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LEONARD C. JOHNSON [Chairman]: If you will take your 

seats now, please, we will begin. 

Fellow sufferers, this Task Force appreciates your 

corning here this morning to share your views with it. Each 

of its members are taxpayers themselves. It is one of five Task 

Forces which make up the Governor's Committee and the Chairman 

of that Committee is here and he may have a few words to start 

this hearing. Senator Sears. 

SENATOR HARRY L, SEARS: Thankyou 

very much, Len. I want to express my appreciation to all 

of you who have come here, as the Chairman of this Task 

Force says, to share your views and thoughts with us. 

These public hearing processes are going to be a very 

important part of the work of our entire committee. All 

five of the sub-committees or Task Forces, as we call them, 

will be holding hearings. These are what we call the initial 

hearings. We are in the initial stages of the Committee's 

work. There will be subsequent hearings undoubtedly later 

in our proceedings as we move along. The Committee as a 

whole will probably have hearings on specific proposals and 

specific considerations that we will be developing as the 

work of the Committee goes ahe~d. 

It is very important to us here at this initial stage 

that we have the benefit of the views of as many people, as 

many citizens and taxpayers, as many organizations, as we 

can get. Because for these Task Forces and for this whole 

Committee, part of this is really a learning process. There 

is always something new. Even though we have had twelve 

Tax Policy Commission reports and a lot of other reports 

that deal with various elements of the problems of taxation 

over the years, we always seem to find that there is more 

to be learned and we always have to bring ourselves up to date. 

So, Mr. Chairman, I wish you luck and I will be here 

with you most of the day. Hopefully, we will have some real 

contributions to our work. 
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MR. JOHNSON: Thank you, Senator Sears. 

Now I believe each of you has a list of the hearing rules" 

It is the earnest desire of the Committee to hear everyone 

who wants to be heard. And this is the first of several 

hearings the Task Force will be holding throughout the State. 

In order to insure that everyone be heard, we have limited 

the oral presentations to ten minutes and there will be a 

count-down here starting at five and the cards will be flipped 

as each minute goes by. Now should we run through the list 

of witnesses before the end of the day, you will have a 

chance to come back and add to the record. 

I repeat, this is the first of a series of hearings and 

you are certainly welcome here today and you are welcome 

back again or in Paterson or Newark or New Brunswick or 

Camden or wherever else we may be in the next several mont:hs. 

The first witness is Mr. Mark Jones of Princeton. 

MARK J 0 N E S: Thank you, Mr. Chai:r:man, My 

name is Mark M. Jones. I am a citizen and taxpayer of N~w 

Jersey and have been for 50 years or more. 

I sought the opportunity to appear here in order tc give 

expression to some basic conclusions with respect co this 

so-called inflationary crisis which I con.:,ider to be a ::najor 

feature in the problem confronting the Comrnitteeo 

It is of the greatest importance that a committee such 

as the New Jersey Tax Policy Committee begin with c~ realistic 

estimate of the situation and the real nature of the need and 

its job" The point of departure is the fact that liiTe have 

just been through more than a generation of irresponsible and 

reckless pyramiding of government spending and polit 

power o Culmin;::~ t.ion of the acc~.:JTlulat.ing m.istn.kes c'f- 3fl 

now approaches, The day a::. j!.<.dgme::T:. is no-.. i:s..:· en·: , 

I might int . .erpolate that ju,s.;.::. be Fore. l·et,.<.rin') ·v 'h:.>mE 

this morning,, 2 ::Jentleman who l":.i s beer. t.l:\.:. Cho" ··:::1.·, t:t•.e 

asked him what ~r.e t.hought. W'ic: 
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because he said it is the same everywhere. His answer was that 

it is the pressure group system that we have not found a way 

to cope with. And he has had many years in the Vermont 

Legislature and he says they have the same problems there 

that we have here. 

The first proposition that I offer to the Committee is that the 

economic and financial policy of the State of New Jersey Cannot continue 

on the course of more and more spending by the governments, which it has 

followed in recent years. The point of diminishing returns long since has 

been passed on that detour from prudence and common sense. 

The second proposition is that a responsible attack on the basic 

economic problem of the State of New Jersey and its people requires the 

development of a reliable formula for limiting the overhead expense of 

government with due relation to the income of the people, and taxpayers in 

particular. Government is not more important than the people. Government 

no longer can continue as a plunderbund. 

The third proposition is that unless there is a realistic approach 

to the situation, the members of this Committee will come out having been 

used to privilege and advantage approximately 50,000 State payroll parasites 

and whatever the number may be of county and local government parasites, 

against the 7,000,000 citizens of New Jersey. You have taken up your task 

under circumstances that suggest one more expedition against the people on 

behalf of predatory politics. 

Then I suggest that if you confront the situation in a positive way, 

you will begin with recognition of the fact that all government expenditures 

are nonproductive overhead expense of an economy from an accounting stand­

point. If they are not held within due proportion to production and the 

income of the people, you have an economy in liquidation. That ls what 

we now have. 

In particular, I point out that you cannot escape the fact that the 

inflation now raging throughout the nation is the first inflation in our 

history that was caused almost entirely by irresponsible and excessive 

expenditures by government. It is not inflation in the private sector; 

it is inflation that is almost entirely in the public sector. New Jersey 
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is etill a part of the United States. 
In the 36 years since 1933, the impact of this political 

inflation has resulted in total spending in the United States of 
$3 trillion, 750 billion, and has destroyed 80 per cent of the 
value of the dollar. The value of the dollar is now down to less 
than 20 cents compared with 1933. 

Mext, I auaiest that ~he Committee ls improperly named. The problem 

that requires attention ls not a tax problem at all. Taxation la an effect. 

Govern.ent spending ts the cause. To disregard the fact that spending la 

the problea la to aet th~ cart before the horse. 

'rh• I pol nt out that the claaor about property taxes bel na too hl&h 

la really a red herrlna. The excessive amounts pald as property taxes are 

caused by craay apendlna for public schools. This spending has been kept 

aolna by slick propaganda fro. Teachers College. The propaaanda has been 

keyed to one shibboleth since It vas started by the Social Frontiersmen at 

Teachers Coll•a• In the early 1930•s. That shibboleth vas: "There la 

aothlna the .. tter vlth public school education that more aaaey von•t cure." 

Althouah not true, It was successful ln dlvertlna attention fro. the fact 

that the pr .. ent proar .. of education ln public schools cannot stand analysts. 

Aaother red herrlna Ia the lncoae tax. We have bad 54 years of lt 

federally, since 1916. Because of Soctallat and Cammuntat propaganda 

carried on by the .. otlonally unbalanced, the actuarial side of the altua­

tlon bas been lpored. If the Impact of the lnco.e tax la alven due con­

sideration, It will becGDe clear that the scale of living ot 200,000,000 

pe-.le (7 ,000,000 ln Nw Jersey) has been steadlly undermined by l t and 

camaot be .. tntalned If an lncoae tax ls an laportant feature of our finan­

cial ayatea. Aft lnca.e tax tnevltably ls an lnatru.ent of liquidation. 

Ve have a aatlonal econa., ln llquldatlon because the Income tax has been 

the .. In f .. ture of fiscal policy nationally. 

If the Tax Polley Coamlttee can be organised and operated so that lt 

really .. kes a contribution In the Interests of the people of Rev Jersey, It 

will have to beatn with a ca.prehenalve and penetrating aasea ... nt of the 

prqr .. of apeadlna of the State Governaent. Spendlna Ia the cause. taxlna 

ls aa effect. taxation has becoae the bl11est racket In the world. 

the prtaclpal ~uga1tlon I Mke l• that the C-lttee face up to the 

facti of life aDd conoeatrate on the key factor ln the Rev Jer1ey "ft1cal 

Ol"llta." It 11 the p•Uc educatl on aonopoly aDd the frtptful way la · 

atch lt baa beea at ... _ed by thDIIe who have been ruanlq edUCatlone 
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If it is possible to continu, with the very questionable 

idea that public school education:f·:should be operated as a 
.J.': 

monopoly, there is reason to bel~eve that adoption of a 

program of education which would;,·;meet the real needs of the people ... 

without wrecking the economy co~ld make possible the cutting 

out of about 50 per cent of the amount now being thrown around 

in the name of education. 

The taxpayers' revolt has begun. It probably will widen 

after November 1. Its spread probably will suggest a match 

tossed into gasoline when the people realize that the principal 

cause of their trouble is crazy government spending on schools, 

the shortcomings of which are mainly responsible for the chaos 

and inflation now rampant on every hand. 

In conclusion, may I not only thank the Committee but 

may I say that if this Committee is interested in following a 

course such as that outlined tentatively herein, I shall be 

glad, if it so desires, to continue on with this line, and 

give it the benefit of any thinking that it may wish to have. 

Thank you very much. 

MR. JOHNSON: Thank you, Mr. Jones. In respect to your 

last offer, certainly the Committee welcomes any ideas that 

you or others might have. 

MR. JONES: This, of course, is just a general framework, 

a picture from my point of view, of the background and it 

leads to a great many other things. So if there should be 

any interest in it, let me know. Thank you very much. 

MR. JOHNSON: Just a moment, Mr. Jones. Does counsel 

or do members of the Committee have questions to ask Mr. Jones? 

If not, thank you again, Mr. Jones. 

Now next is Mr. Robert E. Scott of the New Jersey 

Association of Realty Boards. 

Mr. Scott, you recognize that there is a ten-minute 

limit. You may want to summarize as you go along. 

ROBERT E. S C 0 T T, J R.: Thank you. My 

name is Robert E. Scott, Jr., and I am a Realtor and Mortgage 
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Banker with offices in Elizabeth. I appear before you 

today as Chairman of the Taxation Committee of t.he New 

Jersey Association of Realtor Boards and speak on behalf of 

our Association~s 3200 realtor associates and 15,000 licensed 

associates. We are grateful for the invita.tion to appear 

before this distinguished body and feel qualified to treat 

with the problems of real property taxation in New Jersey 

because our members Statewide sell New Jersey day in and 

day out to homeowners, industrial companies and coiTmercial 

enterprises as a great state in which to live, work and 

play. 

We offer a bold four-point program for your consider~ 

ation. 

1. Remove teachers 1 salaries and public assistance 

from the property tax base. 

2. Reduce exemptions which erode the property tax 

base. 

3. Revise assessment procedure on one- to four-family 

homes to take some of the profits out of slumlordisrn. 

4. Strive for economies in government. 

New Jersey is the most densely populated state in the 

Nation with an urbanization ratio of ove:: 88 per ce:r;t. We 

must, therefore, be hyper-sensitive to appropriat~ land use 

and vouchsafe the sacred trust reposing in the land, 

The antiquated property tax basis in New Jersey, 

focused on a constant or actually diminishing supply of 

land, tortures that trust and is inadequate to meet the 

needs of a dynamic modern society. New Jersey property taxes 

are the second highest in the nation on a per capita basis, 

representing $226.68 tax for every man, woman and ci-iLd 

in the State on a State-wide average. But there ~~~ wildly 

divergent levels of tax load across the St.ate. 

A recent survey, relating property tax to income =,nd 

home value, showed a family of four with $10,000 gToss 

income residing in Newark paid. the highest 'taxes in t,he Nation 

compared to a family of comparable size :~.n -::J:-\e largest city 
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in any other state. 

This oppressive level of taxation is having a deleter­

ious effect on the landscape and· e'conomy of New Jersey. The 

most manifest example of this fact is the ravage wrought 

by fiscal zoning which we prefer to call 11 Zoning against 

people 11 • This concept of fiscal zoning has given impetus 

to the wasteful land practice.s known as urban sprawl in much 

of metropolitan New Jersey and which is larg~ly self-defeating 

in that it requires more roads, qewer and water lines, mass 

transit facilities, etc., to service a given number of 

people than if there were greater housing density. 

This development pattern is making New Jersey non­

competitive in the race to attract ~ew industry because 

of our inability to provide blue collar housing. The most 

recent survey by the Society of Industrial Realtors revealed 

that adequate housing for all levels of personnel had 

replaced a stable tax base as the nu~er one criterion for 

industrial site selection. The spiralling tax rate has 

become confiscatory in some cities·and is working to destroy 

incentive to conserve our existing hou~ing stpck • . - . . . . ' 

The unstable tax rate escalating from year to year is 

a deterrent to long-term income property investment in 

many of our cities. Compounding this problem is the 

inequity of increased assessment~ for property improvements. 

The methods of tax abatement to inspire rejuv.Emation of the 

center cities deprive the very b,odi~s who ne~d .money the 

most, the poorer cities, these vital funds. 

There is another terrible toll being taken by excess 

property tax levels which is impossible to q~antify - that is, 

the shattering of the American dream of hom~ ·ownership for 

many middle and lower income families. Much .. r~s been made 

of the deprivation incurred by the increase·. in mortgage 

interest rates over the last se~eral years, bht spiralling 

tax rates have been at least an-equal factor .in disqualifying 

buyers. 

7 



The demoralization of New Jersey residents due to the 

altered character of their environment and 't.he stresses of 

tax uncertainty have produced a general p·ublL:J m~.la.ise 

which is evidenced by recent articles about t.axpayers 0 

revolts and by the record number of school budget reject.ior:•s 

in the last few years. There is a widespread taxpayers 0 

revolt brewing and the only reason its impact is not more 

pronounced is because of a lack of coordina":ed leadership. 

New Jersey 0 s property tax tradition is rooted in the 

agrarian economy of the 18th century and it is an anachronismo 

Landed property is no longer the sole criterion of ability 

to pay taxes. Our property tax tradition retards development 

of the State by encouraging wasteful land use planning, 

necessitating a massive expensive infrastructure of utilities 

and transit facilities and by discouraging invest.ment capita.l" 

It is a narrow inflexible base, inadequate for a modern 

society. There is only a given quantity of land ano increased 

taxation on that finite quantity of land will sooner Ci:r: 

later become confiscatoryo 

This anomalous tax struct.ure rooted in yt:steryear has 

engendered a crazy quilt patchwork of taxes 8 t:::Y/"'·~.otions ~nd 

exemptions, such as, tax exempt governm= .. ,.t F-rOj•ec•ts o tc~x 

exempt quasi-governmental projects, like the Pc r.·t 1\.\S.t .. t.<>t·ity r 

exemptions for religious and charitable organiz~t.itT~!.s, t.c.x 

abatement for low-income housing and welfare plans like 

senior citizens 0 and veterans 0 exemptions being built in~o 

the property tax. 

The New Jersey situation is so unique and t.he pro:tlemE ~.c· 

severe as to demand bold, sweepir,g changes in OJ.r t.ax :.;t,r:· · ··t.'G,ro: 0 

Any solution involving broadbased taxeso t.o be c.ans.irL".!Ced 

seriously a must. be struct.ureo in sct·h a vav cL tc .~ r. iY 

ensure that property t.axes wilt be:- r·S:·:n.:. .~ ''":.suh." • ""·" ..,. 

Property tax levies on o local ba.sis r,a·r·:~ :· lc "::!1. • ·~o ·.)-: ,. 

cent in the last t.e~" yearso ··i:xrdc'ipcl le'ie::. in -~"'"'!:'>f;:J ;:..:, 
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school levies increased 171 per cent. Our goal is to remove 

all costs of public education and public welfare from the 

municipal budget. The first step could be to shift the 

cost of teachers• salaries to the State level. The advantages 

are obvious. It would relieve the property tax base, 

eliminate competition between school districts by salary, 

create Statewide bargaining with professional negotiators 

representing the State, remove the inadequacies of the 

present State Aid formula, and relate the right to mandate 

expenses with the responsibility to raise taxes. 

We would concurrently urge that steps be undertaken 

to complete the federalization of the public welfare program 

because this program has escalated beyond the ability of 

the property tax base to support it. 

The net effect of these changes would be to reduce the 

typical municipal budget by approximately one-half. 

With the property tax restructured and relegated to 

its legitimate role as an income source only for the support 

of vital municipal and county facilities, it would then 

become feasible to eliminate or significantly reduce the 

bewildering array of property tax exemptions. 

At a time when we are falling behind in new construction 

of vitally-needed housing, we offer a plan to conserve our 

existing housing stock and rehabilitate slum areas. 

We recommend consideration of a new system of assessing 

one- to four-family homes. Perhaps an illustration is the 

quickest way to explain this proposal. Visualize, if you 

will, three almost identical houses built about the same time, 

side by side. The dwelling in the center barely meets the 

minimum housing code. The left one is well maintained, 

freshly paint, grounds in beautiful shape, picket fence, etc • 

The house at the right has been "milked," owned by a slumlord 

and has been allowed to drift down the road of blight for 

years. 

Today the owner who has maintained his property pays 

the highest tax. The middle owner, who just complies with 
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the code, pays a lower tax, and the third owner, who has 

disregarded the law and allowed his place to become a 

shambles, pays the lowest taxa 

Our proposal recommends that assessors use the minimum 

housing code standard, exemplified by the middle house, as 

the base of assessing all three properties. 

We also recommend a tax incentive for rehabilitation 

which would establish a five-year moratorium on increased 

assessments due to improvements made to bring a property up 

to minimum property standardso 

In the interest of effecting further economies in 

government spending, we urge that your report contain 

proposals aimed at consolidation of duplicate services 

now being provided by various levels of government and 

consolidation of some school districts to a more economic 

size. 

In conclusion, we would like to voice our bitter dis­

illusionment with the distribution of the Sales Tax revenuesa 

which have made us sadder but wiser when it comes to 

expectations for property tax relief from new tax programs, 

I can assure you that if your recommendations are designed 

to reduce the demands on the property taxpayeru then the 

members of our Association will help to sell them Statewidea 

But if the recommendations of the Committee are for 

the implementation of a new tax which is not specifically 

dedicated to property tax relief, then our Association 

may be forced into providing the leadership for a taxpayers 0 

confrontation. Thank you very much. 

[The complete statement submitted by Mr. Scott 
had be found beginning on page 103 Aof this 
transcript.] 

MR. JOHNSON: Thank you, Mr. Scotto Are there questions? 

Mrs. Klein? 

MRS. KLEIN: Mr. Scott, you told us a lot that was 

wrong with the property tax and I am sure very few people 

could argue with your facts. What do you propose as the 

means of sUbstitution for a property tax which now runs 
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something like two billion dollars? 

MR. SCOTT: In the form of substitute revenues? 

MRSo KLEIN: You talk about removing school costs and 

welfare costs to the State level. 

MRo SCOTT: Right. 

MRSo KLEIN~ How do you propose to pay for them? 

MR. SCOTT: Welle the cost of the school salaries 

runs about $600 million, $594 million and change being the 

most current figures that we have. Our program or the 

thrust of our testimony is, I would think, one of emphasis 

and the point that I would like to leave with you first of all 

is that before we begin to explore alternate sources of revenue, 

we want to first impress upon you the necessity for getting 

a restructuring of the property tax to relieve it of the 

responsibility of this. Once we are assured that this will 

be done, then we will bend whatever resources we can bring 

to bear on helping you to find an alternate source of 

revenue. 

I understand an income tax as proposed at the New York 

rate would yield somewhere in the neighborhood of $300 million 

MRS. KLEIN: $800 million. 

MR. SCOTT: Well, $800 million. I had received a 

figure of $300 million. 

MR. JOHNSON: That is as it was proposed by Governor 

Hughes. 

MR. SCOTT: Well, there is presently $300 million roughly 

being applied in the form of State Aid to education now which 

could go into the equation to support teachers• salaries. 

I presume that we are invited to testify on the strength 

of our expertise in the field of real property taxation. 

There are glaring inequities in the present administration 

of property taxation. We are interested in relieving those 

inequities for the benefit of the over-all economy and 

development pattern of the State of New Jersey. Beyond that, 

we have some ideas on where these substitute revenues might 
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come from. But I am sure that you will elicit even more 

competent testimony than ours in that area. 

MRS. KLEIN: I think that those ideas are extremely 

important because it is easy to see the t.hings that are 

wrong with the tax structure" But how to find the solutions 

is really the problem. 

MR. SCOTT~ Mrs. Klein, believe me our testimony is 

meant in a constructive vein, but we have been down the 

road once with a broad-based tax which was sold on the 

basis of relieving local property taxes and it did not do 

that to a significant degree. 

MRSo KLEIN: That was the other thing I wanted to ask 

you - what you meant when you said you were disillusioned 

with the way the sales tax was distributed. 

MR. SCOTT: We were. 

MRS o KLEIN: Well, what do you mean? 

MR. SCOTT: Because the effect has not been to reduce 

the level of local property taxationo Many municipalities 

treated this as a windfall and used it for the creation of 

new capital structure which required on~going costs to staf.f o 

For instance, if they built a new school building or an 

addition to a school building, it cost. t.hem additional money 

to rna.intain that and to staff it wit.h teachers.. etc. It was 

a one-shot deal. 

MR. JOHNSON: Are you aware of how much the property 

tax produces in New Jersey? 

MRo SCOTT~ Yes. 

MRo JOHNSON: What is your understanding? 

MR. SCOTT~ Approximately $la7 billion" 

MR o JOHNSON: I thought it was more t,han that. 0 Are you 

aware of the growth rate? 

MRo SCOTT: Yes, I am. 

MR. JOHNSON: So substant.ial relief is a very vexing and 

a very enormous problem. 

MRo SCOTT~ Yes. But it is a question of where the a.rea 
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of greatest increase in cost has come. As I pointed out, 

the over-all increase in local property tax levies has been 

on the order of 136 per cent over the last ten years. But 

most of this has been in the area of school costs, for instance, 

which have increased 171 per cent in the last ten years. 

This is due in part to our increased prosperity, increased 

level of general education. The people of this State 

apparently are demanding more and better services, which is 

entirely proper. But we have a glass of water on the desk 

here. My thirst is continuous. The glass of water repre-

sents the property tax base. The property in this State is 

a finite entity. We can only tax it up to a certain point; 

whereas income is theoretically infinite. 

MR. JOHNSON: Any other questions? Counsel? 

MR. MILLER: Mr. Scott, your last observation perhaps 

anticipated my question. Your proposal leaves real estate 

subject to some taxation. 

MR. SCOTT: That 8 s correct. 

MR. MILLER: The question is: In the judgment of your 

Association is there a defined annual rate of taxation that 

real estate can stand as compared with what it is now subject 

to? 

MR. SCOTT: I am not prepared to give you testimony on 

that. I would be glad to solicit the views of our Association. 

MR. MILLER: In other words, what tax rate wouldn't 

be too high? 

MR. SCOTT: Well, the thrust of our proposal would be 

to reduce local levies by approximately one-half. We feel 

that this is structurally self-limitingandthat the burden 

of certain areas of expense, and indeed the ones that are 

most rapidly es-calating, be shifted to areas which rely 

on a broad-based tax which has a greater resiliency, a 

greater ability to grow and absorb the increased demands for 

services. 

I can't give you a specific formula number at this 

point, whether there is indeed even a consensus in our 
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Association as to what is a tolerable level of taxation. 

We do know that it is too high right now and that the 

damages are self evident at the present level, 

Certainly there are tremendous divergencies over the 

567 municipalities within the State. In some it might 

conceivably be construed to be too low. But those that are 

bearing the heavier load are bearing an awesome load. 

MR. MILLER: We have a chart up there which shows how 

they spread. You don't have any suggestion as to what 

point they are not excessive. 

MR. SCOTT: No, sir, I do not. 

MR. MILLER: I have another question, Mr. Chairman. 

MR. JOHNSON: I was just going to ask this, if I may: 

Your answer suggests that you feel there are properly 

selected services which the property tax should support. 

Is that so? 

MR. SCOTT: Yes, sir. 

MR. JOHNSON: Could you relate those? 

MR. SCOTT: Yes. The property tax should properly, 

in our opinion, support local services, such as police 

and fire protection, sanitation workers, the support of the 

courts, the support of county bridges and highways and tunnels, 

etc. Those items which are construed to be .in the area 

of more social benefits - and this is an inprecise term, I 

realize - are ones that we believe should be shift.ed off the 

property tax. We then propose that there would be a levelling 

once the property tax is relegated to a proper role of 

supporting local services and then there can be an elimination 

or reduction of the exemptions which have chopped up the 

property tax base to the point that it has been now. .For 

instance, there is no reason why the Port Authority could 

not pay a tax rate that would provide support. for the local 

police and fire protection that are essential to the oper­

ation of its facilities or for feeder roads through the 

county. 

As you know, there are many philanthropic, religious 
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and charitable organizations which have voluntarily paid 

a portion of the property tax for support of local services, 

but they didn°t feel that it was incumbent upon them to 

support school costs. And I think that this has been 

recognized by several legislators who have proposed bills 

to shift the burden of the property tax back to proper 

local services and lay on the State the cost of supporting 

education. 

MR a JOHNSON: Thank you. 

MRo MILLER: To get to the proposal that you have made 

with respect to the taxation of owner-occupied dwellings, 

if I understood it correctly, the assessor would be directed 

to place a value on a dwelling at what it would be worth 

if it were at a standard level of improvement. 

MR. SCOTT: That is correct. 

MRo MILLER: I assume that what you meant in proposing 

this was that it would help ·.to alleviate slum conditions. 

MR. SCOTT: Correct. 

MRo MILLER: Suppose you have an owner who has a 

very badly rundown property because he cannot afford to 

improve it. Would you still put a value on his property 

at the standard rate even though he doesn°t have such a 

property? 

MR. SCOTT: As a practical matter, Dr. Miller, we feel 

that this should be phased in over a ten-year period. In 

the time space allotted to us, it was impossible to go into 

the details of this. I just wanted to get the concept 

across. Naturally with the scope of neglected properties, 

the great number of them that exist today in your inner­

city areas and indeed even in some of your suburban areas, 

it is quite possible that if this were enacted immediately, 

it would throw many properties into foreclosure and dump 

them back into the hands of the municipality. 

What we propose is that during an interim period, 

something be implemented along the lines of the rehabilitation 

incentive program that was contained in, I believe, Bill A 56 
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introduced last year, which provided .for a five~year 

morat~or.ium on increased assessment. due t.o improvements ma.de 

to bring a property up to minimum st.andard so So t.hat slum 

dwelLing, for lack of a better word, wo;Jld not. pay any 

additiom'tl tax for the time being except. as t.he general 

t.ax rate increaseda But the assessment would not. be i:nc.reosed 

for these improvements as they were inst.alled o P. . .ryj this 

would also ent~~dl, in.cident.ally, a more rigorm.ls en..forcement. 

of our building and housing codes which need some t.mlghening 

upo This ten~yea.r conversion period would prcrW'ide ~ime 

to implement this and t.o allow t.he effect.s of this rehabil 

tat ion program to take place. Then by 1980 5 we woulci have 

completely phased in a standard of assessment so t.hat we 

wouldn ° t penalize the propert~y owner who t.ook pride in his 

property and went out of his way to make a show plac.e of 

his borneo 

MR o MILLER~ I int.erpret this to apply only t.o t.he 

owner~occupied dwelling that. rroay be one to four fa.milies 0 

MR o SCOTT~ One t.o four families, but not nece:ssarily 

owner=occupied because man:y of t.he slumlord properties 

are not:" owner~occ.upied" Most. of them are not o 

MRo MILLERg Whato suggestior:.s do you ha\le that would 

relate t.o apa.rtment houses or commercial or ind; .... eti1al 

property which in t.he a.reas yot; are talking abod,':. proba.bly 

are just. as important i.f not more important in the tax base? 

MRo SCOTT g None other than an allevia.t.icn of the 

general tax base by a shifting of the burden of school costs 

and assistance to the State level" 

MRSo KLEIN 

please? 

MRo JOHNSON 

MRS o KLEIN When you speak o.f shifting the bu.rdens 

o.f the school cost to the State level, how wo~ld school 

budget.s be set? Would all s,r~hools be flna.nced on a.n equa"l 

level, on a per pupil basis? Would the local commur.it~Y tlav,r:; 
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an option to raise further taxes in order to increase 

school expenditures or just how would it work? 

MR. SCOTT: The local community would still bear the 

responsibility for supporting the physical plant for the 

school and also for some additional services that wouldn't 

fall within the purview of teachers' salaries and their 

budget would be set as it always has been. 

We haven't gone into the administrative details as 

to how the State would actually allocate this. But it seems 

to me that it would be much simpler than the present State 

Aid formula which is based on sales analysis and is vulnerable 

to error, to inclusion of only favorable sales. It is 

vulnerable to legislative tampering to favor certain com­

munities, etc. It is probabl~ that it would be set up on 

some sort of direct relation to the number of pupils in a 

school district. So many pupils require so many teachers 

and the State teachers' salary scale is such and such. 

MRS. KLEIN: You would have a State teachers' salary 

scale? 

MR. SCOTT: Yes, ma'am. We feel that this would go 

a long way toward reducing the inequities due to accident of 

birth where some school districts are unable, because they 

are poorer districts, to offer quality instruction or indeed 

some instruction at all because they can't afford it by 

virtue of the competition between districts for salary. 

Of course, with negotiations on a school district by school 

district basis, there can be strikes and sanctions and so 

forth and so on, which are injurious to the education of 

the child in our opinion. 

MRS. KLEIN: So you would have so many pupils per 

teacher determined by the State and the salary scale set 

by the State and then that money would be spent on school 

teachers, period. 

MR. SCOTT : Yes , rna 1 am. 

MRS. KLEIN: And all the other expenses would be borne 

by the local property tax? 
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MRo SCOTT~ That 0 s correct. 

MRS. KLEIN: So it wouldn°t be the current cost of 

education~ it would be just the teachers 0 salaries. 

MR. SCOTT~ The $600 million which is teachers 0 salaries, 

yes, the figure that I used beforeo 

MRSo KLEIN; That is the figure? 

MR. SCOTT~ That is the figure from the 18th Annual Report 

of the Commissioner of Education. 

MRSo KLEIN: Do you think if there was a fairer 

apportionment of teachers per pupil throughout the State 

that that figure would rise? 

MR. SCOTT: Possibly so. 

MR. JOHNSON: Any further questions? 

MR. MILLER: In connection with the use of the sales 

tax money, you intimated that you didn°t get tax relief 

because the local authorities didn°t use it for that purpose. 

MR. SCOTT: Yes, sir. 

MR. MILLER; How would you propose to assure the 

avoidance of the same consequence with your proposal? 

MR. SCOTT: Well, the municipal budget would still be 

subject to review by t.he Local Property Tax Bureau of the 

State and the ultimate check on it, of course, would be 

the ballot; imperfect as it may be, it is still the best 

system that we have. 

MR. MILLER: We have that now. 

MRo SCOTT: Yes. But you don°t have the impetus to 

these rapid escalations of cost and you don°t have the 

district by district competition for teachers that create 

a momentum to the rapidly increasing costs of schooling. 

A school district or a municipal district could decide that 

it wanted to go into a very elaborate school building with 

exotic sports fields, etc., but that is something I guess we 

can 6 t ever completely eliminate. 

MR. JOHNSON: Mr. Haines? 

MRo HAINES~ Mr. Scott, I was interested in your comments 

about the present sales ratio study analysis. Do you have 
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a suggestion to replace it or improve it in any way? 

MRe SCOTT: Yes. We would eliminate it by virtue of 

our program. 

MR. HAINES: What would you use in place of it? 

MR. SCOTT: We would have direct state payment of 

teachers• salaries in place of the other forms of State Aid. 

That $300 million roughly that goes to State Aid would go 

directly into the teachers 9 pay checks. 

MR. JOHNSON: Mr. Mowery? 

MR. MOWERY: Mr. Miller has raised the question I was 

going to raise. 

MR. JOHNSON: Are there further questions? [No response.] 

Thank you, Mr. Scott. 

MR. SCOTT: Thank you. 

MR. JOHNSON: Our next witness is Mr. Robert V. Goordman, 

who is speaking for the Group for Repeal of Inequitable 

Taxation. Mr. Goordman is from Hackettstown. 

R 0 B E R T V. G 0 0 R D MAN: Our group is called 

GRIT, the Group for Repeal of Inequitable Taxation. 

Our group is currently proposing that the system of 

property taxation be repealed and replaced by a system of 

income taxation. 

We feel that the property tax system is regressive, 

illogical, and unfair. In addition we feel that this form 

of taxation is tantamount to a trespass on one's title to 

real property and as such is perhaps unconstitutional 

In the following we assert same of our objections to 

property taxation. The categories of objection are: Human­

itarian, Conservation, Legal, and Sociological. 

These aspects are probably foremost in the minds of 

the majority of people when thinking about property taxation. 

Humanitarian Aspect. 

Property taxes are a heavy and unfair burden on 

retired, widowed, disabled, and other homeowners, who are 

suddenly faced with a drastic reduction of income. 
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Conservation Aspect 

Property taxes, even when the rate seems low, have the 

effect of forcing the owner of woodlands to sell to developers 

of industry and housing. 

In New Jersey, the average 1970 tax rate is about 

$3o50 per hundred dollars of 100 per cent assessed value. 

Assuming typical values of $500 to $1000 an acre for rural 

area woodlands, the result is shocking. The owner of 100 

acres of woodlands has to pay an annual tax of $1,750 to 

$3,500. 

The owner of 100 acres of woodlands in urban fringes 

or suburban areas is assessed at closer to $5,000 an acre 

for an annual tax of about $17,000. 

Woodlands do not send children to school, do not 

cause noise, do not pollute the air and water, do not demand 

municipal services, and they are absolutely essential to 

our physical and mental health. 

So then, why tax woodlands? 

Legal and Sociological Aspects 

Technically speaking, the property tax is tantamount 

to confiscation since every n years the tax collector receives 

an amount equal to the full market or principal value of 

the property. We call this period "n~', the Virtual Confis­

cation Period: the True Confiscation Period is shorter 

because of interest considerations. More explicitly, 11 n 6', 

the Virtual Confiscation Period, is equal to the Market or 

Principal Value of the Property divided by the Yearly Property 

Tax, equal to 1 over the Real Tax Rate. 

In Newark, New Jersey, where the tax rat.e - and my 

figures differ from yours ~ is $8.44 per hundred dollars of 

real value for 1970, the Virtual Confiscation Period is 

11.8 years. Newark Council President Louis Turco has fore­

cast a 1971 tax rate of $13.53 per hundred dollars of real 

value, which means a Virtual Confiscation Period of 7.4 years. 

Confiscatory taxes discourage owners from making 
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improvements. When the Confiscation Period becomes short 

enough, the property loses all sales value and owners desert 

the property, thus encouraging slum growth and urban blight. 

In addition, the poor are denied the opportunity of 

buying decent housing since the qualifying salary for a 

home mortgage is based upon the ability to meet monthly 

payments of real property taxes in addition to payments for 

interest, principal, and insurance. 

Constitutionally speaking, it is probably forbidden 

for government to punish one for being poor just as it is 

probably forbidden for government to reward one for being 

rich. In other words, government has to be rather neutral 

toward a person's wealth. 

However, the Federal income tax deduction for property 

taxes does in fact punish the poor and reward the rich. 

That is, the higher one's income, the greater is the amount 

that one can effectively transfer from the Federal govern­

ment to one's local government for a given property tax. 

If all municipalities had the same distribution of 

income levels, there would be no relative inequity. However, 

the higher income earners tend to settle in municipalities 

separate from the lower income earners and therein lies an 

inequity. 

In addition, there is the trespass nature of the 

property tax system. For example, a municipality levying a 

tax on one 8 s possessions and then threatening to dispossess 

one for failure to pay that tax is to us tantamount to a 

virtual trespass on one's title to property. It becomes 

actual trespass when that threat is carried out. That is, 

municipal governments act as virtual landlords in complete 

disregard for one's title to property. 

Sununary 

We believe that the complete repeal of property taxation 

and its replacement with a state income tax will: 

1. Result in a better standard of living for retired, 

disabled, and widowed homeowners. 
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2. Promote conservation of woodlands, marshlands, and 

farmlands. 

3. Guarantee uniformity of education and government 

throughout New Jersey. 

4. Reduce the pressure for attracting industrial 

ratables, thereby reducing future aid and water pollution" 

5. Restore the dignity of the word 0'title 1' to the 

possessor of a deed in fee simple and by so doing, restore 

one of man ° s basic rights to independence; that is, fl'A 

man ° s horne is his castle'' and as such constitutes a refuge 

or retreat from the tyranny of government. 

Thank you. 

MR. JOHNSON; Any questions? [No response.] 

Thank you, Mr. Goordman. 

MR. GOORDMAN: Thank you. 

MR. JOHNSON: Our next witness is Rabbi Albert B. 

Schwartz of Perth Amboy, speaking for the Rabbinical Council 

of New Jersey. Is Rabbi Schwartz in the room? [No response.] 

Next is Mr. Arthur L. Reuben of Somerville, speaking 

for the New Jersey County Planners Association. 

ARTHUR R E U B E N: I am Arthur L. Reuben, 

representing the County Planners Association as Chairman 

of its Tax Conunittee. I am employed as Assistant Director 

of the Somerset County Planning Board, member of the American 

Institute of Planners and American Economics Association. 

I will not attempt to read this statement or go into 

great detail on it because it is a lengthy statement. I 

will just make a brief presentation in regard to our thinking 

respecting it. 

There is universal agreement, I think, that the property 

tax as administered in the State of New Jersey distorts 

our land development pattern. It creates blight. It 

creates sprawl. Also there is universal agreement among 

urban planners that this is accurate. You don°t often find 

professions that will come to total agreement about one 
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particular aspect of their profession. Engineers will 
often dispute whether a bridge is necessary or how it 

should be designed. But I think there is no disagreement 

among urban planners that the present property tax system 

is very inequitable and very productive of our present 

blight in the urban centers and sprawl through the suburban 

areas. 

This system of land development that we now have is 
working, but working very poorly. It is working because 

there are certain economic forces that enable it to work 

and because there are certain Good Samaritan officials. 

In many cases the responsibility for its breakdown is placed 
upon these municipal officials. But I would suggest that 

the framework in which the municipal official works is 

such that he cannot help but implement a system that is 

going to be discriminatory toward residential development 

and toward people in general. 

The economic consequences of this system are that we 

produce an environment that is totally unable to meet the 

needs of the people. This is particularly true in regard 

to the need for housing now. I believe that our Governor 

has stressed that we need 120,000 housing units a year and 

we are producing roughly 40,000 housing units a year. 

The social consequences of such inability to meet the 

housing needs of the people is that we are straining the 
social fabric of our system to a degree that this system 
must be modified or there will be a recurrence of disruptions 

within the social fabric of our system. 
It also has removed one of the most important things 

that has always been the hope of the American people, and 

that is the hope of a decent horne, and particularly for the 

young people, black people and anyone actually below the 

median income level in the State of New Jersey. 

The proposal provides that there should be a benefit 

for housing development in the State of New Jersey, that the 

municipality as a whole would benefit when residential 
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development took place. This would be keyed to the 

educational tax that the system levies upon property taxes 

in the various municipalitieso The State would pay an 
0"in lieufil amount of revenue to each municipality as new 

development took place o Also, a.reas where there were 

improvements in existing residential structure, there would be 

compensat.ion to the municipality. In this case" because of the 

sharp need for something to be done in these blighted areas, 

the local property owner would also be relieved of the 

burden of paying the assessment increase for his improvement." 

This system would not require a great deal of money 

in the first years. It would perhaps require a.s much as 

$30 million in the first year of its administration" How= 

ever, in subsequent years, it would require sUbstantial 

amounts of money. I don°t think any system which has a 

major effect on the property tax system in the State of 

New Jersey can really modify this system wit.hout eventually 

costing substantial amounts of money .from other sources. 

We have suggested that.the other sources, in this case, 

could readily be a share of the Federal revenue because 

the Federal revenues increase at a rate of approximately 

10 per cent a year and they relate to local and State revenues 

at about two to one. The Federal revenue structure has 

a built=in inflationary factor which is further induced 

by the Federal government 0 s inflationary act.ivit.ies, which 

tend to balance their budget, but tend to also put in imbalance 

State and local budget.s o 

We recognize in due time that this may not come abouto 

that the present Nixon suggestion for revenue sharing may 

not be passed by Congress" In that, event o it would seem 

probable that the only source would be a broad=based tax, 

personal or income, in the State of New Jersey" 

I would like to stress what it will not doo It will 

not solve the problems of the urban citires o I ·think only 

massive Federal funds will do thiso 

It will not produce excellent environmental design" But 
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it will allow the municipality to evaluate residential and 

other development proposals in terms that are not purely 

fiscal and thus will enable planners and others to concentrate 

on the question of urban design. 

I would like to stress in closing that the proposal 

that we have presented is not a proposal that we are tied 

to in every detail. We have a proposal here, for instance, 

that three-bedroom structures should be given a 25 per cent 

increment over the structures with less than three bedrooms. 

Such an increment could be changed. This was evaluated 

against exactly the kind of results that we wanted to produce. 

What we are trying to do is emphasize as urban planners 

and as county planners that the present system of property 

taxation is very deleterious in its impact on the land 

development pattern in the State of New Jersey. 

[Proposal submitted by Mr. Reuben can be 
found starting on page 117 A of this 
transcript.] 

MR. JOHNSON: Thank you. Are there questions? 

MR. MILLER: Mr. Reuben, have the planners estimated 

how much this proposal would cost? 

MR. REUBEN: Yes. We have estimated that if the 

proposal were enacted in 1971 with an increase of 50 per cent 

in residential construction over the year 1969, this would 

cost the State $30 million. I would like to state further 

though that this would continue to be a cost to the State in 

subsequent years. Thus, as the years went by, the cost 

of the proposal would tend to increase with each passing 

year. It would be $30 million in the first year. That 

$30 million would carry on for a period of 30 years before 

tapering off and also other residential development would 

then meet the requirements of this proposal and thereby a 

subsidy would be paid from the State • 

MR. MILLER: I don't know how you got the $30 million, 

but let's assume you did the best way you could. Am I 

correct that none of the $30 million would go to any mun­

icipality that didn't have any new construction? 
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MR. REUBEN: This is correct. 

MR. MILLER: And the more new construction you would 

have, the more money you would get. 

MR. REUBEN: This is correct. 

MR. MILLER: It wouldn°t matter in your proposal 

whether this new construction was geared to what might be 

called a high income class or low income or moderate; 

they would all get the same benefit. Is that correct? 

MR. REUBEN: Well, the program does cut off what I 

think are luxury units. The top 10 per cent of the units 

would be cut off. 

MR 0 MILLER: Only in cost. But if you are able to 

build at the 80th percentile, your project would qualify. 

MR. REUBEN: This is correct - right. 

MR. MILLER: The individual owner wouldn°t get any 

direct benefit, but the municipality would get the benefit, 

is that right? 

MR. REUBEN: The municipality would get the benefit 

definitely. It would tend to compensate the municipality for 

the burden that the municipality has to carry in relation 

to the educational costs, being tied to the educational 

costs. This appears to be where the most significant problem 

is in relation to trying to get residential development in 

the State of New Jersey. We have also found that many 

municipalities in trying to evade the problem of taxes have 

zoned for large lots, thereby they are getting five-bedroom 

houses on large lots and subsequently they are meeting the 

same problems that other municipalities are that are building 

structures of a lesser cost. 

MR. MILLER: Well, wouldn 3 t the program from a planning 

standpoint tend to divert land to uses which would qualify 

and yet might not be ideal for any particular community? 

In other words, build units of less than three bedrooms at 

a unit cost no greater than the 80th percentile and the 

community gets more State aid. Therefore, the community should 

encourage such building in its own interest and discourage 
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perhaps other types of land use. Wouldn 9 t that be the 

effect of it? 

MR. REUBEN: I don•t think any system is going to work 

perfectly. But the market place now is such that municipalities 

are only willing to encourage industrial and commercial 

development. This tends to put residential development on 

a more equal level within the market place, thus providing 

a chance for the municipalities to evaluate their land use 

plan without the tremendous burden that residential develop­

ment provides. 

MR. MILLER: How would that help the typical bedroom 

community which is fairly well built up and isn 9 t getting 

any substantial amount of new annual increment? They 

wouldn't get much aid or any aid. 

MR. REUBEN: The tendency in many of the older com­

munities is that they would certainly get aid where there 

were improvements to the structures of the buildings and 

many of the smaller communities that have already developed 

do not have the school problems that the other communities 

have. 

MR. JOHNSON: Any other questions? Mrs. Klein? 

MRS. KLEIN: I did send you a couple of questions, 

Mr. Reuben. I haven't received the answers yet. One of 

them was: This would benefit those communities who spent 

the highest proportion of their taxes on schools. Is that 

right? 

MR. REUBEN: I think this is true. It would also 

encourage communities that now do not spend as much on 

schools to perhaps spend more. In other words, there are 

communities now that are one-fifth the population of Paterson 

that are spending as much on education as the City of 

Paterson is spending. Many of the older cities are not 

spending a significant amount of money on educational needs. 

MRS. KLEIN: But isn't that because they have so many 

other costs that there aren 9 t enough tax dollars? 

MR. REUBEN: Their sense of priorities is that education 
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is not as important as some of the other costs. That is 

correct. 

Now the State in giving the business personal tax to the 

municipality and taking it out of the tax rolls remove this 

from the educational tax rolls. In a sense this proposal 

would provide a balance of that. 

MRS~ KLEIN: The other question I had was whether there 

was enough incentive aid in this proposal to rearry make it 

worthwhile for communities to encourage larger families" 

Do you think that there is? 

MR. REUBEN: I think there is now a production of 40,000 

and there has been a higher production of 60,000 homes 

per year in the State of New Jersey over the past. years. I 

think that there is enough incentive here to encourage commun­

ities to respond to residential development proposals. 

MR. JOHNSON: Any further questions? [No response.] 

Thank you, Mr. Reuben. 

Our next witness is Mrs. Betty Little of Basking Ridge, 

speaking for Citizens for Conservation. 

B E T T Y LIT T L.E: I cannot refrain from beginning 

my remarks by saying that I admire your charts up here 

which amply demonstrate something I think you will soon be 

finding out if you don ° t. already know and that is that with 

a rising population we can expect an even greater increase 

in municipal revenues -- expenditures by their nature. I will be 

glad to comment on that after my init.ia.l presentation. I 

did try to stick to the property tax. Marginal costs 

for the State can be expected to rise sharply, more sharply 

than rna.rginal revenues, as we allow more people in t.he Stat.e" 

By their nature, they do that. 

My name is Betty A. Little. I am coordinator for 

Citizens for Conservation - Bernards Township. we are concerned 

with the total environment as well as our own Township" I a.m 

an environmental economist, a member of the American Economic 

Association, with twenty years experience in economics and 
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business including seven teaching finance at Fairleigh 
,. 

Dickinson University, Madison, and a year in conserva-

tion. 

New Jersey is in a state of environmental crisis. 

Our air and water are polluted, our highways overcrowded, 

our parks under stress, and our educational facilities 

inadequate. There are riots in the cities and drugs in 

the suburbs. There is a need now for a vast reordering 

of concepts and priorities if we are to meet this crisis. 

The review of the property tax at this time in 

relation to all ~ources of government revenue and in 
\ 

relation to all forms of government expenditure is vital 

to such changes. It may be that the property tax is the 

key factor in restoring our environment. 

The property tax was not written to protect the 

environment or encourage wise use of resources, but in 

revising the tax law we urge you to set this as a 
I 
primary goal, which was set by President Nixon as recently 

as August 1970 in an address to the Congress in which he 

said: 

"Throughout our history, our greatest resources 

has been our land-forests and plains, mountains and 

marshlands, rivers and lakes. Our land has sustained us. 

It has given us a love of freedom, a sense of security, 

and courage to test the unknown •• o. Today, we are coming 

to realize that our land is finite while our population 

is growing. The uses to which our generation puts the 

land can either expand or severely limit the choices our 
' 

children will have." 

Let us be guided by the experiences of the people 

of Great Britain, who now find themselves having to place 

multiple demands on their land. How long the land can 

sustain such heavy useage is unknown and highly questionable • 

I am now in correspondence with about fourteen 

prominent economists across the country in an effort to 

develop new concepts and new data for the study of 
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environmental economics, wh.ich has as its goal 

"8protection of the environmento"" In Jun.ef I visited 

Columbia University to discuss these concept.s with tax= 

theoristo Professor Carl Shoup, and international economisto 

Professor William Vickery. I studied under both of them 

at Columbia when I did tax work thereo 

It became quickly evident that little data existed 

on the impact of property taxes on environmental decisionso 

The indication was, however, that if t.he tax were a 

significant part of total expenditure relating to a property 

and if the sociological and psychological implications of 

the property tax were significant, then the tax might be 

used as one of a number of means to protect the environmento 

I think both of these conditions now exist in New Jerseye 

We must set up guidelines for environmental 

assessment for such lands as wetlands, flood plains, forests, 

and urban areas. Wetlands, flocd plains, and forests have 

intangible benefit factors never considered before in the 

evaluation of lando They provide air and water pollut,ion 

abatement, natural flood control, recreational values, open 

space to relieve population tensions, fish and wildlife 

habitat, and they are important in t.he preservation of the 

quality of living index in this Stateo The use of these 

lands should be restricted for the general goodu and the 

tax assessment should reflect this. 

Alsou guidelines should be formulated to encourage 

the rehabilitation of our citieso For example 0 let us 

establish a five-year restroation and rehabilitation program 

for the inner city, which would levy a property tax on t.he 

land onlyuand not on the imporvementse in certain designated 

areaso In the long run we would find it more economical 

to encourage this restoration because the services already 

exist or could easily be expanded within t,he cityo This 

should be more desirable on a statewide level t.han t,he 

unsupervised, unplanned urban sprawl which is developing 

30 

• 

• 

• 

• 



today in rural areas and marshes and wetlands throughout 

the State. Of course, the tax on property value only is 

but one element in the entire five-year program. 

The solutions to our environmental crisis will be 

slow in coming: however, we must begin so that we cqn halt 

the advance of the deterioration of not only our environ­

ment but also of our economy, for pollutants know no 

boundary, and the wise use of property taxes "can help 

institut new land use practices, which is but one 

factor toward cleaning up our environment. 

MR. JOHNSON: Thank you. 

I would like to go back to the happy note, if I 

understood you correctly, - the happy note on which you 

started out. Didn't you say that our revenues.were going 

to increase more rapidly than our costs? 

MRS. LITTLE: No. You 1 re kind of backwards on 

that. There is considerable evidence - several of the men 

in California, at the University of California, have been 

doing a system's approach analysis to total man needs, 

which include some studies of the cost of government in 

relation to the revenue of government. And the costs of 

government rise more than in proportion to population. 

So, if we get 12,000 people in here every year, each one 

of those people will cost more than the average of the 

people who are here in this Statee Not simply because of 

inflation, although we might expect that, - in other words, 

if everybody in our school system now costs us $1,000 to 

educate, the next man in may be $1,010, and the next man 

in may be $1,020. And the tendency here is for marginal 

that is, the last piece of revenue to be going up on an 

even basis and marginal costs are your last costs for your 

last man to rise much more rapidly, not only because of 

inflation but also because of the nature of the service 

itselfo It takes more policemen to police a larger group 

of people. And since we rely on services there is no benefit 

to mass production. You can make more cars more cheaply 
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but you cannot provide more police services more cheaplyo 

So I think as long as your population is rising" w~ are 
I 

facing a proposition here where when we can't. control the 

population, we're going to be facing increasing costs in 

the Stateo 

MR. JOHNSON~ Questions? 

MRo MOWERY: Mrso Little 8 what certain designated 
\ 

areas are you suggesting we would tax only the land? 

MRS o LITTLE~ Well~ I think cert.ainly the 

rehabilitation of Newark could be helped ~ now this is not 

the only thing. As a matter of fact, the reading I've been 

doing about Newark seems to indicate that Mr. Gibson 

himself has this in mind, that if he taxes only the land 

in the areas in which he wishes to rehabilitate 8 there 

are now 100 pieces of property a day being abandoned in 

Newark- if he would say to any builder who comes.ino we 

will tax you only on the land, not on any building you 

put on it, for a period of five years, apparently it would 

be at least an incentive for people to come ino Now, the 

reason I say this is because the builders themselves have 

asked for this kind of help and they are coming in with HUD 

money and Federal money but it isn't quite enough t~o 

encourage them to come in o Now, he's doing a ·tremendous job 

in Newarko I was there last. week for the Taxpayers Meeting 

and I think it looks beautifulu but he needs that kind of 

help and we should be helping tc restore a cityo We could 

use a little of this in Trentono As I passed through today 9 

I noticed thato 

As far as the wetlands go, one of the problems we're 

having with protecting our wetlands - and I'm sure you're 

all aware that A-505 is still sitting on the Governor's 

desk unsigned - one of the problems here is that we are taking 

something away from those people or they feel that we're 

taking something away from themo And I think part of this is 

because as wetlands they contribute to the general good ando 
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therefore, they ought to be taxed in this manner. If someone 

puts a building on them which is a detriment to our environ­

ment, then I think we should tax them very heavily for doing 

this kind of thing because they are contributing to air and 

water pollution and it•s not a desirable function. 

