rather than,on an actual cost basis?
MR, NEELD: No, Senator. I am sure that will ail
be developed. Our surveys were all on the grounds,‘in the

field.. .
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t SENATOR SHERSHIN° Well, you dld make a statement as’
'to this, that so far as the industry was concerned, a 5%
uon a 3¢ tax was equivalent to a 3% on a 5¢ tax, so that )
_ there was still 75¢ per carton to the distributors. L
MR NEELD' . Yes, s;r. i v o | \
SENATOR SHERSHIN'» But you aiSO'admit do you not
'that the distributors had come: to the State Tax Department

‘or rather there is" testimony here this morning that they did

E come, asking for an 1ncrease in the discount rate preV1ous tov,'_v

'the time these bills were introduced._ Isn't that so?

. MR NEELD: I would say that the matter of compensa-"

tion- to the: 01garette tax distributor has been ‘the subJect
of discussion for:years.' No bills were. ever introduced to“
- m‘y"reconec'tio‘n,- to that effect. And I would like to point

’thls out ‘sire I don!t do it in any Way of sharp criticism,

but the original bills that would have 1ncreased the c1garette"-’

”tax from three to five cents in 1956 would have left the dis-'d
tcount rate to the distributor at five per cent which would |
.have meant that the compensation to the distributor would
" have been $1, 25 a case._ I don’t believe any cost survey
jwould Justify $1 25, 1 don t have the figures--'d
| SENATOR SHERSHIN°5’ We are here to try to get some'f
_information for the benefit of this Comm1381on and to help
us in making a report to the Legislature. e |

| What would a four per cent discount rate 9ive7 .

MR NBELD°‘ One dollar,d And i might Just mention i

' fthi5°~ Each time you increase the discount rate by 17 a

'”'BOA






7”Point, the State, of course,_supplles another $333 000 as’ 1ts‘n .

::ofcost for tax collectlons.- That is'no reason why it should

o not be cons1dered,v I thought your Commlsslon should know. _1

SENATOR SHERSHIN°7' Well, I am glad to have'the;:oef’
xt;figure 1n here. RN d T - | ol |
S Are there any. other other questions by the Commission.,
. members7 1 belleve Mrs. Perfette has a questlon,v , | |
. MRS. PERFETTEe'”*No; that was my question,,”t’ |
SENATOR SHERSHIN' If there are no further qﬁestions.‘t
; ’Mr. Neeld do ‘you want to put on Mr.. Cramer? ‘, |
o MR. NEELD° : Before I do that Senator, may I make one
'aﬁore statement°‘ I bel1eve that you will recognlze from the ', -
:rtestlmony that has been glven here today that the ‘problem 15’--7
’[complicated because of the var1ation in the size, in the."
"7coperatlons of the various distrlbutors. Our duty, of course,r
’fhwas to determine a 51ngle dlscount rate, certa1n1y not more‘

a;,than two at the most unlformly applicable throughout the :

Now, a discount rate that 1s falr to a small or

';'fa medium is a w1ndfa11 to. the large operator.i Avdlscount

rate that is falr to the large operator, as our charts: showf»,  ,v

'ljln the report, you Wlll find that the small operator is not?tt$

'*vadequately compensated

} SENATOR SHERSHIN' Would you consider that a graduated

'rh scale Would be more equltable?

'MR NEELD° " Not more than ‘two rates, otherW1se the
o compllcations of admlnlstration--l | - ‘ | v .
| SENATOR SHERSHIN° And ‘how would you base those two’n_

].rates? "SiA i






'MR‘”NEELD4 | That is very dlfflcult. B
SENATCR SHERSHIN" Where would you have the breaking
-lf‘off p01nt? Would you say up to 75 cases it shall be so and
" sop over 75 cases 1t shall be so much--}fx;3f" | f 7;' =
O MR. NBELD;d Well, you really don't do it ‘that way
’f:by statute Senator; You would fix a total stamp purchasevv

bf amount"ln other words, you would purchase $200 000" worth of
; that -

pvstamps at vsay, 57 discount rate"then all above/at four or.tf' .

';ythree, the theory belng that the larger the operation, of
ycourse,'fthe less the dlscount rate.,a; 5 | o
o SENATOR SHERSHIN' Would you feel free to make that
'”yklnd of recommendation as an equitable solution to this :
7prob1em? _ .H, B | _ | l_ l ., L .
MR. NEELD;s I don't see that on the facts that we
ﬂ“have-- now, remember, we have a report., We believe it is
.:~fadequate1y documented.r.'y_:‘, | ’_ S R
| SENATOR SHERSH1N°’t I have no quarrel wzth the report,bitb
xbut I think you, yourself have admltted that the report was
*:not based on’ an actual cost accountancy report' it was done'a~5h'v
’b"on the best avallable information 1n the shmtcst time p0531ble‘he”
fioto compile 1t, _fj o el - L o | ) | |
R ”[MR - NEEL D-% Senator, 1 belleve this that that
'h:report reflects the best of our abil1ty,’and I have qulte a.

- lot of confldence in- the men who developed that report, that

’*.they have used every cost factor,‘made adequate allowance for

>1t, and the results that come - from thls report show that every-f*‘

one is adequately compenaated except the very small distri- )
: ?butor who is stamp1ng a quantity that really can't be:f
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adequately compensated for, because,_l think as one of your

o 'W1tnesses told you, his wxfe worked in the concern, they bring B

1n a truck driver and they work people overtime- they work
:_part time people, summer help. How can you strlke a norm |
h'that is precise in all of the levels of the cigarette distributors'f>
’:ibu81ness under those circumstances? FY* ‘ - SR '
. We have used a norm Wthh is»based on a full operation, »;i”
g{leth one machine and the necessary men to operate it _ Then, o
' swhere you have a smaller operation, We have applied the ratio
',%ho cases to 160 cases.~ One-quarter of the payroll are the
- people Who are actlve as full-time people,lfull pay, those i,fwwwh
’Trvwho are part time, then apply the ratio.‘,u,. , o
- ‘ SENATOR SHERSHIN"} Of course, that is a mathematical
deduction and the economist testifled that we couldn't very welllf
”use that type of a ratio and come out from an ecom1ca1 point
of view With respect to cost, we couldn't take that.‘
MR NEELD*I That is’ true, but. the trouble is he didn't
d:tell us how to find a better basis for establishing salary e
'costs. That is our problem.f We - readily admit ‘and the :
’ tobacco distributor business readily adm1ts that the only real
itcomplaint about this report is the allocation of salarles, and
'Vlt is a dlfficult problem, not-made so by any 1axity 1n the_7
;development of the report. lt 1s Just a factual situation h
oW1th Wthh we were. confronted.~ If there 1s a- better way--..‘
| SENATOR SHERSHIN'E You feel that there might be som.e:E
'1lroom for mod1f1cation7 | y jﬁf | vi» :; ,. . _' | |
v " MR NEELD*”F Yes, there always is,. If there is any-hy“
thing wrong in the development of the statistlcs in this. ,.°