MR. JOHNSON: In your program for environmental 

assessment, I presume you 1 re referring only to, obviously, 

privately owned properties, right? 

MRS. LITTLE: Well, I think if these properties are 

held for the general good, the general public should be paying 

for them, which is a negative tax. 

MR. JOHNSON: Well, my next question was that. WoUld 

these privately held properties have to be made available 

for public use? 

MRS. LITTLE: Well, one of the thoughts that I have 

I 1 m involved with the Passaic River Coalition, which is trying 

to work on an environmental solution for the Passaic Basin. 

One of the things which would help us there very much is 

if industry would give conservation easements along the river. 

Now, if they are going to give up the right to property 

along the river, - and I 1 ve actually been in and talked to 

companies that are planning to build along the river about 

this - if they give conservation easements, which would mean 

the right for the public to use that land under certain 

circumstances for hiking, perhaps, or boating, fishing, you 

cannot tax these people fully on that particular piece of 

land. And it is to the general good, for pollution 

abatement and recreational value, that we do protect our 

waterways in this ,fashion. 

MR. JOHNSON: You•re talking in terms of public use, 

not just open space. 

MRS. LITTLE: That•s right. This is a kind of in 

between. In other words, the man still has some rights over 

the land but not all rights over the land and, therefore, 

he shouldn 1 t have to pay a full tax on it. It seems to me, 

in some respects, that this is the only way we are going to 
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get away from the economic pressures which force these 

companies to go right up to the edge of the rivera And 

there is no way t.ha t we can protect our wat.er Stlpply in 

New Jersey if we cannot somehow get~ this s crt of easement.o 

MRo JOHNSON~ Thank youo 

There has been some indicaLion t.ha+: members of thE:' 

audience might like to question the witnesseso I am afraid 

we will have to reserve that part of our discussion un 1 

we have heard every one who wants to be heard and +:hen we 

will come back and provide an opportunity possibly fer an 

exchange a 

Counsel admonishes me t~hat you are supposed t.o put 

your questions in writing and then we will pose the questions 

through the Committeeo 

Questions? 

MRSo KLEIN~ Mrso Little, do you visualize some kind 

of a State land use plan to go along with this? 

MRSo LITI'LE: Well, you know, I think t.he t.rouble 

with government is having anything really happen" and t.he 

more I 1 m working on this the more I seeo I was yesterday 

at the Clean Water Council Board Meeting and I had the feeling 

there that that as why they 1 re discouraged because not.hing 

ever happenso 

I think you can use your t.ax law to make t.hings, that. 

you desire to happeng happeno And I t.hir,k this is very T.rue 

in the field of environmento We have difficulty in get.t.ing 

industry to comply with cur air and waLer pollution laws 

partly because of the policing, partly bec:tuse we have t~o go 

there and measure t.he wat.er pc.llutior; and t.he air pc11';•.ion 

in order t.o have it~ checked and then haul ,-J-:.em int.o co.,;rt and 

ito s a long process o I think we can use our c.ax .1.aws pos ive­

ly to encourage people to do the right thingo 

MRo MILLER~ Mrs o Little e I am in+;.rigued with the use 

of the tax law the way you sayo Bave you ary specific 

illustration? 

MRSo LITTLE~ You 0 re t.alking about. =all rigl:t, 
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pollution abatement equipment. Industry is fighting 

pollution abatement in the State of New Jersey. Let's 

take water, which is an area I know a lot about. The 

technology for water pollution abatement is expensive, 

it's changing very rapidly, and the standards are being 

upgraded almost overnight. I talked to Russell Train 

about this and he said, yes, we are going to get harder 

and tougher with this thing next year. 

So an individual company says, come and get me 

because it's cheaper for me to wait and to go to court and 

to pay my $500 fine than it is for me to put in the 

pollution abatement equipment and find out that there is 

new technology next year and you've raised the standards 

and I have to do it all over again. 

Now I think one way we could get it to happen is 

to give these people a write-off, maybe in the first year, 

just say on that basis you can write the whole thing off. 
I 

Now I haven't carried this through to land use and property 

yet but this is the kind of thing. I know industry's 

response is very positive on this kind of approach. I 

know it's positive on the conservation easements and I 
. " know it's positive on this pollution abatement. They think 

that this would be a way to solve their problem tooo 

MR. MILLER: Well, the assumption that a polluter 

gets by with a $500 fine and comes home and does it again, 

of course, I guess many polluters would contest, but that's 

not our subject today. 

MRS. LITTLE: We have to catch them first, too. 

MR. MILLER: The problem of a write-off which is a 

tax device, this is already available, I assume you know, 

both exemption from property tax and a rapid write-off from 

Federal income tax - five years, I believe, is the period. 

MRS. LITTLE: I think what we have to do is see if 

it's enough. 

MR. MILLER: Well, then, would not the public be 

paying for the waste treatment that each industry is required 
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to put in? 

MRS. LITTLE: Pardon? 

MR. MILLER: By giving tax abatement or tax 

exemption, the public is going to pay for that treatment, 

is it not? because the other taxpayers will have to carry 

the cost of government. 

MRS. LITTLE: Well, it's very hard to put it all at 

the door of industry. We're all driving automobiles made 

by General Motors so we should have paid for the pollution 

of that company when we bought out car. So I think this is 

the rationalization here. The products that are responsible 

for the original situation are now distributed so in our 

economy that I don't think there is any way of measuring. 

I think if we want this accomplished we are going to have 

to split the burden. 

MR. MILLER: The question is, how do we use the 

taxing power to achieve the goal that you've suggested. 

And you know this is difficult. 

MRS. LITTLE: Oh, I fully realize thato I think 

though in ~he matter of land it can be tremendously 
' ' 
important. 

MR. MILLER: One other thing you mention is that 

we should use environmental assessment in urban areaso 

What specifically did you have in mind in that connection? 

What could you do by way of the assessing process to deal 

with conservation or environmental matters in our major 

cities? 

MRS. LITTLE: Well, I think some of the people that 

have come before me have talked about this and I think this 

business that I was mentioning before where when a property 

has been run down so that we need it to be rejuvenated in 

order to save the cities, you don't tax that property so 

heavily that you discourage anybody from coming in and 

doing something with it. I think this indication that people 

are literally abandoning property in Newark bears this out. 

Perhaps that kind of property shouldn't even be taxed at allo 
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We want people to come back and build on it and any kind of 

incentive we can give them will help us. 

MR. JOHNSON: If it were not taxed at all, wouldn't 

that encourage the slumlord, as they have been characterized 

here this morning, to simply abandon the property temporarily, 

not use it, in other words, hoping that over the years 

it might appreciate in valueo 

MRS. LITTLE: Well, I think what you've got here is, 

you've got to have somewhat of a as I said, property 

tax is only one part of the answer. If we have Federal 

money coming into the area, you designate those properties 

th?t you wish to have restored. So it is more specific than 

that. It should be part of a total program of rehabilitatiOt"1 o 

Where you are rehabilitating your cities and using Federal 

and State funds to do this, a tax abatement might be t.he 

deciding factor in whether a builder was actually going to 

come in and buildo 

MRc JOHNSON: Other questiong? 

Mrs. Klein, did we get to you? 

MRS~ KLEIN: Well, I 1m just really interested in 

the second paragraph on page 2. You said: "The use of 

these lands should be restricted for the general good and 

the tax assessment should reflect this. " Now, what kind 

of guidelines do you have to decide this? 

MRSo LITTLE: Well, what you have to do is to set 

up a tax level for, say, wetlands. Now the person who 

has the wetlands - it•s very similar to the person who is 

given the conservation easement. If he keeps that in 

wetlands it is of general good to all of us. On Saturday 

I went over the wetlands that are under discussion in this 

505, and they are under two or three inches of water and 

they are in the Manasquan River, which is now used for 

fishing, boating, recreation, and the water leads directly 

out to public beaches which people use for swimming. Now 

all of that will not be feasible if the full development 

of the land is allowed. Don 1 t say that the man can•t build 
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part of what he wants but if he builds on all of those 

marshlands it's just inevitable that the pollutio~ even 

from the automobiles that will park i.n the parking lots, 

much less the septic tanks that will go under the houses 9 

is going to destroy the recreational value and the fishing 

habitat and the other amenities such as the fact that 

there is air cleansing that goes on in such areas. So 

~-hat if ).'OU tell a man that he must keep it in wet~lands, 

a.nd I think we 0 re going to have to do this -maybe not 

this bill but the next one - you have taken away part of 

his rights to the property and you cannot tax him on that 

same basis anymore. 

MRS. KLEIN: How are they taxed presently, do you 

know? 

!'-1RS ~ LITTLE: I haven u t a_ny idea but I know - I 

take it back, I think they are taxed on the sale valueo 

And some of that property is worth $10,000 an acre, under 

water~ As a matter of fact I know there, is property in 

the Hackensack Meadows, the same kind of property as this, 

$60,000 an acreo And that kind of evaluation on a property 

is right only if you are going to let the man build on it. 

MR .. HAINES~ Mrso Little, earlier you said 

wetlands should be taxed heavily? 

MRS. LITTLE: Taxed heavily if you begin to develop 

because then they are taking away from the general goodo 

MR. HAINES: BotJ-, the improvement and the land? 

MRS. LITTLE: Yes, I would think soa I hope we 

can stop some of that. 

l\1R. JOHNSON: Are there further quest~ions? 

Thank youu Mrso Littleo 

Our next witness is !tr~ Richard L. Solyoma Fort 

Lee, New Jerseyo 

You may proceedu l<.r o Solyomo 
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R I C H A R D L. S 0 L Y 0 M: Mro Chariman and 

members of the Committee. My name is Richard Solyom and 

I live in Fort Leeo I speak to you today in my capacity 

as a Trustee of the Federation of New Jersey Taxpayers. 

This is a statewide organization formed to coordinate the 

efforts of local taxpayer groups and give them a strong 

voice here in Trenton. 

Once a year our Board of Directors compiles a slate 

of tax related issues. This list is submitted to our 

members and it is their vote which determines the number one 

issue. The voting last year established the fact that 

"No State Income Tax" was the No. 1 issue.. The Noo 2 

issue was to eliminate excessive expenditure of public 

money for so-called"educational purposes ... Third most 

important in the minds of New Jersey taxpayers was 

,.Property Tax Reducation.,. 

These three issues are interrelated. 95% of all 

property taxes are levied by local governments and at 

least 50% of the property tax dollar is consumed by school 

budgets. High property taxes are a result of excessive 
.! 

government spending, and most of this excessive spending 

occurs within the educational system. Education has become 

the "sacred cow 11 of governments - whenever the politicians 

an~ bureaucrats want more money to play with they ask for 

it under the guise of "education,.. This is one of the 

arguments currently being used by the advocates of a 

State income tax. 

Ladies and gentlemen, it is our considered opinion 

that this Committee is wasting its time. It is addressing 

itself to the wrong problem. The problem is not "The 

property tax 11 but rather 11How do we stop the crazy governmert 

spending? 11 The answer lies, not in more taxation or in a 

refinement of present taxing methods, but in limiting 

government to its proper and necessary functions. 

This task force can take reams and reams of 

testimony on the environmental and ~conomic impact of the 
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property taxo It can list and catalogue all the property 

tax systemso It can investigate the Henry George and other 

land tax proposals and it can study the pros and cons of 

having properij:y tax rate limitations. None of this will 

solve the problem or benefit the taxpayero The only answer 

is to reduce government spendinge In brief, this Committee 

can study and recommend more exquisite ways to torture the 

taxpayer but the only way to help the taxpayer is to stop 

the crazy government spending. Stop unnecessary spending 

and you will end the need for high taxeso Limit government 

to its proper functions and the tax burden will be reduced 

to acceptable size. It is not a proper function of govern­

ment to subsidize the railroads. It is not a proper function 

of government to subsidize the bus lines. It is not a 

proper function of government to provide relief and welfare as 

a way to life to generation after generation of indigentso 

It is not a proper function of government to sponsor and 

recommend frivolous, non-essential subjects to be taught 

in our schoolso It is not a proper function of government 

to provide medical care for its citizense It is not the 

function of government to build houses for its citizense 

It is not the function of government to deny its citizens 

their self-respect or to encourage the '"something for 

nothing .. philosophyo 

There are only three basic proper functions of 

government and most students of government agree these are: 

lo Defense against foreign enemieso 

2o Maintenance of law and order within the 

territorial limits of the country or stateo 

3o Regulation of trade and commercee 

Human nature being what it iso there are always some 

individuals who will try to take advantage of their fellow 

man; therefore, a certain amount of regulation is necessary 

to keep such individuals in linee Other than this minimum 

of regulation 0 the proper function of government is to provide 
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a peaceful climate within which business and the individual 

may prosper to the best of their abilities. In other words, 

government should provide the climate within which the 

competitive free enterprise system can flourish. If 

government leaves its proper field of governing and enters 

the business world in competition:'with private business, then 

we are in for big trouble. Gov~tnment will need more money 

to engage in these non-governmerttal activities and only the 
,;I 

taxpayer can furnish this mon~y - hence higher taxes. The 

answer is to stop the crazy gqvernment spending. 

Here is a copy of the,' budget. It is 1 3/4" thick 

and it weighs 2 1/2 pounds. 'Now you cannot tell me there 

isn't a lot of excess fat in here. I'll bet if I put this 

in a frying pan it would sizzle like a rasher of bacon. I 

am sure this excess fat can be trimmed without injury to 

the proper functioning of our governmento Now please don't 

ask me 11 where shall we cut the budget? .. We, the people, 

elect our government officials and we expect them to provide 

us with the kind of government we want. It is ~heir job 

to do the trimming and provide us with an economical, 

honest government. If they don't, we can elect new ones. 

It is neither right nor proper that a private citizen be 

called upon to do their work for them by pointing out the 

excess fat. 

Every member of this Committee has received a copy 

of the Federation's statement in support of Assembly 

Concurrent Resolution No. 35, given here in Trenton, May 7, 

1969. Every member of this Committee has received a copy 

of the mini-book 11 Who is Pressing for More Taxing and 

Spending? .. by Dr. Emerson P. Schmidto I urge you to study 

these. The summary of Mr~ Alvin Burger's report contained 

in the Federation''~ statement gives positive proof of the 

utter futility of imposing a broad base tax in the expectation 

of reducing property taxes. The min-book gives positive 

proof that it is not the people who are clamoring for more 

government services but rather it is the politicians, 
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bureaucrats and special interest groups, as they seek ways 

to increase their own prestige and powero 

I urge the Committee to spend its time finding 

ways to reduce government expendituresa Please don 1 t waste 

your time devising more taxesa There is a tax revolt 

under way in this country todaya The taxpayers have had 

ito They will not stand for any more taxesa 

A cardinal principle in everything the Committee 

does must be to recognize the basic principle involveda 

That is - that all government expenditures are nonproductive 

overhead expense of an economy from an accounting standpoint, 

and must be held within due proportion to production and 

people 0 s income., 

In this connection,let me call your attention to a 

statement made last week in Newark by Mr., Co Wo Weinberger, 

Deputy Director, Ua So Office of Management and Budgeto He 

said: '"Just a few years ago we were devoting about 18% 

of the gross national product to government~ about 18% of 

everything that was earned or produced in this country went 

into taxation - federal, state or localo Last year, it was 

37%. Over a thirdo well over a third, of all of the timea 

activity, effort and productive ability of this country is 

going into government, into some form of governmental 

activity. If this projection continues - if this rate of 

increase continues - then before the year 2000, over half 

of our time will be devoted to governmental activity 

simply because enough of us didn°t protest and say we don°t 

want that done, we want to do it ourselves: we want to solve 

these problems without turning to government, without 

increasing not just government taxation but governmental 

power o 11 

I do not believe any member of this Committee wants 

to live in an economy in which 50% of the gross national 

product is consumed as non~productive overhead expense. 

Yet this is where we are headed unless we in New Jersey take 
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the opportunity offered and use the Tax Policy Committee 

as a means to restore fiscal sanity in government. 

In conclusion, let me give you just one quotation 

from New Jersey's own Woodrow Wilson who said: 
11 The history of liberty is the history of 

limitations of governmental power, not the increase of it. 11 

I thank you for the opportunity of being here today 

to express our views. 

MR. JOHNSON: Thank you, Mr. Solyom. You are 

aware that this citizens' task force is one of several, 

are you not? 

MRa SOLYOM: Yes, sir, I am. I am well aware of 

that, sir. 
MR. JOHNSON: And that its mission is sharply 

proscribed to looking at the property tax. 

MR. SOLYOM: So am I. 

MR. JOHNSON: And do you have any suggestions 

for us in this respect? 

MR. SOLYOM: As an alternative? 

MR. JOHNSON: No. I'm talking about any inequities 

in our present property tax. 

MR. SOLYOM: I believe that Task Force C will take up 

in great detail many alternative methods. 

MR. JOHNSON: Are there questions? Comments? 

Senator Sears? 

SENATOR SEARS: Mr. Solyom, I'm not a citizen 

member, as you probably know, and I have an interest that 

may go beyond the limited sphere of the impact of property 

tax and I'm interested in the views of your organization 

and in some of the points that you've made here. And I 

just would like to ask you a few ques.tions, if I may, 

because while you make the statement "please don't ask 

me where to cut spending, .. I might think that would be a 

fair question of any one who makes the charge that in fact 

too much money is being spent, there's fat in the budget, 

and all of the other things. But getting down to more 
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particulars, you isolate the functions of government 

into three areas and you seem to rule out a lot of things 

that government today does not only take an interest in 

but actively participates in, and I would just like to 

ask you about a couple of theme 

What, for example, does your organization think is 

government 1 s role insofar as providing educational 

facilities both at the secondary and higher level? 

MRo SOLYOM: Well, in this case I would like to 

take off my hat as a Trustee of the Federation and speak 

to you simply as a private individual because this question 

has not been taken up in any one of our meetings and 

discussions and a decision reached on it. 

As a private citizen, I would say that education 

is properly the function of local governments" 

SENATOR SEARS: Well, when you say primarily the 

function of local government, do you mean that the total 

cost of secondary education and elementary, I assume you 

refer to here, should be borne only within the revenue base 

of a municipality and within its ability to tax itself? 

MRo SOLYOM: Yes, I do. And I would like to ask 

you a question" Can you name me any one town in this 

State that is so poor that it cannot raise enough money 

to educate its own children in the basic elements of 

necessary education? Can you? 

SENATOR SEARS~ Yes, I can name a lot of them. 

MRo SOLYOM: That are so poor that they simply 

cannot educate their own children in the basics? I'm not 

talking now about the elaborate form of education that 

we've fallen into recently. 

SENATOR SEARS: Well, I would suggest to you that 

the cities of this State are not in a position financially 

within their own limited tax base to finance the education 

of the children in the cities. 

MR. SOLYOM: Well you said you could name many, sir. 

SENATOR SEARS; Well, if you would just let:, me 
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finish, I would suggest to you that that's one of the 

pressing problems that we have today and it seems to be 

one of the things that organizations, such as yours, 

conveniently overlooked when you talk about cutting 

spending and reducing taxes or eliminating taxes. 

MR. SOLYOM: No, sir. I'm sorry. We do not 

overlook it. My first statement was that I, as an 

individual, believe that education should be a function 

of the local governments. Now, I am speaking to you as 

an individual and you, just a moment ago, go back to the 

Federation. If you want to talk about education, please 

talk to me as an individual. 

SENATOR SEARS: Well, I am willing to confine it 

to that because I am interested in your views and I'm 

interested in establishing in my own mind some kind of 

evaluation of the things that you suggest. 

Now, let's just pass from education. What about 

problems of welfare? Now I know that's been beaten to 

death. That's like -you know it's the horse that gets 

picked up and gets kicked around every time somebody wants 

to talk about trimming the cost of government. What do 

you suggest is government's role in terms of making some 

provision for a subsistence level type of maintenance for 

those who are unable to take care of themselves, either 

because they can't make a living or they are handicapped 

or disadvantaged in same way? Do you think there is such 

a role and, if so, what is it? 

MR. SOLYOM: For any proposal such as you've brought 

up, any question, education, welfare, what-have-you, let's 

measure it against the three basic proper functions of 

government~ If it measures up to those three basic 

proper functions of government, if it falls within any one 

of the categories, O.K., then it is a proper function of 

government. I'll let you do the measuring. 

SENATOR SEARS: But you would prefer not to say 

whether it is? 
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MR. SOLYOM: No, sir. I would like to have you 

measure the question that you gave me against the three 

proper basic functions of government which I gave you. 

SENATOR SEARS: All right, I'm willing to accept 

that as an answer if that's it, because I 0 m prepared to 

make my own evaluationo 

MR. SOLYOM: No, sir. I'm asking a question of 

you. I'm asking you to help me give the answer by 

measuring up your question on relief to the three basic 

functions of government. May I have your answer? 

SENATOR SEARS: Let me suggest to you ~ yes, I'll 

answer it. Your number two says "Maintenance of law and 

order within the territorial limits of the country or 

state. 11 Now, you only give me three so I would say that 

this doesn't fall within category one which is "Defense 

against foreign enemies, 11 and it doesn't fall within 

category three, uRegulation of trade and commerce." so 

I would suppose that leaves me with only number 2 and 

that I would have to assume that you would say it's a 

proper function of government to the extent that you 

have to prevent insurrection and prevent people who are 

in want from inciting to riot and so forth and,therefore, 

it comes under "Maintenance of law and order." 

MR. SOLYOM: I think that 0 s stretching the point 

a little bit. 

SENATOR SEARS: Well, you tell me where it comes 
• 

and how it falls into any of these three categories, if 

that's not it. 

MR. SOLYOM: No, sir. The point I'm trying to 

make is that it does not fall within any one of the 

three categories. In my opinion, it is not a proper 

function of government. 

SENATOR SEARS: In other words, you don 1 t think 

government should take part at all and there should be no 

welfare. 

MR. SOLYOM: My own personal opinion about welfare 
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is this, that it is first a family problem. If the 

family is unable to do it, then possibly the church at 

the next higher level. If the church or a religious 

affiliated group cannot take care of it, then possibly the 

community. Going on up the ladder, I would say that the 

next highest level would be probably the county but I 

would never, never carry it any higher than the county 

level and certainly not on the federal level with an 

equalized relief and the guaranteed annual income and 

all the poppycock we've been hearing lately. 

SENATOR SEARS: Well, that's an interesting 

observation and relating it to the work of this Task 

Force, which deals with the property tax, and because 

you do perhaps indicate th~re is some responsibility at 

the county level, would I assume that your suggestion would 

be that the county, to the extent that it has a responsi­

bility, finance it out of the property tax which at the 

present time is the only thing the county has from which 

to obtain revenues. The county, as you probably know, 

gets most of its money from municipalities out of the 

property tax. Would you say 

MR. SOLYOM: Are you asking me how I would finance 

something that I don't even agree should be financed by 

government? 

SENATOR SEARS: Well I thought that you indicated 

that there might be some responsibility at the county 

level of government. 

MR. SOLYOM: At the county level of government. 

No higher than the county level, certainly. 

SENATOR SEARS: All right. Then to the extent 

that it exists at the county level, would you suggest that 

it should be financed 

MR. SOLYOM: After all other sources of revenue 

have been exhausted, possibly the county government should 

pick up part of the tab, and only on a very limited basis 

and only for a limited length of time. Look at Paterson. 

47 



The tax strike which is now under way in Paterson was 

brought on largely because of the welfare problem. 

SENATOR SEARS~ May I ask you one other question? 

Your Organization supports ACR 35, which would constitution­

ally outlaw the income tax. 

MR. SOLYOM: No it will not, sir. 

SENATOR SEARS: Pardon? 

MR. SOLYOM: It will not. 

SENATOR SEARS: What will it do? 

MR. SOLYOM: It will prohibit the Legislature 

from imposing an income tax on the people of New Jersey 

without the permission of the people of New Jersey. If 

the people of New Jersey want an income tax, they can 

very easily get one with a referendum. 

SENATOR SEARS: Well, all righta Maybe I was speak­

ing of its effect rather than its strict application. But 

in any case, may I ask you whether that stand is based on 

an inherent objection to the income tax as a source of 

revenue or whether it is based·upon your· Organizabion°s 

feeling that there should be no more broad base tax, no 

more forms of revenue exacted from the people. 

MR. SOLYOM: Both. 

SENATOR SEARS: Both? 

MR. SOLYOM: Both. 

MR. JOHNSON: All right. Thank you. Are there 

other questions? 

MRS. KLEIN: 

Weinberger's speech 

MR. SOLYOM: 

MRS. KLEIN: 

Mr. Solyom, I also heard Mr. 

Yes, I have a tape of it, complete. 

One thing that bothers me about it 

is that since the time when we were spending 18% of the 

gross national product on government we have gone to an 

entirely different kind of war economy, we 1 ve gone to the 

space programf - I am under the impression that your 

Organization makes the mistake of attacking the area of 

government which extracts the lowest proportion of taxes 
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from citizens. You are constantly fighting against the 

State being able to have any revenue, for instance in 

your support of ACR 35, and yet state taxes are really, 

you know, the flea on the horse's back as compared to 

the total tax picture, Over the past years the burden 

of - I mean, the amount of revenue that has been avail­

able at the State level and at the local level and the 

federal level, the state and local governments have been 

getting proportionately less, the federal government has 

been getting proportionately a great deal more. So that 

I think that this kind of comment, using Mr. Weinberger's 

figures about this whole course of government action and 

to apply this in terms of thinking of what state and 

local needs are is really not relevant, I would 

certainly question your organization's feeling that 

government should not, for'instance, provide roads, should 

not perhaps provide street cleaning, sanitation, garbage 

removal, protections in terms of pollution. There are a 

whole bunch of functions, postal service, a whole bunch 

of functions that people think are very important. You 

can't just limit it to law and order, defense against 

foreign enemies and regulation of trade and commerce. You 

might just as well live in a jungle. And, as for welfare, 

if you don't take care of the poor people and people who 

are unable to care for themselves, then you might as well 

live in a country where every time you walk down the street 

you will have a beggar holding his hand out to you and you'll 

see people dying of disease on the streets, and there are 

lots of countries like thato I don't think that•s what 

the citizens of this State want and, therefore, I really 

can•t take this testimony as seriouso We have got to find 

a way to provide the services that the people require and 

that the people want, and do it as fairly and equitably 

as we can. We cannot simply say that we will stop pro­

viding services, and I wish that your organization would 

take another look at this. 
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MRo SOLYOM: Mrsa Klein, have you ever heard the 

story of the straw that broke the camel 1 S back? 

MRS. KLEIN: Yes, of coursee 

MR. SOLYOM: Any more tax, I don°t care what you 

call it, any more tax is going to be the tax that breaks 

the New Jersey Taxpayer 8 s back. 

MR. JOHNSON~ Thank you, Mr. Solyoma 

Our next witness is Mro Ao Rm Luartes of Cherry 

Hill, New Jersey. 

A, Ro L A U R T E s~ Mr. Chairman and members of 

the Task Force c. Those are but evidence to support my 

main presentation to youo It was supposed to have been 

delivered here but it hasn°t come so faro 

My name is Laurtese Even though I wear a hat of 

many feathers, I 0 m here as an individual and I would like 

to appeal to you on the economic and social'justice with 

your canpassiono 

I would like to present to you a picture, a 

definite picture of what is happening to the senior 

citizens and retirees insofar as property taxes are 

concerned. This is your concern in this hearing so I am 

going to limit myself to that subjecta 

I would like you to read first the letter addressed 

to the presiding officer and the Honorable Members of the 

House of Representatives, in care of Honorable William Cahill 

of New Jersey, which I began: 

"In the name of Social Justice and on behalf of the 

Retirees and Senior Citizens with fixed incomes, I am 

appealing to you to give serious thoughts to our financial 

plights and right the wrong that is being done, financially 

through taxationo 

s.we retirees and senior citizens have a right to 

live too as expressed by the Hone Senator Dirksen on 

television when he was asked about the Federal Officials 0 

pay increaseso To give you a clear picture of the financial 

plight some of us are in, I submit the following evidence, 

50 



which is my personal experience. 

"Following my retirement from the Post Office in 

1957, when the last of our six children graduated from 

high school, we purchased our pr~sent home to match my 
,f 

anticipated income in so far as ~axes and incidental 

expenditures relative to its upkeep is concerned. I 

have paid as low as $154.00 taxes in one year on this 

same house and I have spent about $2,500.00 in repairs, 

doing the work myself, since the date of purchasea Since 

then the taxes on this same house have been as follows: 

(excluding the 

1961 - $167.,67 

1964 - $233.65 

lowest). 

1962 - $224.10 

1965 - $236.44 

1963 - $235.31 

1966 - $245.08 

"Due to reassessment instituted by the municipality, 

my taxes jumped to $472.19 in 1967 and due to increases 

in per hundred of assessment valuation it is now $610.44, 

an increase of over $36.00 a month in two years. Recently, 

I received a notice from the township informing me that 

my home has been appraised for $20,600.,00 11 ~from $~,400.00., 

That is many, many times what it was when I purchased the 

propertyo "I shudder to think how much my taxes will be 

for 1969." 

Incidentally, my payment now is $140.25 a month. 
11Gentlemen, in the light of your recent substantial 

pay increases,there has been suggestions made for a march 

to Washington by the Seniors. I hope this does not happen. 

I am afraid some of them might drop dead in the process. 

"So, I ask you, on their behalf, to act favorably 

before something happens that will be on your conscience 

the rest of your lives. 11 

The answer to my letter is here with me and you 

have a copy of it. 

uDear Mr. Laurtes: I have your letter of February 

6, 1969 and am glad to have your thoughtful observations. 
11 I agree with the need suggested by you for 

additional assistance to the elderly retired citizens 
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and have been and will continue to make every effort 

to be helpful in this regardo 

' 1You will be interested to know that the 

Committee on Ways and Means announced public hearings to 

be conducted on the subject of tax reform beginning 

February 18, 1969. '1 

I put a copy in there because that is a part of 

my presentation to you relative to my presentation of our 

case to the Ways and Means Committee headed by the Honorable 

William Mills. You were supposed to get a copy of that 

but it didn 1 t get heree 

"There is no doubt, particularly with the 

inflationary spiral in which we find ourselves today, that 

our retired citizens are the first to need help. 

"I am hopeful that something can be worked out in 

the near future. 

~»with all best wishes, I am Sincerely yours, 

William T. Cahillo" 

Now because of our private inquiries about how we 

could solve the problem, we have this petition written 

in accordance with the 1965 Older Americans 1 Act, and I 

would like to read it to you. This is a petition to 

Congress and there is a petition there that is addressed 

to the New Jersey Assembly, of which Mrs. Margetts has 

a copy. I was assured that. they were going to work on this 

but how soon, I don 1 t knowo 

"Whereas the Senate and the House of Representatives 

of the United States of America in Congress assembled in 

July 1965, found and declared that, in keeping with the 

traditional American concept of the inherent dignity of the 

individual in our democratic society, the older people of 

our Nation are entitled to, and it is the joint duty of 

all levels of government, local, subdivision and federal, 

to assist our older people secure ten objectives in the 

Older Americans Act of 1965 - two of which are: 
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(6) Retirement in health, honor, dignity - after 

years of contribution to the economy. 

(10) ~reedom, independence and free exercise of 

individual initiative in planning and managing their own 

lives; and 

Whereas the constant increases in living costs and 

ever-increasing and indiscriminate manner of taxation 

deprive the senior citizens and retirees the full enjoyment 

and benefits of these objectives; and 

Whereas these retirees and seniors are in a manner 

taxed tantamount to property-confiscation through 

taxation; and 

Whereas such manner of taxation is reducing, in 

some instances, the seniors down to poverty levels; and 

Whereas the same manner of taxation does not, in 

any way, provide a definite financial goal towards which 

our young people of today can prepare their economic future; 

Therefore, we, the undersigned, consistent with 

the Older Americans Act of 1965, hereby petition the 

Congress of the United States of America to enact into 

law such legislation as would limit tax responsibilities of 

senior citizens and retirees to that for which they were 

liable at the time of retirement or upon reaching the age 

sixty-five, whichever is the earliest, with certain 

restrictive provisions and certain penalties for fraud 

as the Congress may deem advisable." 

That is the extent to which we have been working" 

on this petition. Here is a copy of it that has been 

signed by several of our Legislators, including Mrs. Margetts, 

Senator Miller and several others. And I hope you 

gentlemen will allow me to put this on the table there and 

I would like all of you to sign it so you can help the 

senior citizens in their old age. 

MR. JOHNSON: Thank you. I am sorry your time 

for your formal presentation has been exhausted. We would 

like to perhaps ask questions and then if you want to 
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enlarge the record after every one else has been heard 

we should be happy to hear you further" 

MRo LUARTES~ All righto But I wanted to -~ 

MRo JOHNSON: As to signing the petitions, I might 

say it 0 s too early in our orientation to commit ourselves" 

MRo LUARTES: Thank youc 

I would like to tell you this, that I do not have 

with me any statisticso I am sure that there are people 

who will follow me who will give you all the statistics 

you wishe I think Mro McCarthy is here. I have been working 

with him closely~ 

MRo JOHNSON~ Well, we will look forward to that" 

We are anxious to learn. 

Now are there questions? 

Thank you, Mr. Luartes. 

MRe LUARTES: I want to thank you very much~ 

MR. JOHNSON: Now we will hear one more witness 

before recessing for the noon hour" The next witness is 

the New Jersey Association of Public Accountantsa There 

are several people listed" Who is to speak for that 

organization? 

Is there no one in t.he room? (No response) 

All right" Mro Philip Cocuzza of Union, New 

Jersey I speaking for the New Jersey Builders Ass ocia t.ion e 

E S K 0 Jo K 0 S K I N E N: Good morning, ladies and 

gentlemen" My name is Esko Koskineno I am currently 

serving as President of the New Jersey Builders Association. 

Our Association represents some 1500 member firms located 

through the State of New Jerseyo Its members are involved 

in every segment of the building industry and its allied 

trade and suppliers a As far as my own qualificat.ions are con~ 

cerned, I have been a builder for twenty~t.hree years with my 

operations pr irnar ily locat~ed in Bergen Count:. yo My exper ence 

as a director of the Association 8 a committ.ee chairrnano and 

senior officer has brought me in contact with all of the 

problems our industry has faced over the past yearsa 
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In considering our presentation our first thought was to produce 

a report filled with statistic• to •bow the unconscionable rise 

in property taxes over the pa•t year•. However, upon consitJ~ri'"t'J 

this approach further we felt this was not our task. We reached 

this determination based on two principal reasons. First, we 

are not fully qualified to collect, prepare, and present the facts 

and conclusions of such a study. And secondly, we are sure others 

here today, who have these qualifications, will do so. Based on 

our own practical experience in the field we are sure as to what 

the conclusions will be. 

Our builder members are confronted daily with the damaging effects 

of the property tax, both on our housing industry in New Jersey 

and on their own business. Clearly we can state that the single 

most damaging factor in today's housing crisis is the ad valorem 

system of property taxation currently in use in New Jersey. 

Now that's a pretty broad stat.ment but we think we can prove it. 

It works in this fashion. The local New Jersey municipality must 

rely almost one hundred percent (10~) on the property tax to pay 

for local services such as schools, police and fire protection, 

sewers, and so on. In order to offset increases in these services 

and to help pay for those which already exist, the local community 

must resort to all sorts of zoning g~icks. Instead of using 

zoning as a tool to judicious land u•e it becomes a fiscal tool 

to balance the budget. 
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We foresee another doubling of the taxes in the next five years 

if we continue as we are. There is little anyone can do, under 

the current structure, since the community must meet the cost of 

local services as well as a share of the county costs. Ultimately 

this burden falls on the house owner or the commercial or industrial 

facilities in each community. 

Most communities therefore take the stand that housing, single or 

multifamily, creates the problem; need for service; while commercial 

and industrial; so called rateables; pay for the problem. The 

answer in their minds is simple -- zone out housing and zone in 

commercial and industrial. Results -- a massive housing crisis. 

As a prime example of this we refer you to a study recently com-

pleted by the Middlesex-Somerset-Mercer Regional Study Council • 

.,Undeveloped land zoned for research and 
industry in the 20-municipaLity region 
comprising the Middlesex-Somerset-Mercer 
Regional Study Council area will support 
1,170,000 workers. Undeveloped residential 
land will support, under present zoning, 
a population growth of 336,000 and a res­
ident work force of 144,000 persons. The 
potential imbalance between new industrial 
jobs and new workers is 8 to 1. Support­
ing commercial and service jobs will double 
this imbalance to nearly 16 jobs added to 
each resident worker added ... 

Can you imagine what chaos such a situation would create. Eight 

times as much land zoned for industry as housing. Where are the 

people who will fill these jobs to live? Surrounding areas are 
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not the answer. They are zoning in the same manner and even if 

they could house the workers imagine the effects on our highway 

system. 

This problem was recognized by a report prepared for President 

Johnson shortly before he left office. This report was cited in 

a special tabloid section of the Record, dated August 3, 1970. 

"The high cost of housing in the suburbs is re­
inforced by community actions. To preserve their 
'character', suburban communities often adopt high 
standards of land development and building con­
struction in their zoning and housing regulations. 

"Consciously or not, zoning has been used to keep 
out people at themw end of the economic scale. 
The suburbs are only too willing to scramble for 
a share of the industrial and commercial tax base, 
but are not at all anxious to assume the attendant 
costs of housing and education for the unskilled 
employes." 

We must admit that New Jersey's desperate housing crisis has other 

causes such as tight money, rising material costs, scarcity of 

labor and so on, but these problems are transitory and will be 

solved in time. The tax situation, however, will only continue 

to compound itself. 

The problem is so acute and so emotional that we can relate a 

multitude of incidents where candidates for local office run on 

a "no building" platform and generally win. Nhen they do take 

office and begin to see the complexity of the problem they find 

they have no ready solution. For to really stymie growth in a 

community is to invite economic disaster. 
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In light of the fiscal problems that development brings, the 

previous statement may seem contradictory. However, we ask you 

to consider the following. The population of our State is growing. 

This is an undeniable and unalterable fact. Since growth will 

happen we must plan for and reap its benefits. Growth will produce 

not only new industry but also concurrent commercial and residential 

growth. m1at does this growth mean? It means that each square 

mile of residential growth, when fully developed, brings to the 

community income -- some ten million dollars of income for each 

square mile for every year after developed. How can any community 

turn its back on such potential. 

Jersey. 

Let's get a little more specific. 

Yet it happens every day in New 

We say that the cost of local 

services, which must be paid for through the property tax, is what 

scares the community off development. But in reality it is only 

one of these services which is at the heart of the matter and that 

is education. 

Now the cost to produce the plant facilities, that is the schools 

themselves, is not the real problem here. The real crux of these 

costs are those incurred in operating the educational system. If 

this burden and specifically teachers' salaries were removed from 

the shoulders of the local community, then the scramble for rate­

ables would become unnecessary and some degree of sensibility would 
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return to zoning. 

There are other facets to the property tax which are particularly 

damaging to our industry but undoubtedly this is most critical. 

A nation that was founded on the princiFles of home ownership 

cannot go on in an Indian-giver fashion. First we have many 

government programs to promote home ownership and then we make 

the taxes confiscatory. 

We are promoting a return to the "doubling up" of moderate income 

families for the first time in this generation. How else can 

the elderly and the newlyweds sustain the high cost of property 

taxes? 

Our system of property taxes also promotes deterioration of existing 

housing by rewarding the property owner in lower assessments if he 

does not maintain his property. At a time when every available 

housing unit is critical, the deterioration and condemnation rate 

is at an all time high. our present system invites blight and 

we suggest a change in the method of taxation which will reverse 

this deplorable condition. A method which will reward the more 

astute and conscientious property owner and not penalize him. 

This inequity, along with those which exist in other non-permanent 

forms of housing, should be changed. 

Our industry has in the past been able to supply the housing needs 

of our State, and we will again when inequitable taxes are removed 
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and a better tax distribution is achieved to make home 

ownership the enjoyment it was meant to be, rather than a 

burden of higher and higher taxeso 

A previous speaker here this morning said that 

we have reached a housing unit in New Jersey of roughly 

42,000, I believe the figure wasc I would like to point 

out at this time that these figures are taken from building 

permits that are issuedo Many times a building permit 

is issued for which a certificate of occupancy is never 

issuede And sometimes, again, a building permit expires 

and it has to be renewedo Consequently, the figure of 

42,000 is not really a true figure of what has been built 

as the number of housing units in the State of New Jerseyo 

Now, if you take away the number of condemnations 

that came about during 1970 and the deteriorated unitso 

I believe that the 40,000 figure is much, much lower than 

the State 1 s statistics showa As a matter of fact, I think 

there is another commission which is studying the problem, 

that 0 s your Tenant~Landlord Commission, and I think they 

are going to come up with some figures as to exactly how 

many units we gained" As a matter of fact 6 I wouldn°t 

be a bit surprised if we were at a zero growth rate as 

far as housing units in the State of New Jersey are 

concerned a 

MRo JOHNSON~ I 3 m sorry, Mr. Koskinen, the time 

for your formal statement has expired~ Will you submit 

to questions? 

MR. KOSKINEN~ Sure. 

MR. JOHNSON~ Are there questions? 

MR. MILLER: First, Mr. Koskinen, the New Jersey 

Builders Association, is this a heme builders association? 

Are you speaking as a home builder or as a builder of all 

kinds of properties? 

MR. KOSKINEN: Not entirely. Our membership 

consists of builders in all areas, commercial, industrial 

and home building, apartment houses, high-rise units. 
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MR. MILLER: Your paper, though, is largely 

directed toward housing and homes, I take it. 

MR. KOSKINEN: That's correct. 

MR. MILLER: Now the reference that you have to 

the effect of the property tax on homes and home building, 

I wonder if you could give us a little arithmetic here. 

MR. KOSKINEN: I think so. 

MR. MILLER: Granted it may be your best estimate 

at the moment. What would be the average price of a home 

that has been built? Now it can be either a detached 

single family dwelling or a dwelling unit in multiple 

housing. You said you had same figure that was not correct. 

What would you say is the average price? 

MR. KOSKINEN: Of a home built in New Jersey? 

MR. MILLER: Yes. 

MR. KOSKINEN: Including land? 

MR. MILLER: Yes. What would it sell for, I think 

is better." 

MR. KOSKINEN: Well, that would depend on the area 

in New Jersey. There are probably areas in New Jersey, for 

instance the shore and South Jersey areas,where you can 

purchase a house for $25,000. 

MR. MILLER: Well, how about new homes that are 

being built. 

MR. KOSKINEN: New homes? 

MR. MILLER: How about the more urbanized areas? 

MR. KOSKINEN: Well, I build in Bergen County. 

MR. MILLER: All right~ Let's take Bergen County. 

I have at the present time the lowest 

priced development in Bergen Countyo My prices start at 

$50,000. I'm talking about development now, I 1 m not talking 

about individual houses that were built on individual lots. 

MR. KOSKINEN: 

MR. MILLER: Now your paper says that the reason 

for the price of that $50,000 unit, or any other, is a 

composite of high land costs, materials, labor and the 

high cost of money, and taxes. What part of the $50,000 
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is accounted for by the property tax? 

MRe KOSKINEN: We're not speaking of the property 

tax as far as the cost which I assume in building the house 

as I am the cost that the prospective horne buyer has to 

absorb a 

MR. MILLER: Then so far as the price fixed for the 

market, this is not affected by the property tax at all? 

MRo KOSKINEN: Well, yes, it is, but it 6 S a small 

portion of the total construction cost of the houseo 

Now I could give you some ideae For instance, 20 years 

ago the tax costs, that is of the buy~r 1 s total shelter 

cost, - and what I mean by "the total shelter cost" is 

the cost which he pays each month, taxes, amortization, 

interest, etc. - represented roughly about 20%. Today 

that cost has risen to almost one-third to one half of 

his shelter cost. 

MR. MILLER: Let's go back again to the $50,000 

house and see how that comes about. He would have, as a 

horne buyer, a financing cost on the $50,000 house, how 

much would that be per month? 

MR. KOSKINEN: For taxes? 

MR. MILLER: Yes. No, just for the financingo 

MR. KOSKINEN: Financing? About $230o That would 

be say a maximum mortgage that he could get on a $50,000 

houseo Assuming he takes a $40,000 mortgage it would 

probably cost him in the neighborhood of $236o The taxes 

on that particular house today run about $150 to $160. 

MRo MILLER: Then he has other costs involved. 

He has heat, maintenance, how much does that all amount 

to? 

MRe KOSKINEN: Oh, say another $50.00. 

MR. MILLER: $50.00 a month? 

MR. KOSKINEN: Yes. 

MR. MILLER: For heat, maintenance --

MR. KOSKINEN: Maintenance and everything, fertilizero 
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MR. MILLER: Well, some of us think that's low, 

very low. But even if it were another $100 that makes 

your non-tax cost $336. 

MRe KOSKINEN: Probably, yes. 

MR. MILLER: And your tax cost $150, so you are 

still close to your previous estimate of about a third. 

MR. KOSKINEN : Yes, about a third, depending on 

the area. That was one of the reasons I gave you this 

newspaper article. On page 15 and 16 you will see a 

tax comparison, and these are only in two communities 

where the taxes vary more than $800 on the same house. 

MR. MILLER: His tax here, the $150, would be in 

a high tax area, would it not? 

MR. KOSKINEN: Well, yes, most of Bergen County 

is except some of the tax havens that existo 

MR. MILLER: Well, isn't this largely due to 

the high initial cost of the house? It's $50,000 where 

he starts from so he's bound to have a high tax, is he 

not? 

MR. KOSKINEN: That's correct. 

MR. MILLER: Isn't the problem if in, as you say, 

tax, also the high cost of housing? aside from the tax? 

MR. KOSKINEN: Well, that's true. But all of the 

houses in these communities are periodically assessed 

and they do try to bring them all up so that whether it's 

an old house or a new house they 0 re still at the same level 

or supposedly at the same level of assessment. 

MR. MILLER: Are there, to your knowledge, outside 

of Bergen County, areas where this monthly tax bill would 

be substantially less? You 1 ve got it at $1800 a year now. 

MR. KOSKINEN: You mean percentagewise? 

MR. MILLER: Yes. 

MR. KOSKINEN: No, I don't think so. As 

of fact, I think it would even be higher in some 

MR. MILLER: Well the median rate in the 

would certainly produce $150 on a $50,000 housee 
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MR. KOSKINEN: Right. 

MR. JOHNSON: Are there any other questions? 

I will remind you, Mr. Koskinen, as we thank you, 

that you will have an opportunity to extend your remarks 

this afternoon. after everyone has been hearde 

This hearing stands recessed until 1:30 this 

afternoon. 

(Recess for lunch) 
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AFT.ERNOON SESSION 

MR.. JOHNSON : As we resume the hearingo the 

next witness is Miss Peggy Hogano representing the 

Jersey City Division of Planning. Miss Hogan? 

P E G G Y H 0 G A N: I explained to 

Mr. Johnson that to make it easier for youo I sent 

down everything on Mondayu and ultimately I made it 

more difficult because they haven't arrived yet. So 

I have my own statement and I can read it to you in 

summary form at least. 

MR. JOHNSON: Could you skip a lot of thatu 

please? 

MISS HOGAN: Surely. 

The Jersey City Division of Planning urges the 

Property Task Force of the New Jersey Tax Policy Com­

mittee to investigate a tax incentive program consisting 

of a possible abatement and exemption for housing 

improvements. Such a program currently operates in 

New York City and was also recommended by the National 

Commission on Urban Problems in 1968. In addition 0 as 

I understand it, a similar proposal was presented for the 

State of New Jersey approximately five years ago. 

Briefly describeda it would involve a temporary 

abatement of the property tax with regard to all or a 

considerable part of the property owners' expenditures 

to rehabiliate older housing. In New York City, for 

example, the benefits provided under their program include 

both a tax exemption for any increase in the tax valuation 

resulting from alterations and improvements andu secondly, 

a tax abatement on a certain percentage of existing real 

estate taxes. 

The program, as it might operate in New Jerseyo 

would ideally act as an incentive for property owners to 

make necessary housing improvements without the immediate 

repercussion of increased assessment on those improvements. 
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Before suggesting how the program might function 

in New Jersey, however, I think it is necessary to 

place such a proposal in perspective in t.erms of the over= 

all functioning of urban government financing in general 

and of the property tax system more specifically. 

Many recent governmental reports such as the 

Douglass Corrnnission's work on building the American 

cities and the Advisory Commission on Inter-governmental 

Relations Study, entitled "The Role of the State in 

Strengthening the Property Taxr" observe that it is a 

part of the crisis of urban government finance that so 

much of the large and growing sums required for financing 

must now come from revenue sources that place an especially 

heavy burden upon poor and moderate income groups. In 

particular, the property tax which tends to deter housing 

construction and maintenance in many areas is at times 

inequitably administered so that many reports, such as 

that of the Douglass Corrnnission, note that the defects 

inherent in the property tax limit its desirability as the 

primary means of urban government financing, as is the 

case in Jersey City. Approximately 80 per cent of Jersey 

City's revenue is derived from the property tax. 

Although significant steps by the Federal Government 

are urgently needed to help deal with the crisis of urban 

government financingt the National Commission on Urban 

Problems stressed that most of the action must be at the 

State and local level. The Corrnnission noted, and I quote, 

that "the State have a major share of the responsibility 

because of their ultimate legal control over the propert.y 

tax system and other local taxes because of the close 

relationship between State and local government ""' " • R~ :r: .1nanc~ng. 

Therefore, you find many governmental commissions which I 

have read suggesting that before you talk about changes in 

the property taxes or possible abatement programs, you also 

have to look at. these types of suggestions with t.he rea.1iza~~ 

tion that other types of government revenue.,gathering sources 

must also be looked at so that you get more of a picture 
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about where you are going to get additional government 

revenue that such an abatement policy would pull away. 

So that some report.s suggest personal income taxes o 

looking at revenue-sharing devices and things like that, 

all of which I presented in an appendix with the package 

that I have for youo Not that I am going to go into them 

today o but I just think that when I recommend such a 

program or at least investigating ito I am also recom­

mending that we have to look at the whole picture in 

terms of revenue financingo 

The property tax itself should not only be con­

sidered in its economic perspective as a tool for revenue 

gatheringo but it should also serve as an incentive for 

property owners to make the necessary home improvements 

withoutthe fear of immediate increased taxation. 

As analyzed in his study of housing and property 

owners in Newark several years agoo George Sternleaf 

observed that the majority of property owners were 

reluctant to make necessary home improvements because of 

their unwillingness to face immediate property tax re­

assessment. His findings would emphasize the need for 

the type of program which at least we are suggesting 

that you investigateo 

The tax abatement program would involve the 

temporary exemption of the tax with regard to all or a 

considerable part of the property owner"s expenditures 

to rehabilitate older housing. Especially where rates 

are higho the property tax in the past has tended to 

deter socially desirable improvements of this kind and 

some ownerso as I have also mentioned to you in terms 

of Jersey City and Newarko avoid or postpone repairs 

and alterations which might result in material tax 

increases. 

Although I don°t propose at the present time 

to delineate specific provisions for such legislation 

or any type of such a program 0 desirably any such tax 

abatement and exemption provision might include the 

following components: First, in terms of qualifying 
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areas, the program should be limited to relatively old 

housing in order to hold the revenue costs within 

balance and to focus upon the most cr i t.ical component.s 

of the housing stock and also to prevent abuseE o :<t1ch 

as successive stage enlargement or improvement. of 

relatively new structures in order to obt.ain the tax 

benefits that we are talking about;. 

In New York Cit.yo for exampleo conditions for 

eligible housing are outlined and include housing in 

urban renewal 0 local neighborhood .improvement for 

housing maintenance areas. The t.ypes of housing eligible 

are also delineated and include residential structures of 

three or more families occupied by persons or families 

of low income~ I am not suggesting that this is something 

for New Jersey, but I just want to show you that such 

programs in other areas have special types of delineation. 

Secondlyo improvements. The specific ty[BS of 

alterations and improvement.s qualifying under the tax 

program would also have to be clearly specified. Howevero 

improvements which would eliminate presently exist.ing 

unhealthy or dangerous conditionso or which would replace 

inadequate and obsolete heating and sanitary facilit e o 

should all be considered. 

In terms of many of these 1an:::Uords and. rcn,ec•.,r'e =· 

whom I work wit.h in Jersey City 0 '::here is a ;:r~:/-D'-1 nt;cc·j 

for adequate sanitary faciliLies and for central zed 

heating rather t.han 1i t.tle floor heaters o and esr:E:.:c:i.allj? 

in wooden frame structures. which also provide s a. fire 

hazard, but they are very reluctant from what. tt-11 

me because of a. fear of increased 3.ssessmtc nt o 

Third ~ A. t:. per led for tL.c' prog·c :s.ma 

program should apply fcc only a 1.;_ 

or eight:. yea:r so .ln t.:erms of a.n aca.t.exr.'C:- n.: 

expenditure s made, after wh 

his full tax assessmBP~ 

Specific ·::omr:urert s of a t.a.x ?.ba.t.E:"~mer:.t. p.ccgr;:,.T: 

fer New Jersey will ha·/e t.c t~e et~udie .i f\Lttt .c " 

4 A. 



implication~.sinc~, as illustrated by the New York City 

tax benefit law. , several initial aspects of the 

program were not fully analyzed as to its future effect 

and proved detrimental to the program during its first 

two years of operation. 