_‘COStSo

'jCigarette Tax Bureau.u'

”he'is the

report we certainly would 1ike to know about 1t.,;

SENATOR SHERSHIN?*- 1 don't think there is ~any argument.v -

aabout ‘the statistics.‘ I thlnk, as counsel for the distributors:
‘ihas 1ndicated, that with respect to all the flgures they agreed:’i

- w1th them except they wanted to develop the argument of labor

" MR NEELD'l If there is a better way of allocating thebi“

hc_part-time people to stamping dutles, we don't know 1t., We S

' fwill make available to the Commission all of our figures.

SENATOR SHERSHIN' 4 At this time, Mrs. Perfette would

;“11ke to be excused._

 ASSEMBLYIAN HAINES°  Which one of the gentlemen will

'ffnow testlfy? S | | R
MR NEELD'* Mr. Cramer, who supervised the development o
Qof the report Wlll be glad to outline the procedures used and L

vvto answer any questions by the Committee.

A RTHUR o c R A MER: I\/Iy name is

: Arthur J. Cramer. I am Principal Aecountant in the

ASSEMBLYMAN HAINES°* Do you have a report t} ive?

MR. CRAMER°1 We have no eport to give other than

. the one we have already submittedo:'97

ASSEMBLYMAN HAINES" I thlnk the Chalrman had some o

'-questions he wanted answered.f He tells me to proceed and |

who 1s going to aok the questions, which makes o

"it rather difficult._ J*i”;f 3¥}~,_];'t"-f‘l‘;i{"' )

Do any members have any questions?
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'normv' -

‘sent 1nvestigaters into three large erganiz

- ASSEMBLYMAN KRAWCZYK: How did you arrive at the 160

;capacity of their machines was h80 cases ef 01garettes a. day. -
"]we realized 1mmed1ately 1t was impossible fer anyene to get
-'maximum capacity out ef a machine,dse in order to determine

pJust what three people really could do W1th a machine, we.A

ons that were

dstamplng,.and the report shows it was at the' rate of 231 cases
or 218-- I believe 1t averaged out to 214 cases’ of cigarettes

vper day. Now, that showed,us, under'nermal conditiens, that

three.men operating a Pitney&Bewes, machine'cculd stamp at

‘least 21l cases a day._ Now we find 1n our large categories -
"that the stamping equipment usually is capable of stamping |
‘the needs'of the distributor"in other werds, if their needs

' are 160 cases a day, three men can do 1t very easily.} lf.~

they are higher than that we know they can stamp 231 because

one dlstrlbutor averaged lt for a peried of three months,

and this was not during the exceptlenally high production‘

months, which was testified to earlier as the spring of the

L year, ‘through the" summer trade, and at Chrlstmastimeo

Now, us1ng'th1s 214 as a base, we determined ‘that

three outflts eperatlng separately and distinctly could

stamp an average ef 21h cases a day, We sald that W1th Just

nermal eff101ency, the rest could stamp at least 757

Now, based on that we computed all our salary

'h figures pertaining te the stamping eperatlon° in ether werds,

as pelnted out before, if any crganizaticn stamped 80 Cases

"iof cigarettes a day, we ralsed the cost of salaries to 100%.

35A
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Now, I w111 exp1a1n 1t thzs way, why we did that"in,h
‘snme instances, temporary help, part-time help,,all dlfferent v
‘klnds @f help, and one pertatnlng te dlfferent parts @f the
v:day - on the basis of 100 per cent when we applied the nerm,ft
“'we would get down to the relation between 80 cases per day toﬁf:‘
| 160.; New, under those circnmstances,‘as stated 1n the report
if three stampers were earning $9 OOO a year and the company wash}f”
'Araveraglng 80 cases of cigarettes a day, we stated that those -

dpeeple Were accupled ene-half of the time in the stamplng

- operation and under those circumstances, that is: What we

;Eatlewed - 50 per cent @r se ooo or su,;oo.'f- R |
| ASSEMBLYMAN HAINES»'h Did you take inte con31deratien

'any af these seasenal distributars, like at Belmar?

MR CRAMER°1‘I think that one’ of our greatest problems Cye

dwas that erdlnarlly in an operat1on of this type 51f y@u are';'

h5looking at ten or twelve machxnes, everything Would be operating{

' _at an even keel but here you have chain store organlzatiens,

family organizations, vendlng machine outflts, and all k1nds

»'jof circumstances, which made it very dlfficult.g The seasenal,"f
'aagaln, of course, was pro rated upon the gross bu31ness.. If

‘ 'they pa1d salaries durlng the months ef June and July at the o
'hlgh rate. @f productlon, we allewed those salarzes.; That was'_"

taken into cans1deratien but possibly net to the degree--‘;. “

- but we dzd do 1t rlght down to the ind1vzdual dollar for each

'._distrlbutar.

ASSEMBLYMAN HAINES" Are there any further qnestions?y
ASSEMBLYN%N KRAWCZYK° Well I am a 1itt1e concerned

| as ta what happened to the dtstributors in between the graup
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;e~have here'and~the:ones you are speaking of - 214‘cases»a day,v_,

and 1 believe the maximum we. heard of today was 100 . cases.' Was

'the survey made among the top, the cream?