It is for this reason that the Jersey City Division 

of Planning has not prepared for the Property ~ax ~ask Force 

~pecific criteria on eligibility. qualifications for the 

administration of such a program. We would suggest that 

our recommendation be put to further investigation. We 

would like to point out, however, that the tax benefit 

program in New York City within the past four years has 

been the most successful program in New York City in 

terms of the number of residential structures to be re­

habilitated. Quite often in New York this program has 

been implemented in conjunction with their own municipal 

loan program. 

Such a program of tax benefits operating in a 

similar manner in New Jersey would act as an incentive 

for property owners to rehabilitate their structures. 

At present, one should note that property tax policy in 

New Jersey is discouragin.~ .. owners from making needed 

improvements that would add greatly to the value and life 

of their property and to the housing stock in total living 

environment, especially in your highly concentrated urbanized 

areas such as Jersey City, Newark, ~oboken, and Union City, 

to name only a few areaso 

The Jersey City Division of Planning, therefore, 

urges the Property Tax Task Force to begin further research 

and investigation on the applicability of such a tax benefit 

program. Moreover, from an economic viewpoint, the increased 

life and value of the housing, when the tax benefit program 

terminates, could equalize the taxes lost during the abatement 

program if the proper time period is enacted within the 

legislation. This has been one of the estimates made by 

the New York City program. However, in their own case, the 
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program is still too recent to provide any kind of 

conclusion or cost benefit analysis in an economic 

sense a 

The Jersey City Division of Planning would be 

willing to cooperate with the group for further investi= 

gation and research on such a programa We have also 

included in the package for you a copy of the New York 

City legislationu additional sources on urban government 

financingo and some chapters from the Douglass Commission°s 

report dealing with alternati\e:s for urban government 

financingu and finally we would be very willing to do 

any more research that we could for you in terms of a 

cost benefit analysis~ 

MRo JOHNSON: Miss Hogano would your abatement 

proposal extend to housing only? 

MISS HOGAN: In terms of my own thinking of ito 

I had thought specifically of housing. I hadn°t thought 

in terms of commercial structures~ In New York Cityo 

it is only for residential structures~ 

MRo JOHNSON: Does the Nathan Report direct you 

to any more detailed proposal? 

MISS HOGAN: The Nathan Report? I am not familiar 

with that.. I mentioned the Douglass Conunission report 

but I am not familiar wit.h that report that you speak abo·ut .. 

MRo JOHNSON: 

of the witness? 

Mro Duganu do you have any questions 

ASSEMBLYMAN JAMES DUGAN: 

statement than a question of the witnessa 

The Nathan Report that reference was made to 

in the Chairman 8 s question was the economic study that 

was done at t.he joint reqtlest of all of the Hudson Count,y 

Mayors to gather statistical data on the impact of the 

increase in real property taxes on residential propert.ies o 

I assume that your presentation today was con= 

cerned with your area of expertise = 

MISS HOGAN: Yesa 

ASSEMBLYMAN DUGAN: = and didn°t cover tha.ta Is 
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that so? 

MISS HOGAN: Yes. This is the area that I am 

working in and that my own division in terms of housing 

is working in, and so this was my main interest in coming, 

because this is what I interpret as one of the needs of 

the people I am working with in Jersey City. 

ASSEMBLYMAN DUGAN: Do you anticipate that the 

Mayor of Jersey and/or the Tax Assessor will seek an 

appearance before this Committee to discuss the -

MISS HOGAN: I definitely know that Margaret 

Jeffrieso the Tax Assessor, definitely wants to come 

to a further hearing. She is busy with appeals right 

now and that's why she isn't here today, but I would 

expect that she will be here. 

ASSEMBLYMAN DUGAN: I see. Thank you. 

MR. JOHNSON: For the information of the audience, 

Mr. Dugan is Assemblyman James Dugan who is a member of 

this Task Force. 

Are there any further questions? 

MR. HAINES: Yes. Miss Hogan, I understand that 

your municipality did attempt to go into a code enforce­

ment program sometime back. Do you know how far they 

went with that? 

MISS HOGAN: Well, my only knowledge, and I 

have been working with the Division a very limited time, 

is that we are presently applying for a code enforcement 

program for one area in Jersey City known as Greenville. 

If that is the code enforcement program that you are 

speaking about, that application is still in its prepar­

ation stages and I would estimate that it will take about 

maybe six more weeks before we finally submit it to HUD. 

MR. HAINES: Do you have any idea as to what the 

effect of this might be from the standpoint of the owner for 

an increase in taxes on the properties where there are 

deficiencies? 

MISS HOGAN: Well, I don't know how familiar you 

are with the nature of the code enforcement program, but 

because the program requests that a property owner's 
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property be brought up to minimal code enforcementp 

a part of the HUD qua.lificat.ions and funding is 

a propert.y owner is eligible t.o get~ bot.h loans and 

grants in order to do this, but then again it still 

requires on the owner's part an outlay of funds ever:. 

though he is get.t.ing his funds at the reduced int.erest 

rateQ So I think probably the owner's assessment 

might go up and I think, especially .i.n terms of this 

aspect, many of the owners would like to put in better 

sanitary facilities and centralized heating, which is 

something that definitely will increase their assessment. 

That's why my proposal today dealt with those types of 

. improvements~ But. then again, in terms of the code 

enforcement, he will have to outlay moneyo 

MRo JOHNSON: Any further questions? 

MRo MILLER: Miss Hogan, first., t.hank you very 

much for a very heltful presentation but, following 

up Mr. Haines" question, do you ha';le any specif.ic knowledge 

that such improvement.s as you are talking about are 

actually followed by increased assessments in Jersey C i t.y? 

MISS HOGAN: Well, this I underst.and i.s the case 

aft.er t.alking with Margaret Jeffers a This is what she 

has indicated to me o Now, you know t.here are many things 

that can be done that. don't:. consti t.ut.e a reassessment., 

but in terms of some major imprmlements like san a.ry 

facilities and heat.ing ~ I am not even concerned al"Jout 

someone who wants to put on an addition or an extra 

bedroom = I am concerned about these real essential 

things t,hat const,i.t.ute in Jersey City a reasse:ssment, 

and this is what I h3\!e been told a.n:i underst.c-:nd frc!'T 

Margaret Jeffers Q 

MR." MILLER: We:},l t"heno t.hinking in terms of t,hE: 

incent,i\re and disincentive argument th":tt you. make as 

a basis for t.hiso if you compare the bucder cf paying 

the capital cost of t.he improvemer,t, which i e c. ::Us~, 

incentiveo so to speako with the annu.a.l poesit~I.l it.y ot 

paying add it~i onal property tax,, can yuu ha\ft any way 
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of being reasonably certain that it isn't the cost of 

making the improvement which is stopping people from 

going ahead? Is it really the tax increase, the potential 

tax increase? 

MISS HOGAN: Wellu I think in many cases, especially 

in your highlyconcentrated urban:tzed areas, we are talking 

about landlords who own more than one piece of property 

and I regularly have meetings with landlords and tenants 

trying to get their ideas on some of their problems, so if 

a landlord, say in Jersey City or Newarku whicn is a very 

common thing, owned eight pieces of property and put in 

centralized heating in one, which is estimated today around 

$6,000 or $8,000, I think he is not only concerned but 

many that I talk to are very willing and interested and 

recognize the fact that these heating facilities and sa.ni ·cdy 

facilities are needed. 

MR. MILLER: Are these rent controlled? 

MISS HOGAN: No. 

MR. MILLER: What happens to rents when he puts 

in those improvements? 

MISS HOGAN: Well, quite often, very often, rents 

will be increased. 

MR. MILLER: Aren't they increased sufficiently to 

cover the added tax, if there is an added assessment? 

MISS HOGAN: Well, there is a probLem there that 

the landlord knows that if he ups his rent, he is not 

necessarily going to get other people to· go back into 

that apartment, so he is caught in a bind by the fact 

that he has to keep his rent, especially in some of 

these areas that I'm talking about, at a certain minimal 

level but he also wants to put in necessary improvements 

that constitute a reassessment. So you could do some 

type of analysis that would show how much your rent would 

be increased by putting in some of these things, but on 

the whole he would have to increase his -

MR. MILLER: ! am intrigued by your suggestion of 

a benefit cost ratio analysis of that type of program. 
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MISS HOGAN: You could do thato It"s been done 

in New York on other types of residences on rehab ~ 

MRo MILLER: What did they come up with in 

New York? 

MISS HOGAN: Pardon me? 

MR. o MILLER : What was the result in New York? 

You said they did such an analysis in New York? 

MISS HOGAN: They did this on another type of 

program 0 a rehab program 0 with different types of 

federal funding which show a change in rental prices 

but it was a minimal change at timesu and they wanted 

to show to the property owners that something could be 

done .. 

MR .. MILLER: Is there adequate evidence in the 

New York program that they had more dwelling units 

improved than they would have had if there were no such 

tax abatement program? 

MISS HOGAN: Wellu according to the conferences 

I had before I prepared this statement for youu this was 

very 0 very much in evidence.. They felt def.ini tely that 

their program acted as an incentive.. Howeveru one of 

the notes that I made in my present.ation was that four 

years agou when this was first put in in New York Cit.yo 

they had what was known as a retroactive clause so t.rw.t. 

property owners who had made a major improvement subject 

to reassessmentu three or four years before the program 

went into ef~ect in New York. were also eligible u so when 

you added that upu they didn" t have an indicat.ion of 

the extent of the incentive within the first two yearsu 

but t.hat part has since been cut out.. So in estimat . .ing 

to me o the Director of this prog:ram in New York said 

that within the past two year a he cou.l.d say t.hat. it has 

been the most successful in t.erms of rehab o 

MRo MILLER: This is onl.y his q:iniono •-It: .ha.s 

no data to show that i.t wotddn 6 t ha.ve ·n.-ippened without 

the program .. 

MISS HOGAN: No 0 but I think in terms of t"he types 

of programs available o he feels t;hat. this h::J.s beer· most 
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effective in that owners have taken advantage of it. 

I meano I could find out if they are doing anything 

like that that might be helpful to you. But I think 

in some aspects they feel it 6 s a little too early. 

These are his judgments. He can tell by the number of 

people who have applied for this program as compared 

to other rehab programs on a federal level that it has 

been successful. 

MR. JOHNSON: Are you saying that there is no 

market for a rental which would adequately reflect the 

cost of rehabilitation and increase in taxes? 

MISS HOGAN: What I am saying is that if such a 

rental is high 

.MR. JOHNSON: Admittedly, it is going to be 

higher than it was but is there no market for it? 

MISS HOGAN: I think there's a market for it 

but I am saying that in some of the areas ,your urbanized 

areas that I am talking about, the people who are looking 

for housing can't pay tpe price ot the rental that would 

have to result from the higher reassessment by putting 

in the improvements. 

MR. JOHNSON: Any further questions? 

Thank you, Miss Hogan. 

Our next witness is Mr. Thomas Wilson, representing 

the Pleasantville Taxpayers Association. Is Mr. Wilson 

in the room? 
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THOMAS W I L S 0 N: 

Inflation is, in my opinion, "political embezzlement. " 

Inflation is by definition an increase in the money supply. 

If the actual volume of money in circulation, both fiat money and 

credit money rises faster than the increase in availability of goods and 

services, prices rise. The economy is like a giant auction and if the 

buyers are suddenly given more money, they will bid up the price of 

the goods being offered. Therefore, the price rise, is not the cause of 

inflation but, is the effect of inflation. 

We now have an inconvertible currency as our monetary medium 

which means that our money can no longer be converted into gold or 

1ilver. The Government haa even taken the silver out of our coins. 

We are r1angerously close to an economic collapse; the things that 

I· ' J 1\ prevent u1 from going over the precipice i the productivity of our 

people, and the value of the real property t};lat we hold. 
i·, ,1, 

U we over-tax the real property or if we over-tax the productivity 

of our people, then the danger becomes real and over the precipice we go. 

The Governments, local, state or national, seem to want to blame 

labor and industry for inflation but the fact is Government is solely 

re1pon1ible for inflation. U Government at all levels would balance the 

bu~aet, not juat in figures, but to a proper portion of the productivity of 

the people and to a proper portion of the ratable&, and stop all of the 

unnecessary and wasteful spending, then, and only then, will inflation stop. 
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There is a definite limitation on what a property should be expected 

to produce for taxes. I have analyzed the figures with respect to tax 

rate in relation to an appreciating or depreciating community. I have 

concluded that if property is taxed beyond a finite point then property 

goes down, people holler, people go on tax strikes; they say and do 

many things, but the end result is "property values go down." If it is 

below that number then people know that they shall be able to dispose of 

their property advantageously and property values increase. 

I have told the people to multiply their yearly taxes by 25 and if the 

figure exceeds the figure of what they feel the property would bring in 

the open market then they should be making a claim to the Board of 

Taxation for a reassessment. 

Appeals are compromises and do not equalize the tax burden. If 

anything they put it out of dynamic balance. A fair system would be to 

reassess all of the property all of the time, to maintain a fair and equal 

ratio. 

The present system of taxation and assessment amounts to an open 

end deal that hurts enough individual taxpayers as to have the Governor 

show some concern for the senior citizens. I suggest that collectible 

taxes should be apportioned in a manner that would provide 15% for the 

county, 30% for the schools, 40o/o for the municipality, and 15% for senior 
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citizens, library, and as a re&,:::rve for emergency expenditures. 

With these figures as limits, money would only be expended as it 

comes available. 

It would force all ratables to full valuation and in so doing it would 

equalize the distribution throughout the community. 

Over simplification of my statement would be ''set the ceiling at 

some fixed fraction of true values, assess all property accordingly, 

and spend only what you can collect. 11 

It is well known to our State Division of Taxation that property is not 

equally assessed. They are aware that within property classes there 

are inequities. They are more aware that between property classes 

there are gross inequities. They have lived with this problem a long 

time. Simply stated the equation should be: 

$100 of CL l = $100 of CL 2 = $100 of CL 3 = $100 of CL 4 

CL 1 = Vacant Land 

CL 2 = Residential 

CL 3 =Farm 

CL 4 - Commercial 

Mr. James A. Arnold Jr., Chief of Tax Research and Statistics, 

in the October issue of the magazine put out by the New Jersey League of 

Municipalities, has addressed his attentions to this problem, He is 

concerned with the deviations from the norm, the norm meaning {I hope) 

equali?:ation. He is searching for "Measures of Property Tax Uniformity. 11 

So the problem is not new and the problem is not solved. 
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The taxpayers of Pleasantville whom I am proud to represent, had 

an epidemic of gross tax inequities. No only were they affected by a 

major increase in the rate but a portion of them had their assessments 

doubled. 

They met the problem head on. They microfilmed the tax books. 

They converted this information into computer language to see once 

and for all, "What is wrong with the property tax System?" 

The taxpayers of Pleasantville now know what is wrong. The State 

Division of Taxation now knows what is wrong. We demand that it be 

corrected. We demand that the Assessor's Manual be simplified. We 

demand that the data be computerized and programmed in a manner that will 

ensure "Uniformity of Measurement. " Once this accomplished there will 

be no need to add new legislation for more taxes. Put a ceiling on what 

you can tax people's productivity {the broad base tax). Put a ceiling on 

what you can tax real property (the narrow base tax) and spend what you 

collect. Keep a proper relationship between the two of them and you may 

survive the tax rebellion. 

The Administrative Tribual (The County Tax Board) and the Superior 

Courts ha'\e chosen not to examine the taxpayers findings. They say we are 

not qualified, we are not experienced, we do not know the proper procedures. 

We just know that it is wrong! I therefore wrote an open letter to the 

Governor with your indulgence I shall restate the ten facts. 
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FACT NOa la Title 54~4=23 requires that all 
real property shall be taxed by General Rules and 
that a "Uniform Standard of Values" shall be used 
within a taxing district sharing a common burden. 
It further provides that the entire taxing dis~ 
tr ict shall be reevaluated each year as of October 1 
anticipating the value of the coming taxing year .. 

FACT 2. The tax boards and the local officials 
recognizing the need for competent assessors have 
permitted certified people to represent many com= 
munitieso Result: Assessorso in order to improve 
their own incomeo try to represent as many com= 
munities as will have them. This result.s in placing 
a tremendous work load on the County 'I'ax Board who 
try to compromise. The compromiseo no matter how 
judiciously administered, can only affect those pre­
senting an appeal. Whoever heard of a taxpayer who 
was underassessed presenting an appeal to raise his 
assessment? The result - gross inequities. 

FACT 3. A small group of taxpayers in Pleasantville 
undertook the monumental task of placing the tax records 
of the entire city of Pleasantville on the computero 
to bring to the attention of all0 the shortcomings of 
the present system. They attempted to pr:esent their: 
findings to the Superior Courta Result: T:t~~y must 
exhaust the Admin.istrati ve Branch o "The 'I ax Board~" 
You must believe me when I say we tried ::o exhaust. the 
Tax Board.ooo 

FACT 4. Taxpayers in many communities of the State 
are on STRIKEo Some are organizedo some are r:ct~ some 
are just individuals wnc .refuse to pay. Thes<::J people 
are justified if the tax rate is confisca.tor:;r. Legis= 
lation must be develof;ed protecting ':.he rights uf 
property owners. 

FACT 5. The State has recommended the u,se of the 
computer. Obviously they are acqu.ainted with some of 
its advantageso Obviously the State has people who 
understand. You are in a position to direct tr:.ese 
people to assist the taxpayers of Pleasantville to 
verify the implications cf t:heir reporto Nor~uniforrr:. 
standards of value~ tax cbe3:ting; lazy asse::::s:Lngo 

FACT 6 ~ A Sta'::,e ::omr:.:..te:r f:.'.,:cg:r "'·"'·· ,11\!i.:.l ultimate 
be accepted. It is possible tc ~rcgrdrn :~e (~~~ 
collected to irrplementize s ·~i~~~~iona \cl :c~futer 
peop::e w un.dE<'c'::+tanc'ia l~; :.'C:@ .r.::"::s:fc; 0 ":!- -· .,, ::mty 
to explo:=t· t.h ... s necess ':iry a· ·er ·.:.~:~ c.;" t. c:..;c.t.: cr.. 



FACT 7. The computer is capable of printing the 
tax bill and itemizing in dollars and cents that 
portion that belongs to the county, the school, the 
local purpose, etc. It is therefore quite easy to 
give the county, school or municipality only that 
portion of moneys that was collected for each. If 
the county budget is out of bounds, let the city and 
the school be paid, and let the blame be placed where 
it belongs. 

FACT 8. The computer is capable of recognizing 
the number of transactions instigated by an assessor 
and whether there were proper adjustments. It can 
flag the mistakes. It will tell you if you have an 
assessor in name only. It will give notice that you 
have an appreciating or depreciating community. 

FACT 9. The computer is not a cure-all. By it­
self it can do nothing. With legislative assistance 
and proper application, it can work wonders. We need 
your help. City, county, and even State officials, 
need your direction. Please, don't treat these facts 
as babble at a tea party, but, if you do, then 
remember taxes and a tea party was the guiding influence 
in the destiny of this country. Our taxpayers have 
their tolerances. 

FACT 10. No political machine is so important 
that it will not bend to the will of the people. The 
need is great, the time is now, the choice is yourso.~ 

MR. JOHNSON: Thank you, Mr. Wilson. 

Are there any questions? 

MR. HAINES: Mr. Wilson, I am familiar with a J_ot 

of what you have just cited here since I come from 

South Jersey. 

MR. WILSON: Yes, I know that. I need your help 

too. 

MR. HAINES: I am familiar with the computer program 

that you mentioned, but I think you are aware of the 

fact that from the standpoint of assessing, the New Jersey 

assessors have a State law to administer and not what has 

been attempted in your case. Do you have any suggestions 

as to what you think would improve the present State law 

from the standpoint of the local assessing procedure. 

MR. WILSON: Well, the law is very simple as I stated 

it in Fact 1. It says that everybody comes out equal, 

and then says whatever you produce or whatever you have, 
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or whatever you hold should be taxed 'in a proper pro~ 

portion of the end result. That 0 s what the law says. 

It 1 s so simple that everybody understands. The problems 

of your assessing andu believe me 0 you are not familiar 

with my computer report. You are only familiar with 

the fact that it has happened. Our computer report 

took all of the figures and data that the assessor put 

on the tax books. We merely rearranged it in a fashion 

that we could understand where we deviated from the 

normu in much the same way that Mr. Arnold is going 

to doo And let me show you these shadeso 

We have assessments on land going from one hundredth 

of a cent per square foot to a dollar sixty per square 

foot. Now that is 160 9 000 shades of assessment on land 

alone. Now when you take 10 0 000 items of a city and 

you find there is that many graduates o then you .know 

that it 0 s wrong. It is so obvious it is understandable. 

You just have to thumb the pageso You don°t have to even 

know how to reado 

When you take another value of the assessment w·:nich 

you assessors use o which is front. foot value o a.nd you 

take a block or three blocks in a community 0 none of 

these things come out even. They dono t come m;t uniform. 

Your data people know t.his. I :rr,eanu this is net new. 

When you go to ~ We present.Ed wh<'it we call inverse 

appeals to the Tax Board. We took half a dozen com~ 

mercial properties and we took the one who is taxed 

the worst and to show the city if they were going to 

be uniformu they would have taxed all of theme and we could 

raise a couple of million dollars worth of taxes for 

the community if they would only de .i.t. 

There are manyo many 0 many phases of tax dcdgir:g 

and I am sure that when you talk. to th.e c:.veri'!.ge pe:rsor-. 0 

he doesn o t know t.he difference bet~weer" ter cer..ts a squa.re 

foot and a hundred dollars an acr~. I G m not e\iE::n surt: 

tha you gentlemen wm .... ld even bother to fig'..:tre tha.t. out .• 

But yO"u 0 Ve got to have uniform weig',.t. Ncw 0 :I 0 m 
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not an accountant and I'm not a tax man. I build 

ships, and when I take a piece of steel as a base, I 

know what it can stand and so I put a limit on it 

as to tolerance that I can use. And that's what you 

have to do with taxes • 

Now if you don't do it, if it doesn't happen, 

you now have fiat money which is just authoritative 

money and if you don't put proper proportions on it, 

you won't have money. You've already - I say "you" -

I don't mean you gentlemen personally. 

MR. JOHNSON: Thank you for that. 

MR. WILSON: The government has so·watered the 

dollar now that it is a problem. Now you have in 

your hands the capability of watering it further, and 

you can't do that. You just have to give people what 

they make and let the government have a portion of it 

and confine that portion to a proper ratio. 

MR. JOHNSON: What have you done with these data? 

You have presented them to your local officials, I 

presume. 

MR. WILSON: Well, we presented it. first to the 

Mayor of our city. Secondly, we presented them to 

the Tax Board, the County Tax Board. We attempted to 

present them to the Superior Court merely to show we 

are looking for those changes here, both legislative 

and let's say "at home." We are looking for relief at 

home but we know that the changes are not only in our 

community - we know they are all over the State. 

MR. JOHNSON: This was in a formal action? 

MR. WILSON: This was in a formal action, yes. 

Now the Tax Board couldn ,-t<examine our information 

because it wasn't cited in the appeal that we made out. 

We just don't take a report of 10,000 items and put it 

in one of your appeals. It's that big. 

MRa JOHNSON: Where does the matter stand now? 

Are you before the court? 

MR. WILSON: We have been before the Superior 
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Court~ We are now coming to the State Board of 

Taxationo and we hope we will have some interest 

shown there. 

We do know that the State program of collecting 

the data - and I say this not in a bombastic way or 

a bragging way - once you have collected the data on 

the State and you know how much land there is and you 

know how many buildings there are ~ the assessors do 

a good job on this - once you know this 0 and you figure 

this is what I 1 Ve got for material to work withe 

ando over hereu this is what I 8 Ve got to spend~ the 

machine will do the work for youa You can"t do itm 

And the machine is quite capable of doing it and to 

handle millions and millions items of data and put it 

in straight conforming rulesa 

MRs JOHNSON: Mr. Moweryu I believe you have a 

question a 

MRo MOWERY: Mre Wilsono what do you feel are 

the maximum limitations on t.he real estate prcperty 

tax? When do we reach the limit? Where is it-: 

MR. WILSON: That"s a good questionQ Taxes to 

me is a never-ending mortgage on which you just pay 

the interest.. And the int.erest :has got:. t.o be some= 

where near four per cent. a I mean t~he over-alJ. picture .. 

That 6 s where you have t.c be o That lneans th . .,;.t. what the 

man pays in taxes on his property should be .four per 

cent of its value annually:; in other wordso :if the 

value of his property escalates while the percentage 

goes with ito but don"t let the percentage get out 

in front of ito and that"s what we are doingo 

MRo HAINES: I was wondering if Mr. W:ilson"s 

Corrunit tee could make this data tha.t they ha,;e a.sse:m:t:J..ed 

on their compute:r ava.ilarle t.o t,.~.~ ~: Tc..E:k Forc.e e We 

might find some use for .it~. 

MRo WILSON~ I 111i'o:.:.1-:1. ·.cc \/E:.ry ha~p:y· teo . .r: fa.c1. 0 

that" s t.ne only reason I" n,. :'1dre .. 

MR o JOHNSON~ . Mro ML.lE::r.? 



MR. MILLER: We are going to ditto Mr. Haines• 

request for this reason: The staff has underway 

a study of assessment inequalities as among individual 

properties that were sold at least, throughout the 

entire State and for all the 566 municipalities and, 

of course, any data you have that would be an input to 

that study would make it so much better. 

MR. WILSON: To kind of qualify, if I may, the 

data that we took from the assessor's books, that 

remains constant. You don't change this. We never 

change this. You don°t have to change it because 

generally speaking what happens is that he examines 

five properties correctly and he examines the sixth 

one wrong - we find the sixth one and we fix that. 

if you follow what I mean. I'm sure he does. 

The other thing is that you can take the same 

package of data - 11 tanka data 11 as I call it, and you 

can apply any of these things that you want to apply 

against that data and find out what the result would 

be without imposing it on the people. And that's where 

you have to learn to tool. 

I mean, we are in the times now where we go to the 

bottom of the ocean and we go to the moon. We can't go 

to the moon and the bottom of the ocean with a hammer 

and sicklee We have to use the tools of today to solve 

the problems of today. 

MR. MILLER: Well, taking that point of view if 

in order to use a computer to do what you say - I assume 

you want to eliminate all elements of the assessor's 

judgment - you take an ai::bit:t;'~ry front foot or square 

foot value for land and you will put that into the 

computer and it will comply it with the entire system. 

You would have differential values for land. Who is 

going to make the decision as to what the different 

land is worth? 

MR. WILSON: I state here once again we do not 

feel that you can take the assessor's judgment out of 

it. All we did is to find out how uniform the assessor's 
21 A 



, .. 
judgment was and, if he were all assessorsu I could 

find out how uniform you were to him; I could compare 

each of you to the othere I can°t~ This machine is 

not that .kind of thing. It is not something that does 

judgment - only man does judgmento 

MRo MILLER: When you saw how uniform it wasu 

did you allow for variations in actual economic value 

as you saw them? 

MRo WILSON: Yes. 

MRo MILLER: Where did you get those? 

MRo WILSON: To illustrate what you mention there 

about the sales program, if a house comes on the books 

by abstract and is sold at $18,000 and it had $4 0 000 

worth of furniture in it and a $10 0 000 coin collection 

in ito you didn°t get to the right valueo That 0 s where 

the judgment comes ine The machine would put that down 

as $18 0 000 0 but the judgment has to come from the 

assessoro 

MRo MILLER: This is before the saleo How do you 

arrive at the element you are going to put into the 

computer before the property is sold? 

MRo WILSON: Before the property is sold? 

MRo MILLER: Yeso This is the assessment list 

which deals with propertyo 

MRo WILSON: The assessor 0 s list is every assessor 0 s 

valuation that is on a property nowo I presume he has 

examined the cubage of the buildingo that he has a land 

map that tells you where the best parts of town areo 

This is part of his judgmento 

MRo MILLER: Did your assessor have that? 

MRo WILSON: Yeso he had thato It didn 1 t seem to 

be uniformo That 1 s an overstatement of the ~ 

MRo JOHNSON: You mean understatementa don"t you? 

MRo WILSON: Understatemento yeso 

MR. JOHNSON: Are there any other questions? 

Thank you 9 Mro Wilsono 

The next witness is Mro Ma Jo Grubelichu representing 
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the North Plainfield Taxpayers Association. 

Is Mr. Grubelich in the room? (No response) 

All righta Mr. Andrew Rotter, New Jersey 

Libertarian Alliance. Is Mr. Rotter here? 

(No response). 

Mr. Gregory Grubelich, student at Rutgers 

University. (No response) 

Dr. Geoffrey W. Esty 0 Princeton. 

G E 0 F F R E Y W. E S T Yu M.D.: I am 

Geoffrey W. Esty, M. D., and you have, each of you, 

the short three-page statement and you also have 

one of these. I was delighted to learn that you 

also ordered a supply but I beat you to it in giving 

it to your office with my own. 

it .. 

MR. JOHNSON: Thanks for your cooperation. 

DR. ESTY: I'm glad to see that you are using 

I am President of the Economics Education Institute 

in New Jersey and a member of the Board of Directors 

of the Robert Schalkenbach Foundation in New York City. 

In my own right, I happen to be a physician, a pediatri­

cian once upon a time, before the war, but have been 

with Public Healtho Mental Health and Education for 

about thirty years and during this time, I might add, 

have become interested as a side line, very much of a 

side lineo in this whole business of intensive 

taxation or what I call psycho-economics, which is the 

psychology of taxationp because as a human being I 

realize that economics is a man-made science and yet 

sometimes it forgets the human being in the process. 

Now I am not going to read you this statement 

except for the first three paragraphs, just to give 

you the tone 0 and then I'm going to exhibit a little 

analogy here and hope that you might see what I'm 

talking about. 

Amidst spreading citizen tax strikes, community 

violence, polarity of domestic life styles and social 
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disintegration, stands the ever=enduring Property 

Tax, contributing to violat.ion and disrespect of 

the law and, at the same time, possessing a latent 

pot.entiali ty for equality and social justice o 

The property tax is not ~ tax, but two~ a tax 

on improvements. buildings and other land uses. and 

a latent tax on site or location valueso The tax on 

improvements to land is regularly assessed at rates 

required for public serviceso However, buried in 

the total figure are nominally assigned percentages 

of site or land values, having usually little 

relation to values resulting from population or changes 

of location factorso The current property tax 9 then. 

tends to higher and higher rat.es on improvements. while 

site or location values remain nominally and generally 

grossly undertaxeda 
'\ 

Land, whether urban. suburban, rural or farm, is 

valued in accordance with the supply and demanda 

Market price of sit"es is the net amount after the 

deduction of taxes t.hereon~ Speculative values are 

added to theoretical site values and are great.er where 

low or unrealistic assessments of si t.es are permi tt.edo 

Now then8 going back t.o human bei.ngsa Humans are 

motivated by incentives, either positive or negative, 

and the vant.age of t.he property tax. i t.s hidden pa.rt., 

is right in t.he possi'bili ty of its being used as a 

positive incentivep not only for revenue but for 

individual equality and justiceo 

Now without going through the rest of this. I am 

going to show you a l.it.tle an~logy. if I may. and 

my voice is loud enough I th.1nk so it can be heard if 

I am not right in front of the microphoneo As an 

educator I am used t.o doing t.hese things o May I perhaps 

put it like t.his for a moment~ while I am t.a1k:ingo 

Now here ( indica.t.ing on map) ~· Korybsk:i use;d to say a 

map was onl,y a. good analogy of t.err i tory o And here is. 

I hope, a good analogy because here we have = it happens 

to be the Houston Convention Hall where I am gci.ng 
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tomorrow, incidentally~ It could be just as well 
' 

in Atlantic City Convention Hall. Here you have 

an entranceu here you may have registration, and 

here you have all these exhibits with the various 

major arteries crosswise and smaller ones, etc. on 

here~ 

Now the corporation has a sliding scale depending 

upon what you bid or the location of your bid and its 

most advantageous point. Obviously these areas for 

exhibi$ in the major central area or by the large 

pathway or aisles corning down are obviously more 

rentable at a higher rate than some would be if they 

had this location here. Right? What makes it valuable 

is the number of people that are tending to come down 

the central aisle and hover around the registration 

desk. That means that more people will see these 

exhibits than if they were way over here in the corner. 

The AMA used to have their conventions there and there 

used to be a little fellow here with wax for surgeons' 

glasses to keep them from fogging. I saw him for a 

great many years. He's probably dead now. But he made 

a job here and he paid a minimal amount for what? 

For the exclusive possession of that particular site 

or this particular site for one week, which no one else 

could take from him, and what he does with it is his 

own. 

If, for instance, I chose to bid for such a site, 

I could have it as long as I paid to the corporation 

its particular site value. And so if I put a card of mine, 

"Courtesy of Geoffrey w. Esty, M.D.", I would be a darn 

fool if that's all I did, but that's my privilege. I 

don 1 t have to use it. So the corporation accepts that. 

If, on the other hand, I decide to sell $100,000 worth 

of electronic equipment, the corporation doesn't expect 

a cut on that. That 1 s also my business. My income tax 

will take care of that, perhaps. So that's the way every 

business knows how to operate in a convention hall. 
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Now if I were a darn fool a or rather if t.he 

corporation were a darn fool, and they s do "What 

are you going to use this for?" and I said, '"I'm not. 

going to use it for anything; I om going t.o put~ my name 

card on it." "Oho wello then you can have it for a 

couple of bucks." Suppose I decide t.o do somet~hing 

with it important ~ $100 0 000 worth of orders They would 

say, "Welle then 0 you have to give me 30 per cent." 

Now that doesn't make any sense and no business~ 

man would do it that way. Nowo obviously the analogy 

is clear. They now become buildings and blocks and 

streets and we do the latt.er darn fool way 0 if I may 

say so o and not t.he former o because we have inherited 

those systems from away back and left over from feudal 

times. And this is the analogy. It is assurningo of 

course o that if you g:tve to the community that value which 

people gave ito totally, you would have the analogyo as I 

say, of paying to the corporation the value of that site 

for private possession. And on the other hand, the analogy 

also for sirnplici ty' s sake says, "Let" s not t.ax t~he improve= 

rnents at all." That .is purely for analogy. But the 

analogy is accurate that we do the thing tJ1.at is l 

rather than the thing that is an advantage to us. 

All right, very quickly then - I see I have two 

minutes - I just want to then read: 

created. I would suggest and would 

The sites are socially 

like t.o suggest 

strongly not only that you read this o of course, and t.his 

excellent thingo but that I stand ready for you inasmuch as 

Perry Prent.iss was the raconteur and the cha.irrnan of this 

particular conference of which this is at least tJJ. 

over the countryo and t,ha t he and I are both d s of 

Schalkenbacho and he is our chief consult~a,nt 0 recen 

retired Execut Vice Presider t of 'I"ime o Inc; o Ana :n.e 

has given me his personal agreement.. then whenever ~. gets 

back from Europe again ~ he is there right now ~" lle will 

be very happy indeed to s down wi.t.h you in a day" s 
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onference to go into all the elements in here which 

you can then fashion to New Jersey's needs. This is a 

flexible programu and I would like very much for you to 

take that opportunity. At that time 6 of courseo we could 

give you other studies. We have much research on this 

subJect., We can name the cities 8 towns, countries, states 

Canada and wherever t.hey are successfully using this o We 

have figuresu and the last thing I might tell you as a 

matter of interest to you is that New York City is doing a 

simulated computer study of taxes in which both the site 

::..nd the improvement values are listed. This wi 11 probably 

t.ake a year or two. If you need to find out more about 

thato consult Tim Costello who is the Deputy Mayor under 

Mayor Lindsayo in charge of administration. I have no idea 

how they are coming along but I know they are doing a 

scientific study on this process. 

With this 8 I find that my time is over. Thank youc 

MRo JOHNSON: Thank you, Dro Esty. Are there any 

questions? 

MR. MOWERY: Dr. Esty, I don't quite follow your 

reasoning here. You say while site or location values 

remain nominally and generally grossly undertaxed. , 

DR. ESTY: Undertaxed. Location values are almost 

uniformly underassessed. 

MR. MOWERY: Can we use an example. We will take 

Stewart Road in Princeton, which I'm sure you're very familiar 

wi t.h. 

DR. ESTY: Stewart School? 

MR. MOWERY: Stewart Road. Now there I happen to 

know what land values are. I know that on those particularly, 

land value is very higho so on that type land they are 

building very expensive homesu so the tax from that acre brings 

in much more revenue than it does from a lower land value 

area. Do I misunderstand what you are saying here? 

DR. ESTY: In the first place it will depend upon 

its locationa the nearer to a center of population basically, 

the more the land site values are likely to be. 
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The further out, you are from it. o the less so a 

Now you o ve got a speculative o as all Princet,on knows o 

value on t.hese lands a When I had my home or when I 

built my home 0 I had my loss on Ober Roado and for 

several years I paid about $45 a year for the 200 feet 

long ~ or about 150 feet long and 200 feet deepa As 

soon as I built my house 0 of courseo the tax went up 

tremendouslyo Now I argued with the t.ax assessors in 

Princeton and they knew what I was arguing abouto but, 

he insisted that part of the site value was the grass and 

the trees and things of that sort., This is not t.rue site 

valuea Site value or location value is t,he raw sit.e 

wi t"hout any improvements on ito The improvements are 

taxed separately ando thereforeo in Princeton they give 

it a nominal figureo as you have saido and they also give 

it a speculative figurea 

MRo MJWERY: Wello what I am saying here is t.hat. 

the higher the value of the lando you usually get more 

expensive homes built on that landc I meano on $1 0 000 an 

acre they will build a $20 0 000 homeo so you will have 

greater revenueo 

DRo ESTY~ You willa The point also iso howevero 

that. if you do begin to use a graded land tax systemo you 

should at least either keep the improvement tax level or 

preferably lower thato because this is where it hurtso 

because there is only one type of tax that cannot be given 

over in t.he process of product1or:o and that is t.he sit.e 

value taxo Most economistso in fac;to all the econornists 0 

know that t,his is true" This means you can o t take t.his 

over and put it on the improvement tax., This is one cf 

the reasons for it.s great strengtha It~ also meanso howe~"ero 

that if you are exclusively in real esta.t.e o especially 

for speculation purposeso it is going to be hurtful as 

it. goes alongo as it has been shown in various count,ries 

in the worldo including our own. But it~ does at~ least. 

drive land into proper ~se instead of poor use or no cse 

at all o And i. t also d:r ives the ind1. idual speculatiPg i.n 

t,hat loto waiting t.o get a killing from it. =he is much 
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better off, as we have shown in Pittsburgh, in the Golden 

Triangle about 20 years ago, and he could make a lot more 

money in production by building buildings on it, or what­

ever no:t;, than by holding it empty or under poor use. 

MR. HAINES: I have two areas I would like to 

discuss with you. But just incidentally, your reputation 

and knowledge of this has preceded your appearance here. 

I am glad to have this opportunity to hear you. 

DR. ESTY: I'm embarrassed. I didn't know it could. 

MRe HAINES: In your site value concept, do you 

include corner influence? 

DR. ESTY: Corner? 

MR. HAINES: Corner influence in your site values? 

DR. ESTY: Certainly, These are all factors in 

assessments, yes. 

MR. HAINES: 

residential? 

How about corner influence for 

DR. ESTY: Same way. 

MR. HAINES: You do consider it. 

DR. ESTY: Yes. Location advantages, yes. 

MR. HAINES: The other area I would like to question 

you about: You are familiar with our New Jersey farm land 

act. 

DR. ESTY: Yes. 

MR. HAINES: That is something that we are going 

to be considering later. Have you formed any opinions? 

DR. ESTY: Well, I never liked this particular 

advantage farmers have, of course, ultimately. There was 

a farm in Irvington a few years ago, a great big farm, 

right in the center of Irvington, and they paid practically 

no taxes on it at all because they wanted to keep it as a 

farm, but that isn't a suitable location for a farm, and 

the person who was holding on to it finally sold it and made 

himself several millions of dollars. That's sort of a subsidy 

to his advantage. This is the sort of thing that happens if 

you began to do the sort of thing we did in respect to our 

farm land. 
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One last thingo if I mighta If I were a sl.um 

owner and I felt compassionate for my people in the 

slumo in Jersey Cityo if you w.ill - t.heno of course, if 

I did improve the slumo I would be socked down with an 

increase in taxa So that" s t.he reason why I o as a slum 

owner o would not improve and that" s the reason why I may 

ultimately even :Jesert the property instead of improving 

it. These are the incentives 0 or the negative incentives~ 

MRSo KLEIN: May I ask you one question? 

DRo ESTY: Oho surelyo 

MRSa KLEIN: I"m sorry that I didn't have a 

chance to see this in advance. I"m really not very 

familiar with this but I will study ita There was a 

speaker earlier this morning 

DRa ESTY~ Yes 0 Mrsa Little? 

MRSa KLEIN: ~who talked about the importance 

of preserving open lando How does this work out. in this 

plan? 

DRo ESTY: I think she had some rather good 

points therea Actually the wetlands 0 except for their 

neighborhood to Atlantic Cityo if you willo or the 

Hackensack meadowso etc. 0 tend to be of lower assessment 

in their locati.on than if they were nearer a ci tya See? 

But if you do 8 you simply have to then do as she suggestso 

In order to preserve the wetlands for conservation 0 it 

will t.ake some special acts because o for instance o in 

South Jersey o the whole city of Atlant.ic City is part 

of the wetlands actually even though it is not wet any~ 

more ~ as far as t.he bill 1s concernedo if I" m not 

mistaken. So obviously .it would ha"\Je a hl gh site ?alue 

tax on ito but the improvement t.ax would be on it also a 

But if it is raw land and if it is unused land and if it"s 

out a ways in Burlington swamps and up those riverso 

then the site would come in for much less tax a This .1 s 

one of the advantages of being a farmer. The farmer is 

usually far enough away from the center of population so 

that he doesn't have to pay much inherent site value. 

But if he gets close to populationo then his land might 

be used for some other purpose. If o on t.he other hand o 
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you preserve the wetlands specifically, then you 

have to have some special legislation for them. 

MR. JOHNSON: In spite of the Farm Land 

Assessment Act, our farm land is disappearing rather 

rapidly. 

DR. ESTY: It's bound to, yes. 

MR. JOHNSON: I take it you believe that Act 

to be inequitable? 

DR. ESTY: Yes, I do. 

MR. JOHNSON: If so, how would you help to 

at least slow down the disappearance of our farm land? 

DR. ESTY: Well, again, if you talk to farmers, 

as I have, because I have been involved in migrant 

programs and things of that sort - frankly, of course, 

they recognize this is true and they recognize also 

that they've got an act that taxes in their favor 

to keep them as a farm as long as possible. When they 

ultimately put the land on the market, they will make 

a killing 8 which is perfectly legal. But this is the 

thing which in a sense is a silent subsidy for those 

people who can do this sort of thing. But somebody 

has to pay for it on the other end. 

MR. JOHNSON: But you haven•t any specific 

suggestions with respect to changes in that Act, I 

take it. 

DR. ESTY: No. That Act I would study, if 

I were you, by tax maps exactly what it really might be 

for the whole State on a graded tax. Now this is going 

to take a lot of effort, but we have our computers now, 

we have simulated models; we have all kinds of ways. 

When you once do this, then, as Denmark did almost a 

hundred years ago - they reevaluated it about every five 

years until the end of the second world war • 

Once you do that, you can keep it abreast and with 

our computer system you can go ahead and do an accurate 

job on rural assessments by assessors who are by law, as you 

know, supposed to be qualified for this sort of thing. 
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MRo JOHNSON: Thank you$ 

Now counsel has a number of questions$ 

MR. MILLER: I have one or two by way of 

clarification, and a series by way of application. 

As I read the paper I take it that the proposa..l. 

is not that ultimately all property taxes should be 

limited to site value but that improvements would 

remain 

DRo ESTY: That was only true of the analogy = 

to give you the analogy. I don"t think that"s necessary. 

MRo MILLER: I thought it was no longer part. 

of the proposal. At one time it. was. 

DRa ESTY: No, It is not part of the proposal. 

I do think it should be stationary as it was in South 

Fields, Michigan, where they increased the tax very 

much on unused business land. You may know the story of 

South Fields. But I don" t t.hink it" s necessary to go 

100 per cent no property tax on improvements and 100 

per cent on site value. We don"t need that. 

MR. MILLER: The next question is almost. se if 

evident. What percent would you put on improvements as 

compared with land? 

DRa ESTY~ Well, that. would depend upon the need 

for your revenue and as much of the school cost should 

be placed upon site values because, as I sayo they a:re 

socially created for services. And, too, this will 

gradually go upo It must not go as slowly as i.t has in 

Pittsburgh and in Pennsylvania second-class cities whe:r:e 

it is kind of lost sight of practically. It has t.o go 

a little faster than that but you will find that it 

stimulat.es growth and development. and it. get.s rid of 

suburban sprawl o which is something again you may wish 

to discuss in committee. 

MR 0 MILLER: I was going to ask about that in 

a moment. If then you propose that the way you. wiL: ... 

shift the burden from improvements to land or t.o site 

values, as you say, is to have the sit.e values absorb 

the increasing cost. or some part. of the cost of schools 
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DR. ESTY: Because it's a natural source of 

revenue for the community which, as I say, was 

socially created by the population. Therefore, it's 

a logical cost - a source of cost for schoolingo 

MR. MILLER: On the average, let us say, not 

in all municipalities by any means, especially not in 

the big cities, but it's a school cost for about 55 

per cent of the total amount raised from property tax. 

And you are saying that you would shift that half 

approximately of the property tax load now borne by 

both land and buildings to site values of land. 

DR. ESTY: That's right. And that part of 

that should be taxed to the State for the operation of 

schools, statewide, which is one way in which Hawaii 

is doing it at the moment, although there is some dispute 

about that being desirable. But it can be doneo It is 

quite flexible. 

MR. MILLER: That's a separate proposition. You 

could still retain local assessment and taxation of land. 

DR. ESTY: Yes, but then part of that would be 

shared with the county and the State just like they do it 

now. 

MR. MILLER: Yes, as at present. In those terms, 

to get bac.k to the effect of such a proposal on both 

open space and particularly agriculture, which is an economic 

open space in many ways, if you take a community, let us 
.. ·~ 

say, which is purely agricultural and whatever cost of 

government has to be borne, has to be borne by the land 

within that political subdivision -

DR. ESTY: That's righto 

MR. MILLER: your sight value approach doesn't 

really change the tax burden in such a community, does it? 

You just have to have a higher rate on the new base, if 

you eliminate improvementso 

DR. ESTY: No, if the community is small, and we 

have all these little communities in New Jersey, obviously 

even in the center of such a community the site value tax 
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on a corner - on the main corner - would be 

infinitely less than in a larger communityo or city 

obviouslyo because of its smallness and its population. 

MRo MILLER: Also a very small part of 0 let 0 s 

sayu the total town -

DRo ESTY: And the farmer pays relatively little 

because he has a lot of acreage 0 and he pays less than a 

homeowner would at the fringes of the towno If the 

homeowner has a home on the farmo that's all righto 

MRo MILLER: I don't follow thato I think that 

Mr. Haines asked= I wasn't sure I understood the 

answer. Since a certain number of dollars must be 

raised and if all the property owners in the - this is 

a theoretical question - in the community are farmerse 

how will the site value tax affect the number of dollars 

of tax they pay, not the value assessed butthe rate 

times the assessed value to produce dollars of taxo 

DRo ESTY: I can only say again that the farmer 

on his farm and for his farm pays a very low relative 

rate for his site value. If he conducts business in 

the community and you have stores and banks and equipmento 

etcoo that ups the site valueu so that the community will 

have revenues come in in proportion to the area that it 

serves. It 0 s in the township. On the fringes of the 

township you pay lesso 

MRo MILLER: That's true from the community 

standpoint because all they have to do is raise the rate 

if the base shrinkso What about the individual farmer 0 

the amount he pays? Would it be affected in any way? 

DRo ESTY: We hope you will see that he will have 

less on his productiono on his improvementso in the same 

way that the community itself doeso the towno And where 

this has been tried we find they do n' t have to have 

government subsidies. Of course, if there is oil on there 

he is even better offo because those royalties will then 

go to the State. 
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.MR. MILLER : This really leads into my next 

question, the exploitation of the economic site value. 

Isn't there an influence contrary to what you suggested~ 

namely, if the site value alone is taxed, we eliminate 

improvements for a moment because we will shift now to 

the site- this makes the actual cost of deferring the 

enjoyment of that interest so much higher because the 

tax on the land would be higheru potentially so~ Doesn't 

t.his induce a premature improvement so as to reduce the 

amount of open space and in fact to cause some sprawl, 

produce production or economic income from the land? 

DR. ESTY: The reason for the sprawl is that 

people have to go further and further out to get the 

land they can afford to buy and because of its speculative 

content. You see, we have the true site value and then 

we have this tremendous speculation on it. If a highway 

is going to go down, who knows about it first? I could 

tell you but I'm not. But the point is then that 

people , in order to find land cheap enough to put a 

factory on it or a home, have to go all the way out, 

whereupon everything else follows along and you get 

your sprawl. Now if the land is properly used - look 

what happened to Los Angeles years ago. They went out 

20 miles in absolute vacant land and all the sewers and 

supplies and facilities are in thereo This is the waste 

we have used. It will be more concentrated but it will 

make it better distributed according to its location. 

And you have open lands again, so you won't have to go out 

so far if you don't want to. 

MR. MILLER: This is not clear unless site value 

taxation will reduce the price of land. 

DR. ESTY: It will. 

MR. MILLER: It is negative capitalization. 

DR. ESTY: If you go to a point, the market 

price is the balance of what you take - the market price 

minus what you pay taxes on. If you tax the economic rent, 

which is the real word for it, you will get to a point 
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where there can be very little speculation left and 

the market price of that land becomes very cheap, because 

you can still do business on rental land even if the 

rental land belongs to the communityu or to Columbia 

University, or somethingo So you see the speculative 

amount is higher when the sites are underassessedo 

They make more of a killing on ito Look at what 

happened when the Verrazano Bridge went acrossQ The 

boys in New York ~ and I could name those too ~ bought. 

up land in Staten Island for $500 an acre and now they 

are getting $60,000 an acre, before anyone else knew 

anyt.hing about ito This is the inequi t.y and the injust.ice 

involved in this and it hurts the poor person, because 

everything then has to be more expensive = foodu etco, etce 

Right? 

MRo MILLER: I'm not sure. 

DR" ESTY: I know you're not, and I shouldn"t 

talk to a renowned economist like you. 

MRo HAINES: Just two short questions, Doctor. 

Your site value concept could not. be administer:ed 

under our present farm land act. 

DRo ESTY: Yes, it can. You need no constitutional 

changeo This has been clearly set forth in our 1947 

Constitution" 

MRo HAINES: Would these acreage limi ta.t,:,:ions that we 

DR~ ESTY: Oh, you may have to change some of themo 

MRo HAINES: Well, that"s what I mean·~ under t,he 

present law, we couldn"to 

DR" ESTY: This can all be done by t.he Legislat.u.re 

wi t,hout a constitutional change in New Jersey. 

MR. o HAINES; And y'our si t,e V'al ue concept, ,:,s 

effect a class classification, isn't it? 

DR" ESTY: In part, except it's a graded one withaL 

the usual elaborat.e except ions which classification some= 

times tends to have" 

MRo HAINES: Thank you, Dr. Est.y~ 

.MR. JOHNSON; Thank you 0 

is Mr o Augustus Nasmi tho of New::~.rk, represent.ing the 
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A~acc~atlon oE New Jersey Railroads. 

A U G U S T U S N A S M I T H: Mr. Chairmanu 

I am not going to attempt to read this statement. I 

would just like to take about two minutes. 

Railroads pay a classified property tax and thus 

we thought we should submit a statement to this Com­

mission. Doctor Miller has lived through three studies 

on this subject by t.he Tax Policy Commissionu and I am 

sure he can answer any detailed questions much better 

than I can. 

Brieflyu our statement points out that based 

on those three separate studies railroad property 

t.axes have been reduced in several stages since 1948 8 

and our major purpose in presenting this statement to 

you is to point out that unfortunately, since t.he last 

major reduction in railroad property taxes in 1966, our 

economic situation is even worse than it was when the 

Tax Policy Commission recommended reductionu which was 

implemented. 

We have in our conclusion suggested that perhaps 

a further reduction is warranted. We have not sub­

mitted any specific proposal as to amount. We have 

also included a suggestion for two rather minor exemptions 

under the sales tax law which may not be within the 

specific province of this Task Force but we believe is 

in the province of the Commission as a whole. 

To sum up 0 our purpose isto advise this Com­

mission that our economic situation in relation to 

the present railroad property tax has worked and 

that we hope you will consider the railroad property 

tax in that light and thatu as your studies proceedu 

we would be most happy to cooperate with the staff 

in submitting further information or working out any 

specific proposals. 

That's all I have to say now. 

MR. JOHNSON: Any questions? 

Mrs. Ann Merchant of the Hunterdon Taxpayers 

Association, Is Mrs. Merchant in the room? (No response) 
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MR. JOHNSON: Mr. Charles Pierce of East Orange. 

Mr. Pierce, you are paired with Mr. Okin. Is he here? 

MR. PIERCE~ He is out putting a dime in the parking 

meter. 

MR. JOHNSON: I see" Did you intend to split the 

time? 

MR" PIERCE g 

MRa JOHNSON~ 

MR. l? IERCE ~ 

MR. JOHNSON: 

MR. PIERCE: 

MR. JOHNSON: 

MR. PIERCE: 

Yes, we did. 

How about the dime- doyou split that too? 

Yes. Everything is split evenf even. 

You have achieved equity. 

Somewhere in life it is happening. 

Shall we flag you down at five minutes? 

O.K. 

cHARLEs P I E R c E~ I am Charles Pierce, Former 

Model Cities Director in East Orange and presently, among 

my several activities, teaching Urban Government. 

Mr. Okin has held the following positions in city 

government: He has been Director of Property Taxation 

for East Orange, former City Counsel. He has been Counsel 

to the Joint Legislative Tax Exemption Study Committee and 

he has been special counsel to Newark on tax matters. 

Mr. Okin and I have conducted several research st.udies 

on the impact of taxation in the urban scene. And Mr. Oktn 

"~S coming in right now. 

MR. JOHNSON~ Mr. Oki.n, you are going to take the 

second five we understand. 

MR. OKI'N: That 0 s right. 

MR. JOHNSON: All right- fine. Let 0 s proceed. 

MR. PIERCE: The basic purpose of this duet was, based 

on the kind of work that I have done in the past, I wanted 

to underscore some of the devastating impact that the high 

tax rates have had on many aspects of community life, part.ic'J.larly 

on the older cities, and then to turn it over to Mr. Okin 

for suggestions on some alternative ways o.f dealing wir:L 

this situation. 

One of the most devastating impacts, I believe, is in 
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the regressive nature of the property tax. Citing a . 

study that is recorded in Dick Netzer's book, "Economics 

of the Property Tax," I will quote as follows: 

"As regards the incidence of the property tax, it 

has long been the conventional wisdom that the levy is 

a regressive one, that its exactions relative to income 

decrease as household incomes rise. This regressivity is 

a quite dramatic aspect of the taxes functioning in New 

Jersey. Indeed, outside of a flat rate poll tax or a 

particularlym~droitly designed sales tax, it is hard to 

conceive of a tax whose incidence pattern would be more 

regressive than the incidence of the state's property tax 

at present." 

The second difficulty is that families with high incomes 

are really encouragedto leave the community by public policy. 

The wide variations in effective tax rates force an unhealthy 

migration pattern. In 1969 in Essex County alone, the 

range was from 7.08 in Newark to 3.05 in Millburn. I am 

sure you are familiar with the fact that two recent New Jersey 

studies have documented the same point. One is the select 

legislative committee on civil disorders and urban problems. 

And in my statement which will be mailed to you, the 

quotation is included. Also the same conclusion was drawn 

in the Report for Action by the Governor's select Commission 

on Civil Disorders. 

When the family migrates from the high tax rate area 

to a lower one, the question that we face in the older cities 

is: What happens to the new arrivals? They are usually 

families with lower incomes who often have greater needs for 

public services and they still face the high property tax. 

Survival often dictates doubling up. In doubling up, legal 

and illegal conversions are made and the extra individuals or 

families help pay the tax bill. This old house now endures 

increased use in its old age. 

Looking more at the economic impact, when you combine 

the property tax with the income tax, private expenditure for 
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owner-occupied housing is discouraged for low income families 

and encouraged for better off families. This is a dangerous 

public policy. Housing should be and is by national legis­

lation considered a basic necessity to which every American 

has a right. Dependence upon the property tax in New Jersey 

forces conscientious local officials to seek good ratables 

for existing and anticipated vacant lands. 

The municipality 0 s citizens may need just the opposite, 

a park or a library which produces no public revenues. 

Often in the older cities, the municipality is forced to 

have an extensive staff of property inspectors. Homeowners 

and apartment owners are pushed and prodded to keep up their 

places. There is certainly evidence to suggest that the 

high property tax can act as a disincentive to maintaining 

one 0 s property. It certainly does not encourage. 

MR. JOHNSON: I am sorry, Mr. Pierce, your time 

has run out. Perhaps Mr. Okin will pick up your trend of 

thought or you can extend your remarks after we have heard 

everyone. 

J A C K 0 K I N: In going over these various problems 

with Mre Pierce, I think the first point that I would like 

to make is more or less evident from the chart which is 

right above you gentlemen°s and lady 0 s heads, dealing with 

the burden and where the money goes. 

The first suggestion to help solve part of this 

problem deals not with perhaps the collection of the tax 

as much as it does with the distribution of the tax funds. 

It seems to us that the school costs, and perhaps some of 

the county costs, are the main factarin the imbalance in 

the property tax today. 

It is our suggestion that the school costs be bon, . .s 

by the State and be first on a system which \•!ould enable 

the municipality to pass a budget which woulci then l'e 

approved perhaps by a State-elected :board, '"'rdcn wo;~ld n.ave 

final approval over the budget o When these t.ota.l budget,.:? 
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re acce2ted, it would be a total school tax for the 

Statte which would then be used to raise whatever moneys 

v . .rere necessary throughout the State of New Jersey. Right 

)'': withir, the Stace of New Jersey - and I think it is 

::.:ommon knowledge ~ certainly it is by lawyers who ever 

ealt with planning - there is tremendous economic pressure 

' t,.:; brin9 children into communi ties, not to bring hous"'' 

8 cowmunities, not to build apartments for smaller 

· "':rilies, and the problem which is involved is the pro'bler< 

,. += the schools. 

Under this plan, the school costs would be the san.c 

~(~er unit of Vf1lue t.hroughout the entire State of New Jersey .. 

"!\co taxpayer would either be forced to flee or could flee 

~0 another jurisdiction in order to escape the burden of 

·::ducation. That. is our first concrete suggest.ion. 

There are also some problems that deal with the 

~drninistration within the taxing system. There are general 

inequities in taxation throughout the State. Some of this 

is because some of the assessors are inadequately trained. 

There seems to be no particular purpose, as far as I can 

see, why an assessor who is essentially supposed to be 

a trained land value expert should be elected to office and 

be subjected to a popularity poll. It is our suggestion, 

t.herefore, that assessments be made on a statewide basis 

with a statewide assessor. This would allow a uniformity 

of assessment throughout the State and a uniformity of 

policy throughout the State so that the same taxpayer - the 

same problem - would be treated in a smilar way. I think many 

of our assessors do a very fine job and I don't mean to 

criticize any assessor. I know Mr. Haines and some of the 

others very well. But I feel that this whole matter of 

~lssessment should be one which is moved out of the poli t 1 

arena and out of the municipality and up into a statewide basis. 

Our third suggestion is that this body carefully consider 

those recommendations which were made by the Tax Exempt 

Study Commission last year. I was counsel to that Commission. 
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I don°t say that because I was counsel of that Commission, 

but the whole idea of tax exemption is an anathema to the 

whole idea of the uniformity of a property tax. The worst 

example of it is the farmland assessment in my opinion. 

Because if you start out with a theory that land is the 

ultimate source of all wealth, which is the 18th cent.ury 

feeling that is back of the property tax today, you take 

away from this theory that one area of taxation in the 

State of New Jersey which is directly dependent upon land, 

farmland production. If there was one area that should be 

subject to normal taxes, it should be the farms. And I 

don 1 t argue with the reasons. They were good and sufficient 

reasons. You want to preserve green acres and keep farms. 

If that is a policy decision, so be it. But to the extent 

that these exemptions can be limited, they should be limited. 

And any moves in these directions, I think would help to 

equalize the property tax throughout the State. 

The last point, since I only have about 30 seconds 

left, is that the functions of the judicial and the adminis­

trative arms of the tax assessing and tax review authorities 

should be divorced. We should have a Tax Court within the 

State of New Jersey so the taxpayers, if they are aggrieved, 

would be only subject to one hearing instead of having a 

multiplicity of hearings. The judicial system should be 

under the control of the court so that decisions are made 

promptly, Right now there is a lapse of several years 

sometimes between a hearing and a decision and neither the 

municipality nor the taxpayer knows where they are going ar 

when they are going to go. And my time is up. 

MR. JOHNSON: Thank you, Mr. Okin, 

Drawing from your specialized experience u what exempticms 

would you allow to remain? 

MR. OKIN: My personal .feeling is there are sc::ne 

constitutional ,F.rc:clems in -:.he 'JITh.o~~-e exemption area 0 1'ne 

only exemptions which I believe should remain are tn,::-H~ 

exemptions which are created by ownership 'by a stat.e or a. 
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governmental body. I think all other property should 

bear its taxation. 

Now if you want to pay some sort of a subsidy to 

those other groups perhaps who are not getting a tax exemption, 

I say then do it as a matter of course. Pay them a cash 

subsidy. But the idea of exempting, for instance, a hospital -

and we all agree hospitals should have some relief perhaps -

a hospital serves an entire area. Just because someone 

decided to put a hospital in a particular township, doesn't 

seem to me sufficient reason why that township should have 

to pay the whole cost of the hospital - the same with 

private colleges. I firmly believe that colleges should 

have some help. But it ought to be a direct subsidy. 

MR. JOHNSON: Public buildings are the only ones you 

would exempt. Is that correct? 

MR. OKIN: Public buildings - yes, sir. 

MR. JOHNSON: What relief would you provide for cities 

where there are heavy concentrations of public buildings, 

such as the one we are in at the moment? 

MR. OKIN: I think in those instances there is some 

authority on the books already for a concentration of publicly­

owned land. In your tax law, where a municipality 1 s land 

I think is more than 9 per cent - I may be wrong - State 

forests, the State pays a subsidy to the municipality or pays 

the taxes above that 9 per cent. I think the same thing 

should be done with ---

MR. JOHNSON: A negotiated amount in lieu of taxes? 

MR. OKIN: A negotiated amount in lieu of taxes. 

MR. JOHNSON: But you wouldn't tax public buildings. 

MR. OKIN: No, sir. I don't see any point in taxing 

public buildings. 

MR. JOHNSON: Well, a city with a concentration of 

state buildings might tend to disagree with you. 

MR. OKIN: I think it is clear in the last analysis the 

State is going to make this determination. 

MR. JOHNSON: You are giving me a practical answer. 

Any questions? 
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MR. HAINES: Yes, I have a question. I was very much 

interested in some of Mr" Okin°s comments regarding the 

Tax Court. Would your thoughts on that include both the 

administration of appeals on the local level as well as 

the State level? 

MR. OKIN: I see no point in having two levels of 

appeals. I think that a statewide court with competent 

judges should be able to dispose of it. And if a taxpayer 

becomes aggrieved after that particular disposition, then he 

can always go to the Appellate Division. 

MR. JOHNSON: Do you have any notion as to the number 

of appeals which are taken annually at all levels? 

MR. OKIN: I would guess in Essex County perhaps eight 

or ten thousand. It depends on whether you get a revaluation 

in a particular county or not. They are able to dispose of 

them rather rapidly now. I don't see any reason why a 

competent group of judges who are trained in tax law and who 

have sufficient background in real estate value wouldn°t 

be able to dispose of them at least as fast as county boards 

and probably a lot better, as long as they weren°t bothered 

by the effect their disposition had.upon the tax rate of 

the community. The problem now is that the county tax boards 

are in a position where they try to sustain the taxing levels 

of the community. As soon as they do that, it becomes unfair 

to the taxpayer because he becomes a victim of poLicy and 

his individual case may have merit but may be decided against 

him. 

MR. JOHNSON: Are there questions of either Mr. Pierce 

or Mr. Okin? 

MR. MILLER~ This can go to either Mr. Pierce or Mr. 

Okin. Firste on the encouragement and discouragement. of 

the property tax particularly - or its regressive effect 

first - did you find particularly in East Orange that it 

was clear that this regressive effect was appa.rent. in any 

particular income level or was it throughout the scale? 

MRo PIERCE~ Yes, what we found was that in the older 

neighborhoods, which naturally attract low=income families 
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v,;rhere we were having the greatest nuiriber of what we later 

identified was first conversion requests and then what we 

suspected were illegal conversions. Mr. Okin was attorney 

during much of this time and could lend his own insight. 

MRe OKIN: The socially regressive aspects are tremendous, 

especially in the area of property maintenance. The tax is 

s:')mething which has got to be paid first, otherwise the 

O'·";ner loses the building. When he starts to look around 

·where he can save money, he can ° t '.lbok at the taxes and 

he can°t look at his mortgage financing, but he starts 

looking at his repairs and maintenance. As these buildings 

~ecome older, the population of the building changes. I 

firmly believe that a building is like a factory or like any 

other usable article. When it gets old, it starts to reach 

the end of its economic life. These buildings in East Orange 

have transferred ownership and at the end of their economic 

life have been asked to sustain a tremendous burden that they 

didn°t have before. 

The owner's problem, therefore, becomes one of funds 

and the only place that he has left for money, because of 

the high rates of taxation, the high services which are 

required, etc., is to look to the repairs and he starts 

skimping on the repairs at the time when he should be 

maximizing the repairs. 

MR. MILLER:. Isn 1 t it partly that he is trying to 

recover his capital investment out of current rent charges? 

MR. OKIN: As a matter of fact, these people who buy 

these buildings have very little capital investment. In the 

inner city a building moves at practically no cash. 

MR. MILLER: So he is trying to cover his debt service, 

which is his mortgage amortization and interest 

MR. OKIN: That's right. 

MR. MILLER: His investment, in other words, he is 

trying to get out of current rents. 

MR. OKIN: Yes, he is trying to get his investment out, 

but he is never successful. 
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MR. MILLER: I don°t know. Are taxes any more a 

villain in the picture than anything else? 

MR. OKIN: Well, in a city like East Orange the tax 

burden is equivalent to 35 per cent of the gross rent. 

If you start to look at an apartment building, you know 

that this is a level of taxation which an apartment building 

can°t carry. If you figure a building should require 

perhaps 30 or 35 per cent for maintenance and then you figure 

30 or 35 per cent for taxes - and in East Orange it is 

certainly 35 per cent - you have 70 per cent of your income 

now used for taxes and maintenance, which leaves you an 

insufficient amount for the equity ownership or t.he financing, 

and you just cannot bring these three figures together. 

MR. MILLER: You are not making the point there should 

be no property tax --

MR. OKIN: Oh, no. 

MR. MILLER: [Continuing] -- as one of the earlier 

speakers did. 

MR. PIERCE: Our point is that there comes a breaking 

point where it has a detrimental impact. One of the last 

recommendations that we were going to make was that there 

should be some investigation of an incentive in the property 

tax to encourage reinvestment into the property" 

MR. OKIN: Along these lines, we have suggested that 

an incentive be - perhaps if an investor in this particular 

situation made long-term capital improvements to the building = 

and I donut mean painting or decorating, but I mean he 

decided he needed a new electrical system or needed a new 

heating system - that actual cash credit be given to him 

against taxes to enable him to either bring the building up 

to modern standards or to maintain the building in a liva.b18 

state. 

MR. MILLER.g Wouldn°t a much more us9ful and more 

widely dist.ributed benefit come about if you gave that owner 

a tax credit much like the investment credit under tJ1e 

Federal income tax? Why must it all come locally? 
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MR. OKIN: You mean on a statewide basis. 

MR. MILLER: Yes, or a Federal basis. If he had 

an investment credit much likeone would have gotten for 

investments in productive goods and productive machinery 

and equipment, would it not be a solution if an investment 

credit were available nationally for such owners for socially 

desirable improvements? 

MR. OKIN: You mean as against his income tax? 

MR. MILLER: Yes. 

MR. OKIN: Well, on these buildings there is usually 

no reason for him to pay any income tax because by the 

time he starts writing his depreciation, his repairs, interest 

and other expenses, there is very little income left to tax. 

Investment credit at that point would be meaningless. 

On the other hand if you encouraged him with some 

reduction in his taxes, he might be more encouraged to take 

that money or even take an assignment of that money and 

pledge that money 

MR. MILLER: Encourage him by reducing his debt service. 

MR. OKIN: I would like to, but I think the banks 

may have some objection to that. 

MR. MILLER: One other point - I think it was Mr. 

Okin who made the proposal - that the total of all school 

budgets be added up, sent to Trenton, approved by a board, 

which I think you said should be separately elected, and 

this money then returned to the school districts to be spent 

by them. Would you as part of that proposal first set 

standards for these budget approvals so a higher budget 

would not be approved? 

MR. OKIN: I think that some of the school districts 

which are in most dire need probably are not getting 

sufficient funds right now. So I wouldn't try to set guide­

lines that you couldn't have a higher budget. I think the 

fact is that the Commissioner of Education in this State 

has the ultimate power to approve the budget at this point 

anyway in a Class VI or a Class V school district. 
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MRe MILLER: No, he doesn 1 t. It is only where it is 

voted down. 

MR. OKIN: Where it is voted down- that's right. 

MR. MILLER: But the sky is the limit. 

MR. OKIN: The sky is the limit if the taxpayers 

are willing to take it. But what I am saying is there is 

this power which reposes in the State at this point. And 

assuming you had a local board of education which acted in 

a reasonable manner, I think it would be workable. The 

State already sets up standards. When the State Board of 

Education sets up standards, it is just like lightning 

hitting the municipality. 

Several years ago, for instance, the State decided 

everybody needed automatic fire alarm systems in schools. 

Now I won't argue the merits of whether these are good 

things or bad things. All I know is that it ended up cost­

ing the City of East Orange about a quarter of a million 

dollars to put in this system and that was decreed by the 

State. If they are going to decree this type of thing, 

then they ought to have some responsibility for paying it. 

As far as I am concerned, if they approved the entire budget 

and decided what they wanted in addition to that - fire 

alarm systems, that kind of thing - fine, as long as the 

money is available to pay it. 

MR. MILLER: And you would cut back if a school 

district decided to pay much to much to its teachers judged 

by the State standard. You wouldn't let them pay that. 

MR. OKIN: No, sir. I would make the State Board or 

the State body have ultimate responsibility for that review­

ing. 

MRo JOHNSON: You are not talking about a foundation 

program then; you are talking about real control. 

MR. OKIN: That's right. 

MR. MOWERY: Mr. Okin, we have heard several suggestions 

that the State take over the school budgets. How do you 

propose the State would raise the revenue to support 
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the schools? 

MR. OKIN: Through the property tax. If there is no 

other source, it is going to be the property tax. I would 

like to see some other source of income. The State has 

whatever taxing powers it might have available. What I am 

suggesting is that if the State did take it on on the basis 

which I am suggesting, there would be no way in which 

people would be encouraged to move or discouraged from 

being in one community or another because of the educational 

facilities or the lack of them. People would be able to 

build apartment houses and you would find more living space 

because people couldn't run to avoid school taxes. They 

would be there. 

MR. PIERCE: But they would be equalized across the 

State. 

MR. MILLER: But they wouldn't be, not if you allow 

them to spend more money than the State ---

MR. OKIN: The payment would be equalized by the 

property. In other words, there would be a statewide rate. 

MR. MILLER: Didn't you say though you would allow a 

district that wanted to spend more money to do that on its 

own? 

MR. OKIN: Subject to State review. 

MR. MILLER: It still has to be approved? 

MR. OKIN: Sure. In other words, the idea is that the 

taxes would be collected uniformly. They may be spent in 

a non-uniform way because of the actions of a State board. 

But this is really the problem that is before the communities. 

Numerous communities just don't have enough money today to 

run their schools and some have no students and are tax 

shelters. 

MR. MILLER: It would raise the taxes in some 

districts and lower it in others. 

MR. OKIN: Yes. There would be a uniform school tax. 

MR. JOHNSON: Further questions? Assemblyman Dugan? 

ASSEMBLYMAN DUGAN: Mr. Okin, as a companion measure 
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to your suggestion, are you advocatingsame statewide 

authority fix teachers' salaries since that constitutes 

about 75 per cent of the school budgets in the municipalities 

throughout the State? 

MR. OKIN: As a practical matter, it would be good 

if the salaries of teachers were uniform or uniformly 

fixed" I would agree with the concept. However, I 

don 1 t think there is any way of achieving this unless you 

made the teachers State employees and the State directly 

negotiated the salaries with the unions. 

ASSEMBLYMAN DUGAN: My next question concerns 

East Orange 1 s prominence in that it ranks number 11 out 

of all the municipalities in the State in the effective 

tax rate. East Orange has 6.61 as its effective tax rate. 

Now do you think that your plan of spreading out the costs 

of education will be any great boon to the economically 

marginal residential properties in East Orange? 

MR. OKIN: You would have to work out the details and 

see exactly what the State budgets would be and what would 

be produced. I think if it were done in connection with 

a statewide assessment where we would get a uniform policy 

and uniform values fixed throughout the State for real 

property, it would drastically reduce the taxes in a city 

like East Orange. 

ASSEMBLYMAN DUGAN: In East Orange, as in ot.her com­

munities, the tax dollar is approximately divided into 

thirds. One for the cost of education, one for the cost 

of county services and the other for the cost of municipal 

services. Is that so? 

MR. OKIN: No, I believe it is a little more than 

that on education. My recollection of the last figure was 

it was around 50 to 60 per cent. 

ASSEMBLYMAN DUGAN: 60 per cent? 

MR. OKIN: 55, I think. 

ASSEMBLYMAN DUGAN: 55 or 60 per cent of the tax dollars 

raised in East Orange are for educational costs? 
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MR. OKIN: Yes. 

ASSEMBLYMAN DUGAN: What is the breakdown of the other 

40 per cent, the county and municipal? 

MR. PIERCE: Most of the rest is municipal, about 25 

per cent. If it is 55 and 25, how much is left? The 

county is the smallest per cent. 

ASSEMBLYMAN DUGAN: Do you know if that situation 

prevails throughout the State? 

MR. PIERCE: No. 

ASSEMBLYMAN DUGAN: Is East Orange peculiar in that 

respect? 

MR. PIERCE: I think you tend to find that the larger 

the city, the more urban it is, that the cost of the municipal 

government is higher in relation to a more suburban conununity. 

There the cost of government tends to be less and the school 

bill tends to be the largest per cent. 

ASSEMBLYMAN DUGAN: You are characterizing East Orange 

then as a suburban community. 

MR. PIERCE: No. I am characterizing it as an urban. 

It is just that the differences are much greater. In a 

much more suburban community you may find the education 

bill goes as high as -- I think one of the Essex County 

towns I looked at recently, it was about 65 or 70 per cent 

and the municipal and the county taxes were just about equal. 

As the urban demand for municipal services increases, you 

find the increase in taxes tends to go for municipal taxes, 

for their resources. 

ASSEMBLYMAN DUGAN: Mr. Miller, is that the situation 

that prevails? 

MR. MILLER: I think the figure in East Orange is 39 

per cent, schools. 

MR. PIERCE: Is it that low? 

MR. MILLER: In other municipalities, it does run 

higher, as you say. 

ASSEMBLYMAN DUGAN: Let•s assume it is 39 per cent. 

MR. MILLER: I get it from an unimpeachable authority, 
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the New Jersey Education Association, the Research Director. 

You can°t argue with that. 

MR. PIERCE: Give me a minute and I will get it. 

ASSEMBLYMAN DUGAN: Let me ask you to phrase your 

response in terms of 39 per cent rather than the 60 per cent 

that you suggested was the basis for your answer. 

MR. OKIN: It is the total dollars that really count, 

not the proportion. We have a problem in East Orange where 

the school population has jumped, as I recollect the figures, 

in the last five or six years from a population of perhaps 

8,000 to in an area of around 12,000 at the present time. 

It is not only that the numbers of children have risen so 

dramatically, but there is an investment which should be 

made in plant and education to take care of these children, 

which is just not being made in addition. 

ASSEMBLYMAN DUGAN: Here is what I am suggesting by 

my question: I am suggesting that what you propose is not 

sufficient relief for these economically marginal residences 

that you spoke about before because you are only asking to 

relie~or to minimize approximately one-third of the tax bill 

of a given resident and you are leaving the other two-thirds 

as is. And accepting this 6.61 effective tax rate, it 

doesn 1 t seem to me that relief is going to be particularly 

meaningful to those people that are marginally operating 

their homes. That is what perplexes me and that is what 

prompted my question. 

MRa PIERCE: I think one thing we are looking at is 

incremental change. If we thought that it was possible 

to have huge changes in policy, we would be arguing perhaps 

in a slightly different manner. But the difficulty is that 

we realize living in the real world, small changes have to 

come about. And one effective way to begin to try to 

equalize the tax burden would be by the State assuming more 

of the responsibility for education. We agree - I think we 

both agree - that isn't going to provide the full relief 

that is needed by people who are really on a low income 

scale in East Orange or any other inner city. 
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ASSEMBLYMAN DUGAN: Speaking for the panel, I hope 

we can come up with a more sweeping revision than you 

suggest, so that we do take these other things into 

consideration. By my question, I didn't want to isolate 

your suggestion, but I wanted to indicate that we will look 

at it in the context of these other remedies that are 

offered. 

MR. OKIN: There is no question that along with 

these suggestions other items could be included in such 

a transfer. If you transferred the function, for instance, 

for county roads and for some of the costs of county govern­

ment into the same or similar kindsof arrangement, you 

would get much more relief for the taxpayer or you would 

have a more equalized kind of taxpaying. I am not so sure 

that the total relief would amount to much. The only way 

you are going to make the total relief is to come up with 

some other form of revenue. And if you come up with some 

other form of revenue, you can come up with substantial 

property tax relief because education erodes funds ...; I mean from 

other sources which are not now available. 

MR. MILLER: Did either of you gentlemen have occasion 

to give any thought to the graded tax plan that Dr. Esty 

was describing just before you carne forward? 

MR. OKIN: I didn't have a chance to read the written 

material that he had and I really wasn't able to get the 

full thrust of his plan. I would like to see it. 

MR. JOHNSON: Well, there are copies available here 

which you might want to study and give us your reaction. 

Are you through, Assemblyman? 

ASSEMBLYMAN DUGAN: Yes. 

MR. JOHNSON: Mr. Haines has a question. 

MR. HAINES: Just one more question- My friend Jack 

Okin here made a recommendation that I am sure that the 

assessors throughout the State are going to be very much 

interested in, namely, change in the assessment from a local 
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to a statewide basis. Would you settle for a regional 

or a county in lieu of the State? 

MR. OKIN: Well, make a proposal and I will tell you 

what I will settle for. I don't have the votes to do anything. 

MR. HAINES: You are aware that assessors are subjected 

to a lot of harassment on the local level. 

MR. OKIN: That's right. 

MR. HAINES: Is that one of the reasons? 

MR. OKIN: One of the reasons is it is such an unpopular 

position for a person to be in at a local level. He is 

under so much pressure. I have been an assessor so I 

know what happens in an assessor•s office. The pressure 

is always on because you, Mr. Haines, are responsible for 

the high tax rate in Vineland and the taxpayers are unhappy 

because their tax dollars are too much. So you are the 

target. You happen to be a qualified assessor. There are 

certain other assessors that we know in the State who are 

elected to office and their next election now depends upon 

their ability to deal with the taxpayers. I could probably 

guess if a taxpayer came in irately, he might be more inclined 

to change an assessment than perhaps someone who is appointed, 

although there are other pressures. 

MR. JOHNSON: Other questions? 

MRS. KLEIN: You are not suggesting any substitute for 

a property tax but rather a different level of administration. 

MR. OKIN: I am suggesting different levels of 

administration. I am suggesting that there ought to be, if 

anyone is interested, some alternative. Some dollars should 

come into the State by other than the property tax. I 

think Mr. Pierce made it clear that we feel that the property 

tax is a very regressive tax. I don•t think as a practical 

matter you are going to abolish the property tax. There 

are ways within it to move out the inequities and if some 

people could think of some way of drawing in more money, if 

these were being handled on a statewide basis - the education 

or some other function·were handled on a statewide basis---

54 A 



MRS. KLEIN: That is what I wanted to ask you. 

Do you really think that there is a way to abolish 

inequities within the property tax framework? 

MR. OKIN: I think there are many ways in which 

these inequities could be smoothed over and the first would 

be a statewide tax assessing system. It is impossible. There 

is an example which is prevalent in the Essex County news­

papers right now- the Elks Clubs. Some communities 

have been taxing Elks Clubs and sore haven'' t. Numbers of 

arguments are being made. Despite what the law might say 

and what I may feel about it, this has been a policy matter 

which has been pretty much decided by the local assessors. 

This is not right. If they are going to assess Elks Clubs, 

all Elks Clubs should be assessed. If they are going to 

exempt them, then they all should be exempted. There are 

many inequities. 

MRS. KLEIN: 

There are problems about valuation. 

Aside from Elks Clubs, is it possible 

really to assess, for instance, some of the industrial 

properties in the State? Is it possible to get fair assess­

ments in a city like Newark? 

MR. OKIN: Oh, I don't think there is any question 

that it is possible to get fair assessments in any community. 

It is a question of appraisal. If you have people who are 

trained and qualified to do the job, you can get proper 

assessments. 

MRS. KLEIN: Do you have any idea what an appraisal 

of Newark would cost? 

MR. OKIN: Reappraisals are very expensive and I 

don't think a lot of them are done competently. I think 

there is a shortage of people. I think if you put good 

assessors in charge of a program and it was statewide and 

you pooled your available manpower instead of having perhaps 

one good assessor in Vineland and another one up in Hackensack 

and spreading them all over but were able to pool the talent 

which is available, you would probably have much better 
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reassessments than you have right now. The problem now 

is that you go to a company and you are dependent upon 

what that company does. 

In East Orange, the last quote that I had for a 

reassessment before January when I stopped being city 

counsel was about a quarter of a million dollars. That 

is for about 10,000 line items. Newark has about 50,000 

line items. So I would expect it would be a million and 

a quarter. 

MRS. KLEIN: Does that make it an expensive tax to 

administer? 

MR. OKIN: I think we are at a point of time now where 

it doesn 9 t need to be. If the tax assessment data were 

put on computers and were kept current by statistical and 

computer techniques, you could maintain your tax rolls 

at a very satisfactory level. Maybe five years ago I would 

have said it is expensive, but I think the expense could be 

solved. I don°t think it is a major consideration. 

MR. PIERCE: I think one of your questions, Mrs. Klein, 

was that when you consider the public needs in the State 

of New Jersey -- my feeling definitely is, and I think 

Mr. Okin shares in it, that the property tax cannot sustain 

the kind of taxation or cannot bring in the kind of revenues 

that are required for the pUblic needs in the State. But 

our main thrust of argument, since you are the Property Tax 

Committee, is to try to show you why we feel it has to be 

limited and equalized. The needs are far greater than what 

we could ever hope to get from the property tax and we do 

need other income sources. Certainly revenue sharing from 

the Federal government is, I hope, an optimistic sign. 

MRe MILLER: At what rate would you limit the property 

tax? 

MR. OKIN: Doctor, I made a study of that. I really 

tried to find a relationship between the property tax and 

investment. In other words, I approached it from the 

standpoint of when the property tax gets to a certain point, 

is there a dropoff in investment in real property? Because 
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you would assume that the property tax was discouraging 

development. I looked at several selected cities and used 

the figures available of the Director of Taxation. I could 

really find no point at which investment was being curtailed, 

new investment, in real property because of a tax rate. 

MRo MILLER: I might tell you we are engaged in a 

comparable study and I don°t know what the result will be. 

MR. OKIN: I abandoned this because I didn't seem to 

be getting any place and I used the effective tax rate. 

It seemed to have no relationship to investment. 

MR. MILLER: Speaking of encouragement and discourage­

ment of taxes, do you find the income tax discourages people 

any more or less than the property tax? 

MR. OKIN: I don't think the income tax really dis­

courages people as much as the property tax. 

MR. MILLER: You could stop working. 

MRS. KLEIN: When you said that taxes constituted 

35 per cent of the cost of a rent in East Orange, is that 

the same as saying that a person is paying a 35 per cent 

sales tax on shelter? 

MR. OKIN: That's right. You could say that. 

MRS. KLEIN: In other words, if we tried to impose 

a 35 per cent sales tax on anything, clothes, furniture, 

refrigerators, televisions, automobiles, this would be 

considered unfeasible, right? 

MR. OKIN: I would suspect you would have some trouble 

with that. 

MRS. KLEIN: But we are effectively imposing a 35 

per cent tax on the purchase of shelter. 

MR. OKIN: That's right and that's occurring in East 

Orange. It is occurring in Newark and Jersey City and many, 

many of the other inner core cities. With rates of 35 per cent, 

the tax assessor now looks at you when you come in to appeal 

and he says, "What's wrong~ We are only taking 35 per cent." 

And that's gross without any kind of deductions for 
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MR~ OI<.:.N~ P.b:oclut .. elyo 

MR." JOHNSON' Wh·~~t. is ':'~-"e bas.i.s cf your judgment 

wit'.h respec:·: t.c ~:.t.s r~lat.~ . .re impa~t. c.f t:h!C property versus 

:;-J-:.e .~r> .. c:orne ':ax 'ilih en we do r.ct hao"'e an in.: orne tax? 

MRo OK_ N: My feelin.:; is th.at t.hre ird::ome tax is a 

more ccr:e ib't.ent t csx.i.!'.g ra.s:" 'The prope:rtr:.y t.ax is based 

upon .sc thecny sorr~·ewbe:re. rie·, 2loped t.r:.at. tJ:e lc:;:r~d is value o 

I t:.hink i:r::. tr .. e 2 O'·.t f:'ent.tny wee find ~hat value comes 

.f. rom economi ::- ~cn:::d.·.1c:: t.:o~.on ax.d services and other things 

is a poorer ~ase. 

MRo JOHNSON~ 'lour answer has a philosophical base rather 

than an ac~ual baseo 

MR o OK:-·N g Yes" 

MRo ,JOHN80N.c 'Ihank yCi,;o Fu.:rther questio:r:,s? [No 

responseo .: Th.~:~k y.:m" Mt" Pierce and Mro Okir!o 

Next, Mrso Ella Filippone of Basking Ridge for the 

ELL A. F :. r P Po 1'\. E: 

&m glad t~c be- befor;.;; :L;c.:. ls time to go 

hGme o 

MR o JOHJ\:E 0N · We are gl5d :~o ha.v.e :yo;1, Mrs o Filippone o 

~- g;,rr, Ell,:;. F" F .U. ippone ,! P:ce s id:ent of 

New Jers·;,:;y, n.:nd a merr.:ber cf ~he Am,eri·':.'oX~ K:::onomic Association 

I have been 

worki.~:·; o.s ~n ec:or:c.mis*'. since 19S 7" pr.irnarily on the Federal 

. .:.. h~·1.:; 1::eer" associated with t.he Joint 

Eccr:.orrli: Ccrrmi •.:~ee ~nd the Ser:~.;;.~ Fina~c:e Commit.tee o 

lt :.s of Lh:? ;,"":"_rros't impor':.a":C:::·e t.o ber;in to realize that 

t.h.:: :r:.e~.,.1 :Lngred i.e:c:: i~·: c.r e·:onorr<y is "Environment" J' All 
... ' . ' d 'h ' . b ' b o t o:.u •':?::cr;oml.:: pro.;: !o ·tees a.n t .. eor:t'e s muf't. eg.tn to e 
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revised because of the omission of environment in our 

computations, projections, and conclusions. We are beginning 

to develop some insight into some of these problems, however. 

Allen V. Kneese and Blair T. Bower, director and associate 

director of Resources for the Future, held a small working 

conference on the quality of the environment. They pointed 

out that traditional economic theory of natural resource 

use and allocation has little relation to many of the 

most pressing problems of environmental quality. 

Among other things, they stated that landscapes and 

other common property resources are becoming increasingly 

scarce and valuable; private property and market exchange 

have little applicability to their allocation, development, 

and conservation. They said: 11 Man is not only overusing 

and misusing these resources, but is actually starting to 

affect the basic supply of some of them. • • Our under­

standing of these resources and of the problems of management, 

analytical methods, policy, and institution-building,which 

they present, is primitive. 81 

However, as those of us concerned with environmental 

quality delve into the problems, we begin to see an inter­

relationship with the socio-economic system of today and 

certain of its inequities, which must be changed and broadened. 

We are all aware that our present economic structure is 

based on the profit motive, and, therefore, the property 

tax becomes more profitable when an improvement is placed 

upon vacant land; highways and new roads place inaccessible 

land open to the developer, and thus constitute the main 

threat to continued existence of the relatively small amount 

of undisturbed country still left. There is no organization 

established to prevent unspoiled areas from encroachment, 

and we economists have not yet been able to place a value 

on the many external benefits from vacant land. 

Innovative use of the property tax could assist in 

this endeavor, I believe. For example, we could adopt the 
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principle of prime land use for farming; in other words, 

criteria could be established to determine the prime factor 

and any such land so designated could not be sold for 

development without a serious tax reversal over a lengthy 

period of time. Farmland not in the prime sector could 

further be categorized as secondary choice, and so forth, and 

the reversal period be less and less. Therefore, any loss 

would be recouped if the property is sold; and for a while 

environmental quality would be enhanced. 

An alternative method could be a tax reversal for a 

smaller number of years with a graduated rate of interest 

for whatever designation the land may hold. 

Similar tax benefits should be applied to large tracts 

of land held as open space by the private sector. When 

large parcels of land begin to fall within the perimeter 

of the creeping urban sprawl, the property tax rises and 

many owners find themselves forced to sell. Speculation 

enters in here also. When appraising such development projects, 

we must begin to contrast the short.-term economic benefits 

with the long-range ecological costs resulting from such 

development. We must institute comprehensive planning for 

flood plains, wetlands, aquifer recharge areas, unstable 

surface and subsurface characteristics and areas valuable for 

scenic, wildlife and recreational purposes. We should 

structure our taxes so that organizations such as the National 

Conservancy, National Audubon, and similar New Jersey based 

organizations can hold open space land without any heavy 

tax burden. This type of land, which can also be categorized, 

if necessary, should be either completely exempt or also receive 

a special assessment. 

In addition, we frequently find in areas where land 

has been bought for speculation, the quick resale. I feel 

that a special State capital gains tax should be levied on 

these sales. The revenue obtained via this source could 

be placed in a special fund to be used possibly as in lieu 

of taxes for certain types of open space lands. 
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The firs~ annual report of the President's Council 

on Environmental Quality under the chairmanship of the well­

known tax attorney, Russell Train, stated: 

"Few cities have kept pace with parkland needs •.. 
1'The immediate economic pressure on a city to permit a 

parking lot or building on what might remain open space, or 

to use parklands as part of a freeway route, is often in­

surmountable. Nevertheless, the accelerating cost of land 

acquisition and the growing need to preserve open space in 

a crowded urbal:J. environment make the purchase of open area~: 

a sound long-range economic practice, which continues to 

pay irruneasurable dividends. 11 

New York City 1 s Central Park is a tribute to the fore­

sight of early planners in saving a large open area for the 

wellbeing of the public. 

With the knowledge that we are the most densely pc>pulated 

state in the Nation, the easiest way to finance any project:. 

has been to look ior higher ratables. At the present time, 

I believe most land in urban areas tend to be undervalued 

and the improvements on land overvalued for tax purposes. 

Consequently, landowners in our cities are discouraged from 

restoring structurally sound buildings or replacing deteriorated 

ones with new structures, since such improvements will 

raise the taxes disproportionately. We are penalizing via 

higher assessments the efficiency of the citizen who keeps 

his home and property in good condition and up-to-date with 

technology. A set of guidelines should be established 

utilizing advanced systems for appraising, such as cubic foot 

values, number of rooms, size, etc. 

In addition, in the rural areas, where the taxes on 

undeveloped land are low, one finds tremendous spurges of 

development, while our cities are dying. This is particu rl~ 

true of such cities as Newark and Paterson. I t.hink you. 

have heard quite a bit about that today. We see propert.y 

abandonment, which is resold either for back taxes or at 

auction, and frequently cannot be sold at all. Because of 
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the losses of these taxes, some cities have given con-

cessions to keep industry from moving into the suburban 

areas, which often leads to a deterioration of environmental 

quality, and also does not provide an incentive for individuals 

to live in an area threatened daily by pollution. 

It seems most important to me that we cannot equate 

the property tax without also considering the effects of 

other forms of taxes within New Jersey. During the hearings 

on open space, we called for a complete economic systems 

analysis of the State of New Jersey. This wou~ involve 

not only its entire tax structure, but many other factors 

Which lead to a knowledge of how the State functions, 

encompassing both supply and demand. Cleaning up and main­

taining a healthy environment is going to be expensive, and 

we must find ways of financing this addition to the already 

inflationary costs of running the State. 

A considerable portion of the property tax is used 

for education, which must also be updated to include the 

concept of environmental education, a thoroughly exciting 

experience for our children. Dr. William Miller last week 

at the 40th Annual Meeting of the New Jersey Taxpayers 

Association discussed the subject of a uniform property tax 

for education, and in his opening statement pointed out 

that it 11 would solve some problems and create others." His 

conclusions stressed the need for continued study, with 

which I heartily concur. 

Consideration should also be given to Dr. Billy Cook 1 s 

use of the Wisconsin Circuit Breaker for aid to our elderly 

citizens. 

Because of the time allocated to us today, I have only 

skimmed over a few suggestions. There would be considerably 

more to add when one begins to add the computation of 

percentiles, equations, etc. I would be most pleased to 

expand on any concept in which this Committee would express 

interest. 

Our interpretation of the use of taxes, whether they 
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oe the prope:rt.y tax or an income tax or any other form 

of tax must begin to seek to understand how things relate 

to one anoi.he.c and how they, in turn, relate to furtheri::.:.g 

the quality of life for all people presently as well as 

in ·the future" 

MRc JOHNSOI:J~ 'I'hank you, Mrs. Filippone. Questions? 

Any questions, Dr. Miller, after citing that authority? 

MR, .c.~n.LI.ER ~ I hesit.ate to start when I am ahead., 

I do have a question. I am not sure it is within the 

c::;mpass or: what you have to say. You talk about innovati,:c, 

use of the propert.y tax and an example is the principle o ~ 

pr:ime lane'"< use for farmland. Do I take it that you mean 

somethir.g di.LfeJ~ent. than our farmland assessment act. '-"e 

have nov,'? 

MRS • .FILIPPONE: Yes, I do. 

MR. l-1ILLER • How would your proposal differ~' 

.HRS o FILIPf{;NE: It stems actually from some tax 

laws in England at ·the present time. They have found t:.hat 

it is absolutely necessary to keep a certain amount of land 

in farming. It is necessary because you have to have a 

food supply. Therefore, the land that is best used - and you 

have your experts who can tell you what good land is - is 

categorized as prime. This land is more valuable as a 

source of growing produce and to be kept in the farm industry, 

if you might call it that. So they take this land out of 

the taxing sector and give it a very low tax rate. But it 

also can never be sold. In England, it can never be sold. 

However, my suggestion is that where you have this excellent 

farming land you take it out of the development area and 

keep it for farming for the farmer who wants to farm. I£ 

a farmer wants to sell to a farmer, fine. But if he sells 

·:.,) a deve 1Gpe :.- - and every farmer who has this land de siqn:-d ·s~l 

a.:c. i.~-~ .• rc.,~ lan: .. ty',:.;..:.::.d iu.l.Ly understand the irr:plL:::aLions :::.:[ 

this - I believe in England it is a ten-year reversal. 

'rhen you have the appraised value of this prime farmland 

and your buyer must. pay this huge amount of money. So the 

community does not lose. 
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It is my feeling if we categorize farmland as prime, 

and so forth, that you can get down to a point where you 

do have farmland that can be traded in the market place 

without any harm done to anyone and yet you still have 

your farms with your benefits. 

MR. MILLER: Would you do the same thing with the 

location of industrial plants which I believe they also do 

in England? 

MRS. FILIPPONE: You mean with going industrial plants? 

MR. MILLER: You establish a location or a series of 

locations where industrial plants should be, according to 

planners' decision, and then you couldn't locate an industrial 

plant anywhere else, just as you must have farm use in the 

farm identification. 

MRS. FILIPPONE: Well, I think it would depend on 

the industry that you are thinking about. You have to have 

flexibility. Certain industries, such as the paper industry, 

haveto locate near water. But your land is stationary. 

You can move industry from one coast to another or to many 

other parts of the State if you like. But with the principle 

of land, you have so many different kinds of land within 

New Jersey itself. So I wouldn't apply the same context 

to industry because industry can be flexibile and move. 

MR. JOHNSON: I thought you said at first that the 

farmland, once designated as farmland, was farmland in 

perpetuity. 

MRS. FILIPPONE: Prime farmland- that which is designated 

prime. 

MR. JOHNSON: Then another classification of farmland, 

once sold to developers, is subject to a ten-year retro, 

the sales price being the assessed value for that ten-year 

period? 

MRS. FILIPPONE: If this is what the Commission would 

decide. I think you can be flexible. 

MR. JOHNSON: I am asking you --­

MRS. FILIPPONE: You want my opinion? 
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MR. JOHNSON: No. I thought you were describing whet 

is done in England. 

MRS. FILIPPONE: In England, the sales price for the 

land at the time of the sale is the basis for the assessment. 

MR. JOHNSON: With a ten-year retro? 

MRS. FILIPPONE: With a ten-year retro. 

MR. JOHNSON: And prime farmland is farmland in perpe;:LL-ry .. 

MRS" FILIPPONE: Yes. The prime farmland can never be 

sold unless there is an emergency. 

MR. JOHNSON: How long has that system been in effect? 

MRS. FILIPPONE: As far as I know, it has been about 

three or four years in some areas of England. This is not 

for the entire country. This is certain areas. 

MR. JOHNSON: Thank you. Further questions? 

MR. MOWERY: Don't we already have a safeguard in ou>: 

farmland assessment act with a three-year roll-back, where 

if it changes use, it is subject to a roll-back? 

MRS. FILIPPONE: But it is not enough- not enough for 

the best land. I have a scale here that I am suggesting. 

You have certain land that can be sold in the open market. 

But the finest soil that we have in New Jersey should remain 

in farmland. This is what this concept tries to explain. It 

relates also to open space because you have certain kinds 

of open space that contribute to the well-being of humanity. 

Your marshes, your forests, your trees - they cannot be 

replaced. There is this economic concept that has been 

passed on by Dr. Kiserling of the Committee on Economic 

Development that states that man has no right to alter the 

land so drastically that he cannot replace it. We have done 

this. A parking lot ruins the permeability of the soil. 

So we have to find an alternate way for the water to be 

absorbed. This is why it is so very important that we do 

find ways and means to let land remain in open space - the 

farm principle is one - and to give tax concessions to open 

space that is held either by the private sector or can have 



some kind of easement put into it. 

MRo MILLER: Can I try one other question of a philosophi­

cal type. All day we have heard proposals for one form or 

another of tax concession for socially desirable goals. 

What will be left for the municipalities to support govern­

ment if we take all that advice? 

MRSo FILIPPONE~ I think you have to begin to balance 

your economy and you have to begin to find ways You 

can take your property tax for education and for welfare, 

for whatever you want. But there may have to be for housing, 

for example, Federal money corning into the program. You 

have to balance it, I think. And I think that the property 

tax has a very important role to play in restoring the quality 

of our environment. Not only will it play a role in the 

education of our children, but also in their health and 

well-being. We can°t forget that. 

MRo MILLER: Wouldn°t this mean a gradual decline in 

~he capability of local governments to support themselves 

if you take away the one tax they seem so able to use? 

MR. FILIPPONE: You wouldn't take away a disproportionate 

part of it. I think there was a case recently - I am not 

sure whether it was in New Jersey or not - which said a 

certain percentage of a community could not be put in tax 

exempt land. This should also be a factor that is considered 

in your deliberations. This applies across the board, with 

religious organizations, etc. You put them all in the same 

pot in a community where you have tax exemption so that 

you don°t have an unbalanced structure within your municipality. 

I think that a uniform property tax throughout the State 

is inequitable myself. 

MRo MILLER: Inequitable? 

MRSo FILIPPONE: Yes, I think so. 

MR. MILLER: Why? 

MRS. FILIPPONE: Because that takes some of your 

constitutional rights away from you, your ability to choose, 

your ability to develop as you see fit. If you begin to 
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make ev.:ry-c.hing uniform, there is no choice. I want to 

live in th~ co-..:tncJ::y with trees and open space. Someone e.L5e 

migh·t wan·t to liv.:: in a city restored as a cultural cente:.t. 

I think v1e n'u.s-t ::nain·tair. the individuality of a citizen. 

1'he property tax ... .-... some ways as it stands now does this. 

MR. f~INES: I have one question. In the last paragrapr 

on page 2 oi ;p::.·.:..r: .:.tatement you mention that:. you belia·"'e th;c,-~ 

~•,est lar~a L:. J.rban areas tends to be undervalued, whereas 

the improvemen1:.s a.re overvalued. 

l1Lli.S. I .iLii.?PCNE: Right. 

MR. HLINES: .I£ we pro.ceeded to correct this from y011: 

s1:.andpoint, woulu the increase of the land value be greatcL 

or less -.:h:.tr.:. the decrease fur the improvements? 

MRS. :?lLlPP01:E: It: wouldn 1 t. What. I am trying t .. c. soy 

here is what you have heard several times tod& .. y, that 

<.Nher'" you. have an improvement on your property and :z·o~ Ket:o:F· 

it improved and you keep keeping it up-to-date with 

techc.ology ·· you put your new electric system in, etc. ·­

you are penalized for making improvements. In Newark, for 

example, some of these houses are structurally sound. As 

a matter of fact, my husband and I handled an estate recently 

of a house that was built in 1900. It was a fine house. It 

needed some fixing, some modernization. However, once this 

is done the tax rate goes up so high that it becomes prohibit:b.7<::. 

It is the Vailsburg syndrome that was discussed at the New 

Jersey Taxpayers Association. The tax rate becomes so 

high that the person with the income to buy a $20,000 hcus~ 

can 1 t handle it. 

HRo HAINES: You mean the tax bill rather than the tax 

rate. 

MRS. FILIPPONE: The tax bill, yes. It was that $150C 

:..ax ·.oi.ll that Dr. StE;rr.ley talked about s.nd •we experiencl::d 

~h.i...s in N.e\-;ark. It "dl:i. spread out if we dor~ it. give t.he"'­

areas some incentive. 'I'his is why we come into the concept 

of a land tax, but giving an incentive -- again I don't 

know :J.f I am 9ilding 1:.he lily, but I thought the investment 
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credit type idea that Dr. Miller discussed before would 

be a very fine suggestion. I rather liked that. I think 

we have to give incentive. 

MR. MILLER: The nice thing about it is it would come 

out of the Federal treasury and not out of New Jersey's. 

MRS. FILIPPONE: The investment credit incidentally 

in 1958 during the Eisenhower administration when this was 

put into effect for expansion of business worked beautifully. 

It was a 7 1/2 per cent investment credit. It worked and 

it did what it was supposed to do. 

MR. JOHNSON: It worked so well it was repealed. 

MRS. FILIPPONE: That is different. 

MR. HAINES: It didn't last long. 

MRS. KLEIN: Mrs. Filippone, on page 2 where you 

speak about a State capital gains tax on speculative land 

sales - can you enlarge on that in any way? 

MRS. FILIPPONE: I would be happy to. We are all 

aware of our urban sprawl and we have our open land. Our 

entrepreneurs come out there and they buy it and then 

quickly sell it in, say, three or four months. This is 

because they have had the inside information sometimes that 

a highway may be going in or that some organization is 

moving out there and there will be a great demand for the 

property. This is happening time and time again. 

I think on these quick sales a capital gains tax 

should be placed so that we have some benefit for land 

that has exemptions on it. It would be nice to put it in 

a trust fund to be used in lieu of taxes. I think as we 

begin to look at that, you will find that there are a lot 

of quick sales within this State. I know within our own 

community, which is not that booming, we have a lot of 

turnover of vacant land for speculative purposes. It is 

the new frontier, they call it. 

MRS. KLEIN: What about land that is bought in 

central areas and held for a number of years and the housing 

allowed to deteriorate until zoning changes are arranged for 
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high rises or something and then the land becomes extremely 

valuable. That wouldn°t be a quick sale. 