© MR, CRAMER~ When we speak of 214 and then average it

'down to 160 what we are actually dolng is not talking about an’
:day's production, we are breaking it down on an 8-hour basis,

'and that eight hours 1nd1cates at the rate of 20 cases of

cigarettes an hour. Now, according to our survey, we say that,'.

the average distributor can stamp 20 cases of 01garettes per ;
s

'hour because he bmly stamping at the rate of 757 of what other',

distrlbutors under the same c1rcumstances or under p0531bly

"more efflcient 61rcumstances are doing - IOO.u So the thing

that possibly is most confusing, as L said before, 1s that

fyou are stating 1t on the per day ba51s when actually the break-
‘down 1s per hour.} We broke it down to 20 cases per hour.. lf'“’

.va distributor ‘has ho cases of C1garettes per day to stamp,‘we

say that wzth ‘normal efflciency he can stamp hO cases 1n 2 hours.f'“

ASSEMBLYMAN HAINES~ I thlnk you have worked thls out

. on an 1deal setup, but anyone who has experlenced any activity

in 1ndustry knows that very seldom are you able to run a plant

;that 1s 1OO per cent efflcient., Of course, we all realize
“there is no part—time labor today and these fellows, I assume

' :»may sell SOO cases ‘this: week and 200 cases next week., Isn't
,'that generally the way with dealers? You don't have an even';v

'load do you?

MR. SALTZMAN lv fluctuates quite a. blt Itfoniy-

'fluctuates in. seasonal operations or immedlately before Christmas-v

time~ otherwise, lt 1s pretty Constant throughout the yeare :it
3tA .. |






‘gIt‘might'fluctnate twovorﬂthree’casesaa day;hbut if a"dlstributor.t
.has a bu51ness where he sells uO cases a day, that Will be_‘
:pretty constant throughout the year. » | o o
' ASSEMBLYMAN HAINES° Now, you only have one size
machiner Now, regardless of whether you are: selling uO a day
or 80 a day or lSO a day, you stlll have certain costs to write
Coff. Dld you- take 1nto con51deratlon those costs to. be writtenr
‘off on different slzed outflts? o
MR. CRAMER" It was con31dered on a percentage basls
but the problem we are - d;scussing here is whether, 1f you had
"an operatlon Wthh took 2 hours a day, would you go out and 7
'h1re three men to perform that operation? Generally, I thlnk ,f
:and this is my personal opinlon, you mlght hlre one addltional
.‘person 1f your orlginal employees were completely occupied With;
'present tasks. You mlght hire one addltlonal person, which
_would represent six hours° | | S .H‘
ASSEMBLYMAN HAINES° f What percentage did you deduct
»,for breakdowns and other contlngencles of that klnd? S
: CRAMER' The companles submlt monthly tax returns‘eff
to us, so we know how many 01garettes they are stamplng durlng
'a given month° We also know the amount of salarles that are
paid these stampers.. Agaln, it was done on a percentage basis.~

Very obV1ously, it is Just 1mp0531b1e to take lnto consideratlon

every one of these dlfferent Vari’7fons that might oceur at a
_glven dzstrlbutor's place of bu31ness. You must arrlve at‘an
average,votherw1se we would be determlning possibly luO
-dlfferent cases° | l R L : , “_ 3 ,
SENATOR LYNCH° . There has been some testlmony todaj L

about varlous hazards that these dlstrlbutors face in the
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Aanswer? N

-'iordinary ceurse of their bu31ness and costs that are in01dentaig__

w1th the eperatien of the bus;ness, such as 1nsurance rates,_

'werkmen's compensation, bad debts, bankrupt01es, and the likecvf

vdoes your repert reflect those statistics in coming te an IR

MR. CR.AMERV Yes, sir. Bad debts. At that tlme the

~.tax rate was Bd 1 believe the cost ef the cigarettes L
_VapprOX1mata121 to 22¢ That meant roughly one-seventh ' New,”
v‘we determined exactly what the distributer surveyed ciaims hevf B

'lost' I don't meant bad debts, but bad debts pertalning to

cigarettes, and then we allowed that portion of 1t Wthh

'petained ta the cigarette tax 1tse1f - lOO per cent, 1n ether’
' werds, if he lost $7 OOO _we determined the rate was ene- r'
sseventh then we gave him $1 OOO all@wance._ Now so far as

cthe other 1tems, every one was taken into con31deration that'~"

I have heard mentioned here teday.‘ I den't think one - 1tem

was mentioned that we had not consideredo_ Now, if there wereivﬁ»7,ﬂ
,items such as glue ink, and things @f that sort where the 5
'cost was positive and actual we ailewed 1t at the rate of

.'100 per centg_ '

Now, yeu speke of insurance and things of that sert

ioblem was;fﬁ'

and that would give you a rough 1dea of what our

| The way that ‘was determined was @n a space ratio basis. Now,ﬂw
;that was arrived at in the feilowing manner°1 We determined ssz

vvthrough inquiry, through actual measurement, and through contact ;f

I would say, W1th ‘the Pitney-Bowes Company, hew many square

'feet the Pitney-Bewes machine needed to efficiently operate.',“’“?:
Then we determined how many additienal 01garettes the dis-'

'.‘tributer was required to carry in arder to nermaliy function
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as. a distributor and directly stemming from the'cigarette tax
law itseif. Then we determined how much'space.those'th |
functions requiredg that is, fhe'operatien of the machine; the
storage of those.cigaretﬁes; NoW, roughly, I believe - and 1
say roughly because it-&aried from dis*ribﬁtOT'io»distributof'-
it ran about seven to eight per cent of the total space we
allocated to the c1ga*ette stamp;ng func+1on.j Agaln, 1 mlght
‘get back to the storage of cigaretfes and how we a;rzved ab o
that° We found by measurement that appTOX1mate1y AO cases of c1gar-'
metses - 100 cases of c1gavet*es p11ed six hlgn would occupy
-approx1mately MO squa"e feet, But we sald we reallzed~1n
cases ‘where Embassy and varlous oda bLands are concerned it
’waSvlmpracclcal tQ p;le Lhem six h¢gh so you" plle mlght 1ook '
someﬁhing likeethis; making not for 1neff¢ 1ency but Just due.

to the nature of the storage,. ‘Sm'We'said Lhat for a:slewspace_

vend,everything-eise,vwe WilT not allow ‘the uO squafe feet per
hundred,’buc we will ma t pEy Lhat.by Tive, That flve makes
allowances for these various inefflciencies for aisie:space
and other things<beyon‘ the contrel of the'distributOT;'cNow,
that is now"we arrived at the space’ratic;‘and éll'your?gyeff‘
head, sﬁch'as heat and taxes and everything was applled on
‘that space lab_o,vand I say genenally tha* ratio ran in the:
ares of eight per cent of the total,

SENATOR LYNCH: One more questvon,‘sir: The re has
been tesfimony from.severa; distributors Lhet when they
purchase stamps in the State, of course it tekeS‘away.working
capital, and because it‘does'take away Wcrking.capital they

have had to go out in the market and borrew moneye We all
LoAa
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know thét today the money market iIs tight ahdbthe interest rates
are high, Has that cdst‘been‘reflected in your sufvey?v |
MR. CRAMER# Well, sir, may I explain itvthis_Way:
The cigarette tax law reqﬁired thedepartment‘to issue Credit,
to a distributor, provided he provides a credit:bond to cover
it, Now, assuming‘that he has.to borrow an additional %25;0003
&%ﬁhe,néedé an additional $25,000 to operate, he‘céh gé'out'énd_
get a credit bond, the cost of which I believe vafiés’frpm;1;2.
to 1.8 per thousand. So, unless a distributor,Qperates'for o
cash, which isnft required, it is'dniy*in‘case,vI gues§,:where
they have éxCésé‘cash afbﬁnd thét they”ﬁseﬂit;:why'it would
really be uneconomical'fo'go oui and bpprow‘méﬁey when_a.CFédit
bdnd»is.av_ailableo | o ‘  | V  |  ‘ |
| CSENATOR LYNCI: Now, the next question, sir: Again, all
of the diStributO?s have testig@ed_éf héve.méde:kﬁcwﬁ”the‘fact

that_because:of the tax recordé Whichvthey must maintain and -
keep and submit<to the Sﬁate‘monthly, Or‘whatevéf:itimay bé,
all @f:them have had to employ, it seems, either:additiénai:
help or the bookkeeping help has used part of its time in‘-
taking care of such records, Has yqur,survey ﬁéken intd:c@ﬁ-'
sideration that angle df expénsé?“ ‘_ _ | | ‘

MR, CRAMER: The cost of the bookkeeper was ascertained
by actual observation by the’fiéld man eitﬁér during theltime
of his wvisit, it was-ascertaéned‘txr@ugh conversations with
the boss, or pfobably through cenversatidnsvwithlﬁhe'book--
keeper herself, I would ce?tainly fee1 that it was adequately
taken care of, énd~l might say-- |

'SENATOR SHERSHIN: I didn't get that. R wasn't, or it was?
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MR. CRAMER: It Wasv in our surveyg And I‘might*Sayv‘
that-thét cost of the bookKeeplng, of course, was not put on
a norm basis, ”hat was a;lowed actually»dellar for'dollara
‘ If she de?oted 20 per cent or 15 pe” cent or 10 peﬂ cent of her
time to the boekhoeping, we allowea exactly that proporblon of
her salary in the surveyo N | - ‘ ‘_

| SENATOR SHERSHIN: M?;<Crgmer, di&you pers@ﬁal1y maké |

the in-the—field'ihspection?f’ o _ . - o |

MR. LRAMER» © I did ﬁété‘Sir;f' . -

SENATOR QHERsﬁxNo"How maﬁy'men;Weré emp10yédiin mékiﬁg
the field survey? | » “ R . '
| MR. ”RAMER° - Four. L |

SENATOR SHERSHIN: | Ana dé you know”whéihéa,or h&t"they'
madé ary “eporu as te wnpthe oome of these men employed 1n
the stamp ope*a‘i ns ele laxpr abserbed irto the cther |
operat1ons of the bdoln ss? . |

MR, CRAMbﬁé  By'tﬁét;‘yon‘mé$n; sénaior9[Wéfé £héy  -
used for purposes other than_staﬁﬁing2 " | T

SENATOR SHERSHIN: Yes. |

MR. CRAMER: I womu ld say génerallj, aimost wl beu?;'
variatioﬁ.v. »> . 4 -

SENATOR SHERSHIN: Well, did thé re§ort1indicatev
that the employers complaih ihat‘they jusv had to- cars y these .
men or lose them? | |

MR, CRAMER:, Well, _sir; webhave had many ¢ onversatzons 
on this subject and I bc&leve thd+ was just a point of
information that they supplied us, |

SENATOR SHERSHIN:v :YOuﬂdidﬁ't beiieVe it?






MR, CRAMER:. Weil I should say, 31r, as I said durlng
your'absence, if they needed one - additional man, I felt that -
that is what they W@uldvhire,‘or_lf‘uhey needed three_additlonal
men,‘that's’whatvihey Would hife,:but:in mosivcase$ I'm_afraid
the smaller'oneé-didAﬁoteﬁeed_three.addiiienal men tqiﬁeffofm,‘
the stampmg., “ | | | .b :

| SENATOR SHERSHiN-:Z‘Thefe‘waS‘e-feéémmeﬁdetionrihet -
there ought to be a ccntfnua1 survey based maybe every three ;‘
years.' How do yoa feel about that? v_"_ T | " .

MR. CRAMER' ‘ Our survey states the saﬁe thing,vs1r,e
but it does not ﬂive a t;me llmlt such as three years.‘ We did
]say, due LO changing Conditions and thlngs of that sort, it_
shoula be reV1ewed per;odically. | _ _ o |

' SENATOR SHERSH1N~7 Well, Wba*-would you say to this
'~vComm?531nn as to whether three years is a reasonable perlod,
or flve yeals, or whatever suggestlon ycu may make? h

MR. CRAMER"i We? si?} I haventt glven it teo much

'thcught,v I reaaly cov?dn'* say, bUL"- - o
| 'SENATOR DHERSHIN’A We&;, WOL’d you between‘now end

’the'time we’p”epa?e AI“GpO“t g ve @s the benefle of your

opineen as to whe bev or nOv

bhese eurveys should be donef'v

- on any tbree or ILVG vear periodz |

MR. CRAMER: Yes, Slaov | ‘

SENATOR SHERSHIN: Mr. Neeld suggested that there were

some inequities becajee bf the Si"e‘of'the opefatiOn,” Do ?@u
thlnk ‘that if an s Commizseen were to conszde” the total.
"operatzons that an.equztable way‘of handelng'the tax matter:-v
would be to giVe 5%{&0»the[smeller @peraters7and‘still maintain