MRS. FILIPPONE: No, that wouldn 4 t be a quick sale. 

The capital gains would be handled similar to the way you 

handle your stocks. If you hold it for a certain period 

of time, it would receive short-term capital gains treatment. 

You see what I mean? 

MRS. KLEIN: What is the time limit on that? 

MRS. FILIPPONE: Six months. 

MRSo KLEIN: And beyond that there would be no capital 

gains tax? 

MRS. FILIPPONE: No. If you wanted to make it a year 

even - I mean, you have to be flexible. But I think where 

you have a quick sale where it is readily easy to determine 

that someone bought it because they knew the price was 

going to go up very quickly 

MRS. KLEIN: And that tax would be deductible from 

a Federal capital gains tax? 

MRS. FILIPPONE: Most probably. 

MRS. KLEIN: I would like to ask you about your statement 

that you. think that a uniform property tax assessment or 

a uniform property tax rate would be inequitable. 

MRS. FILIPPONE: I do. I think then you lose your 

ability to choose. I think that there has to be a difference 

so that you have a right to --- I mean, we will develop as 

we continue to grow a monolithic society which I don 9 t 

personally from my own point of view want. I think you can 

develop guidelines - you can develop a code for your assessors. 

You can, as the gentleman before me said, have State assessors 

to see that your assessments are equitable. But to make it 

a uniform property tax so that everything becomes the same 

and uniform ---

MRS. KLEIN: The only thing that would become the 

same would be the tax. 

MRS. FILIPPONE: Well, wouldn't the next step then be 

uniformity of enforcement for whatever your tax is for then? 
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That 0 s the route that I have usually seen in government. 

MRSo KLEIN: I don°t know what you mean. 

MRSo FILIPPONE: Well, the property tax is used to 

finance your education and uniformity in education might 

sound fine, but you can never even get uniformity in two 

teachers. If you take it one step further, as the gentleman 

before me said~ the State would have to hire the teachers. 

Then you have certain criteria and you may run into a 

situation in teaching, as you do with some civil service 

jobs, where you have someone there that is not suitable 

and you can°t remove. I think Dr. Miller touched on this 

somewhat the other day. I don 1 t want to hand the buck to him. 

MRSo KLEIN: I heard him too. 

MRSo FILIPPONE: But I think these problems have to 

be discussed and considered very seriously. 

MRS. KLEIN~ I think the only thing people are thinking 

about in terms of this is that in some towns and in some 

cities you have a tax base behind each child to be educated, 

which is a fraction of what the tax base is in another town 

where a child is to be educated. Do you feel that is part 

of the variety of choice that must be maintained? 

MRS. FILIPPONE: I think we must have a variety of 

choice, yes. I think a variety of judgment must be maintained 

alsoo Otherwise, our economy will become, as I said, 

monolithic and I don°t think this is good for the country. 

It is not good for the State. We haven 8 t been this kind of 

a state and we don°t want to be this kind. We have to become 

more flexible. We have to find a place for everyone. But 

to become totally t.he same - I don ° t think this is good. 

MRS. KLEIN: So you think the child who is living - let's 

say by choice - in Jersey City, receiving an education 

substantially less valuable in cost than a child, let's say, 

in Basking Ridge or Bernardsville -.that this is the kind of 

variety which we.should maintain. 

MRSo FILIPPONE: I can only speak from my own experience. 

I grew up not far from Jersey City. I am glad you used that 
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place because I know more about it. The school system 

I carne from basically was not that great. I have chosen, 

because I have worked very hard, to move to Basking Ridge, 

which has possibly a better educational system. Possibly 

this is why I want my children to grow up in Basking Ridge. 

But I think that we highly underestimate the education 

system in some - I say 11 in sorne 11 - of our poorer communiti,: ~;. 

You have your calibre of intelligence. We know this. We 

know how some people study better than others. We have 

many examples of great people who have come out of the 

Lower East Side of New York who have achieved greatness. 

Our President is a man who did not go through a superlative 

school system in his early years. 

Here again, I think if we can build in some kind of 

initiative factors within our economy, we will be far bette;: 

off than corning up with uniformity which frequently leads 

to mediocrity, I am sorry to say. I would rather pursue 

the road of excellence. 

MR. JOHNSON: Mr. Mowery, you had a closing question, 

didn't you? 

MR. MOWERY: Yes. I get the feeling so often that 

it is a crime to make a quick profit in the sale of land. 

We are all speculators. Why is it more of a crime to 

make a quick profit in land sale than the stock market or 

a horse race? I mean, this is part of our economic system. 

I get this impression so often that it seems to be if you 

make a quick profit in the sale of land, it is a crime - you 

should share this profit with the general public. So if I 

make a quick killing in the stock market, why doesn't this 

hold true? Nobody is doing it today, but at one time 

MRS. FILIPPONE: I think about two years ago I .. would have: 

agreed with you wholeheartedly. But I think now we a~e 

beginning to realize that we are in an environmental crisis 

and that vacant land serves you more than developed land. 

And you are only going to sell your land at a profit so 

that someone else can either hold it to make a greater profit 
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t,han you did or to put a house or building or what have you 

on it. We have to begin to build into our tax structure 

and into our economy a new concept, which is what is best 

not only for the good of the public but for the health of 

the public. Our vacant land as it now stands does absorb. 

It, does purify. It purfies the air. It holds the water. 

We have to have thiso And because of these new concepts that 

are daily being developed - and as I mentioned, Resourcesfor 

the Future is beginning to give us economists who believe 

this some backup on this. We are getting geologists and 

chemists - everyone studying the value of land use. They had 

hearings in Washington in the Senate Commerce Committee 

and then in the Senate Interior Committee on land use policies, 

under the chairmanship of Senator Jackson. It was unprecedented 

in its length and in the contributions that people have 

given to land use planning. We do not at the present time 

have a national land use policy and because of this, I think 

we must take some land and set it aside. That is why I 

thinkfo Make your killing on the stock market if you can. 

Bet, on t,he horse. But I would like to see this concept 

at least investigated considerably because it is for the 

health of people. It is for their well-being. 

We have stress syndromes now too beginning to show 

themselves within our cities. We need the parks. We need 

some place for people to go to get away from the crowds 

and the humdrum and noise of the city. 

MRo JOHNSON~ Thank you, Mrs.Filippone. 

Mrso Helen Fenske, representing Green Village. Or 

should I say Mrs. Fenske from Green Village? I don°t know 

whom you are representing. 

MRS. FENSKE: I am not representing Green Village. 

MRo JOHNSON: You are representing Mrs. Helen Fenske? 

MRS a FENSKE : Right. 

HE L E N c. FENSKE: My point of view is very 

similar to Mrs. Filippone's. My paper is rather long, so 
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I will try to go through it hastily and not repeat too much. 

I am Helen C. Fenske, former Director of the North Jers 

Conservation Foundation, Consultant to the Office of Resou:cce 

and Environment of the Ford Foundation, and presently CoadjJ n~. 

College of Agriculture and Environmental Science, Rutgers 

University. I am not an economist cr an expert on tax lc:¥1, 

but I make t.he following comments as one who has observed 

sufficient environmental patterns throughout the count>ry 

to recognize the vital importance of tax structures on 

environment.al quality. 

In the past, the points of view of conservationists ha·v2 

been largely dismissed as being unrealistic and/or incompre­

hensible when economic policy and structures have been fonr.:;J 

This inability ·to relate environmental values in mear Ln.q::: .. , 

economic terms still persists. 

We feel the recommendations of the Tax Policy Comrtti.tt.~ 

will have a direct and vital influence on the future quali;: .'/ 

of New Jersey's environment. For this reason, an attempt 

should be made to explain the gap between the conservation·-· 

ists and the economists in the hope that the Committee can 

forge a bridge which will serve all interests in the St.ate. 

Simply stated, the terms that experts in each field 

use to form the basis for their projections are entirely 

different, and little or no research has been done, and t~is 

is nationally, to wield the two into a single integrated 

scale. 

The conservationist speaks in terms of the essential 

externalities which, over the years, have been abundant - and 

free. These are clean air and water, and the natural 

resources and amenities which support life and make for a 

quality living. 'ro many, conservationists have appeared t.o 

be m(:rely preser·vationists, or obstructionists, buc -chl.s _ 

because open space preservation forms the base for clean 

air, water and natural resources. It is essential to a 

life-support system and should not be relegated to a fringe 

consideration. 
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Hence, conservationists measure the Garden State 

in terms of its once great versatility of terrain and 

resources - the lakes, mountains, valleys, rivers, coastline 

and estuaries. 

I color this scale light green, blue and white with 

dark green, denoting its open space base,and I have this 

scale (indicating) representing one separate scale and 

this is where we started from. 

Economic development and progress, with its demands 

for resources and services, represent the other scale. 

Its measurement has been computed in terms which many consider 

fairly concise - that of dollars and cents. The growth 

aggregate represents corresponding sUbtraction from Scale I, 

but this has gone uncomputed in measuring progress. The 

ideal situation would be a system to figure true costs of 

economic growth. 

We are now in the position of having economic growth 

and development overcome the natural and physical resources 

of the State needed to support both progress and the population. 

The New Jersey Commission on Open Space Policy made the 

following statement in a preliminary report to the Legislature 

on 6-26-70: 

"The remaining New Jersey open space lands are now 

nearly fully utilized to support the present densely developed 

and populated sections of the state. These open lands are 

essential to the environmental well-being of our present 

urban municipalities. 11 

Yes, we will survive, but that survival may not be in 

livable terms. 

I color this scale black and red for the future unless 

there are drastic changes in New Jersey's environmental 

priorities. 

In other words, what I am talking about, as your 

economic scale goes this way (indicating), this scale goes 

this way (indicating), and it has never been computed or 

related. We are now up here and down here (indicating) and 
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this is when we are going to begin to go in the .red 

because they no longer have resources from which to draw. 

It is essential and it has to be considered. No longer 

can we put our heads in the sand. 

Very little work has been done anywhere to relate 

these scales in conclusive terms that are useful to the 

legislat.ors, government officials and official bodies, such 

as the Tax Policy Committee, who establish policy. Nowhere 

is this type of research more needed than in New Jersey. 

If environmental factors are not now given the highest 

priority, New Jersey will surely become an environmental and 

economic disaster area. 

Recommendations - I urge the Tax Policy Commit.tee t.o: 

1. Finance an immediate comprehensive study of the 

impact of property taxation and other tax structures on 

the quality of New Jersey 1 s environment. This indeed would 

be unique for a state and I would think that you could for 

this reason get supplemental, maybe foundation funding or 

something of that sort. Because little or no work has been 

done. 

2. Find new tax revenues to relieve the tax burden 

on local property. 

3. Plan a specific source of steady funding for 

the State's growing environmental needs. 

I have made suggest.ions relative to each of these points 

and I will just go over a few of them. 

The State imposes tax burdens on local communities and 

has laws I didn't go to Scale III, but you all know what 

that is. That 1 s the social services which goes up here. 

O.K. And that has never been related fully. 

The State imposes tax burdens on local conmmnit.ie::; an.d 

has laws that c:..:ut into the property tax from which towns 

and cities must derive all their revenuE>. At the same time, 

local governments have little or no control over many of 

these expenditures. Major reliance on property taxation 
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means cities and towns cannot afford to build - or rebuild -

with proper balance given to watersheds, parks, wise 

development patterns, water supply, recreation and esthetics. 

This capability is essential to counter air and water pol­

lution, urban stresses, and the growing ugliness of the 

countryside. We have heard a lot about that today. Further, 

dependence on local property taxes means the State does 

not have either the leadership or leverage needed to 

implement State policy. 

In other words, the State imposes too great a burden'on 

communities through property taxation for state and county 

services over which local governments have little or no 

control, and I have listed some of these that I have thought 

of. 

A study should not only analyze all demands placed on 

local property taxation, but also determine the effects 

such taxation has on ill-planned random development patterns 

and open space loss. And we have had more specific recom­

mendations today. 

Relative to the second suggestion, if we do not raise 

the needed revenue from new taxes at the State level, we 

will have to raise more from local property taxes. There 

is no alternative. Those who are against new State taxes 

must favor far higher property taxes. 

The solution most often offered to increased property 

taxes is a combination sales and income tax. There is an 

increased support for the idea that a state must make use 

of both - the general retail sales tax and the personal 

income tax. Thirty states now levy both, and more significantly, 

twelve states joined the double tax ranks since 1960. When 

both kinds of tax are put into effect, the laws enacting them 

can be written so that the resident taxpayers can credit 

what they pay against their state income tax. This protects 

persons of low income and those with many dependents against 

any significant payment of sales tax. 

I will skip over most of those. I would like to 

particularly emphasize though (d): Increased funding to 
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towns and cities for local services which municipalities cannot 

provide adequately for themselves, but which are essential 

for the resolution of certain problems. 

Some of these might relate to waste management, pollution 

control of all kinds, water supply, flood plains, etc. 

These monies should include new grant-in-aid programs 

to towns and cities. I am very fond of grant-in-aid programs. 

The Federal Government uses grant-in-aid programs to promote 

national objectives, which, in many cases, would be ineffective 

without such support. The great national turnpike network and 

pollution funding for interstate waters are examples. Acting 

alone, individual states could not - nay, would not - formulate 

and implement such programs. 

Similarly, many New Jersey problems result from a lack 

of State direction or State response to Statewide problems. 

These should not be contingent on a local property tax for 

long-range solutions. With 567 communities crowded into 

this small state, State leadership and policy underwritten 

by adequate finance programming are more essential than in 

most states. Unfortunately, New Jersey lags far behind in 

statewide initiati~es. 
In other words, grants-in-aid promote state goals by 

encouraging local governments to act, yet allowing control 

to remain at the local level. They are, in many cases, 

superior to direct state action. There seems to be no 

possibility of cohesive state leadership and policy on behalf 

of the total needs of the state under the present system 

of major property taxation. 

[Complete statement submitted by Mrs. Fenske 
can be found beginning on page 131 A of 
this transcript.] 

MR. JOHNSON: I am sorry, Mrs. Fenske. In fairness 

to those who have waited all day to testify, we must hold 

to the ten-minute limit. 

MRS. FENSKE: That's all right. 

MR. JOHNSON: Your paper can go into the record as 

though you presented it all in person or you can wait until 
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we have given each person one chance at least and put it 

into the record yourself. It is up to you. 

MRS. FENSKE: That's all right. I understand. 

MR. JOHNSON: Are there questions? [No response.] 

All right. Thank you. 

Mr. Harry J. Pinsky of Camden, speaking for the 

New Jersey Council on Legislative Issues. Is Dr. Pinsky 

here? [~o response.] 

Now another gentleman who has waited all day, Mr. 

Frank R. MacKannan - and that is spelled M-a-c K-a-n-n-a-n -

it is on your list somewhat differently - speaking for 

United Seniors of New Jersey. And did you wish to split 

the time with others you may have with you? 

MR. MAC KANNAN: I have only a very short statement 

here that will take probably two to three minutes. 

MR. JOHNSON: And for the record, sir, what is your 

name? 

MR. DAYES: Harold 0. Dayes. 

MR. JOHNSON: You are listed here. 

HAROLD o. DAY E S: Honorable gentlemen, I am 

President of the Ocean County Seniors' Coordinating Council, 

Vice President of the United Seniors of New Jersey, and 

I am Vice President of the Berkeley Mens' Senior Club. 

Down in Berkeley we have had a lot of senior citizens 

who have had to sell their homes because they couldn't 

afford the high taxes, the upkeep, or the prices were 

just too much to manage. They just couldn't afford them 

and they don't need a six- or seven-room house anymore 

because their children have left them. 

With this money and whatever else they had and Social 

Security included, they figured they could rent a small 

place, an apartment, for about $100 a month and live out 

the rest of their lives. They couldn't afford to buy another 

house as you can't build small places anymore. Every place 

is zoned for 1000 square feet, 1200 or 1800 feet and more. 

Lot sizes are 100 by 100 or a half acre or an acre, which 
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means higher taxes, more cost, more upkeep and more work. 

So they moved into their apartments. Six months later it 

is $120, then $130, and a couple of years later it is $160 

and $180. This, plus everything going up, has them worried. 

I want to propose a bill that would make it mandatory 

for every township in the State to set aside a percentage 

of land to be rezoned into lots 40 or 50 by 75, specifically 

for senior citizens, on which they can have a home from, 

say, 600 square feet up. This is something they can afford -

low cost, low taxes - something they can call their own -

something they can be proud of, not a shanty town. 

I have an ad for small pre-constructed aluminum homes 

that could be moved on foundations similar to a mobile home, 

good looking, low-cost heat, easy to clean. The taxes 

would be very low. They would still be paying school tax 

but not so much. We are not against paying taxes, but we 

don't think we should support our children and our children's 

children all our lives. It must be accessible to shopping 

centers, churches, and so forth. The town must build a 

club for the seniors, for which they would pay a reasonable 

membership to maintain. It could be a mobile home, but why 

they call them mobile homes is beyond me. You can't hook 

them onto your car anymore. You must hire a mover to move 

them, and movers can move any house, even brick. 

Some municipalities have low-rent housing. This 

should be expanded or extended so that they accommodate 

more of their needy, local seniors. 

We need controls for mobile homes. Most parks require 

you to buy from them, which means a higher cost in the 

beginning. Then you can't move them because they only rent 

space to buyers. You can't sell them without paying them 

a percentage. You can't even give them to a friend or a 

relative. Most will not give you a lease over 6 months. 

Ycu.can get an increase as often as they want and you can't 

move them, so you have to pay it. 

Why people pay sales tax for mobile homes, I can't 
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understand because they are a home and they should not be 

taxed. 

That, gentlemen, is all I have to say, excepting 

that I agree with Mr. Pierce, I believe it was, who wants 

us to pay more school tax ~ · have the senior citizens 

live out where there are not many kids going to school -

and they will have to support the schools in the larger 

cities. However, I do agree that all schools should be 

under the State if they meet certain recommendations, and 

these recommendations, gentlemen, I have in our paper - the 

next one that will be printed - the United Seniors. 

MR. JOHNSON: And you will see that that is filed 

with the Committee? 

MR. DAYES: Would it be possible for me to send you 

a copy? 

MR. JOHNSON: Yes, surely. 

MR. DAYES: I will give it to Mr. Ben Raby and he 

will bring it down to you. 

MR. JOHNSON: Very good. 

MR. DAYES: Thank you very kindly, gentlemen. 

MR. JOHNSON: Mr. Timekeeper, how much time do we have 

left? 

MR. FOX: We have about five and a quarter minutes. 

MR. JOHNSON: Mr. MacKannan - five and a quarter minutes. 

MR. MAC KANNAN: I can't talk that fast. 

MR. JOHNSON: You don't have to to readit into the 

record .to get it before the attention of this Committee. You 

can summarize in that period of time and that will be fine. 

FRANK R. M a c K a n n a n: I would like to 

clarify one thing in my int~oduction here of myself. I 

did not include the United Seniors of New Jersey. They 

are also sponsoring me. 

MR. JOHNSON: In introducing you, we so indicated. So 

that is in the record. 

MR. MAC KANNAN: Thank you for permitting me to speak 

here today. Of course, taxation is one of my pets. The 
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taxation system in New Jersey is archaic and outdated. 

Now this is not my observation alone - this is the belief 

of thousands of taxpayers in New Jersey. 

Some taxes are needed. Expenses to operate our 

State government must be paid. Taxes today are unbearable. 

Three hours of work out of each eight-hour day for the 

average wage earner goes to pay taxes. Now this is a 

hardship on everyone. 

I have been called, along with other names, the Ralph 

Nader of South Jersey. This I consider a very flattering 

compliment. Just to be slightly compared with our "National 

Do Gooder" gives me the needed incentive to carry on. 

We do not want any more State Tax Studies. This 

year the 12th Tax Study is under way at a reported cost 

to the taxpayers of $250,000. We do not want any more 

promises of tax relief. We want and we need tax reform now. 

I would like to offer some suggestions to improve 

our present tax system. 

The General Fund, the Pork Barrel, must go. Under the 

laws of New Jersey,taxes can only be dedicated for one year 

and then become a part of the General Fund. This is an 

extremely bad law. Taxes should be levied for specific 

purposes only. If the fund becomes too large, the amount 

of tax should be reduced or eliminated or the benefits to 

the taxpayer increased. 

The 5 per cent sales tax must be repealed. It taxes 

too many people who can least afford this type of tax - the 

Senior Citizens and the poor. 

Public hearings or referendums should be held before 

adding a new tax or increased tax burden on the taxpayers 

of this State. 

Efficiency - this is sadly lacking. Twelve Tax Studies 

in 12 years. Remember the figure I just quoted? $250,000 

this year. This is a classic example of inefficiency. Have 

you ever tried to get a yes or no answer from the New Jersey 

State Reference Library? During a recent telephone call 
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on a simple question and after riding the merry-go-round 

for 45 minutes, I was given the name of a man who had the 

answer. However, he was out of town. I then wrote a 

letter to him asking for an answer to my question and I 

am still waiting for his answer. Efficiency? 

MR. JOHNSON: Excuse me, Mr. MacKannan. There are 

only two minutes remaining. I wonder if you would move to 

your affirmative suggestions. 

MR. MAC KANNAN: Yes, sir. 

MR. JOHNSON: I hesitate to say that. You have waited 

all day. But we would like the benefit of your advice. 

MR. MAC KANNAN: I have here a yellow paper on property 

tax reform. Now we have heard a lot about property taxes 

here today. No one has come up with anything concrete, but 

this is concrete. This proposal is guaranteed to reduce 

your property taxes. However, it must be sold by the legis­

lators to the taxpayers and we only want this yellow paper, 

dedicated by constitutional amendment to reduce the property 

taxes in the State of New Jersey. 

Do,you want me to stop there? 

MR. JOHNSON: No. I just want you to keep within 

the time limit. We did want to get to that. Do you want 

to expand on your formula? 

MR. MAC KANNAN: I would like to get back to number 

five. 

Mail - Many of our New Jersey's taxpayers believe their 

letters are never seen by our legislators. They feel 

someone screens this mail and discards it. I believe that 

all mail deserves an acknowledgement. 

Also, here is a resolution on Tax Reform, proposed by 

the Monmouth and Ocean Tax Collectors and Treasurers Assoc­

iation. I would like to know if Senator Harry Sears has 

received this resolution? If not, here is a copy. 

MR. JOHN: Yes, we have one. 

MR. MAC KANNAN: I might say this: On this property 

tax referendum, I have a lot of endorsements from tax collectors, 
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from mayors of different towns, and I have one here of 

which I am very proud. I received this: 
11Dear Mr. MacKa.nnan:· In regards to your copy handed 

me Tuesday evening, October 13th, I have been informed since 

that the Municipal Receivers, Tax Collectors and Treasurers 

Association of New Jersey will include at their October 28th 

meeting the resolution for an income tax, dedicated by 

constitutional amendment for the reduction of property taxes. 

I thought you would be interested in receiving this information ... 

[Exhibit presented by Mr. MacKa.nnan can be 
found on page 13 7 A of this transcript.] 

MR. JOHNSON: Thank you. Are there questions of 

Mr. MacKa.nnan? 

MR. MILLER: Mr. MacKannan, I notice you have proposed 

repeal of the 5 per cent sales tax. As I recall, the current 

State budget anticipates some $500 million in revenue from 

that source. How would you replace it? 

MR. MAC KANNAN: I believe luxuries should be taxed, 

not necessities. I think the State should examine all the 

revenues. These things here - I smoke those. Put the tax 

up on the goofy things. Maybe I will quit. 

MR. MILLER: Do you know how much tax you are smoking 

now? 

MR. MAC KANNAN: I'm smoking an awful lot of them. 

All right. Let's take horse racing. This gentleman 

here spoke about horse racing. A harness track in the 

northern part of the State of New Jersey is needed. 

Pennsylvania wasn't worried about horse racing in New Jersey. 

They opened up a new track just recently over there. They 

have both harness racing and flat racing. We do have a 

couple of harness tracks in New Jersey. We have one in 

Freehold and one in Atlantic City. But North Jersey is 

where the people are. Should they be afraid of New York, 

Roosevelt Raceway or what have you? Of course, not. 

New Jersey needs the revenue from that harness track. 

MR. JOHNSON: Are there qthe:t ·.questions? [No response.] 

Are there questions of Mr. Dayes? 
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MR. DAYES: Could I say something on that? 

MR. JOHNSON: I am sorry, Mr. Dayes, only in response 

to a question. Is this responsive to a question posed by 

Mr. Miller? 

MR. DAYES: I don't know. 

MR. JOHNSON: Then we will have to wait until we are 

finished. 

MRS. KLEIN: 

say, please. 

MR. JOHNSON: 

MRS. KLEIN: 

wanted to say. 

Can I ask Mr. Dayes what he wanted to 

Do you have a question? 

I would like to ask Mr. Dayes what he 

MR. JOHNSON: Mr. Dayes, you have cooperation from 

the female member of this panel. She wants to ask you 

what you want to say. That's a question. 

MR. DAYES: Just one little question I would like to 

ask. When you buy a tire for, let's say, $20 and $2 excise, 

why do you have to pay tax on the excise tax? You are a 

Tax Committee. Will you please tell me why you have to 

pay tax on a tax? 

MR. JOHNSON: Counsel, do you want to respond to that? 

MR. MILLER: It seems like an unreasonable kind of 

thing until you start to look at the sales tax as a tax 

on spending. And if you insist upon buying tax, you are 

spending your money the same as anyone else. Nothing you 

buy, doesn't have some tax hidden in it. It happens the 

Federal excise tax on an automobile tire is separately stated. 

But the automobile you buy, the whole automobile, not just 

the tires, has a lot of tax built into it which the producer 

passes on. If you were to eliminate all tax previously 

in the line, you would have nothing left. There would be 

no way of administering it, in fact. So it is just that 

the tax is on spending and you apportion the burden, depending 

on what each man spends. If one man elects to buy something 

that has a lot of tax in it and another man buys something 

that doesn't have any tax in it, they are both spending the 
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same amount and they pay the same tax. 

MR. JOHNSON: Are there other questions from the 

panel? [No response.] 

All right. Thank you,Mr. MacKannan. 

Mr. Starkey of the New Jersey Education Association. 

s. HERBERT S T A R K E Y: Mr. Johnson and 

members of Task Force C, my statement will be very brief. 

We are just testifying today on one point of the agenda 

that is before the Task Force today; that is, the item of 

property tax rate ceilings. I think I can be very brief 

by simply reading the second paragraph and then going to 

the documentation and then raising a few questions at the 

end. 

MR. JOHNSON: The second paragraph on page 1? 

MR. STARKEY: On page 1. 

Rate limitations imposed upon New Jersey's present 

property tax system -·I am not suggesting what you might 

say if you planned to revise it drastically - but on the 

present tax system without providing substitute sources of 

revenue would be disastrous. Many of the school districts 

that would be affected have very low valuations per pupil 

and are operating at minimal or substandard expenditure 

levels. These same districts are presently penalized by 

outdated and inequitable state school aid allotments. 

These same districts are also penalized by the partial 

implementation of the Bateman Commission formula recently 

enacted by the Legislature - not yet signed into law. 

The documentation - if you go to the last page, I have 

arbitrarily and by no means am I suggesting that this 

would be a rate limitation at all, but just to show a 

reasonable number of districts that would be first affected 

by a 3 1/2 per cent or 35 mill school tax ceiling, if such 

were imposed, or a $5 rate equalized, which would be a 50 

mill total tax. And these districts are arranged alphabetically 

by counties. To show what kind of districts these are, I 
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have divided the equalized valuation per pupil into below 

average and above average districts. You will note that 

all but two of these districts are below average in wealth. 

Then I have also taken the current expense cost of 

education and divided that between the low average and 

above average. You will note that while they are not all 

in the same percentage below, the districts that are above 

are in the higher cost areas of the state. 

Now a word about the equalized rates that I have used -

I note that our equalized rates do not exactly conform with 

the method of computation, I believe, of the ones that 

were given out this morning. I think ours are defensible~ 

yet I am sure both methods are possible ways. I note that 

in the rural areas, the rates are almost identical. They 

will differ, I believe, because of structure of the urban 

areas where other than real property is taxed. That is, 

I believe, the cause for the difference. Which is the 

right one, I will leave to somebody else. 

The question I raise though - in view of this fact, 

that the inference, I think, in tax rate limitation would 

be that some districts are simply exorbitant and spending 

too much - would not be borne out here. The districts 

that are having high tax rates are that way because of the 

inequity of our tax system. 

Now the questions that I would raise are on the bottom 

of page 2. I don't know what type of limitations would 

be imposed. May I suggest, number one, that if an all­

purpose rate ceiling is proposed, how would the local tax 

levy for schools, municipality and county be equitably 

adjusted when the tax certifications exceeded the ceiling? 

Would not budget padding be encouraged so that a particular 

agency,· either the schools, the municipality or the county, 

would not suffer in a cut in services? I don't quite see 

how that could be accomplished if an over-all ceiling 

were invoked. 

Second, of course, if a separate ceiling is proposed for 
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schools, one for municipality and one for county, could 

one agency utilize the unused portion of another agency's 

ceiling? 

Third, how could separate rate ceilings operate in 

a state with such wide variations among tax districts with 

respect to the percentage of levy used by schools? Forty-

one school districts use less than 40 per cent of the total 

tax rate, while 54 use 75 per cent or more of the total 

levy. In like manner, how could a single ceiling on 

municipal levies be equitably imposed on rural townships, 

which have very few municipal services,as opposed to the 

urban areas which would have to raise much more money and 

have, therefore, much higher rates? 

I could expand on that by pointing out there is a 

grave difference between communities along the ocean -

resort communities that have property whose owners do not 

have children to be educated in the wintertime, and would 

cause also, I think, very grave inequities in the ceiling. 

So we urge the Committee, at least under the present 

system or any resemblance of the present system, not to 

recommend a ceiling on the property tax. 

[Complete statement submitted by Mr. Starkey 
can be found starting on page 138 A of this 
transcript.] 

MR. JOHNSON: Is that it, Mr. Starkey? 

MR. STARKEY: That is all. We have testified before 

another Task Force. 

MR. JOHNSON: This is not a question from the panel, 

but we have been asked to ask you for the NJEA view in 

respect to a suggestion made here during the course of 

this hearing that a State School Tax be collected and that 

the State be given authority to control most things, 

including teachers' salaries. 

MR. STARKEY: I thought you would ask that question. 

MR. JOHNSON: I am not asking it. This was posed by 

one of the audience. 

MR. STARKEY: I would say we have not taken a position 
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at this point. I would assume that from one standpoint, 

there would be many within our membership who from a 

negotiating standpoint might think that would be a fine 

idea - to have one unit statewide that would be much more 

powerful than 573 small units as they are now constituted. 

From the standpoint of education and the operation of 

schools - and we are certainly interested in youngsters as 

well as teachers - I would say that the idea of what would 

really be a state-operated school system certainly is worth 

studying. I hope the Committee does study it. Other states 

are studying it. But I think no state has yet progressed 

far enough to be able to see any prospects of such enactment. 

I think some of the same objections and some of the 

same feelings would be generated because it would probably 

require a uniform, State-imposed property tax. While 

certainly our Association would consider this equitable, 

I question the practicality of it in terms of getting it 

through the Legislature and use as my example the difficulty, 

for example, of a relatively mild equalization that was 

enacted in S 575. Yet there certainly was a great deal 

of difficulty even with that. 

MR. JOHNSON: You say in your statement that some 

districts were penalized by the partial implementation of 

the Bateman Commission's recommendation. Do you mean if 

the full recommendations had been adopted, that you would 

have been much more happy? 

MR. STARKEY: Well, we would have been happy. But I 

am saying with even what was done, not all districts --

Let~s assume that the Bateman implementation fully accomplished 

even at the first level ---

MR. JOHNSON: You supported those recommendations? 

MR. STARKEY: Yes, with recommendations for amendments. 

But with the basic formula, we are in accord. At the first 

level, if fully implemented, what the Legislature enacted 

this year, not all districts got the same percentage of that 
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full implementation. Therefore, I say there is inequity 

and the poorest districts got the lowest percentage. 

In other words, we did not really do too much toward 

equalization of educational opportunity so far because of 

an insufficient amount of money. 

MR. JOHNSON: Did those recommendations compound 

inequities. Is that what you are saying? 

MR. STARKEY: No, I don't think they compounded them. 

They did not do much to remove the present inequities. 

MR. JOHNSON: But you did support them? 

MR. STARKEY: Oh, yes, because the formula itself, 

given enough money - and we hope that your Committee will 

come forth with money that will make it possible to imple­

ment that full program - would certainly improve it greatly. 

MR. JOHNSON: Understand with respect to that~ that 

this is not the Revenue Committee. You are making a comment 

before the wrong committee. 

MR. STARKEY: I will be glad to go before the right 

committee. 

MR. JOHNSON: Further questions? 

MR. HAINES: I don't want to prolong this. I notice 

you are connected with the research section of the NJEA. 

The thought that I have in my mind is not related to your 

presentation in any way. I was wondering if in your 

research section you have done anything about recommending 

consolidation of some of your smaller districts. 

MR. STARKEY: We have testified on the Mancuso 

Commission. And, of course, very little came out of that 

report. Nothing, in fact, has been done. Certainly that 

is a factor. I believe you are from Vineland. Am I right? 

MR. HAINES: Right. 

MR. STARKEY: You can consolidate all you wish in 

Salem County and in Cumberland County and if you stop right 

with consolidation within those two counties, you will not 

still provide enough money without State help to do the 

job in education. Because there is not much point in 
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consolidation of poor districts. By doing that, you will 

not make rich districts. 

MR. HAINES: Well, we are pretty proud of what we 

have accomplished as the result of being the first successful 

municipal consolidation under the Faulkner Act and we 

recommend it. I am not speaking as a member of the Task 

Force. I am speaking as an official of the City of Vineland. 

MR. JOHNSON: Yes. Let's make that clear. 

MR. HAINES: Right. 

MR. JOHNSON: Are there other questions? 

MR. MILLER: Mr. Starkey, assuming the full implement­

ation of the Bateman Report, would that result in relatively 

equal property tax rates for schools throughout the State? 

MR. STARKEY: No, because the Bateman formula is 

tied to a level of expenditure and obviously if a district 

chose to have a very high quality school system, say, $1200 

per pupil, the formula envisions that there is a level of 

local support at the $1200 level, which is higher than 

another district that chooses to educate at, say, $800 per 

pupil. 

MR. MILLER: Take those that are at the $800 level. 

Could they then operate with relatively the same tax rate? 

MR. STARKEY: -- as other districts spending $800. 

MR. MILLER: And also those with less wealth - it 

would be purely what they spend. So you would have the 

same tax rate to provide an $800 program. 

MR. STARKEY: In other words, as I understand the 

formula, if fully implemented ---

MR. MILLER: Don't you understand the formula? 

MR. STARKEY: I understand it, but I am not sure we 

are going to get there. We are quite a ways from getting 

it implemented. But in theory, if $800 is spent in every 

school district, the State will so provide aid that the 

tax rates should be relatively similar in all communities. 

This will not happen completely because of Federal aid 

which may not be considered in this picture by the Federal 
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government not permitting us to and also there are other 

kinds of State aid which are handed out, outside the formula, 

which could affect it too. 

MR. MILLER: I am thinking of these high-rate districts 

shown on the chart. To the extent they are caused by 

taxation for schools, they would be eliminated. 

MR. STARKEY: That's right. 

MR. JOHNSON: Other questions? [No response.] Thank 

you, Mr. Starkey. 

Earlier in the day we called for a Mr. Carl Mastrovi:co 

I understand that Mr. Richard McCarthy is here to speak 

for him. Is Mr. McCarthy in the room? Yes, Mr. McCarthy 

has been in the room all day. 

MR. MC CARTHY: I thought I was going to be carried 

out. 

MR. JOHNSON: You are going to summarize this, I take 

it. 

MR. MC eARTHY: Yes. And I will tell you as I skim 

through it where I am. 

MR. JOHNSON: All right. 

RICHARD F. MC C A R T H Y: I am Richard 

F. McCarthy. I am the Tax Collector for Be.rlin: Township. 

I am also President of the Property Tax Rebellion Associat 

You heard about tax rebellions all day today. 

My statement today concerns itself first with the 

constitutionality of the present tax structure of the St.at.e 

of New Jersey and, second, with its effect upon the social~ 

cultural and environmental lives of the citizens of this 

State. 

It is important to consider the lagality of the 

present tax structure because if some aspects of it are 

unconstitutional, these pitfalls must be avoided in the future 

It is important to consider the effect of the present strucL:n·s 

upon the lives of the citizens of the State because American 

democracy is based upon the consent of the governed, and 
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where policies may be legal but unjust, the people will 

withhold their consent. 

This committee must realize the seriousness of any 

challenge to the constitutionality of any law, but particularly 

a challenge to the laws of taxation, because of the far­

reaching effect an adverse decision would have in the 

questioned area. 

This committee must also realize that there are grounds 

for such a challenge. This year, two law suits have been 

filed against the State of New Jersey, one on behalf of 

an individual taxpayer which is myself, and the other on 

behalf of the taxpayers of Jersey City. Both suits challenge 

the constitutionality of the tax structure. There may be a 

tendency to shrug these suits off as "nuisance" suits, but 

that would be a mistake because there are similar suits 

pending in ten different states. Before considering any 

tax reforms, I believe this committee should review these 

law suits and all previous law suits pertaining to the 

present tax structure. I believe that this committee should 

follow step by step the development of the tax structure 

and the effect of State control over the policies of the 

political subdivisions. 

Whp has the power to tax? Where does this power came 

from? What is meant by "representative taxation"? These 

are questions which should be uppermost in the minds of the 

members of this committee. A portion of each of these 

questions can be answered by a review of the case of the 

Township of Bernards v Allen, as cited in 57 NJR (303), etc. 

Going on to page five - it is important to note first 

that the King conceded his powers of taxation because of 

the people's resistance - I am referring to what happened 

under the charters of the kings - not because of a legal 

challenge to his authority7 second, that the forceful challenge 

to the King's powers was made only after the taxes became 

"onerous", long past the point of tolerable injustice. 
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In expressing the opinion of the majority of the memb~rs 

of the Court of Errors and Appeals, Justice Depue pointed 

out that legislative action was needed to implement tax 

action, and that the lower houses of the Federal and State 

governments were responsible for originating money bills~ 

that State legislatures can delegate powers of taxation to 

political sub-divisions but were unable to delegate such 

powers to non-legislative bodies. In the case of the 

Township of Bernards v. Allen the Court held that the Com­

missioners of Taxation was a ministerial body only and 

therefore lacked the powers to increase or to add to the 

tax levy as approved by the people. 

But what is the effect of the State Legislat.ure delega·::. .. 

ing t.he powers of taxation to political sub-divisJons, wh~,1€;,, 

at the same ti.me retaining for itself the powers to estc-;b1 ·,. 

policies? Does not this make the sub-division a "ministeria1 '· 

body in the areas where they do not control the policies 

and thus lacking taxing powers in those areas? Or what is 

the effect of the State Legislature creating various bureau.s .. 

commissions or departments and delegating to them powers.that are 

so authoritative that they amount to substitute taxing powers~·· 

Do not these practices subvert the principle of taxation 

with representation? 

For taxation to be just, it must be equally shared, 

and the uniform rules requirement of our State Constitutior~ 

is met by a classification which provides for a uniform tco:x 

rate applicable equally to all members of the class. 1 Cooiey 

on Taxation (4th ed.), sec. 311, page 645, and sec. 313, 

pages 649 and 650, respectively state: 

"Uniformity of taxation, as provided for by state 

constit.u+:.ions, is required throughout the terr:itor:ic~,l t_c.rt ., 

cf the t2Lxing district. If the tax is ;~ state tax, 1e ·c must 

be uniform throughout the state. If the tax is a county tc:x} 

it must be uniform throughout the county. If the tax is a. 

town tax, it must be uniform throughout the town. If the 

tax is a city tax, it must be uniform throughout. t.he cii:.y. 
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If the tax is a school tax, it must be uniform throughout all 

the school district. The uniformity corresponds to the 

territorial limits of the taxing districts." In other words, 

state taxes are for state purposes, county taxes are for 

county purposes, local taxes are for local purposes and school 

taxes are for school purposes. But as has been pointed out 

in the case of the Township of Bernards v. Allen, the State 

cannot separate the powers of taxation for the power of 

legislation. 

The unjust effects of such separation can be seen by 

an examination of how our school systems are financed. 

Article 8, Sec. 4, Par. 1, of the Constitution of the State 

of New Jersey stipulates: The legislature shall provide for 

the maintenance and support of a thorough and efficient system 

of free public schools for the instruction of all the children 

in the state between the ages of five and eighteen. To 

effectuate this article, the Legislature placed each school 

district under the jurisdiction of a school board, and the 

school boards under the jurisdiction of a State Commissioner 

of Education. However, the powers of this Commissioner are 

so broad and authoritative that they are substitute taxing 

powers. Unlike the Commissioners of Taxation, the Commissioner 

of Education can overrule the wishes of the people and force 

them to support educational costs regardless whether they 

can afford to or not. 

The problem of financing education is as complicated 

as it is inadequate. While the state continues to control 

the standards of education, a large percentage of the costs 

are supported by local taxes that are raised through taxing 

real estate property. Because the tax base varies from 

municipality to municipality, the state imposed burden is 

not shared equally by everyone throughout the state. It is 

because the taxes levied for education, and the methods used, 

have become so 11 0nerous 11 that the law suits challenging 

the financing of public education have been filed. 

The present topsy-turvy approach to financing education 
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cannot go on much longer. While most schools in urban areas 

are old and inadequate, many schools in suburban areas are 

often ornate and new. In spite of their differences, both 

the urban and suburban communities are faced with insurmount­

able tax problems. 

I will go on to the more concrete proposals and then 

if there is time to go back, I will go back. 

Though both Federal and State taxes have grown to a 

substantial amount in the past three decades, it is still the 

real estate property that carries much of the tax load. 

MR. JOHNSON: Excuse me, Mr. McCarthy. What page 

are you on? 

MR. MC CARTHY: Page 10. 

MR. JOHNSON: I wonder, in view of the limited time, if 

you would want to move to your affirmative recommendations 

on page 16. 

MR. MC CARTHY: All right, fine. I will just go into 

the recommendations. 

1. Regard 10 per cent of all federal taxes collected 

within a state as state revenues. Each state would receive 

10 per cent of all federal taxes collected within that state. 

The 10 per cent federal surtax charge has been reduced to 

5 per cent, and this is scheduled to be eliminated. If 

necessary, this surtax charge could be re-instated. 

2. Within one year of the enactment of the first 

recommendation, all states would revise their tax structures 

and submit the revisions to the voters for their approval. 

3. That the federal government assume the costs of 

all welfare programs. 

4. That all states assume the costs of all public 

education. 

5. That taxes can only be levied against the residents 

of the taxing district and/or the properties within its 

boundaries. (Applies particularly to wage taxes levied 

against non-residents.) That is being talked about in the 

Stateof New Jersey now. 
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6. Whenever the powers of taxation are delegated to 

a political sub-division, the complete powers to establish 

policy are also delegated. 

7. To support local purposes, each taxing district 

establish a fixed property tax that will not exceed 2 per cent 

of true property value. That true value of property to be 

fixed at the purchase price, that the value remain constant 

unless structural improvements affecting area sizes are made, 

or unless other types of improvements are made within five 

years after construction is completed, or unless title is 

transferred through sale. That the assessments standards, 

and/or the tax rate, cannot be changed without the approval 

of the legislature, or unless submitted to the voters by a 

referendum. The voters can petition to have the approval of 

the legislature also submitted to the voters. 

These recommendations will provide state and local 

governments with the resources to meet their fiscal responsi­

bilities, while at the same time protect the individuals' 

right to own property. 

Based on the taxes collected for 1969 in New Jersey, the 

federal government would return more than $850 million as 
11 state revenues ... New Jersey only expects the sales tax to 

yield $500 million, not even enough to meet current demands. 

These recommendations will cause legislators to become 

more aware of the effect of their legislative actions. 

Programs on all levels of government will be enacted on a 

priority basis, making them more closely related to the 

taxpayer's ability to pay. The taxpayer will also be better 

able to understand who is responsible for what tax levies, 

and why, because the lines establishing representative taxation 

will be more clearly drawn. [Complete statement starts on page 142A 1 
MR. JOHNSON: Thank you, Mr. McCarthy. Are there 

questions? 

MR. MILLER: I have a question. 

MR. JOHNSON: I wouldn't want you to disappoint us, 

counsel. 

MR. MC eARTHY: I was going to feel offended. 
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MR. JOHNSON: No, on the contrary your elucidation was 

so clarifying that we couldn't think of anything. 

MR. MILLER: What happens to your 2 per cent flat 

tax rate when you give all the employees in your municipality 

a salary increase? 

MR. MC CARTHY : As you are having sales of property, 

particularly in this area of inflation, the next person is 

going to be paying more taxes. What it is going to amount to 

is like a contract with the municipality: If I buy this 

house, I am willing to pay to the municipality for as long 

as I own it X dollars, and the thing is not to exceed the 

2 per cent limit. You are taking away welfare. You are 

taking away education, which is the bulk of the taxes. 

MR. MILLER: But then the people who work for the 

municipality make a contract never to receive any more 

compensation. 

MRo MC eARTHY: No. I believe you will have sufficient 

revenue in most municipalities as it is to take care of 

their present needs. Your tax rate averages about 5 per cent 

now. And in my township about 68 per cent of it goes for 

education. That is out of our tax dollars plus what we give 

to the county for welfare. If you take these two items 

away, we are only spending 10 per cent on our local government. 

Therefore, it is not that much we are collecting for the 

property to support. 

MR. MILLER: What local area of Burlington Township? 

MR. MC eARTHY: Berlin Township in Camden County. 

MR. MILLER: What is the area? 

MR. MC CARTHY: 3.5 square miles. 

MR. MILLER: What is the population? 

MR. MC CARTHY: About 5600. 

MR. MILLER: Do you think that system will work in 

Jersey City and Newark? 

MR. MC CARTHY: I believe it would. They wouldn't have 

the welfare problems that they are having. The concept of 
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your planning and zoning would change radically. The 

ability of the people to accept more homes and housing in 

suburban areas would exist. You could locate your commercial 

and industrial property in a geographical sense that is 

more suitable rather than an economic sense that each munici­

pality is fighting for. 

I am not a tax expert and what I have done is just to 

make a start. But the main thing of this presentation is 

that in my opinion - and I think it has been substantiated 

there is a serious question of legality of the State govern­

ment dictating policies to a local level and demanding that 

they create these taxes. This is the hard core of a lot 

of these law suits. The question is, even if it is proven 

legal that they can do it, the resentment of the people is 

so great - as a tax collector - and I am sure Mr. Haines can 

bear this out - it is so great that there is going to be 

a rebellion if something isn't done. 

MRo MILLER: Thank you. 

MRS. KLEIN: How do we get the Federal government to 

return that $850 million? 

MR. MC CARTHY: It is already recommended, and, by golly, 

all you have to do is start fighting for it. And that means 

the Governor and the Legislature and everybody else. That 

means that the people right now should demand from the 

Congressmen who are running, "What are you going to do, .. as 

well as from the Senators who are going to run. We should 

get the two Senators and the Congressmen from the State of 

New Jersey in a room and say, "Look, you go down there to 

Washington and this is what we want." The Federal government 

is dictating the policies of welfare to the state. We have 

to now accept somebody that moves into the state and immediately 

put them on welfare. Other states that are not meeting 

their obligations now are forcing people to move from one 

state to another. So if the Federal government is going to 

say, "O.K., you take care of these people immediately," this 

makes it a Federal purpose, no longer a State purpose. 

98 A 



Now if this doesn't happen, then the Federal government 

better start keeping their hands off. 

MRS. KLEIN: As I understand it,the present plan for 

tax sharing from the Federal government, when it was fully 

implemented, - this is the one that President Nixon proposed -

would yield to New Jersey $150 million and that's not now. 

That's five years from now. 

MR. JOHNSON: That is when the revenue is shared. 

MRS. KLEIN: That's if that passes; if it is shared 

on the formula recornmended,New Jersey would get $150 million 

eventually. 

MR. MC eARTHY: But you also now are doing away with 

the 10 per cent surtax charge. I think if we went around 

and fought for that 10 per cent surtax to go back on, this 

could be coming back to the state. You eliminate the 

necessity of collecting the taxes in the state. You do away 

with bureauracy as far as that is concerned. You save money. 

MR. JOHNSON: Any other questions? 

MR. HAINES: In view of what Mrs. Klein has just 

stated, that under the President•s.recornmend~tion .New Jersey 

would get $150rnillioz;i,and your suggestion here, Mr. McCarthy, 

that the government would get $850 million - there is a 

vast difference of $700 million. 

MR. MC eARTHY: That's right. 

MR. HAINES: Is it there? 

MR. MC CARTHY: It would be if you put the 10 per cent 

surtax charge back on. But where is the rest of the money 

going? We are the 50th state as far as getting aid back 

from the Federal government. So,you know, we can't keep on 

giving foreign aid to the other states. We need a little 

foreign aid up here. 

MR. JOHNSON: Thank you, Mr. McCarthy. 

During the course of the day we called upon the 

registrants in the order in which they had registered. 

We called upon the following organizations and/or individuals 

and no one responded. I will call upon them again now to see 
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if there is anyone here representing such organizations who 

wishes to be heard: Rabbinical Council of New Jersey, New 

Jersey Association of PUblic Accountants, North Plainfield's 

Taxpayers Association, the New Jersey Libertarian Alliance, 

the Hunterdon Taxpayers Association, and the New Jersey 

Council on Legislative Issues. Is there anyone here repre­

senting any of these organizations? Then one individual, 

Mr. Grubelich, was called on and he did not respond. Is any­

one here? 

We have one question of you Mr. MacKannan, if you can 

answer briefly. It refers to the fact that the Committee 

asked you how you would replace the revenue currently received 

from the sales tax should it be revoked in accordance with 

your recommendation and you then made reference to horse 

track, luxury taxes and an income tax. The questioner says 

you indicate the income tax would be a better tax for the 

low-income residents and he asks if you would briefly clarify 

that. 

MR. MAC KANNAN: The question, as I understand it, -

the 5 per cent sales tax must be repealed? 

MR. JOHNSON: Dr~ Miller pointed out that the 5 per cent 
nal:t 

sales tax produces a/billion dollars in revenue and that that 

revenue would have to be replaced. In response to that 

observation, it is noted that you then talked about the 

possibility of more horse tracks, more luxury taxes and an 

income tax, the latter of which you characterized as being 

probably better for the low-income person. 

MR. MAC KANNAN: I think I said dedicated by consti-

tutional amendment. Now I want to stay away from the general 

fund. The general fund to me is a sore spot. This should 

not exist. Even what Mr. McCarthy just said - when this 

money from the Federal government comes back to the State 

of New Jersey, where is the money going to go? right in the 

port barrel? That's what we have had all these years. We 

don't want this. We want to get rid of the general fund. 

I know our legislators favor the general fund. 

100 A 



MR. JOHNSON: You are saying you want to go back to 

dedicated funds. 

MR. MAC KANNAN: Dedicated funds - that's right. 

MR. JOHNSON: All right. We accept that as one answer. 

You see as another source of revenue or you recommended, 

as we understood you, more horse tracks. Is that right? 

MR. MAC KANNAN: No, not only more horse tracks - tax 

liquor, tax all the luxuries - keep away from the necessities. 

MR. JOHNSON: Including cigarettes and luxury taxes.· 

I suppose the person wonders what you had in mind when you 

said luxury taxes. I don't recall. 

MR. MAC KANNAN: Horse racing, you mean? 

MR. JOHNSON: No, luxury taxes. 

MR. MAC KANNAN: Luxury taxes - revenue to replace 

the repeal of the 5 per cent sales tax. I know the State 

needs taxes. 

MR. JOHNSON: The final question: He seems to wonder 

why you say the income tax is a better tax for low-income 

residents. 

MR. MAC KANNAN: I have it down here on my formula. 

If you people would like to bear with me for a few minutes, 

I would like to ---

MR. JOHNSON: Excuse me, Mr. MacKannan. Is the answer 

in your proposal here, a .. fJ,.at income tax with the first 

$5,000 fully exempted? I think that answers it. 

MR. MAC KANNAN: I think that answers the question 

right there. The base would start at $5,000. 

MR. JOHNSON: Thank you, sir. 

Now is there anyone who was cut off because of the time 

limit who wishes to extend his remarks? And since there have 

been no questions submitted to the Task Force in writing, we 

assume that everyone has been heard in respect to this. 

LORETTA DELL' ARINGS: May I ask something? 

MR. JOHNSON: If you submit it in writing, yes. 
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The rules are before you and this is what everyone else 

has had to do. Is this procedural or is it substantive? 

LORETTA DELL 8 ARINGS: I had heard that New Jersey 

taxpayers are 7th in paying revenue to the Federal government 

but were 50th in receiving Federal aid. Is that true? 

MR. JOHNSON: That is what a certain candidate says, yes. 

LORETTA DELL 0 ARINGS: I have heard it so many times, 

I was just wondering. 

MR. JOHNSON: He has said it so frequently, we must 

assume that it is based on careful research. 

LORETTA DELL' ARINGS: When the Commission issues its 

report, will it have anything in it about it? W~ll the 

Legislature try to get more aid? 

MR. JOHNSON: Will our report refer to this fact? 

LORETTA DELL' ARINGS: Will it ask the Legislature to 

try to get more aid from the government? 

MR. JOHNSON: I think that is the burden of Mr. McCarthy's 

recommendation and we certainly will give due weight to Mr. 
McCarthy's recommendations. 

This hearing stands adjourned. 

[Hearing adjourned] 
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.;,; : <~ Real. tor and Mor-t:gage Banker with offices in 

Elizabeth, New Jersey. I appear before you today as 

Chairman of the Taxation Committee of the New Jersey 

Association of Realtor Boards and speak on behalf of our 

Association's 3,200-member Realtors and lS,OOO licensed 

associates. We are grateful for the invitation to appear 

before this distinguished body and feel qualified to treat 

with the problems of real property taxation in New Jersey 

because our members State-wide sell New Jersey day in and 

day out to homeowners, industrial companies and commercial 

enterprises as a great state in which to live, work and play. 

New Jersey is the most densely populated State in the 

nation with an urbanization ratio of over 88%. We must, 

therefore, be hyper-sensitive to appropriate land use and 

vouchsafe the sacred trust reposing in the land. 

The antiquated property tax basis in New Jersey, 

focused on a constant or actually diminishing supply of 

land, tortures that trust and is inadequate to meet the 

needs of a dynamic modern society. New Jersey property 

taxes are the second highest in the nation on a per capita 

basis representing $226.68 tax for every man, woman and child 

in the State (l) , but this is a State-wide average. Among 

the S67 municipalities and S80 school districts in New 

Jersey there are wildly divergent levels of tax load. 

A recent survey compiled by Allen D. Manville for URBAN 

AMERICA AND THE FEDERAL SYSTEM published by the Advisory 

Commission on Intergovernmental Relations relating property 

tax to income and home value showed a family of 4 with 

$10,000 gross income, residing in Newark paid the highest 

taxes in the nation compared to a family of comparable 

size in the largest city in ii.ny other state and by almost 

(1) October, 1970 Bulletin 70-47, New Jersey Taxpayers 
Association. 
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twice as much as the second highest. 

This oppressive level of taxation is having a 

deleterious effect on the landscape and economy of New 

Jersey. The most manifest example of this fact is the 

ravage wrought by fiscal zoning which we prefer to 

call "zoning against people". I am sure you are all 

aware of the fundamental calculations made in planning 

decisions in many municipalities where the planning 

body stipulates that the minimum lot size should be 

one acre and that with development costs this will 

mandate a minimum house value of $50,000; the resident 

family of a $50,000 house will typically produce fewer 

school age children than younger families who are 

poorer and more fruitful. The children produced will 

cost X dollars for schooling and the $50,000 ratable 

will at least allow the municipality to break even 

relative to the services involved. This concept of 

fiscal zoning has given impetus to the wasteful land 

practices known as urban sprawl in much of metropolitan 

New Jersey and which is largely self-defeating in that 

it requires more roads, sewer and water lines, mass 

transit facilities, etc., to service a given number of 

people than if there were greater housing density. 

There are profound damages being wrought by the 

development pattern encouraged by excessive real estate 

taxes. New Jersey is rapidly becoming non-competitive 

in the race to attract new industry because of our 

inability to provide blue collar housing. The most 

recent survey by the Society of Industrial Realtors 

reveal ·ed that adequate housing for all levels of personnel 

had replaced a stable tax base as the number 1 criterion 

for industrial site selection. The general stringent 
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money market conditions that we have struggled with for 

the last three years have certainly deterred much new 

residential construction but the fact that many towns 

have closed their borders against low and moderate 

income housing has aggravated the housing crisis The 

spiralling tax rate has become confiscatory in some 

cities and is now working to destroy any incentive to 

conserve our existing housing stock. In Newark I 

understand a demolition contractor operating at a rate 

of 100 property demolitions per month cannot keep pace 

with the rate of abandonment. 

The unstable tax rate rapidly escalating from year 

to year is a deterrent to long term income property 

investment in many of our cities. Compounding this 

problem is the inequity of increased assessments for 

property improvements. Scattered attempts to revive some 

cities by alleviating the crushing burden of taxation 

through various devices have proven futile and are as 

Dr. George Sternleib from Rutgers says, "· .. like a man 

without any shoelaces trying to lift himself up by his 

bootstraps." The methods of tax abatement or "in lieu of" 

payments to inspire rejuvenation of the center cities 

deprive the very bodies who need money the most, the 

poorer cities, these vital funds. 

There is another terrible toll being taken by excess 

property tax levels which is impossible to quantify -

that is, the shattering of the American dream of home 

ownership for many middle and lower income families. 

Much has been made of the deprivation incurred by the 

increase in mortgage interest rates over the last 

several years but let us compare it with the effects 

of rapid tax increases in the City of Plainfield, in my 
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county of Union. Asi;ome a $25,000 property with a 

$22,500 FHA 30-year mortgage which in 1969 would have 

commanded a maximum rate of 7!t',.t with monthly debt service 

of $166.95. The same loan today would commend an interest 

rate of 8!t',.t which on a 30-year term would result in a 

charge of $182.48 per month toward principal and 

interest - an increase of $15.53 per month and $186.36 

per year. Assuming the property were assessed in 1969 

for $25,000, applying the then current ratio of 47% 

and rate of $9.81 the annual tax load was $1,152.67; 

using the same assessment with today's ratio and the 

current rate, the annual tax load would be $1,353.60, 

an increase of $200.93 per year as opposed to an increase 

due to higher interest costs of $186.36 per year. 

Leaving aside the effects of the interest rate 

increase for the moment, using a standard and admittedly 

superficial rule of thumb of 25% of gross monthly income 

equalling the charge for interest and principal and 

taxes, if interest rates had remained the same, the 

buyer would still have to be earning $803.72 more today 

to qualify to buy that house than he wnuld have in 1969. 

The demoralization of New Jersey residents due to 

the altered character of their environment and the stresses 

of tax uncertainty have produced a general public malaise 

which is evidenced by recent articles about taxpayers' 

revolts in Plainfield and in Paterson and by the record 

number of school budget rejections in the last few years. 

The ratio of property tax collection in Newark has 

fallen to 88% - even New York City has a collection 

ratio of over 97%! There is a widespread taxpayer 

revolt brewing and the only reason its impact is not 

more pronounced is because of a lack of coordinated leadership. 
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New Jersey's property tax tradition is rooted in 

the agrarian ecm1omy of the 18th century and it is an 

anachronism. Landed property is no longer the sole 

criterion of ability to pay taxes. Our property tax 

tradition retards development of the State by encouraging 

wasteful land use planning, necessitating a massive 

expensive infrastructure of utilities and transit 

facilities and by discouraging investment capital in 

the form of equity investment in income property and in 

new job creating industry and commerce. It is a narrow 

inflexible base, inadequate to fund the needs of a modern 

society; there is only a given quantity of land and 

increased taxation based on that finite quantity of land 

will sooner or later become confiscatory. 

The net ratable base of some cities is declining 

due to public acquisitions for social or government 

projects, the support of which in many cases is funded 

from property tax creating a self-defeating cycle. I 

have in mind land acquisitions for facilities such as 

schools, hospita.ls, prisons, etc., which enjoy exemption 

from property taxes and whose operation is funded from 

the property tax. 

The property tax base is further restricted by 

certain social welfare programs, such as tax exemptions 

for senior citizens and veterans. If it is the judgment 

of our society that such special benefits are warranted -

why should they be bestowed only on senior citizens and 

veterans who are homeowners? The property tax base is 

diminished by exemptions for governmental and quasi­

governmental projects such as the Port Authority and 

religious, charitable and eleemosynary organizations. 

It is further eroded by tax abatement for special 
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projects such as low income housing. The anomalous 

tax structure rooted in yesteryear has engendered a 

crazy quilt patchwork of taxes, exceptions and 

exemptions chipping away at the effects and not at 

the causes of our problems. 

The New Jersey situation with our high degree 

of urbanization and onerous level of property taxation 

is so unique and the problems so severe as to demand 

bold, sweeping changes in our tax structure. Any 

solution involving broadbased taxes to be considered 

seriously, must be structured in such a way as to 

ensure that property taxes will not only be reduced 

dramatically but cannot again escalate to their present 

level. Our Association's policy is that "the burden 

of rapidly increasing schoo~l costs and other social 

programs (should) be removed from the property tax". 

Local property tax levies have risen 135.7% in 

the last ten. years (1950-70). Municipal levies 

increased 53.1% but County levies increased 151.9% and 

school levies increased 171% (2). Clearly increased 

prosperity and education have brought pressures for 

better education and more expensive services Our goal 

is to remove all costs of public education and public 

welfare from the municipal budget. We recognize this 

is a radical proposal of difficult immediate 

accomplishment. However, the first step could be to 

shift the cost of teachers' salaries to the State level. 

The State Constitution at Section IV recognizes 

the obligation of the State in the area of public 

education. The cost of implementing this recommendation 

would be approximately $500 million. The school budget 

(2) New Jersey Taxpayers Association Bulletin 70-44 
July, 1970. 
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on the average is typically 60% of the municipal budget 

and teachers' salaries generally run about five-

sevenths of the school budget. Aside from the relief 

afforded the property tax base this move would have 

the additional advantage of eliminating competition 

between school districts by salary whereby some poorer 

districts now lose quality instruction or fail to offer 

instruction in some fields. Inequities in educational 

opportunity due to accident of birth would be reduced. 

Presently each district is faced with negotiating 

with its teachers, sometimes resulting in strikes or 

sanctions which can disrupt the education process. A 

State-wide teacher salary scale with teachers employed 

by the State and negotiations with teachers' unions 

conducted only with the State would go far to correct 

the abuses possible under the present system. 

State aid to local schools to shift part of the 

burden from the property owner has proven inadequate 

to the task and difficult to administer. It relies 

upon assessed values and equalization ratios as 

computed after continuing sales studies, to determine 

the local fair share of each municipality. Inherent 

in the plan are multiple possibilities for inaccuracies, 

use of improper sales, local attempts to include 

favorable sales, and the possibility of legislative 

adjustment of the formula to favor certain communities. 

Under our proposal much of the content and educational . 
program could remain under local control and the 

physical plant would still be the responsibility of 

the property taxpayer. It would confer upon the 

Legislature a heightened sense of responsibility by 

relating the right to mandate levels of expenditure to 
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the responsibility for raising taxes to fund those 

~Xp£nditures. All too frequently the State now 

mandates certain minimum standards over which the 

local district has no vote but which it must somehow 

finance. Inherent in this shifting of responsibility 

would be a reduction in the local districts' borrowing 

power to relate more directly to their diminished 

responsibility. We further believe that consolidation 

of some school districts to a more economic size would 

produce further savings. 

While it is beyond the power of our Legislature 

to effect this change, we would concurrently urge that 

steps be undertaken to complete the federalization of 

the public welfare program. Recent Federal Supreme 

Court decisions outlawing residency requirements for 

welfare eligibility have made this a national problem 

and the high levels of assistance created by our State 

government have escalated the costs of this social 

program beyond the ability of the property tax base to 

support it. The net effect of these two changes would 

be to reduce the typical municipal budget by approximately 

one half. 

With the property tax restructured and relegated 

to its legitimate role as an income source only for 

the support of vital municipal and county facilities 

such as police, fire, sanitation, municipal and county 

employees~ highways, bridges, records, jails and courts, 

it would then become feasible to eliminate or significantly 

reduce the bewildering array of property tax exemptions" 

Under our proposal there is no reason why the Port 

Authority should not pay property taxes to support 

police and fire protection, feeder roads, etc. 
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We believe that public and non-public facilities 

which now enjoy tax exempt status could contribute 

their fair share once property taxes are directly 

related to the cost of local and county services. If, 

however, it is deemed appropriate by the Legislature 

to continue property tax exemptions for certain 

facilities, we commend to your attention the formula 

for equalizing those exemptions over the County as 

contained in the Apy report (Report of Commission to 

Study the Laws of New Jersey Exempting Real Property 

Held by Religious, Educational, Charitable, and 

Philanthropic Organizations and Cemeteries from 

Taxation, January 30, 1970). 

At a time when we are falling behind in new 

construction of vitally needed housing we offer a 

plan to conserve our existing housing stock and 

rehabilitate slum areas. 

The huge cost of slums has been documented many 

times in terms of disease, crime, juvenile delinquency, 

waste, and erosion of the dignity and the character of 

our fellow citizens. Not always as fully appreciated 

is the fearful economic cost of slums. 

The fact is that our communities are caught in a 

descending spiral which leads to widespread municipal 

insolvency. The accumulated and continuing spread of 

blight eats away at their assessable base. As the 

blight spreads, it is inevitably followed by crime, 

fire, disease, and delinquency. Thus, does the need 

for services increase. But the communities' ability 

to meet the increased budget is automatically impaired 

by the very blight that creates the demand. More 

blight, more demand for services, less revenues to 
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meet the demand - that is the downward spiral in 

American cities and towns and in many suburbs. Most 

often those with the greatest slum problem have the 

least capacity to deal with it. 

It is obvious that we must check the cycle of 

decay before slums are born. 

There is no justification for Federal or state 

assistance except to municipalities which will face 

up to the whole process of urban decay and undertake 

long range programs to prevent the spread of blight 

into good areas of the city through vigilant 

maintenance of housing and neighborhood standards 

and strict occupancy controls. Our program calls for 

changes in old concepts we have always considered 

inv~olate. Our present system of basing the assessed 

valuation of houses on true market value, for example. 

We recommend consideration of a new system of 

assessing one to four family houses. Perhaps an 

illustration is the quickest means of explaining the 

proposal. Visualize, if you will, three almost 

identical houses, side by side, built at the same time. 

The dwelling in the center barely meets minimum housing 

codes, the left one is well maintained, freshly painted, 

grounds in beautiful shape, picket fence, etc. The house 

on the right has been "milked", perhaps owned by a 

slumlord, and has been allowed to drift down the road 

of blight for years. 

What are the taxes on these three houses under today's 

system? The owner who has maintained his property pays 

the highest tax. The middle one, who just complies with 

the code, pays a lower tax, and the third owner, who has 

disregarded the law and allowed his place to become a 
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shambles, pays the lowest tax. With so many 

dwellings in the third category, is it any wonder 

that many municipalities, particularly the large 

cities, are in financial trouble? At the current 

excessive rate of taxation there is a serious 

disincentive to rehabilitation, improvement and 

maintenance. 

Our proposal recommends that assessors use the 

minimum housing code standard, exemplified by the 

middle house, as the base of assessing all three 

properties. It will make the assessor's job easier 

and will help effectuate the code enforcement 

program. We advocate that by 1980 we have completely 

phased in a new philosophy of taxation which would 

equalize the tax on all three imaginary properties at 

the standard level of the average property. We recommend 

a ten year period to attain this goal because it entails 

more stringent building code enforcement than exists 

now and immediate enactment would throw many properties 

into foreclosure. In the interim we recommend a tax 

incentive for rehabilitation similar to that contained 

in Bill #A-56, which has been introduced unsuccessfully 

in one form or another in the last several years. 

Essentially, this would establish a 5 year moratorium 

on increased assessments due to improvements made to 

bring a structure up to minimum property standards. 

In the interest of effecting further economies in 

government spending, which will make our previous 

recommendation more meaningful, we urge that your 

report contain proposals aimed at consolidation of 

duplicate services now being provided by various levels 

of government. 

lld A 

• 



- 12 -

We realize that it may sound rather like "Pollyanna" 

but nevertheless we are convinced that unless greater 

efforts are made to increase the cost effectiveness of tax 

dollars spent, the decade ahead will be marked by fiscal 

uncertainty and crisis. 

We have arrived at these recommendations after years of 

experience and thorough exploration of alternative proposals. 

We specifically reject the so-called Single Land Tax approach 

whereby only the land is taxed. 

This approach would not alleviate the tax load on 

real property. It would force the premature development 

of land, encourage wasteful and inappropriate land use, 

make some municipalities giant landowners through tax 

foreclosure in areas not yet ready for development and 

penalize unjustly land held in its natural state. 

Our position can be summarized as advocacy of a 

complete restructuring of property taxation in ~ew 

Jersey to reduce the onerous level of taxation and limit 

the opportunity to increase it. The summary sheet on 

the following page outlines our analysis and conclusions. 

In conclusion, we would like to voice our bitter 

disillusionment with the distribution of the Sales Tax 

revenues, which have made us sadder but wiser when it comes to 

expectations for property tax relief from new tax programs. 

I can assure you that if your recommendations are 

designed to reduce and level off the demands on the 

property taxpayer then our Association will work to help 

sell those recommendations on a statewide basis. 

However, if the recommendations of the Committee are 

for the implementation of a new or increased tax which is 

not specifically dedicated to real property tax relief, 

then our Association may be forced into providing the 

leadership for a taxpayers' confrontation. 
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Problem 
1. Mushrooming Property 

tax levies. 135% increase 
inN. J. in 10 yrs. 

2. Inequitable distrib­
ution of tax burden 

3. Raising money by 
municipalities for items 
over which they have 
little or no control 

~- Complexities in 
allocating state aid. 

5. Tax as a percentage 
of value does not keep 
pace with needs. 

Real Property Tax 

-..i....J-

Reason 
Population explosion 
Changing age composition 
Increased prosperity 
brought demand for more 
and better services. 

Exemptions 
in-lieu payments 
Social benefits 
(Veterans Exemptions 
Senior Citizen Exemptions) 

State mandated 
expenditures 

Equalization required. 
Leaves room for 
inequities. 

Property values 
lag behind 
economy. 

Cure 
Eliminate social 
costs from 
Property tax base. 

All properties 
should be taxed 
for services and 
capital costs of 
municipally owned 
property. Social 
benefits to come 
from broad base. 

Body controlling 
expenditures should 
have direct respon­
sibility for raising 
the money. 

Elimination from 
property tax of state 
aid items entirely and 
put under State 
revenues. 

Broad based taxes 
should handle social 
benefits. 

Should cover municipal services only police, fire, streets, municipal 
employees. Capital expenditures to build and maintain mu~ipal and 
school buildings. Should cover only those expenses controlled wholly 
on the local and county level. 

County levies should cover only highways, bridges, records, jail courts 
and necessary or desirable county properties. Regional levies suould be 
based as above. 

Broad Based Tax 
All social benefits: 

Veterans and Senior Citizens 
(Elimination of social and school operations from real estate tax 
should eliminate need of senior citizens deductions). 
Welfare grants and administration. 
School current operating expenditures. 

The broad underlying principal is to place the ra2s2ng of funds squarely 
in the hands of the bodies spending the funds, or mandating their expendi­
ture. 

The amount of land is fixed while the population increases. It is 
unrealistic to continue to tie education of more people, welfare for more 
people, and any other social benefits to a base which is limited in amount 
and can grow only at a pace much more limited than required expenditures. 
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SUBMITTED BY ARTHUR L. REUBEN 

CO. ADMIN.ILDG.,SOMEIVILLE, N.J. 01176 TEL'(201) 725·4700 

AN OPEN LETTER 
TO THE 
CITIZENS OF NEW JERSEY 

NEW JERSEY 
COUNTY PLANNERS 
ASSOCIATION 

OFFICERS 
George M. Ververides PRESIDENT 

Alfred H. Linden viCE PRESIDENT 

Bruce W. Hamblin Jr. sEcRETARY 

Kenneth Hiltbrunner ruAsuRn 

The New Jersey County Planners Association is present­
ing the following proposal on tax reform in order to draw atten­
tion to the need for eliminating the disastrous affect of the 
property tax. Excessive property taxation is a major factor in 
distorting community development in the State of New Jersey, sub­
stantially spreading urban blight and encouraging the sprawling 
destruction of the countryside. The present system of high prop­
erty taxation must be changed, otherwise urban deterioration will 
continue and local government will fail to meet the needs of its 
citizens. 

The crisis in housing, in the construction of new 
housing and in the lack of maintenance of existing housing, 
along with the increased cost of housing, is also substantially 
related to the high property tax. It is recognized that there 
are many other significant factors affecting the cost of housing, 
but the taxation of housing at a higher rate than that of any 
other commodity is a major causal factor. Moreover, the attempt 
by local government to fend off residential development is adding 
to the scarcity and cost of housing. This proposal would alter 
the tax structure to reward, instead of penalize, local govern­
ment for accommodating the demand for housing. 

The County Planners Association in presenting this 
proposal to the public is hopeful that it will stimulate wide­
spread discussion. The proposal is not in the form of legisla­
tion, and future action on the proposal is dependent upon its 
reception among the citizenry and the Governor's Tax Reform Com­
mission. We offer this proposal not as a complete solution, but 
as one possibility of modifying the tax structure in the State 
of New Jersey. 

Very truly yours, 

~¢~,_If!. bJ_u....tcl..P-
George M. Ververides 
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THE PROPERTY lAX !N Nli2W JERSEY 
AN EQUIVALENCY GRANT- IN LIEU OF TAX PROPOSAL 

There is universal recognition that the property tax, as lev­
ied in the State of New Jersey is iniquitous, distorts municipal fi­
nances, warps comprehensive planning and hinders housing development. 
The National Commission on Urban' Problems states: 

The (property) tax amounts to a very high consump­
tion tax on housing expenditure and thus tends to 
reduce consumer demand for housing. This in turn 
tends to Zimit growth in the stock of urban housing 
and to Zimit improvement in the quaZity of the ex­
isting housing stock. 

The reliance on the property tax, particularly during a period of con­
tinuing inflation, inevitably weakens the ability of local government 
to fulfill its assigned responsibilities. The continuing rise of 
property taxation well in excess of the cost of living tends to create 
community dissension because the tax frequently falls hard on segments 
of the population with very limited ability to pay. At the same time 
the property tax is very remunerative, producing far more revenue than 
any other tax at the state or local level. 

There is embodied in the socio-economic fabric of the com­
munities a set of values that are intertwined with the property tax 
suggesting an immediate drastic reduction will be difficult. Also, the 
outright replacement of the property tax will require a massive reve­
nue alternative. In recent years the property tax has been drastically 
increased on an annual incremental basis. It would seem that proposals 
to alleviate the deleterious impact of heavy property taxation might 
also be implemented on an incremental basis. 

The following proposal will not immediately, or even in the 
near future, solve the problem of an iniquitous and regressive property 
tax. A major new source of revenue either from a state income tax or 
substantial federal revenue sharing would be required if an immediate 
and significant reduction in property taxes is to be achieved. The 
federal administration's bill for revenue sharing would provide suffi­
cient revenues to accommodate the equivalency grant proposal, at least 
for the initial years. The equivalency grant and in lieu of tax pro­
posal will provide a modest but growing alleviation of the regressive 
impact of the property tax. Moreover, legislative enactment of this 
proposal would have a dramatic impact on the availability of land for 
housing construction. 

The proposal will not solve the problem of high interest 
rates and high costs of construction; but at least land for residential 
construction will become more available. Residential development will 
then be an asset to municipal finances, thus providing inducement for 
the municipality to zone land for residential development. In ~his 
process municipalities will then be able to engage in comprehensive 
planning unfettered by the reality that most residential development 
has been a fiscal liability to the municipality. This proposal should 

-----------------------------------------------------------------------
This report was prepared for the New Jersey County PZanners Association 
by its Committee on Taxation~ Arthur L. Reuben~ Chairman. 
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also be extremely beneficial to communities faced with the proble~s.of 
blighted residential structures. The inducement offered to rehab1l1tate 
existing structures represents a modest revenue proposal which should 
serve as a catalyst for the improvement of residential structures, thus 
aiding in the rehabilitation of blighted neighborhoods. 

THE EQUIVALINCY IN LIIU OF TAX GIANT 

The State of New Jersey shall grant to each municipal taxing 
district an equivalency grant based upon the expected tax return allo­
cated to county and municipal educational costs from specified new resi­
dential structures ·as well as additions and alterations to specified ex­
isting residential structures. The residential structures covered shall 
include both single-family, two-family, and multi-family dwelling units. 
The tax rate in each taxing district shall first be computed in the same 
manner as in the past. The equivalency grant for residential construc­
tion will then be utilized as additional source of revenue reducing the 
general tax rate to all residential taxpayers in the district. All 
grants will only apply to the values of residential structures with land 
values excluded. 

The equivalency grant on new residential construction shall be 
based upon the following formula: The cost of construction of residen­
tial units shall be determined from data now compiled by the Department 
of Labor and Industry. All local governments shall receive from the 
State of New Jersey a grant equivalent to the educational taxes on new 
residential units that are at or below the eightieth percentile in cost 
of construction during the calendar year of construction. For residen­
tial units that are above the eightieth percentile of cost of construc­
tion, the base rate of the eightieth percentile structure shall be ap­
plicable but decreased at the rate of 10% for each 1% increase in the 
cost of the structure. Equivalency grants for new residential units 
shall receive a 25% increment supplementing the basic formula for those 
units with three or more bedrooms. 

The equivalency grant for additions and alterations to exist­
ing residential units shall be similar but with the following modifica­
tions. The assessment of the equalized value of the residential struc­
ture inclusive of the improvements shall be compared with the state-wide 
eightieth percentile cost of construction of a new residential unit in 
the year that the addition or alteration appears on the tax rolls. For 
residential units above the eightieth percentile cost of construction, 
the equivalency grant will be decreased in the same manner as for new 
construction at the rate of 10% for each 1% increase in the cost of the 
structure. 

In order to stimulate the removal of blight and to encourage 
property owners to improve their properties there shall also be an 
equivalent tax exemption granted to the owner of the housing unit being 
improved, with the local taxing district also receiving an equivalency 
in lieu of tax grant equal to the tax exemption. The normal maintenance 
and repair which are not now subject to building permit requirements 
shall be excluded from any benefits. 

The full equival~ncy grant and in lieu of tax benefits shall 
be continued ~or.a pe7iod of 30 years, calculated on each year's tax · 
rate and cont1nu1ng w1th the structures through periods of reevaluation. 
At the end of the thirtieth ye~ tqe equivalency grant shall be reduced 
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by 10% with each passing year, to terminate at the fortieth yea-::-. Mu­
nicipalities, where construction of new housing is unde~taken w1th pub­
lic funds or under tax abatement precedents, shall r~ce7ve state b~ne­
fits equivalent to the taxes that would have been pa1d 1f the hous1ng 
units were fully assessed. 

EXAMPLE: COMMUNITY '%'--- 1,000 DWELLING UNITS 

Total Property Tax 
Tax on Average House - $1,000 

Construction of 200 new houses or 
apartments with expenditures and 
revenues increasing proportionately 

200 X $1,000 
Tax on Land $200 
Tax on Structure $800 
Educational Equivalency $600 

{Grant from State where educa­
tional expenditures comprise 75% 
of tax revenues) 

200 X $600 

New Total Property Tax 
New Tax on Average House - $900 

POSTSCRIPT 

$1,000,000 

$200,000 

$120,000 

$1,080,000 

The cost of this program to the State of New Jersey in the 
year 1969 would have been approximately 20 million dollars. If we as­
sume that the dollar amount of residential construction will increase by 
50% in 1971 {a much greater increase than historical trends warrant) 
then this proposed legislation would require a revenue appropriation of 
30 million dollars. In a State budget approximating 1,600 million dol­
lars this sum is not excessive. Also by way of comparison, are the data 
released by the Federal Bureau of Internal Revenue stating that collec­
tions in the State of New Jersey in 1968 were approximately 6,500 mil­
lion dollars. The cost of this program would continue to increase in 
subsequent years, but the revenue base of the State of New Jersey and 
federal revenue sharing grant-in-aid programs are also scheduled to in­
crease. Any program to materially aid local government's fiscal posi­
tion and alleviate the property tax will be costly. The equivalency in 
lieu of tax grant has the advantage of rewarding the municipalities that 
are coping with the problems of development. 

In lieu of tax grants have a precedent in the State of New 
Jersey in the payments to municipalities for the acquisition by the 
State of specified reservoir sites. Tax exemption also has precedent 
for pollution control facilities and partial exemption exists under the 
Limited Dividend Law for Housing, and the Fox Lance Law for industrial 
and commercial development. The tax exemption program unfortunately 
continues to place the burden of local finance upon the property tax. 
The equivalency in lieu of tax grant proposal would shift this burden on 
a gradual basis to the much broader resources of the State. 
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Mr. A. R. Lunrtes 
Chairman 
Legi.sl.:ltivc· Committee 
C:unden Council [or the Betterment 

of Senior Citizens 
31 Haple Avenue 
Chvrry Hi 1. J, Ne\v ,Jersey 

Dcnr Mr. Luartes: 

September 21, l'':n 

You and your associates at the Camden Council [,1r the Ikt·~,,J -­

ment of Senior Citizens have my heartfelt thanks for providing :·"c h 
an excellent summation of" arguments for property trot re>U cf t ,, 
eldurly homeowners. Yon hnvc succinctly mad<' the en:;(· fur· .1<'! i"'' 
which ~vill assure older Americans that their limited, I iv<·r1 i11c•··:1 
will not be ~·riped out or badly eroded by the continuing antl ,;1-L<"l 

drastic increases in the property tax. The enclosed tr:mscri JJ1 u1, 

"Home Ownership Aspectsn provides additional informatic'n on t h 
subject discussed in your letter. 

My feelings on the matter are expressed in the encJ ,,sed ? 1, ,, 

statement. As you will see in the final paragraphs <m pngc t\.'l', 
l propose that n multi-agency Task Force be estahlishL'cl nt tIll' 

earliest possible date to provide cost estimates for seve ~:.'11 I''' ·: h' 1 

means of p1~oviding such tax relief. Only after we lwvc snell c:,: i" -;t, !­

and adrlitional information, can we hope to have infonnvd c1 i.c-ct'oo!- · ,,, "' 
Cnngrc:;:;ion:tl response. 

At this point, there is still" a chance thnt my proposnl c'"' i, 
beCl'ffiC part of a bill now under consideration by the Scn:lt<· ''i ·"" 1 

Cununittee. If you rmd your Council members see merit in tid:~ 

appronch, you can be sure that I will welcome your supporL. l.i, : •\;­
ev<:r, you feel that other kinds of action nrc possibJ c, I 'JC'U ',, : 1 

happy to hear further from you. 
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TO: 

FROM: 

SUBMITTED BY DR. GEOFFREY W. ESTY 

STATEMENT 

N. J. Tax Policy Committee 
Task Force C. "The Property Tax" 
Leonard C. Johnson, Chairman 

Geoffrey W. E sty, M. 0. 

October 21, 1970 

President, Economics Education Institute, East Orange, N.J. 
Member, Board of Directors, Robert Schalkenbach Foundation, New York City 

SUBJECT: Potentials of the Property Tax 

Amidst spreading citizen tax strikes, community violence, polarity of domestic 
life styles and social disintegration, stands the ever-enduring Property Tax, contributing to 
violation and disrespect of the law, and at the same time, possessing a latent potentiality 
for equality and social justice. 

The property tax is not one tax, but two: a tax on improvements, buildings and 
other land uses, and a latent tax on site or location values. The tax on improvements to 
land is regularly assessed at rates required for public services. However, buried in the 
total figure are nominally assigned percentages of site or land values, having usually little 
relation to values resulting from population or changes of location factors. The current 
property tax, then, tends to higher and higher rates on improvements, while site or location 
values remain nominally and generally grossly undertaxed. 

Land, whether urban, suburban, rural or farm, are valued in accordance with 
the supply and demand. Market price of sites is the net amount after the deduction of taxes 
thereon. Speculative values are added to theoretical site values and are greater where low 
or unrealistic assessments of sites are permitted. 

As a physician and a behavioral scientist, my concern with children, families, 
ill health, poverty, slums and delinquencies has resulted over the many years in an active 
and continuous inquiry into the possible constructive and positive ways of promoting sound 
total health and social relationships. A particular interest has been directed to "psycho­
economics" or the psychology of taxation. It has become abundantly clear that our present 
forms of taxation tend to be arbitrary and penalizing, evoking a natural resistance and 
hostility to authority, resulting often in evasion and a flagrant disregard for the law, and 
a double standard for our children to cope with. 

Clearly, the usual property tax system provides for huge financial "windfalls" 
to land owners who under-use or misuse their holdings. Conversely, the system penalizes 
those whose social consciousness impels them to upgrade their properties. 
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Economists seldom give thought to the potentialities of positive incentive taxa­
tion systems, which would be in tune with instinctual human behavior. Take just one simple 
example:--If an owner of a slum building, acting perhaps as a public spirited citizen, should 
paint his building or put in proper plumbing and repairs, he is penalized for this effort of 
improving his property for the benefit of his tenants, by an increase of his property taxes. 
He therefore tends to resist such improvements except under the penalty of the law, and 
tends furthermore to crowd as many tenants into the building as possible, in order to realize 
a maximum rental income. It is readily apparent, therefore, that such penalizing taxation 
perpetuates and even promotes the slum--or its eventual desertion! 

Briefly, then, my proposal incorporates both factors inherent in the property 
tax:--improvement values, and site values. Both caii"benefit the community through the 
use of incentive taxation, provided taxes on improvements are lowered gradually or at any 
rate held at current rates, while the collection of site or location value taxes are gradually 
raised systematically, and preferably yearly. 

The lowering of the tax on improvements on land results in incentives to build, 
improve, or rehabilitate, according to the land's best use and location. The increasing 
ta."{ation of site values will promote rather than retard the economy. It should make slums 
unprofitable, and encourage their elimination or rehabilitation with less dependence upon 
government subsidy. It would tend also to encourage unused or poorly used land toward an 
optimum development, according to location. 

The taxation of site values constitutes a natural source of government revenue, 
for the values of sites are socially created. It is not only fiscally sound, but equitable 
and just. Its determination and administration can be recorded on property and land value 
maps, assisted by modern computer systems. On completion of graded site values and 
improvements determination, the community can reassess both at yearly or bi-yearly in­
tervals to maintain current ratables. 

There are many methods in use over the world employing public collection of 
"economic rent" (site or land value taxation). All are based on a degree of tax incentives. 
Pittsburgh has had a graded tax plan in operation since 1914, and more recently Southfield, 
Michigan. California's Irrigation Districts are based upon land values only. Australia's 
six states, the Capital Territory, and many of the local governments tax land values to 
some degree. Land value taxation was introduced into New Zealand in 1891; Denmark in 
1932. In Canada, the principle of levying a greater tax on land values and a lesser one on 
improvements had become established in munici; ::: ::axation systems of British Columbia, 
Alberta, Saskatchewan and Manitoba by 1914. 

From what little has been said here, it can be seen that the New Jersey 
Property Tax with its incentive component is very flexible and can be adapted to the needs 
of this State in many ways. Furthermore, the provisions applying to taxation in New Jersey's 
new Constitution of 1947 left the matter of raising revenue by taxation to the Legislature, 
but provided that property taxed must be uniformly assessed and taxed. 
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Your Task Force C. Committee may wish to consider, as one example, the 
tax pooling of municipalities in certain counties on the county level, thus saving costs 
and obtaining uniformity. 

In testifying before the Alexander Tax Commission in 1962, I said: "I would 
respectfully submit, Mr. Chairman, that New Jersey is indeed at an historical cross­
road, and that your Commission has the power to recommend either a method of incentive 
taxation, which will enhance the future well-being of this State, or to suggest, instead, 
still other forms of penalizing taxation which may well hazard the future economic health 
of this State." If the time was crucial in 1962, how much more crucial has it become in 
1970! 

I fear that New Jersey is afflicted with "iatrogenic disease" with respect to its 
current tax practices. In this context, the term is used with respect to a common world­
wide societal disease, the name of which has been borrowed from medicine: 

"It is defined as a physician-induced condition, and arises when 
an inappropriate treatment, given perhaps for a misdiagnosed illness, 
is continued and even stubbornly escalated. When such treatment 
gives rise to symptoms of its own, it is called 'iatrogenic disease.' 
Unless the error is appreciated, the treatment stopped, and thera­
peutic direction shifted, the patient ultimately dies." 

I strongly urge that your Committee arrange for a conference for the purpose 
of studying the many potentials of the property tax as an incentive tax system. I have 
been given the personal assurance of Perry Prentice, Executive Vice President (retired) 
of Time Inc. to conduct at your pleasure a conference similar to the one described by 
the enclosed reprint from the Nation's Cities of May 1970, entitled "Better Assessments 
for Better Cities." Mr. Prentice is a director and Chief Consultant of the Robert 
Schalkenbacll Foundation of New York. 

Additional materials can be made available including reprints from previous 
nation-wide conferences, and the new film "Better Cities"--award winning documentary 
film--winner of 1969 International Film and TV Festival of New York. 

I stand ready to assist you in making these arrangements. 
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Statemcmt of Augustus ;.Jasmith on behalf of 

ASSOCIATED RAILROADS OF !-JEll~ JERS:TI 

to 
Task Force c, The Property Tax 

of the 
New Jersey Tax Policy Committee 

at a Public Hearing 

October 21, 1970 

Assembly Chambers, Trenton, New Jersey 

We desire to submit to this Commission a brief review of railroad 

taxat:ion---a subject which has been examined three times by the Commission on 

State Tax Policy in the following reports: 

Third Report (1948)entitled 

"The Taxation of New Jersey Railroads" 

Tenth Report (1963) entitled 

"Increased State Aid to Public Schools and Distribution 
of the Cost of Expanding Public Services." pp.lll-117 

Eleventh Report (1965) entitled 

"Railroad Taxation in New Jersey---The End of an Era." 
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The Third Report recommended changes in the existing 19U Railroad Tax 

Act ( swmnarized at page 58 of the Eleventh Report) designed to provide total 

railroad tax revenues of $16 million, as opposed to the existing (1941-1947) 

level of $18.775 million. These reconmendations were enacted. 

In discussing the Future Tax Burden of the Railroads, the Commission 

stated (page 24): 

n ••• that the economic condition of the railroads as a group, or at 

least those railroads which serve New Jersey, and the comparative tax burden 

imposed in other states, would normally warrant a reduction in the railroad 

tax imposed in this State. A reduction cannot be recommended, however, at 

a time when all other property o~ers are being required to increase their 

contributions to the cost of government, and at a time When the State is 

faced with the need for additional new revenue. By the same token, it is a 

mch better time, when the revenue structure is being revised, to take 

advantage of the opportunity to adjust State .finances to declining railroad 

tax revenues." 

The Tenth Report found it quite clear that there had been no improve­

ment in the economic status of the railroads since 1948 (p. 113). The Commission 

recommended as follows (p. ll7): 

11As a first step toward a rational solution of the railroad tax 

problem the Commission recoumends that all railroad taxes be for State 

use and that the State provide replacement revenue for the municipalities 

to save them harmless as a result of this change in tax policy. The 

replacement revenue could be derived partially from the continued taxa­

tion of railroads and partially from any new tax source which tm State 

may adopt.n 
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The Commission did not have the time to resolve the adjustment problems 

involved in this change in tax policy and stated that if the recommendations were 

acceptable in principle they could be remanded to it for further study and report. 

The Legislature did so by JR - 7, approved June 6, 1963. 

The Eleventh Report was in two parts. An interim report of May 18, 1964 

was issued because the Commission felt immediate tax relief was necessary and 

desirable; it recommended reduction of $2.5 million b.Y elimination of the Class I 

tax on main stem (right-of-way) and the Class III tax on tangible personal pro­

perty (primarily rolling stock). These recommendations were enacted on December 

29, 1964, but the effective date was poetponed until January 1, 1966. 

The Commission's final report submitted in December, 1965 recommended 

that all Class II property (all real property in railroad use other than main 

stem) in passenger service be exempt from taxation; and that remaining Class II 

railroad property---after a transition period at a higher level---be taxed at a 

flat rate to reduce the total railroad property tax burden to $8 million. 

These recommendations were again implemented and the total railroad 

property tax burden did reduce to $8 million in 1968. 

In discussing the Need for Tax Reduction, the Commission considered the 

aggregate annual net deficits and working capital deficits of New Jersey railroads, 

set forth in Tables 5 and 6 on page 12. 

The largest net deficit shown was ($63,782,764.) for 1961; largest 

working capital deficit ($64,275,539.) for 1963. Unfortunately, the comparable 

figures for the year 1969 are ($114,891,393) and ($150,819,518), as shown on 

Appendix A, attached. 

-3-

127 A 



Since publication of the Eleventh Report, the Central Railroad Company 

of New Jersey went into reorganization under the Bankruptcy Act on March 221 1967; 

and Penn Central and Lehigh Valley did so this summer. It is again quite clear 

that the economic status of the railroads has declined. 

Conclusion 

The Commission on State Tax Policy in its summary of the Eleventh 

Report (pp. vii and viii) stated: 

"2. To achieve such tax reform, it is desirable at this time that 

the State take over the taxation of Class II railroad property. This will 

make possible the adjustment of the Class II tax level in the futur:- e as 

circumstances may require without adversely affecting individual munici­

palities." (emphasis supplied) 

1. We believe that present circumstances warrant such adjustment and 

that this Commission should recommend a reduction from the present tax rate of 

$4.75 for each $100. of true value (R.S. 54:29A-7). 

2. In addition, we ask you to recommend two amendments to the Sales 

Tax: 

(a) Railroad track materials, communication, signal and power equipment 

should be exempt, in addition to the present exemption for sales of locomotives 

and rolling stock (R. S. 54:32B-8 (bb). 

This would afford railroads the same exemption as gas, electric and 

telephone utilities hgve for machinery, apparatus or equipment and cables for 

use in transmission or distribution of their services (R.S. 54:32B-8 (m). 
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(b) Railroads should have the same exemption for re~airs to locomo-

tives and rolling stock as is afforded for repairs to trucks and trailers under 

Sec. 3 (b) 2 (iii). 

Respectfully submitted, 
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Appendix A 

System Net Income or Deficit* 1969 

Jersey Central System 
Erie Lackawanna 

(Includes New Jersey and New York) 
Lehigh and Hudson 
Lehigh Valley 
Penn Central Company 

(Former Pennsylvania Railroad Company 
and New York Central) 

Penn-Reading 
Reading 

Total 

* ( ) Denotes deficit. 

Working Capital* 1969 

Jersey Central System 
Erie Lackawanna 

(Includes New Jersey and New York 
Lehigh and Hudson 
Lehigh Valley 
Penn Central Company 

(Former Pennsylvania Railroad Company 
and NewYork Central) 

Penn-Reading 
Reading 

Total 

($ 9,042,400) 

1,258,859 
96,928) 

7 ,539,684) 

~ 91,631;726) 
•, 4,526,679) 
~ 3.312,835j 
$114,891,393 

($ 6,665,527) 

( 13,957,113) 
( 21,939) 
( 2,816,280) 

(8150,819,518) 

* Includes material and supplies and debt within one year. 

( ) Denotes deficit. 
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SUBMITTED BY 
HELEN. C •• FENSKE 
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Open Space Policy made the following statement in preliminary report 
to t::te legislature on 6/26/70:-

" The rcmai.ning New Jersey open space lands are now nearly 
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fully utilized to support the present densely developed and 
populated sections of the state. These open lands are essential 
to the environmental well-being of our present urban mtl.nici-
palities." , . , 

Yes, we will survive, but that survival may not be h:al:_ . ./;-t .. \);;:,vi-t: TC:f-:n-,s. 

I color this scale blackw •• and red for the fUture unless there are 
drastic changes in New Jersey's environmental priorities. 

SCALE ITI 

We all ~~ow that New Jersey is the state with the most people per 
square mile, exceeding concentrations greater than that of India. As 
the population increases, the growing burden, complexities and costs of 
public and social services will be compounded. As a result, New Jersey 
will impose ever increasing demands on local property taxation in order 
to pay for these services and social solutions., 

Crime, racial tensions, pollution, visual and physical degradation 
of our cities and countryside are directly :related to poor planning and 
a past delinquent attitude toward the importance of amenities essential 
to a quality life r~ ~\New Jersey citizens.. This I then, is the third 
scale which should be introduced. It is viewed as public costs, but 
rarely are its soaring demands related to Scale I or II. 

I color this scale red ••• all RED. 

**************** 
Very little "tvork has been done anywhere to relate these scales 

in conclusive terms that are usefUl to the legislators, govenn.TTJent 
officials and official bodies, such as the Tax Policy Committee, who 
estab2ish policy., Nowhere is this type of research more needed than 
in New Jersey. If environmental factors are not now given the highest 
priority, New Jersey will surely become an environmental and economic 
d:lsa3ter area. 

RECOMMENDATIONS 
i 

I urge the Tax Policy Committee to:-

1. Finapce an immediate comprehensive study of the impact of 
property taxation and other tax structures on the quality 
New Jersey's environment. 

2. Find new tax revenues to relieve the tax burden on local 
property. 

3. Plan a specific source of steady fUnding for the State's 
growing environmental needs. 

The following suggestions are offered for your consideration 
regarding each of these three recommendations .. 

(Re: 1. -Study) 
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(Re: 1. -Study) 

The State imposes tax burdens on local communities and has laws 
that cut into the property tax :from wlldch towns and cities must derive 
ALL their revenue. At the same time, local governments have little or 
no control over many o:f these expenditures. Major reliance on property 
taxation means cities and towns can not afford to build ••• or rebuild 
with the proper balance given to watersheds, parks, wise development 
patterns, water supply, recreation and esthetics. This capability is 
essential to counter air and water pollution, urban stresses, and the 
growing ugliness o:f the countryside. '~Further, dependence on local 
property taxes means the State does net have the leadership o!t leverage 
needed to implement state policy. 

Zn other words, the State imposes too great a burden on communities 
through property taxation :for state and county services over which 
local governments have little or no controlo Some o:f these are:- 1 

a. Exemption :from property tax on state properties 

b. Police, pr~scn and court systems 

c~ County extension s~rvices 

d. Welfare and health services 

e. Air, water and open space controls 

f. Waste management 

g. Maintenance of roads 

h. Programming and facilities for education 

A study should not only analyize all demands placed on local 
property taxation, but also determine the effects such taxation 
has- on ill-planned random development patterns and open space loss. 

(Re: 2.-New Tax Revenues) 

If we do not raise the needed revenue from new taxes at the State 
level, we will have to raise more from local property taxes. There is 
no alternative. Those who are against new State taxes must favor far 
higher property taxes. 

The solution most often offered to increased property taxes is a 
combination sales and income tax. There is increased support for tho 
idea that a state must make use of both.e.the general retail sales tax 
and the personal income tax. Thirty states now levy both, and more 
significantly, twelve states joined the double tax ranks since 1960. 
When both kinds of tax are to be put in effect, the laws enacting them 
can be written so that resident taxpayers c~ credit what they pay against 
their state income tax. This protects persons of low income and those 
with many dependents against any significant payment of sales tax. 
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Shifting business taxes to individual taxpayers, or to property 
taxes should be avoided. When tax reform is urldertaken, it is suggested 
that business income taxes take the place of whatever inequitable taxes 
now are derived from business. 

~though taxes are not easy to raise •••• they are easy to spend. 
A priority system must be established. I feel strongly that most 11ew 
tax revenue raised by the State should be used to help towns ax1d cities 
relieve the tax burden on local property. Some suggestions as to how 
this might be accomplished are:-

a. Additional funding to towns and cities for education. 

b. Payments in lieu of taxes for State property. 

c. Payments for exemptions and/or other erosions of the local 
tax base .fmpose-d:-upcm:ltowns and cities. Property tax exemptions, 
as in the case of veterans, disabled persons and the elderly, ar(; 
desireable, but they reduce the productivity of the property_ tax 
and shift additional burdens to other local property taxpayers. 
They also operate more harshly On some comrrn.ll'lities than on otherb. 

d. Increased funding to towns and cities for local services which 
municipalities can not provide adequately cfor themsEP~ ve.s, but 
which are essential for the resolution of certain problems. 

; 

Some of these might relate to waste management, pollution control of 
all kinds, water supply, flood plain and open space preservation, 
health and \vel fare services, education, the administration and 
programming for police, prison, fire and court systems. 

·. 
These monies should include new grant-in-aid programs to tot-m and 
cities. The Federal Government uses grant-in-aid. to promote 
national objectives, which, in many cases, would be ineffective \\T.ith.· 
out such support. The great national turnpike network and pollution 
:fUnding for interstate waters are examples. Acting alone, 
individual states could not ••• nay, woul·d not, formulate and 
implement such programs. 

Similarly, many New Jersey problems result from a lack of state 
direction or State response to state-wide problems. These should 
not be contingent on a local property tax for long range solutions. 
With 567 communities crowded into this small state, State 
leadership and policy underwritten by adequate finance programming 
are more essential than in most states. Unfortunately, New 
Jersey lags far behind in statewide initiatives. 

In other words, grants-in-aid promote state goals by encouraging 
local governments to act, yet allowing control to remain at the 
local level. They areJin many cases,superior to direct State 
action. There seems to be no possibility of cohesive State 
leadership and policy on behalf of the total needs of the State 
under the present system of major property taxation. 
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(Re: J - Financing Hew Jersey's Enviromnental Needs) 

For a State whose limited financial resources ar-e already stretched 
to meet pressing public x1eeds, the prospects of being required to spend 
additional money on the conservation and redempi.:ion of natural and aesthetic 
qualities is not attractive. However, because environmental concerns 
have held such a low priority in the past, we now have degradation and 
its attendent social and economic problems 15 to 20 years ahead of any 
other state in the Nation. Environmental concerns, no~v reaching crisis 
proportions, should be given the greatest attention in a tax reform 
package.f1t1- eT~..:.a.IV/~ ~~ £\o.v-cl 'To-.J.c;;"'- ~S O..f"~!ll·tl'u~ 'joo/~b.......tw~""''-'!.i 

'='e. .:;, .., ~ 't. 1 I I s h. 0 r I.) s ~di ~ ~0-T l<.s-~ l ..., . 
Nelv financial resources specifically geared to meet these needs 

should be found. Traditionally New Jersey has avoided earmarking 
revenues in perpetuity, but a srrong argument can be made for special 
revenues devoted to conservation purposes for the next six to ten years. 
Subsequent use of funds could be determined by the legislature or a 1 

special commission. 

Taxing Land Profits and/or Land Transfers 

Most J.and speculation is directly attributable to population 
growth, the fixed supply of available land, and the public investment 
in ne><T high><Tays and other comnr...l.ni tj: services. These factors have led 
several public finance economists to suggest taxation of land profits 
or a land transfer levy as ideal sources of revenue. Questions of 
constitutionality and administration difficulties have been raised 
regarding the land profit ta::x:, but the logic of· devoting the proceeds 
from a land transfer tax to the conservation of natural resources is 
attractive and should be considered. 

Taxation as a Control Device 

Apart from raising revenues for environmental needs, the tax · 
system may itself influence individual behavoir in ways which serve 
and disserve envirnnmental objectives. An example might be that of 
the farmers and other low-intensity users of rural land ><rho vmre being 
forced by rising property tax burdens to sell their land f'or premature 
and unplanned development. 

Preferential tax structure for farms has slowed the loss of farms 
to development. However, it appears that the lure of windfall capitol 
gains, coupled with the unfavorable economics of farmingfor many operators 
are far more powerful pressures than are the benefits of preferential 
or deferred taxation. 

Developers continue to leapfrog to available random c>pen space areas 
with little concern for logical planning, environmental concerns, or the 
public costs of services and transportation. Nevertheles~, a grovTing 
number of states use preforrential and deferred taxation as a useful 
tool to slow the loss of open space. 

Private Initiative to Supplement State Open Space 

The State should encourage private charitable initiative to supple­
ment its open space needs. New Jersey is one of the few states not 
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benefitting from the efforts of private and semi-private organizations 
and agencies. Contrast its record -...lith the neighboring state of 
Massachusetts "\·There some 40,000 acres of coastal and inland wetlands, scenic 
and historic sites, forests, fish and game sanctuaries and recreation 
areas are held and maintained by the private sector for the public good. 
Or Connecticut where numerous local land trusts have preserved a total 
of J8,000 acres in and near cities and towns. 

At the moment, 1\Jevr Jersey has neither state funding for open 
space acquisition nor the assi.s·tance of the private sector to meet its 
needs. The key is appropriate tax relief for those lands privately 
owned and maintained by charitable conservation organizations for 
public use. 

Inheritance Tax Review 

Inheritance tax laws need to be studied for their impact on ' 
open space loss. Present structure forces the dissolution of meaningfUl 
large unspoiled tracts which are often near large urban areas. Frequently, 
these tracts are sufficiently large to permit a genuine, if temporary, 
escape from automobiles and industrial smokestacks. The beautifUl l~OO 
acre Doddge property in Madison might shortly become a classic case in 
point. 