N






a 37 for the large opera*o;s, by giving a tax dollar item
as being the line of demarcatxon7 _. .
MR. CRAMER°' Sir, in the folders that we supplled you,
I believe we werked out a general cost of such a survey0 We
certainly dld not. express an oplnzon but we found that the
»‘dlstflbutIGQ under certain: condltzons mlght be inequitable, and .
that those who are 1031ng m@ney of cog?sevwould be_compenseted
-buL the bulk of “the money W@uldfgo‘tolthose’gréupé;thatfafe:not .
l@Sipg moneya | | v iv. "  B f' ‘A   ,  1 ” ,,i‘e'
SENATOR SHERSHIN’ Yes, but In view of the testimony
“here thls morning that 95 per cen- of the~- correct me if I'm
‘wrongo.:"‘ , . - . - -
| eMR;'SALTZMAN; Nlnetv per eento‘ : R S
SENATOR SHLRSHIN” Ohg Lbat 75 per cent of tbe buslness
in the auate is COHQLutGd by 95 per een% of the dlSilinﬁOFs,
and they belng the smaller dlstrlbutors, Lhey are the ones who
are ‘losing money. L H - | | | ’ |
MR. CRAMERé :FSi?, may I fifSivstate'thet;fiﬁemy'
,opinion; that pa%ticular perceﬁtége figure‘ﬁSed is‘csmpzetely{
_1ncorrect._vh- L | o o | ) ; ‘
SENATOR SHERDHIR“"What Would yeu'eay‘if”migﬁﬁ be?
MR, CRAMER° ACCOTdiQG LO the figures worked out by
us, I belzeve we' determined tha& app"oxxmately 2l per oent of
the distributors were qoxng_éQ per.;ent of the business. That
is shown on Exhibit'1; whieh.is'the"rést‘bage of~our:RepQrt?
Now,ntﬁé%gigﬂféken;frémpan‘ectuai'bfeakdown; net by‘survey;
but from an actual breakdoWn of sales asvrecofded on the
records of the Cigarette'Tax‘BuFeau.v Those*areeactual;pthey
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are not estimations of any sort.
 SENATOR SHERSHIN: = Are there any other questions?
Here 's one questions If the‘disfributor stamps'
1160 cases a day with three men, as:{he report indicates, you
have allowed in youf repdrt a total coét to thisbdistribﬁtor

of $19, OOOﬁ Jyear.. We have had testimony'here-that~andther'

dlStleJtOT had three men and hlo cost Was $10 OOO a year,.
How do you account for the %l? OOO flgure? B |

MR. CRAMER° ’ Well, Senator, thls partlcular dis~
txlbutor who came up with the very high flgure of $19 OOO is 
an extremely 1arge dlotrlbLtOTo There was a great deal of
inefficiency in this particular opefétﬂan, one of " Whlch was that
the liéensee didn?t use a cu tt*Qg machine, -Now almost every |
diétributor in the business aseafa cﬁtiing'machzne.v That's !
. uéed to open'the ca?ﬁ@n, anﬁ instead of Lhdt they hered a man
to.stand there andjcuf uheqe cart oas'openu He W33>JU°P.3> |

complete loss to them,

Ncw, mahy éﬁhe;.of iheée'ineffiéieﬁcies,ﬁaévreflected,
in that one item, are reflected in others and it'just showed
up in cost, Néw as“l qay too, véu m?ght no*é uhat when

this distributor was used and nzs very h‘gh per cent of cost

- was quoxed in ?aCu :t might have been oveﬂ!ooked that this
particular dlStTmbuLO“ stamped SO uOO cases of vzgarette« a
year, where his closest compe**ter stamped only 36,000, and
the others stamped uwenty-31x, Lwenty;five;-twenty—thfee’and
twenty thousand, so while the cost is higher, there wasia‘much
greater numbéf of clgarettes stampedabbThis distributor, as

we stated here, stamped approximately 191 caées a day =~ I may
be ‘wrong on that particular»figure—~ 193 cases a day.

N






SENATOR SHERSHIN: = Well, that's ihé_one=distributér.
Can you tell us whatthb pthefvdistribﬁtérs yéﬁ Chgdkéd?kil
don't mean the names.  Ivgm;taiRing about,the.number of céses
that they stamped per day. o o

MRV CRAMER' ' WeIi that would'be 1nd10a ed'by the
totalse Agaln, we stated in our repo*t that one stamped 231
cases a day and the other - I am quating Sbfi(tly from memory
here - 218 192-vand 2313 192 is the one we used in the survey. <
| © SENATOR SHERSHIN: So that your survey is based
strzcily on the'Large dlsiributcr, and you dld not go 1nto
_the small dlstrlbutor at all for costs.v‘ | - i o

| MR, CRAMER:‘»Well sz;, during yourvabsence a while

ago, ‘i aitémptéd”tb explain° We.wenp~1nto.these +hP€e,dlS“
tributors and we wanted to deeermlne What tnree people stamplng-
a gross amount - of volune Lou$d ac»aal’v d@ in a day, and we
found- he re are thr ee people in ene place could do 231 cases,
and anouhe”_erganﬂzat?on could do ?18 I WOUld l:ke to add .
here ‘that we belleve th' tho rapaczuy of the bh”@@ 1pdiv1duals
was based upon th? vol ume of uhe @rgantuatlon; Obv‘oasly, 1f
they envy have uO nases-to stamp,.tney can'*'stamp-léo or 231
éf 218} ATt ey we det ermlned *hat Three peoole operat;ng a
machinP eight full hours quSLbly could stamp an average of
’2lu, we sald *h?”? are many LNPth‘les and many dlfferences
which ovcure There ﬂre'differenb type: of organizatiens, it
may be a family-owned oigaﬂizatﬂon, etc., 50 we 'said we wmuld
allow 75 per cent of »ne 21&-—W had a dastrlbutor WhO could
do 231 cases, not during peak loads, but for an ave”age of
three months,.eo we brea& it dcwn to an ave“age—-

SENATCR SHERSHIN: That man who is doing 231, is he

doing us different brands?uéor is he Jjust doing six brands?
: , A ‘







MR. CRAMER: = That, I donvt know, |
SENATOR SHERSHIN° I can see , if you are running
Camels and you get your knlves set for Camels, ‘you can do"
231 because you don't change the knlves, but if you are a small
distributo;, you'tve got 20 cases of Camels and twenty cases of
Marlbcrcs_and_ten cases‘of Bensen and;Hedges he has to stop :
‘that machine three difflere”n* times and re set_hls knives and
your efflclency is 901ng to be 1oste_ . . | “ }‘; _ o
o MR CRAMER° We11 s;r, the only way I can answer that“_