CONCLUSION 

New Jersey's revenue system is badly stretched to meet existing 
budgetary needs, but i·ts present dependence on property taxation tends 
to increase environmental degradation and prevent renewal of our cities. 

The State needs to develop a soundly conceived and effectively 
administered tax structure which goes beyond major property taxation 
in order to achieve two major environmental goals:-

1. The proper preservation, planning and use of the State's 
diminishing open space and natural resource amenities. 

2. The redemption and/or rebuilding of environmental qualities 
so callously destroyed or ignored in and near our cities and 

i older towns. 
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SUBMITTED BY FRANK R. MacKANNAN 

P&to~~r:vv T t~x n~~r:;~::1:·~:~u~~~~ 

Property Taxes in New Jersey are unbearable. They have almost reached t11c point of confi;;c3~ 
tion, are we as taxpayers going to stop this trend? We can, through proper tax iegislation. O~Jr 

elected representatives are supposed to represent us, the voters ... let us tell them like it isl 

MY PROPOSAL 
1. No Income Tax for the New Jersey General Fund. (Under present Stnte Law, t<.iX03 in ilew 

.JeriiC.IY are dQdiQated for one .. yaar only, thetn b•QOI'I'Ia p1:1tt of thu C.i:1nerCJI Fut'ld - "TIIu i-'uri. 

Barrel"). 

2. REPEAL 5% SALES TAX. 

3. A flat Income Tax dedicated by Constitutional Amendment to reduce Property Taxes in New 

Jersey is a must. 

This is not a gamble, this is a sure winner. 

ALl. TAXPAYE~S 
4. Figured on a flat basis, 2% of your gross income would reduce your Property Tax by 2/3. 

(2% of $10,000-$200.00. What is your Tax Bill?) Remember, this is a flat tax. If your in~ 

come is large you pay more. If lower you pay less. School Taxes are the big item on yaur 

Tax Bill. 

New Jersey State pays 28.5% towards support of local schools. National Average is 40.7%. 

Delaware ...................................... 70.6% 

New Mexico ................................ 62.7% 

l'w\ Y FOR.;I'\;U.12..A 
If New Jersey paid 50%, Property Taxes would be reduced 2/3. To pay 50%, New Jersey would 

need 600 million in additional money. Total income in New Jersey is over 30 biliion. 2c;c, of 
this is a cinch to produce the 600 million new money needed to reduce Property Taxes by 2/3. 

Remember ... A flat Income Tax dedicated by Constitutional Amendment forever is the only 

answer. An income of $5,000 (excluding Social Security) will be used as the starting figure for 
the proposed flat base tax. (Less than $5,000 non-taxable.) 'fell your elec:cd oUda!s tMs is 

what. we want. 

If you favor this legislation sign this sheet and mail to your elected Assemblyman in Trenton, 

New Jersey 08625 . 

Name ........................................................................ .. 

Address .................................................................... .. 

~ ~ '1->t--<,~~~..._..___ 
FRANK R. MacKANNAN 

(A Concerned Taxpayer) 



STATEMENT by s. Herbert Starkey, NJEA Director of Reaearch 
representing the New Jersey Education Association before 
the public hearing of Task Force C of the New Jersey Tax 
Policy Committee, in the Assembly Chamber, State House, 
Trenton, New Jersey, Wednesday, October 21, 1970. 

The New Jersey Education Association appreciates this opportunity to 

present its views with regard to the imposition of property tax rate ceilings 

or limitations. 

Rate limitations imposed upon New Jersey's present property tax system 

without providing substitute sources of revenue would be disastrous. Many 

of the school districts that would be affected have very low valuations per 

pupil and are operating at minimal or substandard expenditure levels. These 

same districts are presently penalized by outdated and inequitable state 

school aid allotments. These same 4istricts are also penalized by the 

partial implementation of the Bateman Commission formula recently enacted 

by the Legistature. 

Attached to the statement is a table listing 29 tax districts that 

would be adversely affected if certain assumed tax ceilings were imposed in 

the 1970 calendar year. For school purposes an equalized tax rate ceiling 

of 35 mills or $3.50 per $100 of full valuation was selected. A total all• 

purpose tax rate ceiling of $5.00 was used. The rates were selected to 

produce a relatively small number of tax districts affected by the assumed 

ceiling. 

In 1970, there are 14 school districts with an equalized school tax 

rate of more than 35 mills. Thirteen of the 14 have valuations per pu~il 

less than the state average. 
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There are 24 tax districts with all-purpose property tax rates abova 

50 mills or $5.00 per $100 of full valuation, Nine of the 24 tax districts 

also base school rates above the assumed ceiling. Only Montclair among the 

24 districts has wealth per pupil above the state averageo Seventeen of the 

24 tax districts have coterminous school districts where school expenditures 

per pupil are below the state averages 

This rather limited study clearly shows that tax districts with high 

property tax rates generally are not high expenditure units but rather are 

forced into making high tax effort because of the lack of ratables. This 

is further compounded by insufficient state school equalization aid. Further 

cuts in school services as a result of tax rate limitations might well raise 

constitutional questions of a failure to provide equal educational opportunity., 

Defore rate limitations are seriously considered, answers to the follow­

ing questions are needed: 

1. If an all-purpose rate ceiling is proposed, how would the 

local tax levy for schools, municipality and county be equitably 

adjusted when the tax certifications exceeded the ceiling? 

Would not budget padding be encouraged ao that a particular 

agency would not suffer a cut in services? 

2. If a separate ceiling is proposed for schools, municipality and 

county, could one agency utilize the unused portion of another 

agency? 

3. How could separate rate ceilings operate in a state with such 

wide variations among tax districts with respect to the per· 

centage of levy used by schools? Forty-one school districts 

use less than 40%, of the total tax rate, while 54 school 

districts utilize 75% or more of the toal levyo In like 
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manner how could a single ceiling on municipal levies be 

equitably imposed on rural townships and urban cities? 

We urge the Committee not to recommend property tax rate limitations 

if the present system is to be retained. 
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TAX UNITS AFFECTED BY AN ASSut1ED PROPI!:RTY TAX RATE CEILING OF 
$3.50 FOR SCHOOLS AND $5.00 FOR TOTAL RATE 

Current Expense 
1970 Equalized T~: Equalized Valuation School Cost 

Rate Per Pu;eU Per Pu;eil 1 1968-69 
Belol-7 Above Below Above 

Schools Total Averase Averase Averase Avera~ 

($3.50 or ($5.00 or (State Average- (State Average-
T~~ Unit overl over} ~35.103} ~712l 

EGG Hf.RBOR CITY $3.90 $6.16 $15,494 $558 

PLEASAN'lVILLE 5.44 16,646 525 

AUDUBON PARK 4.57 8.70 4,791 581 

BERLIN 'l't-1P. 3.54 5.19 15,031 466 
CAl1DEN 6.22 16,595 610 
CHESILHURST 4.06 6.26 11,565 588 

CLEMENTON 5.02 20,903 450 
PU!E HILL 3.64 5.88 11,681 493 
v1ATERFORD 5.02 22,802 525 
WOODBINE 3.97 5.01 10,767 656 
EAST ORANGE 6.40 33,771 $ 785 
GLEN RIDGE 3. 71 6.39 32,108 730 
HONTCLAIR 5.21 $41,702 892 

NEWARK 5.90 21,323 729 

ORANGE 6.05 33,564 775 
FRANKLIN (G1ouc.) 3.80 5.12 14,820 621 
MANTUA 3.83 13,132 490 
HOBOKEN 7.65 16,871 668 

JERSEY CITY 6.71 25,568 607 
UNION CITY 7.04 20,831 645 

v7EST NEH YORK 6.10 26,672 638 
TRENTON 6.21 21,039 767 

FARNINGDALE 3.68 17,979 584 
FREEHOLD TI.JP. 3.72 28,414 643 
HIGHLANDS 5.29 27,549 524 

ROOSEVELT 3.59 45,755 1,089 

VICTORY GARDENS 4.11 13,519 820 
OGDENSBURG 5.02 25,317 635 

HINF:ELD 16.21 21.15 3,665 930 
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STATE SUBMITTED BY RICHARD F. MC eARTHY 
POST OFFICE BOX 83 
WEST BERLIN, NEW JERSEY 

v~. Chairman, and distinguished members of this tax study/ 

commission. My statement to-day concerns itself first with the 

constitutionality of the present tax structure of the state of 

New Jersey, and second with its effect upon the social, cultural 

environmental lives of the citizens of this state. 

It is important to consider the legality of the present 

structure because if some aspects of it are unconstitutional, 
/11 v .~r 

these pitfalls ~ be avoided in the future. It is important 

to consider the effect of the present structure upon the lives 

of the citizens of the state because American democracy is 

based upon the con~cent of the governed, and where policies may 

be legal but unjust, the people will vlithhold their consent. 

This committee must realize the seriousness of any chal­

lenge to the constitutionality of any law, but particularly a 

challenge to the~laws of taxation, because of the far reaching 

effect an adverse decision would have in the questioned area. 

This committee must also realize that there are grounds 

for such a challenge. This year, two law suits have been filed 

·against the State of New Jersey; one on the behalf of an indi-
, l) :.::~ 

vidual taxpaye~, and the other on behalf of the taxpayers of 

Jersey City. Both suits challenge the constitutionality of the 

tax structure. There may be a tendency to shrug these suits 

off as "nuisance" suits but that would be a mistake because there 

are similar suits pending in ten different states.· Before 

considering any tax reforms, I believe this committee should 

revp.ev>these law suits, and all previous law suits pertaining to 
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the present t.:.x structure. I believe that this cornmi t tee 

should follow step by step the development of the tax structure 

and the effect of state control over the policies of the polit­

ical sub-divisions. 

Who has the power to tax? Where does this pmr1er come from? 

vlhat is meant by "representative taxation"? These are questions 

which should be upermost in the minds of the members of this 

committee. A portion of each of these questions can be answerad 
i o::.w~ 

by a re~ue of the case of the Township of Bernards v. Allen, as 

cited in 57 N.J.L. (303), and 61 N.·J.L. (228). N.J.L. 57 cites 

the decision of the New Jersey Supreme Court, 61 N.J.L. cites 

the decision of the New Jersey Court of Errors and Apreals. 

The case concerned the budget for the To· .. mship of Ber­

nards, Somerset County. The budget was approved by the inhab­

itants of the Township at a meeting held on March 4th, 1$93. A 

charge was made that the budget did not provide for either ade­

quate services or public protection. 

In accordance with his powers, the Governor appointed 

three persons, freeholders and residents of the To1.-mship, a3 

Commissioners of taxation for the Township. The Commissioners 

then levied new taxes on the property of the Township. The 

authorities of the Township objected, and the Commissioners 

sought legal remedy to enforce their levy. The case was first 

heard by the Supreme Court, and the levy was partially reduced. 

The Towhship authorities were dissatisfied with this d&cision 

and appealed the case to the Court of Errors and Appeals. Though 

both court rulings are. importrnt, it is the higher court that 

most clearly drew the lines ~nd the limits of the powers of tax-
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amount so ordered. 

The Commissioners had increased the amount of the levy by ;16,124. In 

its decision, ~e Court reduced the increase by $13,924. leaving an increase 

of 121 200. The original levy for a police force was nuLlified, and the costs 

for Assessing and Collecting taxes were reduced. from 11,700 to 1200. The 

6ourt also permitted the new levy of 321 000, for the support of fublic Health, 

to stand. 

The authorities of the Township of Bernards were dissatisfied with the 

decision, and appealed the case t:o the Court of Errors and Appeals. The 

higher court overruled the first decision and the budget was reinstated as ori-

ginally approved by the inhabitants of the Township. It is in this ruling by 

the higher court where the powers of taxation are reasonably drawn. 

The power to tax belongs to the national ana the state governments b.y 

virt~ of their constitutions, but this power rests upon the idea of the 

peoples 1 consent to be taxed. Under th.e theory that local governments can 

best solve their own problems, state legislatures have delegated some taxing 

powers to their political sub-divisions, through elected officials. Hepresent­

ative taxation implies that only those elected to a legislative office should 

have the power to tax. It is not in the nature of the executive, or non­
be 

legislative, body to have taiing powers. Taxation mus~1 representive in the 

sense of being accountable to the people through their elected representatives. 

The laws of early England are the main source for the principles of 

American law. At one time the powers of taxation rested solely in the hands 

of the kings. However, the costs of foreign wars were so great a burden 

upon the people, (sound fam:U1ar), that the taxes became "onerous" 1 and the 

people resisted. The king was then forced to ooncede his taxing powers to 

the people. 

During Colonial times the lower house of the legislative bodiessuccessfuJly 

claimed their right to Or-~iiJ1ate money bills. This power still rests in the 

lower houses at our Federal and ~tate governments. 
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a tion. The follo·wing schedule shov,rs the original levy, the levy 

of the Commissioners, and ~he levy determined by the Supreme 

Court: 

Budget Items 
Township 

Levy 
Commissioners' 

Levy 
Court 
Levy 

Support of 
Poor ••••••••••••• $1,200 ••••••••• ~3,300 ••••••••••• $1,200 

Roads • • • • • • • • • • • • • 4' 000 •••••••• 14,000 ••••••••••• 4,000 

Snov,r . . . . . . . . . . . . . 500 •••••• •.• 500 . .•......•• 500 

Public Health •••••••• None • • • • • • • • 2, 000 ••••••••••• :.?, 000 

Police Force ••••••••• None • • • • • • • • 3 24 • .••....•.• None 

Assessing and 
Collecting •••••••• None •••••••• 1, 700 ••••••••••• 200 

The opinion of the lower Court was delivered by Justice 

J. Dixion, and contained two points that bear upon the question 

of the povmrs of taxation: 1. Under the Commis.lioners of Tax­

ation Act (Rev. Sup., p. 614), the power of the commissioners 

is confined to cases where the local authorities or officers 

were bound by law to provide for the performance of those public 

duties to which the title refers, and they have failed to do 

so. 2. Where the amount to be raised for the discharge of 

those public duties is by law committed to the discretion of the 

local authorities, and they have lawfully exercised their dis­

cretion, commissioners of taxation have no power to change the 
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It is ililportant to ~ firs~ thu.t the Kin·-~ conceu.ed h~s 

POiEH.S of taxation because of the people's resist&nce, .!l,21 

because of ~ legal challenge to his authority; second, that trr~ 

forceful challenge to the King's powers ~made only after the 

taxes became "onerous", long past the noint of tolerable in,just-

~· 
In expressing the opinion of the majority of the members 

of the Cour·t of Errors and Appeals, Justice Depue pointed out 

that legislative action was needed to implement tax action, and 

that the lower houses of the Federal and State governments were 

responsible for originating money bills; that State legislatures 

can delegate powers of taxation to political sub-divisions but 

were unable to delegate such powers to non-legislative bodies. 

In the case of the Township of Bernards v. Allen the Court held 

that the Commissioners of Taxation was a -ministerial body only 

and therefore lacked the powers to increase or to add to the tax 

levy as approved by the people. 

But what is the effect of the State legislature delegat-

ing the powers of taxation to political sub-divisions, while at 

the same time retaining for itself the powers to establish 

policies? Does not this make the sub-division a "ministeri&l" 
,~ 

body in the areas \'lhere they do not control the policies and 71103' 

lacking taxing powers in those areas? Or what is the efJ_'ect of 

the State legislature creating various bureaus, commissions or 

departments and delegating to them that are so authoritative 

that they ammunt to substitute taxing powers? Do not these 

practices subvert the principle of taxation vii th representation? 
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For taxation to b.:: just, it ·must be equaLLy shareci, and 

the uniform rules requirement of our State Constitution is met 

by a classification which provides for a uniform tax rate appli­

cable equally to all members of the class. 1 Cooley on 'l'ax­

ation {4th ed.), sec. 311, page 645, and sec. 313, pages 649 & 

650, respectively state: 

"Uniformity of taxation, as provided for by state con-

stitutions, is required throughout the tetritorial limits of 

the taxing district. If the tax is a state tax, it must be 

uniform throughout the state. If the tax is a county tax it 

must be uniform throughout the county. If the tax is a tovm 

tax, it must be uniform throughout the town. If the tax is a 

city tax, it must be uniform throughout the city. If the tax 

is aschool tax, it must be uniform throughout all the school 

district. 'f.he uniformity corresponds 1Q the territorial limits 

.Q.£ the taxing districts." In other words, state taxes are for 

state purposes, county taxes are for county purposes, local 

taxes are for local purposes and school taxes are for school 

purposes. The state delegates the powers of taxation to the 

lower levels of government for the support of those purposes 

that are designated by the state. But as has been pointed out 

in the case of the Township of Bernards v. Allen, the State 

cannot separate the powers of taxation from the powers of legis-

.lation. 

The unjust effects of such separation can be seen _by an 

"'IC -examination of how our school systems ~ financed. Article 8, 

Sec. 4, Par. 1, of,the Ebnstitution of the State of New Jersey, 



stipulates: The legislature shall provide for th~ maintenance 

and support of a ttlroueh and efficient system of free public 

schools for the instruction of all the children in the state 

between the ages of five and eighteen. To effectuate this ar-

ticle, the Legislature placed each school district under the 

jurisdiction of a school board, and the school bo&rds under the 

jurisdiction of a State Commissioner of Education. However, the 

powers of. this Commissioner are so broad and authoritative that 

they ~ substitute taxing powers. Unlike the Commissioners 

of Taxation, the Commissioner of Education can overrule the 

wishes of the people and force them to support educational costs 

regardless whethe,~· they can afford to or not. 

The problem of financing education is as complicated as 

it is inadequate. 'Vfhile the state continues to control the 

standards of education, a large percentage of the costs are sup­

ported by local taxes that are raised through taxing real estate 

property. Because the tax base varies from municipality to 

municipality, the state imposed burden is not shared equally by 

everyone throughout the state. It is because the taxes levied 

for education, and the methods used, have become so "onerous" 

that the law suits challenging the financing of public education 

ha. ve been fi leEi. 

The present topsy-turvy approach to financing education 

cannot go on much longer. While most schools in urban areas 

are old anq inadequate, many schools in the surban areas are 

often ornate and new. Infpite of their differences, both the 

urban and surban communities are faced with insurmountable 
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tax problems. 

Because of the population explosion in their area, 

suburban communities are being forced to build schools faster 

than it is economically f~asable. The cities, on the other 

hand, have so many other social and economical problems that 

they cannot af~ord to replace their outmoded schools. Because 

of their social problems, and their Oi:tmoded schools, the 

cities are at a disadvantage when it comes to competing with 

"nice suburban schools" for qualified teachers. 

The taxpaying ability of a community is related to its 

assessed valuation, and nearly all states provide some part 

of their State aid on the basis of this local wealth. However, 

few of these aid programs take into consideration the type of 

ratable that makes up the wealth. Nearly all residential 

ratables contribute more to the cost of education than can 

possibly be recovered ·through property taxation. A predomin­

ately residential community, with taxable property valuation of 

$7,000,000, could have a local education cost of $650,000,plus 

state aid. Howev~r, another community of the same size and 

population, but having a favorable balance between residential 

and non-residential.ratables, could have the same cost, but a 

$14,000,000 tax base. In terms of purchasing power, each 

educational unit would cost the taxpayers of community A twice 

as much as it costs the taxpayers of community B. However, the 

state will not let community A reduce its educational costs 

to the "ability to pay" level. 

,..... 
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New Je:,sey's tax system is rooted in a rural economic 

concept. At one time, most people lived, worked and shopped 

in the same co~~unity. In many cases, the commercial and indust-

rial businesses contributed directly to educate the children 

of their customers and employees. Today, there are electric 

plants run by atomic energy and worth millions of dol~rs in 

taxes, and there are also shopping centers and industrial parks. 

Though these businesses are supported by custermers and employ­

ees from an extremely wide area, their taxes only support the 

municipality where they are located. Except for relAtively 

small taxes levied by the state, these businesses contribute 

little to educate the children of their customers and employees. 

New Jersey is also known for the municipalities that have 

been established as "tax havens". Teterboro, Gibbstown, Tavis 

Stock and Pine Valley are a few. 

*************************************************************** 
It is time we turned our attention to how our present 

tax system developed, for a better understanding of why our 

problems have not been solved. During the eighteenth and nine-

te(:nth centuries, local governments conducted their own affairs 

with little or no interference from the state, and the state, 

incidently, was not as subjected to the demands of national pro­

grams. In this era, most taxes were levied by local governments 

to meet local their own specific purposes. To support these 

purposes, the taxation of real estate was developed. Because 

property owners made the most dena.nd.s on government, because 

the value of a man's real estate holdings reflected his 
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wealth, and because most elected officials and voters were men 

who owned their land fre~ and clear, were some of the reasons 

for selecting prcperty as the principle tax base. 

Though both Federal and State taxes have grown to a sub­

stantial amount in the past three decades, it is still the real 

estate property that carries much of the tax load. The revenue 

collect·.:d from property taxation, throughout the country, 

amounts to $33 billion dollars a year; this·amount is 

exceeded only by the Federal income tax and the social security 

tax. 

No other group 2f taxpayers have ~ their taxes increased 

~ £I. half .2.f the amount .2.f lli increase that has been ~­

posed upon property owners.The burden upon property owners is 

now "onerous", having long ago passed the point of tolerable 

injustice. Many senior citizens, and families in the middle 

and low income brackets are now faced with the loss of their 

homes. Though the need for tax reforms has been rscognized for 

some time, tax studies after tax studies are substituted for 

tax action. 

The break down in the property tax structure is due to 

the fact that porperty no longer reflects the wealth of the 

individual. Through 60vernrnent insured mortgages, and liberal 

state mortgage policies, people of moderate means can now own 

th@ir homes; therefore, the: value of the home does not re­

flect always the ability of the O'.,rner to pay any and all taxes. 
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Because his home is usualJy heavily mortgage; the value 

of a home to today's owner is the difference between the bal­

ance of the outstanding mortgage and the market value of the 

property. Today, the interest on mortgages runs anywhere from 

4% to $;~; in addition to this, the home owner is also requirt:d 

to pay from 1~~ to 7% of the market value of his property in 

taxes, even though he may own only 10;~ or 15/~ out right. 

The injustice of using property as a tax base in today's 

economy, under any circumstances, is obvious; and has been so 

recognized for many years. However, to force local governments 

to continue to support federal andstate programs through this 

system is intolerable. 

When some lower levels of gove_·nment were either unable, 

or unwilling, to solve the problems which developed as the pop­

ulationgrew, ·and the systems of transportaion and communication 

expanded, the fede!·l government became more involved in areas 

trat had been regarded as strictly the responsibility of the 

states; and the states, in turn, increased their domination over· 

their political sub-divisions. In this manner certain problems 

became recognized as inter-government: problems. 

However, instead of the higher level of government 

assuming the fiscal responsibility for these inter-government 

problems, the practice of demanding that lower levels of gov­

ernment meet established standards, on a cost sharing basis, was 

developed during the 1930s. This practice of mandating policies, 

plus the continued use of property value as one of the major basis 
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for taxes, is imposing an unjust and e): cos Jive tax Lurdon UiJOn 

most home owners. 'ilhilc these mandates may be universztlly ap­

plied according to standard formulas, there is a wide v~riation 

in both their need and the tax basis whcih support them. 

The tax burden becomes excessive when the base selected 

is not broad enough, or strong enough, to support the dem~nds 

of the mandate. The tax burden is unjust because the pov-1ers to 

set policy (legislate) are seperated from the powers to tax, leaving 

the taxpayer confused and helpless. The members of this Com­

mission must study the effects of the seperation of these two 

powers, if a new tax structure is to be just and non-confisca-

tory. 

************************************************************** 
As was pointed out, nearly all residential ratables con­

tribute more to the cost of education than can possibly be 

recovered through property taxation. But there is a shortage 

of homes in New Jersey, a shortgage that the state is trying 

to solve by financing housing programs. New homes increase the 

taxes and increased t~xes force people to sell their homes, and 

the vicious circle grows. It is like loading up a twenty ton 

truck and driving it across a bridge designed to support ten 

tons, it shouldn't be done. 

************************************************************** 
Another questionable parctice of the present tax structure 

is that each municipality is required to establish a "Reserve 

for Uncollected Taxes" as part of their yearly budgets. Through 

this reserve, some home owners are forced to pay the taxes that 

others neglect. 

************************************************************** 
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If you were to examine the records of the 1947 Consti-

tutional Convention, Committee on Taxation and Finance, you 

would find that several experts in the field of property tax­

ation testified that property should be classified, and taxed 

according to the same standard of value. Up until that time, 

property was assessed according to "fru1te Value". It was pointed 

out that the term true value was too vague and led to many law 

suits. The Committe•;) accepted the proposal but when it was put 

before the entire delegation, the Convention accepted only that 

part which referred to the "same standard of value". 

As a result of the case of Switz v. Middletown Twp., 

23 N.J. (5SO}, 1957, the Legislature of the State of New Jersey 

defined "same standard of value" as "true value", in effect 

ammending the Constitution without a constitutional ammendment. 

Within ten years, the work of the Committee on Taxation and 

Finance was completely undone, and New Jersey went bacb1ards 

again. 

************************************************************* 
Under N.J.S.A. _Art. 8, Par. 1; Sec. 1, Note lS, page 602; 

there is a notation whtch states: Value of property for purpose 

of taxation has some measure of permanency which renders it 

secure against general, temporary inflated or deflated, and 

changed economic conditions do not necessarily justify an increase 

or decrease in valuation. Id. 

This principle is undermined by the Table of Equalization, 

which "equalizes" the property valuation of a municipality by 

compari~g sales to assessments. All properties are then presumed 

to be assessed in the same ratio to true value. 
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However, v.::a.cant L.nd, durin~ tht.: }tiSt fe,.; y.;~rs, h· 3 

increased in value fc..,st<JJ' then residenti.::tl:Ly oc :..:uricd L, n,J. 

When the land is sold, th~ value of the occupied lund is r~­

flected in the equ.;lization table as having relatively t,he sc:..me 

value as the vac~nt land sold. 

*********~***************************************~****~'~****** 

Let us now look at the case of a man who purcha ~>eel a 

home in 191+5. The home v."as situated in a 11 ru1il" area, and was 

on five acres. At that time, the man wu.s fort:,r years old and 

he purch3 sed the propsrty plannin_; to retire and have his home 

all paid off. He paid ~10,000 for the home. 

Because of the population explosion and improved trans-

portation, the area is now re.r;arded as surburban, ar1d. the pro~ 

perty is worth :'~l+O,OOO and the taxes have increased from )300 

dollars a year to over a :;;a, 000. The man is 65, he ·wants to 

retire and live in the home he worked so hard to own. How can 

this man enjoy himself? Is .this what we want for our senior 

citizens? No, wait a minute, is this what you want to face in 

a few years? How can this situation 1e justified? 

*************************************************************~ 

The practice of higher levels of ;overnment ma.ndat.in:._; 

the policies of lower levels of government, and the unrestricted 

use of property value as a basis for taxation are two of the 

most prominent contributors to the pres~nt injustices of New 

Jersey's system of taxation, and consequently to the taxpayers 

resentment. Clear lines of responsibility mus~ be esta~lished 

between the legislator and the taxpayer so that the person 

taxed vlill better understand who is taxing him and why. 

Page 14 
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Let;isla ture;.:; can o:1ly be fully aware of the burden they 

are placing upon the tax!ayer when they initiate government 

programs ~ levy the taxes for their support. The taypayer 

also becomes v~.ry aware of his actions, often causing the legis­

lature to chose one program over another, or to enact both 

programs on a limited bases. However, when the legislature 

is permitted to enact the programs while forcing lower levels 

of government to levy the taxes for their support, they lose 

the cumulative ef~,ect of their actions. Taxpayers too remain 

unaware of the effect of the actions of the legislature, causing 

the los~ of two strong restraining influences. 

The battle cry of the American revolution was, "No tax­

. ation without representation." Now, nearly two hundred years 

later, Americans are being taxed without representation, and 

they don't even .know it. 

The Presidential Advisory Commission on Inter-gov­

ernmental Relations for example, has recommended that the 

Federal government should assume the complete costs of all 

welfare programs, and the states should as.sume the complete 

cost of all public elementary and secondary education. The 

Commission has also described the practice of letting the Fed­

eral government mandate what the states must spend, and the 

states to mandate what local governments must spend, as danger-

eous. 
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~Vhile several governors have voiced thei.r approval of 

these proposals, Federal and State legislators, the ones with 

ta power to act, have ignored the report. 

I· would like to make the following recommendat­

ions in thehopes that they will spur legislative action1 

1. ReBard 101; of all federal taxes collected within 

a state as state revenues. Each state would receive 10~ of all 

federal taxes collected within that state. The ten percent 

federal surtax charge has be~n reuuced to five percent, and this 

is scheduled to be eliminated. If necessary, this surtax charge 

could be re-instated. 

2. Within one year of the enactment of the first 

recom!nendation, all states would revise their tax structures 

and submit the revisions to the voters for their appooval. 

). That the federal government asswne the costs of 

all welfare programs. 

4. That all states assume the costs of all public 

education. 

5. That taxes can only be levied against the res-

idents of the taxing district, and/or the properties within its 

boundaries. (Applies particularly to wages taxes levied against 

non-residents) 
,_ 

6. Whenever .the powers of taxation are delegated to 

a political sub-division, the complete powers to establish 

policy are also delegated. 

1. To support local purposes, each taxing district 

establish a fixed property tax that will n9t exce~:d 2% of true 
1 / 157 A 
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property value. TI1at true value of property to be fixed at 

the purchnse price, that the value remain constant unless 

structual improvements af .. ·cctin:, area sizes are made, or unless 

other types of improvements are made within five years after 

.-"'- h construction is completed, or unless title is transfered throug 
... 

sale. That the assements standards, and/or the tax rate, can-

not be changed without the approval of the legislature, or 

unless submitted to the voters by a referendum. The voters can 

petition to have the approval of the legislature also submitted 

to the voters. 

These recommendations will provide state and local 
• 

governments with the resources to meet their fiscal responsibil-

ities, while at the same time protect the individuals' right 

to own property. 

Based on the taxes collected for 1969 in New Jersey, the 

federal government would return more than ~850 million dollars 

as "state revenues". New Jersey only expects the sal~s tax to 

yield only $500 million dollars, not even enough to meet current 

demands. 

These recommendations will cause legislators to becomf.: 

more aware of·the effect of their legislative actions. Programs 

on all levels of government will be enacted on a priority basis, 

making them more closely related to .the taxpayers ability to 

pay. The taxpayer will also be better able to understand who 

is responsible for \"lha t tax levies, and why, because the lines 

establishing representativ& taxation will be more clearly 

drawn. 
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STATEMENT OF DR. HARRY J. PINSKY FOR PUBLIC HEARING OF OCTOBER 21, 1970 

·, ~. ·~: ·1 ·, ' . - .-. i 
,t_ \. I , , l . I . ~ .1. \. •. ; _ ~ 

1J'he h'i.::ito:..'y of the pJ:·opc:::·ty t;c,,;,: in !~cw j·c·r-;_·e:y 1:::-;:; bu..:!l lo:.~~ 2.t:,i. 
in~~lo!':i.o~u:; . It r. i neq u.t t:i E<; nncl it:,~ r. c 1'1'~-clr;.: {'('! t:l.n:::; i 1:-> L1.n e h ,.~ n.: 
b2cn r·eecgr.~_z.-::d .<:'nd clcsc-:.'j_bcd by the S1.-'.lE'cmc co1_~;·t o:f' i:h:,; ~; ~.: __ 1·: . .::: 
(S~;itz Vi;;;. i·1:i.dc:1eton rrm·iJ'J0hj_))' by the rcpc::·ts cf' tlj~: Co;.c:::;~:.:;c::, 
on St;~>.tc: IJ..'El.X PoLLey (see u;pccj_c:tlly th·:c 12L.i:), "1.JJ·.1 mn;<: CC"L·,;~:1.n~~y 
by the cj_ tizcn::), &.11 c,f I·!Lom cU°C hurt by locr- 1 p•.·olJ::';:•\ . .Y tc;·::c::..;. 

AJ though o•1e gl<•.i~inc fault of the Jocc•.l p:.··c,:·)c.•j_'!:y tEe~:: :::'~r~tC·I! 
haG bcx:n l:t:~rilOVed by legJ.;,;lativc: act:i_on} the j_nc.•iYU_~_ty .:::-:.· t;J;-, :.,"':-:::Lr: 
f;t:c·ucttu~c to respuncl to the needs of the flC<Jp:' .. c rc·n·_ti_;J;'. \.'Jtl; ·~·J;c 

cnnc:tucnc of Chapter· 51 of the Nev: J·erss·y ~-':Di:u.\;~:~:, it 1:3 no luLLC.::1: 
pos:c-.ible to cl:Lscr·Jrn:lnE!.te CJ.IT10l1Z, taxpayers 1::iL·hLi 1.-::c 8<:'.i :: 'i.:-~ ir:;:·: 
distr>ict, Dj_ffcrent perccntcc~;os of tPuc vuluc , .. ;::tiLl:! 1-h.:::- ~><.:J;:~.:: 
distY·J.ct clJ:'(; no longel~ possible. Ho;·iCV(,:C', (1j __ ffo·c2i'I;C r.c• :::\·ni:c.:gc::c; 
c.r·r;; usec1 by different di.s'cr:i.ci.:s, e.nr1 the l'E;.~,L~~-L'; <~Pc .-Jn:~c <.1:3 
destructive and invidious as before. 

F:trsL, ttte tn . .x is tlnf·a.ii- bt~ca.11~~e :i.t is r•e::,~::·~--~·.\~~~:1.'!£}. I~ l~c)rn.:·:,. .. 
mme!' in a laroct:: c:l.ty is p~·obab1y pny_; n~; ta:·: o<·l p:r-.:;,,::1 ~;:· l.;;tJ.ch j_r:·. 
J.o::dn~~ value, ra·t.,lJc;:r' them ca:inin~ Jt. fJ.'i1o t·;o:<'l.:::c~.·:,_c.' 11l'•-Y D.l::·o bco:.-~­

and pJ:•oba1J1y J.s-·,2. lo· .. : incor-:o ·.·JorkeJ:'. h c.:.:c:~:t~·J.' re:r·..:::..~ni~·e;<::: of h.:;:: 
it!C<>n~{:: ther'c f o:ce t~c·c~ n to t l1c p:t1 upe:~t ~r t F~ ~c t.JJ o.r1 1~ :;. s !3llt~ 'J·c L~ .:~.Lt r_l:; :~~ ~~il'" 
bor·. Because of the pl'Oblcnl~3 of. the JaPLe cJ.t.:i.c:~ L'l t;J::i"s '_;tc,t;c 
0.0 \·:ell tlS iri ot1JE1 l 1 statc!S, th2 clt.:;,r }·!CJ1L:.::o:;~·Ir1·::~;_·; L>--~l l.1-~-; :r·c-.:;cJ~v-J·n;£ 

fe;·wr scr·.;ic:es c.nd rn~ty be sencl:i.ns hJ.s e;hi1~h·:. n tc poo,·'l::::· ~'"chc·o}t' 
the.n his s t'1:>tn'b <:H! c utm t c::,:'p<:i.rt • '.I' he c j_ t y hci"l:: ()'-:! 1,·.:-:-- 1 1 :;_I p~·-,_; 1• ~-'.'L J.y 
find :l.t cconoE11caJ..1y imr)o~)s}blc to move t·ecc::u;;:; 1,c c: . .tr·ic<. cc!l;'';<'UJ·1 
a high enough price for his horlie. He rr1r:::_; bs t:t';-'Pi"Cd :i..n t;bc ci;_.y f'nr' 
other reasons AS well. The urban tcn~nco js aJ~u 2ffecLcd, bec&~se 
the t..;tx is r·eflccted in an already too -hj s:h rent. 

Secondly> the tax iB not respon2::.v·.? to the r:·"c·d cf t!Jc vccpls, 
These needs include decent cit:Lcs 2nd a c1e::ccnt cn\;.:l.:t'ol!:',:-T;o~:, Clcr,~,:~J~r 

tbc c:Ltie3 arc· 1n need of inl!cme but they c2.nnoc ['_'\::t:c::::·_' ~ h:~_~(i J l> 
cc:r.i(': f2.m:i.l:i.es p,o loiJg ss such hJ.gh pPopcrt;y tax-:r; ccp;;:.nuc tc1 be 
imposed. Uilli!ce the neigl:borinc; ej_tJ es of Ph:U.:~cL·lph:: , D :~c-:. lJc·,.i 
Yor•J.( ... - c nc 11 ·~~1 i th its o~.,rr1 moltl~l t a1110t1s pr'(J l.-1 c·L~,r:J to tJ e s ~-;-~. · ~-~-; t ....... ·:: ~·~ 0 lr.~~.;~\...~ 

Nc\'i Jl:::rscy cities have little to offer Lr th<::: wdy of c1::1tu::;J 2fc'-~ 
ente:r·tainment. There j_s thus evcm lo.:-;:.; ench.•c:ciPlc~n1.: fo-;,- 1dQ:l.! :;n(_:,l:,~-; 

famil:i.eu to move into the cities, v;t:lcil, fo;' la~k of' tr,';r~:.:·~~-cd 
receipts, will continue to rot. 

F'inally, the 't:EJ.X iS CXtrerrl8ly unpC•pU1hr, rJ.lllP Ci 'C..!.~:~;:':DS Of' tht1.; 
state are m~Jr·~ and more <:nmr-s· of lts Ljc:f'fc·c·civoi.lCC~ss c:.nC. it,::.; ir;·~ 
equities. ?hosE! on fixed i.ncc:r;:cs, rct5.-"'t.'d. pcor;.L~, the asc:u, the 
poor~, E: J:---~? e;; !) ~(·. i Et~~ lj7 l!1lJ:.,t , l~s Jtl S t.i c.c I~? j e~~ r: 8. ::_ ~1 j. r: ~:>.-ri ·;:~ z v·. 
f·l:i.ddletm?n To;;nsh1p thirteen years o.go, "':!.,he r::.·uL1(':<: Js no',~ o~h: of 
deep public c:on·~:rn. • " Nu\'i~ a:::; tlir:'D, tl;t> LE-;._:~.;J.-:;:>l.r.~c: mu:;t 
take cognizance of the essential fault ~nd the public need, ond 
seel{ for the remedy. 
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'l11:c :ecr(t(}(~, !- 'tl\ ... r-·:-·cv0J.'·, H!Ll;-.;t l:Jc f<.~:r:~ r·-~:<icl;·i ,~:~ AJ1c·<..,i·1-<·) 9.:-.L~r.:.:l~---l:~~. 

s:lrq-'1Y t0 1'0\'.i._;,: tLc~ I.JCOjl· ... rl:y tax stcd.;l;J.c::; 11.i:U rw:i.i;i'\.:.·:·: :::~:·.i_;_i;;fy 
th(• puL1lJc nm' h2lp t!w ,o.;·v-,;:e and :i'::::; JocnJ f~ovo.·nu::rr~:r, 

'I'hcr·e :1.:3 rr1u.ch tLot c.;oulcl be done. Locnl. g:ovcrnu•:):1h:~J un.:itt; 
couJ.d lJe l'Coi.··r:;;:.nlzocl into ItlO:eL~ appl'up:c:·J.:::·~c st.}··nc·i...u~'(:f;. Pc:r go•.rc n· 
mcn'c<::l or· quos:i.- gcwc..-:";n.:c·n.l:::-~1 units cou.·i( be c"~·catc·'i to pc;;·fol'l:l 
specj i':i.c:cl i'unnt:i.on:;: sE:vn:\t·:e, tPans{YJ).' lut::i on~ polJu~.:i.o;·1 co.;t:-·c,J, 
and f:c1nc.at:i.Oi1 c.ro ~:c.:i!..:: cx2.li!p1cs. Suc:n ru1i t::: v:ouJcl. rccoc·x!·i.~.'.c arid 
l>e Lu)<.:d upon the undcnLJJdc inter·c~·:::pcmdcnc(.· of' cnn· ej_i..:J.c;:; an.:l 
subu1·b~:, Ser·viccf> ruay thu· be enhanced at D. lo~·7 e:r· co:_, l: and fen- r1~r<.ec' 

peopL~. Such 11 i:l8'C('0~3 11 eel'(" alr·e:::cdy :i.n CY:tstcnc:e:: :i.n \!i.:J•.i.cu;__; or OlJJ.'· 
r,tatr:;:; and :ln Con;:~c1_E:l.. 'l'llc} ckf.;erve thoj··ough ~c--hl(ly. 

On a sho:cte"I.· ter1D b.:;.sis> however•, fJOffif:' c:.JJcv:i.ctVLotJ of t..hc 
ills bescttin:_,; us can be ac:hic:vcd by cn::l(!t:i n[: t<1x r·c·l:i'cf J,:c::.:.ct:::.-·r:;f:. 
It is obviou;:.;, of cour·se ~ that the money to filJi.'nee the sc::r·viC(' ::..: 
so despe:rc.tely needed m1.1~;t; come froii't SOlil·?\lllc:;_·c. If there: :i.s l)l'u· 

pex·ty t::Jx r·oJief, the dJf'f0rc·nce in rev~mue n1Uf:\t be IilD.'-.·.C W> to th~~ 
local cove::·mt1ents. rp!1e que~>U.on is hm-:. 

Allev:i.et:i.on of the pr'C>llCl"-Gy tax bur<1c!! QtK~ tlle: :i.n::qu:i.\;:!J·~; CJJ· 

r;endc:t:·Nl from :l.t entails a red:l.~;tr:i.bution of the bu:c .... 1.on c}se:~·lJc:~·e:, 
RccU. ~_; t:C':i. but :ion t1wouc)1 1 OC<"!.l non proi_)erty t ru: e :.; is u:t1cl::-: ~·- 5. P(J; lc ~-;·· _.rJ 
prol~<~bly r':l ghly dc!t:e:i.men·t:al foJ• the reasons ~-;ct fo1·tb in the: 
'1\-re]fth Hcpo:et of tho Con!'n:i.ss:i.on on Stnte 'J:';::,-,- l'o}iC',V. 'J'hc r~::-· 
dh;tr5.but:!on mu::;t, then~ be on a state 1:1idc bu~_:is C'.i1d :U: ii!Ur~·i.; f::d:.'J.Y 
reflect abLU.ty to pc:1y, 'J.'ho income: te.x, :i.f jt js fJ.l'O~.:,J•cs~;:i\'~:, Jt, 
the wor5t. Li_lcely clio:i.ee. HcMeVGr thi~3 :i.s aclLi.c:vi:!d~ hOi'!CVC~j·~ r_;c,r,lc· 
of' the t;trJ'::.e--c.;ollE::ctcd b.:vcnues rrmst then be fed bJ.cl: :i.nto t:lv:· 
loc:c'.J guver·nmcntc-cl uni.t~5. 'l1he most commc;il lncnJOd:.; of doj_nc; thi.~_; 

are t~1.x r.lJnring; t.::1x cl'edits > and tax su.ppJ.cii1:.:nts. 

'J.1hc tcJX S'Jpplerncnt 5.s a loc;:l.ca1 ad;ntrd strrLt.-Lvc: c1::v:i cf~ \·:hc:rc Fi 
p<:n·t1c:ul8.r· tax bn~;e J.g used foP both st&te a11d local lH .. :,'pu:3C:]. ·j'hc 
Jocr-1 rate is added to the· state rnte, botl1 a~'i~ coJ.lectc:d by ti1c. 
state <~c1rtlin:1.~3tratj_on, and the allocate she:•:r•c o:" tl-:::> collection;:' (c·n 
the b;:u;is of gcot;n:~ph.i.c oP:ig5n) j_s crcclitec1 ·v1 the ncccY•lt o:f' the 
locaJ. t.::•.xing jur5.:~cHct:Lon, 1':18 clc.f.sj_c c·xw:i:llc 5.s t!:r..: ki.l.nnc·r :!11 
\;~1:l.ch sc-r::c state;.; st:ill ~:dw.:r-....: -the property tax \•J.i.Lh thc:i;• Joe::..:! 
po J.·i. t :i c<·.1 s ubc1:i. vir, J on2. • 'Jihi s de~ vi Go hr•.S s cvc•r2J. <>.Ci\r;:mt "'-C:;c s : ( J. ) 
iclcn.t:i.cc.l r:;t2.tc o.ncl locnl tax c1efj_n:i.t.ion:.>; (2) sJn[<;:L~:: C';t~·>~•-~n:l.::.tl· .. ·~·.:oll~, 
(3) l'(:::Lcnt:ion of locs.J l'C~[:;ponsibLI.ity fer j.r-,lJ031r•tJ; the t:nc f•.ncl 
fl• ·;,;- •l 'r1 ')' ']' t· ·--.: 1''• •;) ~. ,., • ( ll ) ab i ll' ·'L·.y 0 f t lli"' ('] c;. r· t O"'r' j· p 1' ''J (' ~. c 11 J"' ll'~-l· ,-~ ' 1 ·i ,... 'L· ·i ,., '··. _.,·~ ... 0 ,_ ~~. l- l•t..:;) I ·--· . ,_, '~\,;,...._, I • ( •• ~ _, ~.l .G.I,..' -··~ ···"- '-'--l.\.• 'r,..,.J_, 

to b2Jan':':c the case fo:c the: tax agaj_nst the n0;:.:d fo:::' the ?.cldltJo:;::,:t 
1ocn1 S<."'r·v·i_ee:r.,~, II:.n·icvcr ~ j_t does not soei:! to lie r·cspc,·islvo to the~ 
part:;.c:ul.::~r· pro~:-1eill nt hand. 

rl' c.~}.: Db ~tr· i 1 :.G is t !1c 1nu ~-; t f£l!ni.l j. e_r t 11 t \~ :c CO\"-e:"Crii~-~ C:! ,~_:G. l (1 c·'v· J c e l1; 
stat::::--JocoJ. t::~: rclE::t:ions. Thr-; tax j_s i;npos.:.:d py the ~taiJc [:n.! lts 
yeiJd Ch<'n.';:.~d \•t::.th JCC9.J. [;OVCL'DTYI~·J..i.tl;, 'r~·t,)j CE11y the i.;CLX is 5L,_to 

159 A 



-3-· 

adml11:i.ste~.~eL1. On oce<1 ~Soas, bm:ev0i', j.-i.: is loc81J "';l r;,c.1;lLi n i. "t. :.;:.';: .... ~ 
\·lith a porti<.m or collcct:!.ods retalncd by the tdJ;Lin:l ~:to:d.nc ju:ro:i.f3·· 
dlction. This to0 e lj.JnirE1 tcs du:1l tax admin:i.::.. t:x'u. t:ion. Loc,~l 
govcri1mcmts have the bcllcf:lt of the state's enfor·cc;t;wn'~ fcrc:lJ.:i.t~.c::~. 
Local indepcndr~:1cc \'!l'L':l1 l'espcct to expctlcHtm·~s is mr.d.nta:1.nc:cl> · 
l'Ihile seope fox' inteJ'ei::-.trlwuni ty tax ra.t.e compe·l~J:i~:i. on i[; el 5m1 n~'.tod. 
The basis for distribution~ ho~ever, may be difficult, especially 
\'!here the ceogro.f.-hic or·ie;:i.n or the tax is uncer-tain of' ic1ent:i.f:lcut:].oD, 

Perhaps the most promising of these devices is the tax credit, 
l'Jhlch, as the Commission's 'rwelfth Report indJcates, h!,.s been ' 
successfully employed in Wisconsin. It is directly flpplic&Lle to 
local property tax systems. The tah c:t"edi t af:. er.Jployed :Ln H:lf:JC:Ol.w:!.u 
would seem to have a very high degree of political acceptabil~ty, 
because it affords direct relief to thA property owner, as 0}1poscd 
to the eligible municipality. The source of the credity is the 
state sales and use taxes. The amount of the credity is reflected 
on the tel X b:i.ll of each indlvidual proper•ty ouner) so that br:: ia 
quite aware that the amount of sales, use (or income) tax he has 
paid does inure directly to his benefit. This would prob~bly 
render more acceptable the increased or new state taxes nccessa~y 
to afford local property tax relief. 

As described in the Twelfth Report: 

"The basis pl'inciple of the systetil :l.s that the 
state \•till recor.;nize a standard tc-.x r·ate on full value 
ta~able, and lt will share the local burden above the 
standard rate. The state will also appropriate a 
limited dollar an1ount \·Thich it \'illl use for stwh shrn~j n.:;. 
The Wisconsin law provides for a formula f'or distributi0:1 
to municipa.li ties for the moneys in this Bhm•inc; pooJ. so 
that the hj.c;her the relative local tax rate, the g~.·c-~at:cr 
will be the share received by the municipality. The 
prot;ra.m malws no dist:i.nction bet~·1ecn a h:i.gh tc.:.:.;: burden 
resulting from being a low valuation area and a high 
tax bur·den b~;cnuLo of 'h1gh-cost governmental pPOSi:··<1m;:;." 

It is urged that se):'iou~. consJderat:i.on be 5lven to cnactl!'Qr,t; 
of a similar system 11ow. The problems caused by loc~~ prop~r~y 
taxnt:ton a:r·c too acute: to a~:aj.t fur-ther dela.y. 'l'h(_: S~lcterq .:-~::; 
admin:i.stered in this state has ahmy~ been in'2qu:l.tabJ.e ::'J!d in­
effective. Citizen irnpctG:Lunce is gl'mdng. At the same time, 
enactment of a progressive ta~ to supply the needed local revenues 
lost tlu·ougll pl'operty tax relief :i.n rcrH::.::::red mo·,:·e acce!YCHl)lc by 
the fact that such rel~.ef is in fact granted to tile individual 
taxpc.yer in the form of credits directly to l!:tm . 

. ' 
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.TAX INCENTIVE PROPOSAL 

The Jersey City Division of Planning under the direction of 

Alan canter urges the Property Tax Task Force of the New Jersey Tax 

Policy Committee to investigate for proposed legislation a tax in-

centive program consisting of possible abatement and exemption for 

housing improvements. Such a program currently operates in New York .. . 

City and was also recommended by the National Commission on Urban 

Problems in 1968. In addition, a similar proposal was presented 

for the State of New Jersey five years ago by Jersey City. Briefly 

described, it would involve a temporary abatement of the property 

tax with regard to all or a considerable part of the property owners• 

expenditures to rehabilitate older housing. In New York City, for 

example: the benefits provided under such ~ proaram include: (1\ ·-· 
Tax Exemption - any increase in assessed valuation resulting from 

alterations and improvements may be exempted for twelve (12) years 

to the extent of the reasonable cost of such alterations and improve-

ments; (2) Tax Abatement - Real estate taxes upon any such property 

may be abated up to the extent of eight and one-third ( 8 1/3) per-

cent of seventy-five (75) percent of the reasonable cost of the al-

terations and improvements each year for a peri"od of no less than 

nine (9) years and no more than twenty (20) years. The program would 

ideally act as an incentive for property owners to make necessary 
. 

housing improvements without the immediate repercussion of increased 

•• 
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assessment on those improvements. Before suggesting how the pro-

gram might function in New Jersey, however, it is necessary to place 

such a proposal in perspective in terms of the overall functioning 

of urban government financing in general and of the property tax 

system more specifically. 

ManY. recent governmental reports such as the Douglas Com---
mission's work on Building the American City and the Advisory Com-

mission on Intergovernmental Relation's study entitled The Role of 

the States in Strengthening the Property Tax observe that it is a 

part of the crisis of urban government finance that so much of the 

large and growing sums required for finances must now come from re-

v~nue sources that place an especially heavy burden upon poor and 

both regressive and tends to deter housing construction and mainten-

ance in many areas, is inequitably administered. Many reports, such 

as that of the Douglas Commission, note that the defects inherent in 

the property tax limit its desirability as the primary means for 

urban government financing. As is the case in Jersey City, approxi7 

mately 80% of Jersey City's revenue is derived from the property 

tax. 

Although significant steps by the federal government are 

urgently needed to help deal with the crisis of urban government 

financing, the National Commission on Urban Problems stressed that 
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most of the action must be at the state and local level. The Com­

mission noted that, "the states have a majo·r share of the respon­

sibility because of their ultimate legal control· over the property 

tax system and other local taxes because of the close relationship 

between state and local government finances." The Douglas Commis­

sion therefore submitted recommendation~-(some of which are listed 

below) which mainly contemplate state and local government action 

toward a broader and fairer base for urban financing. Although our 

proposal to you does not attempt to analyze the suggested recommend­

ations, we believe that the Tax Policy Committee itself is in an 

idea~ position to further investigate the applicability and feasi­

bility of the proposals wh·ich have been made by several governmen-

1:al groups. lviuL~UV~I-, a.ny e:u3.j u::.tm.::i-lL o:;: alteration of th~ prcp~rty 

tax necessitates the provision for alternate sources of revenue. 