I Would say that Just a given number.-flt might be a small
number of that entlre group you named ~‘comprise the bulk of
the 01garettes stamped You won!* stamp as many Benson & Hedges'*p
as you will LuCkl?S and Chesterfields and Camels.i e -

SENATOR SHLRSHIN' Well, it WOuld be"nterestlng cn |
a caSe’bas~s to determﬁne wheu%e" ne greatesf quantzty is ‘

S in Camels, Luck;es or Chesterfze?ds. R
: MR.vCRAMER::.Well, Lhe;bulk,‘ os»céﬁrsés fhefe_afef‘
‘odd brands=- o B T

SENATOR- SHERSHIN:? “Well here are a ceup1e of o
packages Tlghb here tha+ a"en'L uuvf@“m righu here in front
of us; Cameﬁs and Pall Malls.a Pall Mall is"a popular brand
vcigarette.u |

| ;Are theue"auj'othef questicns?'

Do you have any “ecommendatlons,.Mr. Cramer, to make
other than what have beeu round and are contalned in your
report? You recommend tnat there ough* te be a continuous
re—evaiuaulon of the dlscount SbTquufee‘ Do you have apy

other recommendations to make, based on the testimony that
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you have heard-today? |
UR. CRAMER: No, sir. | -
SENATOR’SHERSHiN: Any,othe?{guestioﬁs? |
ASSEMBLYMAN HAINES: You haoe‘oonéidered a graduated
discount program hefe,‘I.wonder'if'yoa:hage‘conéidered giving‘
- a discoune of three per cent to everyone and then those who
only purchase »a smaller amount of stamps - I don't Know
where you would break it -bgive them an addltional per
cent at the end of the yeare' : v _ | .}‘ o
i ‘MR, CRAMER: That is in qut 2 51r,_ofithétf§tatemeht'

» ASSEMBLYMAN HAINEs--.jtmgfihatfs the way you are
going to do 1t,‘g_ : R - " ‘v_ e
| |  MR. CRAMFR° That was- not. a recommendatlon, sir;
I believe that was Just a p0°51b111ov wh%ch was suggested to
us or the questlon was broached to us oy members oP the |
industry. ' | o | | ';v _
SENATOR SHERSHIN' Mr, Cramer,'are you famillar‘
wzuh phe report that Wa g;veh by Mr . uoldsteln W1th respect
to what_other~states are doingvthfoaghout_the;country?‘
MR CRAMER:. Well, sir,eunder my:superﬁision we have
‘had prepared a list shOW?ng whau every oate is doing through-
~out the count;y in the way of d;ecounts, ?ax raees, and | |
monetary allowances. ‘ >‘ » “.
SENATOR SHERSHiN- In Pennsj vania they are giving
a greater discount thar they are. here in New Jersey, is
that so? _ v |
MR. CRAMER:‘ Tﬁatfeacorrect,'siro
rugA,‘ '






SENATOR SHERSHIN" And in New Ybrk? ‘ ‘
MR. CRAMER' New York is g1v1ng 60¢ up to $MSO OOO

‘and above that they are. giv1ng 57d a caseo_ I belleve it might
be polnted out here that in the Clty ef New York 1 be11eve I
am correct, they do ‘hand - stamplng.. ' O
SENATOR SHERSHIN° : Many states throughout the Unlon
bthat are glVlng 1n excess @f 75¢ dlscount, according to this
| MR CRAMER Tﬁa‘tfs" t‘ight ’sir*.‘ On the th*rd page
'1 belleve, we broke 1t down into categorles,‘what the different
'states allowedogtfi7gg ‘t S v“‘ o H_»L 3 g__:
SENATOR SHERSH:LN# 1s there anything further7 l\/Ir Neeld,
f}'do yeu want to add anythlng? o - e R SRR
| o MR. NEELD:  No, 1 thmk it has been fair‘ly Well
cévered, 1 might empbastze, Senater, if Jou Wlll take a leok
at that schedule of dlsceunt rates ehat is’ summarized on the
"thlrd page of the statemeﬂt we have handed in, that the greatest
‘number of states that fa’. 1ﬂ he group @f 75¢ per oase @f
'cigarettes, 1n fact 17 of the states have rates less or not
exceeding 75d per case' that is 17 states out of a tetal of
L2 assessing a 01garette tax., Yew, that vs not ev1dence,fg
"of course, that 75¢ is adequate,_ I szmply pOIﬂt out that that
1s ‘the prevallxng rate. 975’ ,g.:} o BN B
| SENATOR SHERSHIN°N Where are the 17.states laeated
on the eastern seab@ard or in the metropolltan area, er the
' mldweStern states? | v‘ | | |
| - MR, NEELD- There 1s‘a eemp1ete llst. Senator. ‘I
'could go through 1t if you W1sh me to- take the tlme.' |
' ' o hoa o






(7

 was 1t?

| | SENATOR SHERSHIN: No. We have it in the record and
we will look at it. I just thought you might; ofrhaﬁd Know.,
‘MR.tNEELD? ;':Pages 1 and 2;’ I would say that the
very high rates are_southern and western. '
1 might Just point out what discount rates do in f;

some‘states. We have one here, Louisiana - $3 60 a case.

‘I am not sure what sort of a cost survey could justify that

compensation. They range all the way from that down to $2 OO-

‘$1 50, on down to as low as SOd uoa.

SENATOR SHERSHIN: ALl right, _Thank you, Mr}fNeeld.
ASSEMBLYMAN HAINES° I would 11ke to ‘ask a question.
| Were you approached in 1956 for an increase in |
discount before the tax was raised? “_ | o
| MR NEELD," I‘couldn't answer that, Assembiyman_;‘_;;_”

Haines. We have been: approached over the years. 1t has alwa&s_

'been a question as to whether the distributor is adequately

compensated. 1 do say this, that when that bill was drafted,
the one that became Chapter 10 the sole purpose, and that was

under discussion all that day, you remember, at. the time they

adopted that bill under the school a1d 1aw - that was under

discu551on all day, and the only purpose of that bill, as I

said before, was to increase the’ yield of the cigarette tax

'with no. thought of changing ‘the compensation in. any way. to the-

distributor, but leaV1ng that open te such con31deration as

~the Legislature saw fit.

ASSEMBLYMAN HAINES° Weil, through the years how

much increase. were they talking of from 5 per cent to seven,
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"of the dlscount in-a glven year?

MR. NEELD:  Noj'I don't there was ever any figure
agreed upon. And I might mention that we had statistics here~

today showing the increase in cost of operatlon of the tobacco }i

“industry dlstributors.',There is no questlon of the increase

in;COStg' Bututhat begs the question, because the big question

'is,uwas_theiS'per'cent namely, 75¢ a case, adequate or more
than,adequate_in*léu8g 'That is st111 an open 1ssue.; Our report .

-LWouid indicate'that the distributors were - overcompensated at

the tlme that act was adopted or enacted in 19&8 but we. had no

survey at that time.v We simply took what I might say was thel;j’

_preva111ng rate in thls matter of discount rates. f"

SENATOR LYNCH' Mr. Neeld what is the total amount

MR NEELD*Z I w111 give you the exact flgures, but ;Le,'b
it is roughly a million dollars' 1t w111 run $1 033 OOO.: For‘Lbk
'instance, in 1955, it was §1, 011, OOO ThlS is the rebate to.n
the.distrlbutor,. In 1955- 56 it was $l 039 OOO and, of;course;e

‘this year we don't know. It 1S'$530 000 to date on”thelfirst

six months, 1nd1cat1ng agaln about a 11tt1e over a million dollars."'

SENATOR SHERSHIN:  Mr. Neeld if the State were to

undeptake toudo'the stamping‘Process itself,-;t would{cost,far"

more than $1, ,033,000, would it not? F o -
MR NEELD° 1t would be. imp0331b1e I think to begin

W1th, Senator, and I wouldn't want to venture a guess, because‘,

'that would so change the whole operatlon that I don't know how,'

you Would estlmate the cost..'It_could 1nvo1ve the distrlbutor,

in tremendous addltional costs also, transportation,-and what
not, It Just 1sn't fea51b1e and we have given that no con-

s1derat10n, but probably your premlse is right 1t‘wou1d costi»'
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. out the country, Mr. LeW1s, bev

more. | |
ASSEMBLYMAN HAINES"rDoes'the»manufacturer ever do the
stamping7 ‘ | x

MR NEELD . No, sir.; That is a suggestlon that crops“'

up. every once in a whlle, but I thlnk there is a very s1mp1e :

answer to 1t' ,the manufacturer could not p0351b1y de the

stamplng, because he would have to” carry 1nventor1es for 42

lefferent states and,'even then, you. would have - compllcatlons at

the dlstrlbutor level because you Would send- Camels or cigarettes

vhlnto New/Jersey wlth a_Sd_stamp_on them, and the dlstr1butor‘wou1d'
'_send them‘to New York?where it 13*3 or u; orfwhatever»it-is, or

' over 1nto Pennsylvanla where there is another rate. 'You-see’

they obtain ‘them unstamped and then we 1icense them for out— L

of—state shlpment accordlng to the stamp rate of the state:’

to which they go.‘f

 SENATOR SHERSHIN' _AnyvfurtheryquestionS?
1Thank you.:y | 'v | | EAES R
Do you have anythlngbln rebuttal, Mr. Saltzman? ) |
MR SALTZMAN f“Mr. Lewis would 1ike to make a-briéry',_f
s+atement. | SR ‘: RRN “‘.‘ L
MR, LEWIS~' I would Just 11ke to state that there are
elght states that have 5¢ tax on c1garettes. No state has less than

*c%t/ rd&alt varles from 10 down to u No state has a 37

101garette discount rate._ They are all higher. The average

v throughout the country, and thls was for 1955-56 was $1 12

a case. :

SENATOR?SHERSHIN?H Let's not take the average through-

2 3“60 was glven for one State,‘.
BaA | |
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and naturally that raiées your average.
‘MR. LEWIS: That's‘only one state., It wouldn't raise
it too much, _ | | 7
SENATOR SHERSHIN: Let me ask you this, Mr. Lewis: How
do you feel about twovgrades - one breaking off at say $200,000
or thereabouts, and another rate for those in excess of $200;OOO?
 MR. LEWIS: Well, if you adopted a rate of that type |
takingrinto,considerationzthe average distributor, the average
Qistributér in the highef}categorye you migﬁt say the average
distributor would be from 1 to 50 éases a day., |
'SENATOR SHERSHIN: Well, how much does that mean in
vdollars and cents - 50 cases a day?
MR. LEWIS: In dollars and cents?
SENATOR SHERSHIN:  Yes, tax dollars. $200,000 a year?
MR, LEWIS: No. 1 would have to figure that out.
SENATOR SHERSHIN: Well, we have had testimony héfev\
that some people go as high_as 66 or 70‘df 80 caseS'é day. |
What would the total payment be in taxes‘pér year?
| MR. LEWLS: About $355, 000, -
'SENATOR SHERSHIN: Can you quickly estimate fhai,'
Mr. Neeld? | |
| MR. NEELD: Well, these are quick calculations--
SENATOR SHERSHIN: You are not being bound. |
-MR. NEELD: Fifiy cases a day, and I will just assume
300vworking‘dayé in-the year, That brings you up.
MR, LEWIS: 260 working days a year.,
MR. NEELD: Well, I just say for an a&erage 300 working
days a year; ‘That seems to be 159OOO'caées; $25.00 is the tax
53A |






vbreaking p01nt -

.per case.‘ 1 flgure it out - I don't know - as $375,000. Now, -

you' can adJust 1t to 260 if. you want to. R s
| SENATCR SHERSHIN.‘ Well 1f after considerlng this

A'testimony-—; Well let me have your recommendatlons as to'.q
whether or not somethlng mlght be dene to take care of the smaller’

'dlstrlbutor and give h1m a break-even polnt samewhere._'

MR LEWIS°‘ T thlnk 1f we teek the flgure of 50 cases'

a day, if the f1gure of $375 OOO is. right that should bewthe. L

faﬂse, as I said befere, 95 per cent ef @ur

vdlstrlbutors are ln that class. They are the ones WhO are 1@51ng o

‘theemoney; The big fellcw who does 160 cases a day is d01ng all
rights " Se breaking it- off at the 50 cases a day level - that

is 250 CaSeela week - multlplied by SO - and ascertain the tax

,dollafsbinVolvedgsand break.it eff»there' let's say 5 per.cent_

up to that point ‘and 3 per cent. from there on,vI‘thiak'it.wouldv
be equitable. N w | \ S .

_ SENATOR SHERSHIN: You wouldn't take{four'per cent,
would yeu?" e | o | o |

FMR. LEWIS:A lNe.'vFouf=§er ceht;,welknow_from

experience in other states, has.been a losing pfopeSitien to
the dlstribuﬁor,yand four pef-ceht ln‘thie StateIWDuld.
eertainly be a losing proposition beeause our'labor rates

and all of aur other rates are hlgher than they are in the

: rest of the- country, except in the metropolltan area.

ASSEMBLYMAN HAINES', In your earlier testlmony you

said that you we re thfnklng @f asklng for an increase from

“ 5 to 7%, is that rlght?

MR. LBWls-V nght° L
Sa






ASSEMBLYMAN HAINES° Well, 'y@u' know that!s about alo
per cent increase, whereas now you. are . asking us to :l
go from three to flve per cent Wthh ‘is a 66 per cent increase.
_There is a lot more increase there,' Three-to,four perrcent is
ea 33 per,cent“;ncrease,'but you are asking.for'a 66.per‘cent._,
increaseae N | _ ‘ . 1 o | ‘ | _
- MR, LEWIS° : Weil I can see that T per cent would be
$1 05 cash return under the old tax act and the flve per cent
~‘1ncrease would give $1 25, I will say that in 1956 when we
d130u$sed this‘matter With the Tax Department we discussed the‘
7 per cent under the 3¢ tax.. Slnce then, we have had the mis-.
fortune in the State - maybelnot a mlsfortune'f but Wwe are now
under a contract with the Labor Unlon that has 1ncreased our:,d
3 1abor costs substantlally over our labor costs in 1956, so that
:our costs in 1957 are substantially higher than our costs were
in 1956, because of the fact that all of our dlstrlbutors, or
90 per cent of them, have become unlonlzed thlS last year°
| SENATOR SHERSHIN°»»In~other words, you are saylngf'

that a year after the 1956 survey by the State Tax Department,

' your costs have rlsen because of labor union contracts?

N - MR, LEWIS~D | Substantially° The contract was. wrltten
for the members of our: Association on December 1 of 1ast year. o
| o SENATOR SHERSHIN' What we re the wages paid prior |
to the union contracts? | | '_

| MR. LEWIS: Thepaverage~ihcrease_today rnns about-lo
'to 155 an hour OVer last year;‘and even without that increase :
I 1maglne our labor costs would have gone up because that is

the - trend in the country., _
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‘ SENATOR SHERSHIN' | Is there any‘further testimony,
Mr. Saltzman7”ﬁ | R - . .
L MR.:SALTZMAN Iﬂdohltdbelieve‘SQ." _ ‘
"'t MR. LEWIS°V’ ‘There is one. other questlon--lh"
SENATOR SHERSHIN- Well, the minute you stated it would
btake is startlng to stretch to one of these klng-slze cigarettes,
S MR LEWIS°" Well there was some talk about the"
number ef dlfferent brandsstamped teday by the ordinary dis- v
trlbuter, as agalnst somebody who handled 231 cases a day. la
dontt know who the dlstrlbuter Would be, but it sounds im-
p0531b1e. If a dlstrlbutor operating w1th f1ve or: 31x people. h
on a machine could: stamp that many a day, it might be'possible‘
if he were stamping one brand all day leng, ‘but the smaller
'dlstrlbutor—~ . .h,‘ ‘ S | |
a 'SENATOR SHERSHIN° Mr. Lewis, I think you will glve :
the Cemmlsszen credlt for hav1ng enough lntelllgence to make
that deductione- _ o v__ ‘ ‘
| Well there belng no further testlmony-—v Mft Neeld,
do you.have somethlng further? R h | | i“ e
MR, NEELD' 1 weuld like to effer thls ‘as a sugs
‘ gestlon or. as a construct’ve comment to the Cemmlttee. I thlnk
it 1s perfectly;clear from the testlmony you.have heard here '
tedayfthat’ Ne;fl; we have conducted a . survey by non-expertss'
‘Whlle it has been accepted in all areas except the matter of
‘salaries, nevertheless we readlly concede that it has net beenby
prepared by/cest accountlng flrm qualzfled 1n ehat fleld pIh,cV
»rbelieve also- there ‘has been nethlng handed te thls Cemmittee, o

or at least very little factual lnformatlcn upon Which the f,,jf






Committee"wili be'abiehtovdetermine the cost of stamping°'“'
‘cigarettes. In all falrness to the State of New Jersey and to f
the 01garette dlstr1but1ng bu31ness, I would strongly recommend
,.that it 1s well worth spendlng money to purchase a cost survey
by a competent concern. I would just llke to point thls out°'\h
Our revenues are estimated for the current flscal year at -
$33,000 OOO net.- The d1str1butor*s relmbursement flgure 1s

- $1, OOO OOO approx1mate1y. i thlnk we - are deallng W1th suff101ent1y
hlarge amounts to warrant the spendlng of - I approximated $20 OOO '

~that mayvbe;too much or too l;ttle. But»ln'any event, it is;atde-?i

minimus_itemtin,relation_to'the peVé we i fund éwafe deaiiné:with3gpy

heré_i, - v S H . | ,.,‘ , o

| SENATOR SHERSHIN' Thank you so much Mr. Neeld.v:_

Mr. Saltzman, do you want to make a c1031ng statement? ”p

| MR hSALTﬂWAN' 1 would llke to take this opportunlty--{;ﬁx

I don't belleve there is any polnt 1n my summing up. , p
” SENATOR SHBRSHIN'» 1 don't think you should take the a“

.time'to sum UPo We have detalled notes here and a complete o

stenographlc report. - | | ‘ | | | M

CMR. SALTZMAN May - I say then, sir, to. the members of‘ |

the Commlttee that we. apprectate your courtesy and your patlence

in 51tting here all day listanlng to thls ev1dence. We earnestly o

seek- your sympathetlc dellberatlons and we hope that y@u will'f

g;ve it favorable recognltion. N o

..... “'SENATOR SHERSHIN° "mhere belng no further testimony,

-we - will declare th1s hearlng cloesed. Coples of the testlmony, p

~when avallable, w111 be forwarded to counsel and to M;. Neeld.

‘May I thank the W1tnesses on beha]f of the Committee.‘

|  (HEARING CONCLUDED) | |
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