Such recommendations include the following: 

Broadening the base of State taxation by significant use of 

both a personal income tax and a general sales tax, including author­

ization for local governments to impose supplementary rates on a 

piggy-back basisj 

A review by each State of its pattern of State-local relation­

ships to provide a more effective and equitable means of State aid 

to local school financing; assumption by the State government of fi­

nancial responsibility for non-Fede~al public welfare costs; and 
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provision of incentives in State grant programs to improve local 

governmental structures; 

Reexamination by State and local governments of the paten-

tiality of user charges to finance public services; 

State legislation for increased regionalization of property 

taxation for public schools in metropolitan areas, utilizing a 
.,· 

countywide or multicounty taxing area, with proceeds allotted to 

school jurisdictions·as prescribed by State laws: 

Joint Federal-State-local action to establish a system of 

interstate metropolitan taxing areas under which, by State and local 

decision, a supplemental rate could be added to the Federal income 

tax with proceeds returned to the local governments involvedk 

Before beginning to more fully analyze the Jersey City Plan-

ning Division's specific recommendation, however, it seems important 

for the New Jersey Tax Policy Committee to seriously investigate re-

commendations for alternate means o·f revenue gathering in order to 

lessen the emphasis currently placed upon the property tax as the 

primary source for revenue. Secondly, the property tax itself should 

not only be considered in an economic perspective, as a "tool" for 

revenue gathering, but should also serve as an incentive for proper-

ty owners to make the necessary horne .improvements without the fear 

of immediate increased taxation. As analyzed in his study of hous-

ing and property owners in Newark, George Sternlieb observed that 

the majority of property owners were reluctant to make necessary 

. ·' 
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home improvements because of their unwillingness to face immediate 

property tax re-assessment. His findings would emphas~e the need 

for the type of program which the Jersey City Division of Planning 

proposes below. 

The tax abatement program would involve a temporery exempt-

. 
ion of the tax with regard to all or a considerable part of the 

property owners' expenditures to rehabilitate older houing. Es-

pecially where rates are high, the property tax in the past has 

tended to deter socially desirable improvements of this kind; some 

owners, as n0ted above, avoid or postpone repairs and alterations, 

which might result in materi~l tax increases. Although we do not 

propose at the present time to delineate specific provisions for 

such le~islation, desirably, any such tax abatement and exemption 

provisions should include the following components: 

1. QUALIFYING AREAS: The program should be limited to re-

latively old housing, in order to hold the revenue cost within 

bounds and to focus upon the most critical component of the hous-

ing stock and to prevent abuses (such as successive stage enlarge-

ment or improvement of relatively new structures in order to obtain· 

the tax benefits). In New York City, for example, conditions for 

eligible housing are outlined and include housing in urban renewal, 

local neighborhood improvement or housing maintenance areas. The 

types of housing eligible are also·delineated and include residen-

166 A 



6 

tial structures of three or more families occupied by persons or 

families of low-income. 

2. IMPROVEMENTS: The specific types of alterations and 

improvements qualifying under the tax program would have to be 

clearly specified within the legislation. However. improvements 

"':hich would eliminate presently existi_ng unhealthy or dangerous 

conditions or which would replace inadequate and obsolete heating 

and sanitary facilities should all be considered, in addition to 

other improvements. In New York City, the Housing and Development 

Administration under the law must determine and certify the reason­

able cost of the alterations and improvements made. 

3. TIME PERIOD FOR THE PROGRAM: Such a program should apply 

fer 0:1ly a limite1 period (perhc.ps five or eight years) after any 

such expenditure is made, after which time the owner would pay his 

full tax assessment. 

Specific components of a tax abatement program for New 

Jersey (or for specific areas in New Jersey) will have to be stud­

ied further for their implications, since, as illustrated by the 

New York City Tax Benefit Law, several initial aspects of the pro­

gram were not fully analyzed as to future effects and proved detri­

mental to the program during its first two years in operation. It 

is for this reason that· the Jersey City Division of Planning has 

not prepared for the Property Tax Task Force specific criteria on 

eligibility, qualifications, or the administration of such a pro-

lh7 'A 



7 

gram, but we would suggest that our recommendation be put to 

further investigation. 

We would like to point out however, that the Tax Benefit 

Program in New York City within the past four years has been 

the most successful program in New York City in terms of the 

number of residential structures to be rehabilitated. Quite -· 
often, this program has been implemented in conjunction with the 

City's Municipal Loan Program. Such a Program of tax benefits 

operating in a similar manner in New Jersey would act as an in-

centive for property owners to rehabilitate their structures. At 

present, one should note that property tax policy in New Jersey 

is discouraging owners from making needed improvements that would 

add greatly to the value and life of their properties and to the 

housing stock and total living. environment, especially in highly 

concentrated urbanized areas such as Jersey City, Newark, Hoboken 

and Union City, to name only a few areas. 

The Jersey City Division of Planning therefore urges the 

Property Tax Task Force to begin further research and investiga-. 

tion on the applicability of such a tax benefit program, either 

for the entire State or for specific urban areas (as noted o.bove), 

which would especially benefit in a social sense from such a pro-

gram. Moreover, from an economic viewpoint, the increased life 

and value of the housing when the tax benefit program terminates 

can equalize the taxes lost during the abatement program if the 
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proper time period is enacted within the legislation. This has 

been one of the estimates made by the New York City Program, how­

ever, the program there is still too recent to provide final con­

clusions in an economic sense. 

The Jersey City Division of Planning would be willing to 

cooperate with a group for further investigation and research on 

the tax benefit program prior to formulation of legislation. We 

have also included with our position paper a copy of New York City•s 

Tax Benefit Program; additional sources on urban government financ­

ing and several chapters from the Douglas Commission Report dealing 

with alternatives for urban government financing. We recommend all 

of these references to the Property Tax Task Force and the Total 

Tax Policy Committee in the expectation that you shall investigate 

proposals and suggestions for dealing with the property tax and 

urban government financing and tax policy in general. 



APPENDIX I 

ADDITIONAL SOURCES ON THE PROPERTY TAX AND GOVERNMENT FINANCING 

Advisory Commission on Intergovernmental Relations, 

The Role of the States in Strengthening the Property Tax. 
Washington, D. C., 1963. 

National Commission on Urban Problems. 

Building the American City. Washington, D.C., 1968 

Netzer, Dick. Economics of the Property Tax. 
Brookings Institute, washington, D.C., 1966. 

Netzer, Dick. Impact of the Property Tax: 
Effect on Housing, Urban Land Use, Local Government Finance. 
Research Report No. 1 - Prepared for the National Commission on 
Urban Problems, washington, D.C., 1968. 

Slitor, Richard E. The Federal Income Tax in Relation to Housing. 
Research Report No. 5 - Prepared for the National Commission on 
Urban Problems, washington, D.C., 1968. 

Welch, Ronald B. 
The Property Tax: 

Tax Institute of America, 
Problems and Potentials., 1967 
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The City of New York 

Tax Benefits for Housing Improvements Programs 
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The City of Ne~-1 York 
HOUSING AND DEVELOPMENT ADr-!INISTRAT~ON 

n~oartment of Development 
100 Gold Street 

New York, N. Yft 10038 

INFORMATION BULLETIN 

TAX BENEFITS FOR HOUSING IMPROVEMENTS 

Pursuant to 

Section J 51-2.5 of the Adminis~rative Code 

.. 

,, 
\ 
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0\,'llGl.S uf .ccsi<.JentL .. l uuiltlili&S o.ccupi~d by th~ee c:..· rr.orc 
f~~~lies for oerm~nent pu.cposcs, ~nd other eligible owners ~s will 
<>;?:;>ear ~o.:low, .. r.l.ay obt.:.in t ... x benefits for the muking of cert.;;.in .::.lter­
.: ti0:1.:> o,;: irr.proven·.ents in such buildings which eliHiina te presently 
ex~st~ng unhealthy or dangerous conditions or to re?lace inadequate 
and obsolete sanitary facilities, any of which represent fire or health 
hazards. 

Painting, ordin~ry repairs, normal replacements or maintenance 
items are not deemed ,J lteration and improvements and are not eligible 
for these tax benefits. 

T~e following tax benefits are authorized by the provisions 
of Section J51-2,5 of the Administrative Code of the City of New York, 
as amended to date: 

1. 

•\ 

2. 

TDx Exempti~ - Any increase in "ssessed v ... luation ;:-esult­
ing from such alteration& and improvements fficlY be exempted 
fo~ twelve (12) years to the extent of the reasonable cost 
of ~-ch alte.cations and improvements as certified by the 
Housing and Developrr.ent Administration,. 

Tax Au;;temerjt - RE:al estate tcD~es upon cmy suc~1. property 
may be abc.d:ed up to the extent of eight and one-third (S 1/3) 
perc~nt of sev~n~y-five (75) percent of the reasonable cost 
of the .alter<:~tions and irr.prov..,r.1ents each. year for a period 
of no less them nine (9) years and no more th.sn tw~nty (20) 
years. 

Allowance of these tax benefits is subject to the following 
conditions: 

1.. The City Pl~nning Commission certifies th.at the alteration 
will not interfere with project~d public illiprovements or 
the clear.snce and rebuilding of substandard and insanitary 
circas' 

2. Tho Dcp~rtment of Buildings certifies th~t the buildin;~ is 
structurally sound and complies with applicable provision 
of law. 

3.o The Housing and Development Administrc:.ticn certifies thot 
the property has been improved or will be irc.proved in con­
formity with the applicable pl~n or program if the property 
either: 

a) Is in an area for which a findl plan has baan 
approved for urb<ln renew~l pursuant to Article 
15 of the, General Municipal Law or any prior 
statute. 

b) .Is in an area where a program of local neigh­
borhood improvement or housing maintenance is 
being carried out~ 

4. ~he alterations or improvements were completed within two 
years of the stsrting date and in any event, were completed 
prior to Decemb~r 31, 1970 · 

5. The property hQs a total assessed valuation prior to conver­
sion, alteration or improvement of less than $70 for each 
square foot of lot area. ~ 

1 7"l n 



6. 

Th~se be~af~~~ ~.so apply c0· 

.,) -::-:1e :.:.·•::lJt.: uf suci .. c1H2lling,s 1.s controlled by 
trl<? ,;trice of Re:n~.: Control. 

b) ::H~ •H.J.::~llings a:co occupie~.1 b} persons or fc:.r..i­
l.::.....; • .; of i'luw ::.llCul<.el! (u~ually six cr sev~n 
cir:.cs t:hc .;;nnL~.:1l re.·.t<.ll of the apa:rtrr.cnt) ;;s 
dt=i'i;·,<;,~ -.. <~ .A...:ticle Vlll vf t~le :1 J.:iVat:e IIuusing, 
/l.n: .. ncc: ·t,.::.W. 

2. Class A. o1.· Cl .... ss ~ n1.:lt:ip.Le GWellings no.v used in whole or 
in p ... .L L fol. 8 -..ns i...u ... .-om oc-cup ... .-,cy (wh..::the::.: cr not sue~• 
u<.J~llins;; c....;:~;;.. .sl.u_j~ ,·-c. t.o :t:'0lit. contrul.) wi..i..ci. a.c..::: cor.vc....:t ed 
to Clas3 "• ·.·.L.:lt.-.._r).L .... r_;~,~~J.:i..ing& which .:::.:.·e nor: used in wr1ole 
0~ in p~~~ £0= sln;l2 ...:oom occupancy ~~J the rents subse­
c11~~nt -co t:r.,-; c.:. •• v~:t.:f3:i.,)n <1re ~.:·nc1er control .;11d do not exceeG 
·.::i1e t'~;;!llt:.:..<.L. fi~.;cu ty tilt. Office of Rent Con:::roL 

3. r\or. -~ r~ ·-~ s ;_ C: e. J t :i_,, L "i',uL l.~ 5.I•g ::> or s t .~.·u c 'Ct.u.'~ s :1 01. p r· i v:.. t e d~velling s, 
conv...:J:.t<:;;c; tv Cl~ . .;s A r.:..li'ciplc dwe.LL.ings:• as .::.::bove (see 7'f2)t 

.. .. , • ' • , .. +- 1 .(: b 
p.cu\l...,uL:U L.~l.,i.: t:d2Y u1.:e W.~.-i:1.li .. .tl :,t, a.._'t,;d f.Jt:Sl..i:,nd ... eu .1..01:' Ul. .;.n 

::-e11 e.N~ l . lo•;.:: 1. .c: .3 ig~lb(;J.::lOO(l i· :.;:...: ovement or housing rc.a in ten­
~nce~ a~J the ccnver~~on, dlter~tion or improveffient is 
cer1.:ified as in conformity with plans for the area. 

4. CoopEra-civc apu~tffien~s~ where 'Chc C6~rying charges were 
~.r:id..;lly fi:h(.J c,r i;!i)I)•~cvcJ~ ~ncl will be 6f-prcv.:c .::.ft:..:.:r 
~ouv2~sion~ ~ltc~~:ion or imprcvc~~nt~ by ~ gcvcr~mon~~l 
a3ency ~1c..vi.ng jur isc1ict ion~ e. c;. ~ St<..< t:<:.l Corr.r:.iss ioner- of 
nous ing and Comr.-.un: .. ty DevE:loprid?l1t, the Housing .:.nd Devel­
opment Ad~inistrstion of the City of New York, or the Fed­
eral Housing Administration. 

The Housing and Development Administrution? under the lc::w rc.ust 
determine and certify the Rerisonable Cost of the &ltcration ~nd improve­
ments made 3nd for rhis purpose may·require the submission of such data 
and proofs oy the owner as it deems necessaryo 

The l2w provides th~t no owner (or his agents and employees) 
of a GW<;; l!.ir::_:;, to '.vhich tb.est':~ :::.'ix benefits 2 ~)p:i.y > shall c1 iscrirc.in.:o'' t:e 
ag~inst ,n· c;c.•.:: -co iWY .!_)e:cson l;.;ce>u~e c•£ ra~(:~ color~ creed or rcligiou, 
any o{ t.-..e u\olell.ing <iCcomoda tions i.n such property or any of the priv­
ileges Ol~ sc: .. :vj.ceo.; Ll ..:i(~·;!r' t:c:.l to vC'cupuncy r~::~.erein .. 

h11e.ce ~ ,)milcling cont:Dins stores or other space not occupied 
fer C:Hel::..ing :ni~:se.s ~ the: proportionate cos.t of the improvcr:.ent of 
alteration applicabie to such non-residential space is not eligible 
·for th~::;c t:a.c be,"'~efit:s~ 174 A 
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Co~olctcd Altcrctions end Imnrovcmcnts 

?orw~r~ th~ fol:owing for~~ and documents, where ~9plic~blc, to the 
C~~ic~ of ~2h~bilitdtion Financing, Dapdrtment of D~v~lop~E~t, 
Housing and Development Administration, 100 Gold Street, New York, 
Ne~.;r York 10038. 

"\ 
·~ I. 

a) On'forms supplied by the Housing and Development Admin­
·istration: 

i. 

ii. 

iii. 

b) Copy of 

c) Copy of 
ment of 

Six (6) copies of Application for Certi~icat~on 
for Tax :Zxemption and Tax Abatement (7o:..:f.". R-:L) 

If heat has been instelled - Two (2) copies of 
DATA SHEET - installation of Ueat (Form R-3) 

Proof of p~yment affidavit for work done (Form 
R-4 or rr-5) 

all contracts covering the work done. 

the pL:ns and applicetions approved by the Depart-
Buildings for the work done,. 

d) Copy of the Application for the Certificate of Operation 
filed with the Department of Air Pollution Control. 

e) ·Concelled check, receipted bills or other evidences of 
payment for work done" 

f) If ~pplicdtion is filed by an ~ttorney, agent or other 
representative on behalf of the owner, e letter of author­
ization signed by the owner. 

g) Certifications required under the law from the City Plann­
ing Corr.rr.ission and the Department of Buildings heretofore 
obtained by the owner. If such certificates have not 
been issued, the Housing ~nd Develop~ent Administration 
will request them from these. agencies. 

2. If any of the foregoing ~gencies find that the f~cts do not warrant 
the issuance or d ccrtific~tc bccbuse ttie pro~erty d0cs not ~~~t 
the requirements for tax benefits, the applic~tion for certific6tion 
of reasonable cost of the alteration or improyement will be denied. 

3. Upon receipt of the required certificates, documents end date, the 
Housing and Development Administration will proceed to determine 
the eligibility of the work for t~x benefits bnd issu~ its Ce~tifi­
catE of Reasonable Cost. Copies of the required certificates will 
be forwarded to the owner of the property or to his designc:.ted 
representative. 

4. In order to receive the tax benefits, the property owner is required 
to file a further application with the Real P~operty Assess~ent 
Department be::~veen Febru.:>ry lst and H"'rch 15-::h in any year at its 
0:!ice ~n t~c borouah in which the property is lccated. The Real 
1):.:o1wr::y Asses.:..1aen t l:.:;;pa rtn·. )lit provide's specie:: 1 applicu tion i orms 
for t~lis pur~osG ~o w~ich the carcifications ~entioncd above ~re to 
be: att.:~c: .. cd. TLe .\..::al ?.:.opm:::y Asses~~mcnt Dc.:p~1rtment will notify t~1e 
Ci~y Collector as to the amount o~ tho taxes to be abated. · 

5. In oraar to perm~~ expanditious p=ocessing, property owners a:.:e 
l:'8(>'es -.:c.::u to sub~ •• i t · r.oplicc-. ticns 1.:0 i:l'..e Housin6 and Develof-;.·.el1t Ad .. :in­
istrati~n a: th~ earlj.es~ ~ossible data, and, in any event, before 
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CHAPTER 3 

The Crisis of Urban Govern1nent Finance 
)Ietropolit:m areas, with about fwo-thirds of 

the X a~ ion':; population, make up an even lar~cr 
part of the American economy. )Ioreover, they 
account. ior most. oft he recent growth in popula.­
tion :md economic actiYit.y, ''ith a similar trend 
anticipated for the next two decades: careful 
projections prepared for this Commission show 
that 00 percent of the increase in American pop­
ulation between l!)GO and 1!)85 is likelv to occur 
within present metropolitan areas.1 Personal in­
come awrag.:-s about half aaain more per person 
in these areas than elsewhere, and taxable prop­
ert.y Yalnes per capita also aYerage higher m 
metrol?olitan :ll'ens.~ In the light of such facts, 
ono nught well ask: Is there really a crisis in 
urban go\'Crnment imance '? Or, perhaps, are the 
widely heard claims to that effect merclv the 
exaggerations to be expected from a democratic 
societ~· in the throes of adjustment to urban 
growth and change? · 

s~!r~1y ~l'·~ t~rm t::ri"i~ mi'l'ht. h~ l}ll.:>;::tiilTijlrl if 
it Tter~ to i~nply sn~no ::.:n1ncd~r~tc !in!l.ncln.l Ci.ta.s­
trophe, or an early approach to some absolute 
fiscal limit upon the provision of public services · 
and facilities in urban areas. But in terms of a 
more temperate definition, there is extensive 
evidence of a present and growing crisis for 
urban goYernment financing. This conclusion 
can bo reconciled with the facts cited above con­
corning tho comparative economic position :md 
growth patterns of motropolit.an areas, on at 
least tht·co groun<.ls: 

(1) :More public services are needed and 
considerably higher governmental costs are 
incurred in metropolitan areas than 
elsewhere; 

(2) Serious financing problems are faced 
by State and local governments as a whole-­
as evidenced by the rn.pid rise in their e:t­
pen~iture, indebtedness, and taxation-so 
·that the possibly stronger economic position 

1 See Patricia LNlvcy Hod~e and Philip M. Hauser, The 
Challenge of Aml'rica'.t .Metropolitan Popuwtion Outlcok--
11160 to 1985. W.1.Shin::-ton: The Natlonnl Commission on UrbllD 
Problems, Research Hcport Xo. :l, lliGS. . 

• As to pt-r$onnl Income, see 'G.S. Dt'partment ot Commerce, 
SllrVe!l of C11rrcnt Businc••,. A.u~::-ust 10()7, p, 25: 118 to tax­
. able property vnlucs, ~PP. U.S. llurC4u ot the Census, Local 
Oovcmment in .Metropolitan Area. (Volume 5, 1962 Censua 
of Government&), p, 11. · . 

of metropolitan areas must take account of 
this general sit.u:ttion; and 

(:3) lnhcr+tc<.l inst.itntions of urban gov­
ernment and its financing aro not "·ell de­
signed to tap the economic capacity of 
enti7·e metropolitan areas; instead, they den l 
with numerous subordinate parts of such 
areas, seriously limiting effective and e<]ui­
tablo capture of the large sums that are 
needed for public purposes. 

Following is a summary of illustrative evi­
dence on these and related aspects of the urban 
financing crisis. 

THE SOALE OF URBAN FINANCE REQUIRE)IEYTS 

Expenditure by local governments in metro­
politan areas is now running at an annual rate 
of about $370 per capita, or about one-tenth a.s 
much as the average income of metropolitan 
area residents.3 ~fore than 40 percent of such 
'- i-,.;ii ~~n ,.., ::::.:; r.~,r,r~;, ~ _, ·, •• '!. :. ~ ~•':n-·n-. ,, ~ r- ~ , f',-.r· ntth-

lfc schoOls b~1t incluaing some amounts for local 
colleges and junior colleges. Socin.l welfare 
takes about 17 percent of the total. Roughly 10 
percent supports each of three caterrories­
water and sanitation, higlnvays and oth(?r trans­
portation, and police and fire protection. All 
other urban expenditures make up the remain­
inoo minor fraction ... 

Urbanization result.s in a ]nrgo Pxpnnsion of 
locnl.govcrnmeut. costs. In l!JG~, per capita ox­
pcn<hture of local governments was one-third 
higher in metropolitan areas than elsc\\·here. 
This .is part.ly because ~etropolitan pay rates 
are higher: m 1062, earnmgs of full-time local 
gover~ent employees averaged 28 percent 
more m S::\ISA's than elsewhere. Also with 
population growth taking place mainly i~ met­
ropolitan areas, they have a particular need for 
additional public facilities and thus for more 
capital outlay. But the main reason for hi(l'her 
urb~n spending is the wider range and mor: in­
tensive nature of public services in areas of con­
centrated population. This appears in the 
relative volume of local government employment 
and expenditure for all major functions except 

• For supporting dnta, eee ch. 8, p. 408. 
1 For euppo.rtlng data, lee ell. 8, p. 40t. 
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two-=-edncation, and streets nnd highways. For 
education, per capita spending runs about the 
same for metropolitan and other areas; for 
highway purposes, the average is lower in met­
ropolitan area. Howe\'er, data. for HlG2 sho\V 
local public expenditure per capita aver­
aging6-

0\'er 200-percent hig-her in metropolitan 
areas than elsewhere for public housing and 
urbtm renewal, nonhig!t wav transportation, 
refuse collection, and park~ and recreation; 

From 100- to 200-percent higher for 
three costly functions-police protection, 
fire protectwn, and sewerage i and 

From 35- to 90-percent higher for such 
other functions as public welfare, libraries, 
water supply, health and hospitals, and in­
terest on debt. 

The net result of all these differences is that 
total local government spending averages about 
one-third Inore, per person, 'in metropolitan 
areas than elsewhere. Some of the extra load 
may apply through charges, or initially through 
borrowmg for capital outlays, but the major 

. portion depends upon taxation, and it is thus not 
·surprising to find that per capita l<!cal taxes 
average far higher in metropolitan areas than 
elsewhere-in HJG2, $130 as against $82 per 
capitn.6 

'l.'~1i::. co•u'""·i1"'<•" ;.., !"'~ ulier-:::1 us evidence 
of inequity: It is reasonable to expect higher 
taxation in areas that require and receive more 
public services than are necessary in less closely 
populated territory. This helps to explain some 
of the rapid growth that has been taking place 
in domestic ptrblic expenditure. It also in'clicates 
that further urbanization will continue this ex­
penditure trend. And it points up the resulting 
present and prospective strain upon public 
financing arrangements which were l:trgely 
devBlopt~<l for a f:u- less nrb:m society. 

J•"INANGIN<I 'J'ItJo:NI>H AND l'HOSI'Jo:O'l'S 

Local public spcutlin~, tax1ttion, and indebt­
edness havo been risin~ rapidly ever since ·world 
War II-far outpacin~ the growth of tho econ­
omy as n whole. Consistent 1ig-nres specifically 
for urban government areas arc available only 
for the 38 largest metropolitan areas, covering 
tho interval from 1 !JG2 to 1!>GG.7 During that 
recent 4-ye:u· period, such areas experienced a 
population rise of only 7.~ perecnt but nn in­
crease of one-third in total lora! government 
general expenditures and similar increases in 
local government revenue and inclehtedness. As 
n. result, per capitn. amounts of local govern-

IJ•'or Attpportln,(! dntn, ROC cit, 8, pp, 40!)-410, tnbleR 2 lint! 3. 
• U.S. Hureau ot' the C~·!~~n!-i, Locttl tlut·crnmcnt in Jlctro­

poUtufl An:a• (Vol. 1\, l~·;:! Cl'llHUH or C:o\·erument•), p. 184. 
'~f•(" lJ.~. l~tJrPnU ur the Cen:;U~, l4ocnl Out'crnmcnt Finance• 

In Hdccted !.Ietropolitan .Areaa in 196:;-611. 
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ment finn.ncc in these major S:\ISA's rose con­
siderably: revenue. and expenditure uy about 
one-fourth, and outstanding debt uy auout one­
sixth. 

In the absence of earlier comparative urban 
finance data. and related economic me~~ures, it 
is necessary to refer to comprchensin~ n:"..tion­
wide figures. However, since metropolitan areas 
account for about three-fourtlls of the t0tnls, 
and other smaller urban areas for mw/1 of tho 
rcat, the indicated trends arc still hi;;:1ly rele­
vant to the status of urban financin::;. 

During the two decades from 1!rlG to 1%(), 
· when the gross national proclnct rose about :?50 

percent, there was a sixfold growth in local 
government revenue, expenditure and debt. 
·with a corresponding trend fo1· States, there 
was a similar multiplication of State-1ocal flr;:m­
cial totals. :\Ieantime, Federal G<wemment 
debt rose very little, and Feclcr:~l rcnnne and 
expenditure at a lesser rate than gross nation,tl 
product.8 

But since the 1946-66 interval included the 
immediate post-'\Vorlcl ·war II yc~ro:, when ad­
justments toward a more nearly normal €COil;. 

omy were taking place, it is better to deal ,,.;th 
a more recent period; i.e., tho 9 years fro:n l:.':J T 
(when bcnchmrrrk data were obtained from tb 
('l,:ln~,~q of go\'~~!'!!!!1e!1t£~ tc 10GG .. 7}:2., ;~1~;.-:~ :.~\[:r 
for which dat:-. hnxc been p1iLli::-lwd. Between 
1957 and 19GG, there was a rise of abont two­
thirds in gro~s national product (up f>i.D ncr­
cent) and person:1l income ( np GG.~ pcrce~t.), 
but n. doubling in total revenue, expencEture~ 
and indebtedness of local gO\·ernments, and :1 

correspondin::; rise in State fin~nces. The 
changes for Federal Go.-ernment finances were 
far less-revenue np G2 percent, expenditure 
up 75 percent (or, excluding grants to State :wd 
local governments, G7 pcrcl•nt), nncl total r1cht. 
18 poreent. Tlw strong : p\\'anl trPtHl in lo(':tl 
nnd State-loeal linnneial ~:(·:tl(l "·a~ lti~hh• eon­
sistent. dm·ing this period, :uul eonsidl·rahiy out­
paced the gl'Owth in the Kation's total pt·ocluct 
and income, year after ycar.0 

'\Vith State-local tax rcYcnHc ri~ing :-tbont S 
percent n.nnnnJly (as compared with ·~.5 percent 
:for Federal tax collections), the result. ha;: been 
n. material shift in the composition of the total 
tn.x take, aml its relationship to JWrson:tl inrome. 
Federal taxes in Iiscal1!)(iG ef!nalcll 17.S percent 
of n.ll personal income, as ng:tinst. HU> pcrCL'IIt 
9 years earlier, while State and loc:tl taxes 
moved up during this interval from 8.~ to 0.7 
percent of personal income. Or, to express the 

• shift in another way, the State-local propor:ion 
of total taxes increased from 20.2 percent ia 

• Por supportln~ dntn, 81'C ch. ~. r. 410, tnblt> -!. 
• b'or supportin;; datu, ij"" ch. S, p. 411, taule :;, 
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1957 (having risen from 21.8 percent of the 
total in 1!)4G) to 35.1 percent in iiscal 1D6G. 

This State-local tax record is striking evi­
dence of tM strong pre::;sures that han~ applied 
to these governments for the extension and im­
provement of pnLlic sen·ices, especially when 
•>ne takes account of the natmc of the taxes in­
volved. The State-local revenue shtem is rela­
tively sluggish in its respouse • to economic 
~owth. Various studies :.:trongly indicate nn 
mcome elasticity for State-local taxPs averag-ing 
around unity; i.e., with a. ri5e of 1 pen:ent in 
gross nati~nal product 01: pe~sona~ income likely 
to result m an automatic nsc of about. 1 per­
cent in total State-local tax rewnne .• \ssnming­
such a relationship it would nppear that, of ail 
State-local tax re\·enne in l!JGti. more than one­
sixth was supplied .by tax-increasing action by 
these go\·ernments m the prerions !J years, and. 
more than four-tenths resulted from snch action 
in the 20-year period 1!)4G-66. Stnted in another 
way: The average effective rate of State-local 
taxation, in relation to personal income, was 
enlarged through tax-increasing eJforts by 
nearly one-half between 194t3 and 1D5i and by 
another 18 percent between 1957 and 1966. Simi­
larly, a recent study by staff of the Advisory 
ComiJ.lission on Intergo\·ernmental Helations es­
timates that about one-half of the increase in 
State-local tax revenue between 1050 and 1U66 
... esulted automatically from economic growth 
with the rest coming from new or broader tax~s 
--~ ... --... ~-. --···~- ... ,(\ v ... L-U~ .1. &.l-l..\.:1 J t n ... l t:;rl.~'t"',. ... . 

This is in sharp contrast with the Federal tax 
picture. Particularlv because of the X ational 
Government's heavy" reliance upon income taxa­
tion, Federal revenues are less sluggish in their 
response to economic change, so that a !-percent 
rise in national product or income automaticall v 
results in a proportionately larger increase in 
tax revenue. Tlms, with the economic c-rowth 
that was occurring between 1957 and Hlt.i6, the 
Federal tax proportion of income would have 
risen materially (instead of dropping off from 
19.9 to 17.8 percent) if it had not been for vari­
ous rate reductions made during this intervaL 
(Federal tax cuts had also occurred between 
1946 and Hl57,.to provide the slight drop in 
the Federal tax-to-income relationship that oc­
curred during that interval.) 

As noted above, these di.tferent developments 
with regard to Federal and State-local tax rates 
have considerably increased the State-local 
share of all tax revenue. They have also involved 
a shift toward more reliance upon regressive 
types of taxes; i.e., those which involve a larger 
burden in relation to income for the poor than 

u Advisory Commi~slon on IntergoTernmentnl Relations, 
B1 tote and Local Tazea: Political ana J:conomic Contribution• 
o Rrvnaue GrotDth. (Report in process ot publication.) 

178 A 

• 

for the prosperous. Collections from the t\vo 
ma'jvr regressive components-the property tax 
and sales taxes (both general and selective, and 
including customs)-made ·up 36.3 percent of 
the Federal-State-local total in 1DG6, as com­
pared with 33.!) percent in 1957; individual in­
come taxes, the one big progressive part of the 
tax system, chan!!"cd from 37.!) to 37.4 percent 
of the total; the proportion from corporate in­
come taxes dropped from 22.5 to 20 percent; and 
all other taxes mo,·ed from 5.7 to 6.3 perc<'llt of 
the total between 1957 ancl196G. The record for 
the property ta:s: alone is especially notable-its 
yield maile up 15.3 pucent of the all-gonrn­
ment tax total in 1966, as against 13 percent in 
1957 and less than 11 percent 10 years earlier, 
in 1!)46.11 

It is impossible to predict with any precision 
the future course of State-local finances. or to 
~ay h~w long it may be until the rate of iiicrease 
m this sector might taper back neare.>r to the 
pace of general economic change. The actual rate 
of further rise, of course, will depend consid­
erably upon the performance of the economv as 
a whole, including price level developments. It 
is possible, howe\·er, to make several observa­
tions about the prospects : 

{1) The strong recent upward trend in 
local and State government finances shows 
no si~ of slackeni:u~·. Rathe.>r, if anything, 
there IS some eVIdence of acceleration: 
St~ft=a-lf\(·~tl t~~"· rev'?~!l!C ":~~~ ..:p S.C: ::::-::::::.: 
in .calendar 19\J7 from the previous year. 
as compared with an average of 7.8 percent 
for the previous 9-year period, and State­
local construction expenditure increased 10 
p~rcen~ in calend~r 1967, including a whop­
pm~ lo-percent rise at the local government 
leve1.12 

{2) Various underlying basic elements 
that have contributed to the recent upward 
trend can be expected to continue, thou(Y'h 
perhaps with some changes in pace or co~­
position. These include population growth, 
increased urbanization, rising price levels 

· and generally higher income levels, provid­
ing added leeway for a net expansion of the 
public share of total consumption. 

(3) Public expectations continue srrong 
for better governmental services and facili­
ti~, particularly in major urban areas. De­
spite concern and controversv about meth­
ods for footing the bill, the1·e seems even 
more widespread recognition of unsolved 
problems and needs; for example, with re-

u For supporting data, se.e cb. 8, p. 411. table 6. 
uSee U.S. Bureau of tbe Census, Quarterly Summarv of 

State and Local TG:~ Revenue, October·Dcccmbcr 1067 lllld 
Conatruction Ezpenditure 0/ Btate ana Local Golltrnn:entl 
Octoller-Dect:mbcr J967. • 

• 

.. 
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gard to education, crime control, traffic, and 
transportation. 

( 4) Stron~ pre::sure can be expected for 
local gonrnments' pay rates to continue ~p 
more rapicll.' than other ""n!:!e and pnce 
le>cls, ill order to maintain and improve the 
competitiYe position of the~e employers in 
attractinz a larzer "ork force. (This has 
been one'maior element in the rise of local 
expenditure,· of "hich a sizable part goes 
into payrolls.) . 

At least :for the next few wars. then, lt seems 
most likelv that gro"·th in fhe fuiancial scale of 
State ami 1ocal gow·rnment-ancl particuln.rly 
of urban local go,·ernment-"ill continue to 
outrun by a considerable margin the pace of 
general economic de,·elopment. In turp, . th~s 
means that an even larger part of the Nat10n·s 
product and income must someho" be dm·oted 
to these public needs. 

Should the clifl'erential trends of the past 
decade continue for onlY another 5 Years. a fur­
ther rise of about one-sixth in the 1:elati~e scale 
State-local expenditure can be expected-that 
is, uy from abo11t 18 to 21 percent of total per­
sona income--with local go>ernments account­
ing for about two-thirds of such spending. 
ThP.r.e ~een1s little ~;:;-l;,,-;r. :,-, ~Yp~~: ~uy lt:6~~r 
gro"th tha.n tlus, W1less the ~ ational Govern­
ment U!.kes over somr. major p~::::nt State-local 
responsibilities (e.g., replacing _the p_resent in­
tergovernmental svstem of pubhc assistance by 
a direct Federal program for income mainte­
nance). Similarly, a continuance of recent ~e­
velopments will demand further tax broadenmg­
and rate-increasing efforts by State and local 
governments, to brinz their tax yields up to 
around 11 percent of total personal income in 
1973, as compared "·ith the !1.7-percent level of 
1966 and the 8.2-percent level of Hl57. 

This, then, is one important aspect of the 
urban financing crisis-the obdous strong tend­
ency :for domestic governmental requirements 
to outpace economic ~ro"th: a problem most 
eYident in major urban areas but also bearing 
heaYily upon State gonrnments and the State­
local financing system as a whole. 

SOURCES OF URBAX GO\JoRX)!EXT FIX ANCING 

Locally raised taxes provide about one-half 
of all the funds to fm:1nce urban public !':ervices, 
with the balance supplied by Federal and State 
intergovernmental revenue and local nontax 
sources, mainly sen·ice charges and benefit as­
sessments. )Iost of the interzo,·ernmental sums 
are from States (especially for schools and for 
public wPlfare whrr.~ lr'c·all.v administered). Al-· 
though direct Fcdcr;<i-local grants have been 
increasing rapiLlly, s~1c h aids account for only 
a. yery small part of the total recent increase in 

358 -uri:an governmrnt revenue. For ex::unple, the 
38largest S:\ISA\ had S7.8 billion more revenue 
in 1flGG than in 10G2, but onlv $:3-±G million of 
this difference was increased direct Federal 
aid. 13 

Of all tax revenue of urban governments, 
about five-sixths comes from propel.-ty taxation. 
In most metropolitan areas the proportion is 
consicl~rably higher, since there is only scattered 
local use of other highly productin taxes. On 
the other hand, there are some areas where 
local general sales taxes (generally State-col­
lected and returned) or payroll or earnings 
taxes supply a. sizable fraction of all local tax 
revenue. 

Heavy reliance upon property taxation is 
widely seen as an important element in the urban 
financing crisis. Sometimes the property tax is 
blamed for conditions or problems that are not 
inherent in this particular rennue de;-i.ce it­
self but inst2acl arise :from the <•oYernmental 
fragmentation of metropolitan ar;as. In other 
'\\ords, such a governmental pattern-rather 
than the property tax as such-deserves most of 
the blame for the intrametropolitan ':fiscal dis­
paritiPs·~ ~~l1ich. ar;-. rlt"'i~~· ~~i~ .. ~~l b~l,=., ·n. Tln~re ~!!"C1 
howeYer, some defects which seem to be inherent 
in the property tax and wh·it?h !i!Ilit its de­
sinbi:!lry as a p;·imary means for urban govern­
ment financing. As it is now so widely used, the 
property tax-

Imposes a disproportionately heavy bur-· 
den upon housing, an essential and socially 
desirable form of private consumption; 

Tends to deter the adequate provision and 
sound maintenance of urban housing; 

Operates regressively, so as to invoh·e a 
larger burden in relation to income for poor 
families thfln for those better off; and 

As presently administered, commonly in­
\olves serious departures from the legal in­
tention of the b w, that all taxable property 
in any particular locality should be bur$ 
dened w1iformh· in relation to its value. 

The heavy load wluch property taxation so 
· widely places upon housing is a result of ( 1) 

the large sums needed for es::ential public serv­
ices in urban areas, where this type of tax is 
generally the predominant financing source, as 
already noted, and (:2) the fact that residential 
property makes up about half of the total tax 
base in such areas.H As a result, it has been ____ ., 

"S"" lT.S. Rnrt>.~U of tloe Census. Local Got·ernmenf 
Finrwcr• in Srlcctccl .llc:ropolitan .trcas i11 195j-66. · 

"~'"" D!ck !'\c\7t'r. In> pact uf the Proprri!J Tc.r--F.!Ject o71 
llouttiJ.1. l."rb~zn Lanl.l C.•u:, l.o~?ul Gurrrnmrnt Fir.ance (Xn .. 
tl~>r:.al L'c~mmi:--::-:ion on t"rb:ln PrtJhlems, l~l'~~ .. nrcb Heport ~o. 
1), pp. 17-lH; nurl e.~. lltlfl'fl.ll of the CPD~US, A8.(jCettcd 
Vubaric;ns for Ot'IICml Property Ta.ratio11 (Prt'limlnnry Re­
port ::-io. 4, 1967 Census of Government")• llibles 2 and 4. 
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pointe~ ~mt in a. study prepared for this 
Comnusswn: 

• • • Property taxes avera(!'e about 1!:> percC'nt ot 
tho rental value ot nonfarm hou>in~ in the l'nited 
~tatC's currC'uUy, equi>all•nt to an PXci:'C' t:u of nearly 
::!1 percent ou renwl \':J.lue, excludin~; pro1~erty taxes. 
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• • • [l'ropqrty] ta;,:es :1s IJC'rel·nta~es of actual 
cash outlays for housing ran~e--exdudin:: the South­
from sales-tax equivalent rates Of lS !J<'~C'etlt f<•r l:~r:;e 
apartment llot_Ises out;;i_de ::-it.'w Yorl' City to 30 percent 
or ruorC' for swgle·fauuly house-.: Ill the nortllea>'t. and 
multifamily vroperties in :-..·l,W Ynrk City. • • • 

These very hi\ih tax rates are greatly in exces;~ of the 
rates applicable to other l'n:-rus of con:'nmer expendi­
ture, with the exception of taxe;; on li<;'JOr, tol>:1cco. and 
gasoline. • • • It is .simpl!l incrJncril:nblc t/'at, if tee 
1cere startiltfl to develop a tnJ' 8!1Strm from J.-;r;tr:h. u:c 
would single out housinfl tor r:rtraorllinarily high 
let~els of con.wmptirm ta.ration. ~I·m~ likPlr. TI'e would 
exempt hou~in~ entirely irom t:tXQtion. ju~t as many 
states exempt food from tlle oales ta:s:.a 

The deterrent effect of property taxes on 
the provision and maintena~ce of urb~n hous!ng 
is, of course, one aspect. of the re!a.tlnly ~lJ!!'h 
tax burden just descnbecl. .A cld1erentwlly 
heavy rate of tax >Yill operate in this >Yay for 
any particular form of consumption. but there­
sults can be esi:'eciallv lmfortunate in the case 
of urban housmg re.noYation. ...\. Commission 
survey conducted-through the International .As­
sociation of AssessinQ" Ofiicers reYealed wide­
spr~_d.' a~esso:r: respon~e to building permit 
activity mYolnng eYen the most modest re­
"'airs.16 Especiallv where assessing is outdated 
~nd lacking in un"iformity to begin- with, the act 
_of renairing a house mav tr!Q'ger a reasse~sment 
which causo::s -rlH: imi~din!! ii1~L i::- tt:;w'<oLl!J i.u 
receive a new valuation which is increased dis­
proportionately not only to the impro.-ement 
just added but also to the >aluations of neigh-
boring or similar structures. .. 

Much of the regressivit.y or "antipoor bias" 
of the property tax results because housing takes 
a considerablv larger part of the income of poor 
than of prosperous households. In addition, 
much of the property tax on business property 

so Netzer, op, cit., pp. 22 and 2:5. 
,. To obtain ln!ormntion n~!ed by tbe Commission '<'lith 

regard to assessors' treatment of property alterations author­
Ized by local building permits. the International .ls•oclatlon 
ot Assegslng Officers can\"ass€'<1 a number of mn.~or asses$tng 
jurisdictions. Facts supplied by 50 such oCiees Indicate that 
nearly all of them routine'<" recei"e bnihlin:::-permlt Infor­
mation, and use it as a g-u!de for ~elecoon or p:-cp'?:one~ to 
be reassessed. Only a minority of the>e agencies specify some 
minimum dollar figure below which a permi t-author1zed 
alteration wUI not result In an as>essment review. :llany 
reporting assessors empha•ize that they do not ":1ntoma t!­
ftllly" accept the \"alue of tbe improvt'ment •hown on the 
building permit as a mea~ure of cbant::e in pro11erry \"nine, 
on the gro,md that this fi::::Ire mny be Inexact. ~ ,..-ertheiess. 
the newly-lmpro"ed or altered properties may he di!l'erenti.'llly 
treated. relati\"e to taxable realty t::enerally, if other a>>ess­
m.ents in the a.reu. haV"e beclJme c,utlLltet.!, uulc:-:s thi~ fJ.ctor 
ta tully tnken into account in the selectively update•! reap­
praisals. With tile rapid cll:~nzu taking- place m most major 
urban arl"n~. the heavy wo~klu:Hl or a,s .. ssors. an<I t:>e com­
mon lntr~quen<"Y of compre:,c:.si<"e rea,sessment. the Prcobable 
result may often be--as many property owners bellev_e--a 
1fuproportio11ate raising ot tbe tn.x valuations !or 1n<ll\'1dual 
properties that are altered or reno\"ated. See also Netzer, 
11>14.. p. 29. 
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is undoubtedly shifted to consumers throu::;h 
higher rrices; as in tbe c~1~e of any general eon­
su'i1lption tax, this in•oln~s a greater tax lo:1cl 
in relation to income for the poor than for bct­
ter-otf consumers. Takin!! account of both the:::e 
factors, one careful s,~hoi:lr has concluded that 
the deg-ree of regressi,'ity [of the property tax] 
is probahly g-reater tkm that for any other 
major tax u,ocd in the United St:ttes.U 

The final problem mentioned abon-difl:'er­
ential taxation of properties le!!allv entitlrcl to 
uniform treatment-ari8es fr01;1 <i) the ~heer 
difficulty of accurate and up-to-date 'assessn~ent, 
especially in the metropolitan context of ex­
tremely diver;: e. l?roperty and ra picl economic 
change a rni ( :2) mherited defects in property 
tax laws and a>::"r"~ment machinerv, as more 
fully examined in the next chapter. v 

The property tax is uniC}ue among maior 
American revenue sources in the deg-ree to ·which 
its base is determined by official action ( suLject, 
of course, to po:::sib1e taxpayer appeal) rather 
than nrimarilv by '';:elf-as:::essment" as in the 
case of the income and :::ales taxes. This is un­
derstandable. Unlike most of the income flows 
or transactions reached through those other 
kinds of taxes, the nine of inclividual parcels 
or items of taxable property is not (except for 
the small proportion of properties currently 
changing hands) directly reflected in any rele­
vant source. Present value must therefore. be 
~alcul~ted or inferred fron; other evi?ence, often 
In "Vol \'ln!! some uncert::trnt"';' or 1;".\:X~\;~;-i.t::;:;. 
Thu:::! ...,;,~,...r~/-.·•., .... 0 ~~c-.rnncco ~nd- , 1n 1· +0 ~,-n1t-'T'I" " ..... 

.... , ..__..,.....,,_......, .. ...., '"',...._ l._.._ .. .o.L .... ._. .. .,. ' ........... ...._ .&..l.o..o.-1.\.·• V..t.. 

valuations for property taxation is an impossi­
'ble target, which may be approached but not 
fully attained. 

The problem of accurate valuation is espe­
cially serious for business property. At the 
other extreme, it is generally agreed that a clo:::e 
approach to uniform assessment should be pos­
sible for single-family houses. Nevertheless, 
wide assessment variations appear in most areas 
for even this class of property. 

This problem can be seen in data provided 
by the census of go>ernments. The uniformity 
test is the pattern of consistency (or inconsist­
ency) within taxing jurisdictions in the ratio 
of assessed to market value of surveyed prop­
erties. The 1967 data reveal that in 122 large 
cities the ratios for half of all houses deviated 
at least 14 percent up or down from the a,·er­
age. Worse, in 18 of these cities, the deviation 
for half of the houses was at least 20 percent.18 

11 Dick Xetzer. Economic• o! the Propertv Tam (Washing­
ton: The Brookin:::s Institution, 19GG). )1. :'\9. 

11 For supporting data, ~ee ell. 8, p. 41:!. Extensl"e earlier 
evidence of assessment >ariations for ~in~le·fnm!ly hou~Ps ap­
J){'.ars In U.S. Burl".'lU ot the Census, Ta.rabU! Propertv Value~ 
(Volume 2. 1962 Census ot Governments). 

180 A 

• 



• 

An illustrnt.ion clarifies what this ~0-nrrcent 
deviatiorr means. In one of the 18 citi'es just 
cited, take three houses (and lots), each worth 
$20,000: 

Assess· 
men! Tax 

Market ratio Assess· rate 
value (percent) men! (percent) Tax 

Hiah house •••••••.•.•.. $20, 000 36 $7,200 8 $576 
Average house .......... 20, 000 30 6, 000 8 480 
Low house ............. 20,000 24 4,800 8 384 

In this example city, the average assessment 
ratio for all houses is 30 percent of market 
value. But one-fourth of all houses are assessed 
at 20-percent more than that ratio ( 36 percent) 
or higher, and another fourth are assessed at 
20-pcrcent less than that ratio (24: percent) or 
lower. Thus three example houses, high, aver­
age, and low are assessed respectively at $7,200, 
$6,000 and $-±,800. Applying a typical tax rate, 
their annual tax pa:vment:::, in the same order, 
are $756, $480 :mel $3S-±. The high pays $196-
or 51 percent-more than the low. 

\Videspread per:::istencc of excessive >ariation 
in property tax valuations can in part be traced 
to unsound assessment arranaements. \Ve offer 
in the next chapter se,·eral ~recommendations 
j"!'' !H.~t!0T! {'_!l t}-'.!_:: 0:"~~~~;':71. 't\-hi~li ~hnHlrJ ;f 
carried out, bring property ta:1: assessments 'far 
nearer to an acc~ptable standard of equity and 

360 

uniformity. . 
:Most of the revenue obtained by urban local 

governments from nonproperty t'axes is from 
general or selecth·e :=:ales taxes. These, like the 
property tax, tend to operate regressi>ely to 
the particnla.r.disadnmtage of poor households. 

Altogether, then, it is part o£ the crisis of 
urban go>enm1ent finance that so much of the 
large and growing sums required must now 
come from revenue sources that place an espe­
cially heavy burden upon the poor-in partic­
ular the property tax, ''hich is not only regr~s­
si>e but tends to deter housin!! construction and 
maintenance and in many a1·eas is inequitably 
administered. 

FISCAL DISPARITIES WITIIIN :!IIF.TROPOLITAN 
ARJ;;AS 

The problems outlined above appear most 
vividly in the core cities of metropolitan areas­
particularly the major older cities of the North­
east and :Midwest, but increasin!!lv also in other 
parts of theN ation. There is a s;rrous and grow­
ing disparity in the relative fi~cal capacity of 
the central cities and their respecti\·e suburban 
fringe area.s. 

pnrts of the X at ion) tremendously increases 
of mnuv central cities is actually below that of 
adjacent metropolitan-fringe teiTitory. As has 
been pointed out: 

• • • In nearly all the l:HgPr nwtropolitan areas in 
the Northeast and ::\liJ\\'Pst, Jler c:~.pita taxable prop­
erty values (corrected for differer.Cl'S in asspssment 
levels) in the central citiPs are well below those in the 
outlying parts of the same metropolitan areas."' 

This is a relati,·ely recent de,·elopment, dif­
fering sharply from conditions of 00 or 40 years 
ago. As_ the same writer notes: 

• • • In the past. • • • nearly all the economic 
activity in metropolitan areas was concentratPd in the 
central cities and could be reached by central city 
taxes. Today, ta);able wealth and capacity have dis­
persed tllron?;llout metropolitan areas-beyond the 
reach of central city taxes-while needs for ~pecial 
public sen·iceg continue to be concpntrated within the 
central cities."' 

HoweYer, it is the .higher public expenditure 
needs of the central city, rather than an absolute 
deficie_ncy in its tax base, that esprcinlly demand 
attentiOn. At least three factors contribute to 
the additional requirements of the central city: 

. (1) Above all, this is where the poor and 
disad\·antaged tend mainlv to be concen­
trated. There are more high-cost citizens 
fron: the standp?int o_f such po>er~y-linked 
serv1ces a~ public assistance, publlc health 
and. hospttal C':lrP, l1011"i!!:;!, othe!:' t:n~i!l} 
t;ernces, ana educatiOn of disaunmtacred 
children. ~ 

(2) The fact that population concentra­
tion (as noted abo>e in the contrast between 
metropolitan areas as a whole and other 
parts of the Xation) tremendously increases 
the necessary scope of such costlv ser>ices as 
rolice and fil:e p~·otection, parks' and recrea­
tlfJn, and samtatwn. For most central cities, 
furthermore, these services-as well as the 
local highwav svstem and trafli.c control 
activities-must ·meet the needs of an ex­
paneled daytime population ''hich includes 
a net inflow of nonresident suburban 
commuters. 

(3) Since the central cities developed be­
fore suburbia, their public facilities­
schools, hospitals~ water supply and sewer­
age syste::ns, and the rest...:..typically include 
a fur lugher proportion of deteriorated 
structures and equipment, in need of re­
placement or major renovation. Expanding 
suburbia, of course, also must provide for 
new public plant, but these needs are in the 
conte~t of present ancl prospective n-rowth, 
rather than-as in the case of many"'central 

1•D!ck Netzer, Tl•e Urban FiBcnl Problem (ln9titution of 
If>cnl Go"l'crnmeut, University of Pltt>burgh, l!lGi J, p. 9. 
!>ce al~o ch. 8, i'l'· 412-!H. 
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cities-of .a stable o~ declining population 
nnd sluggrsh cconormc cleYclopuwnt. 

.As n r~s'}lt of thes~ factors, most metropolitan 
central crtiCs·ha,·e lu!!her taxe;; than the avern~e 
for their rcspecti,·e sulmrban-frirwe are:1.s. Fur­
thermore, gi n~n the fragmentecl"' strnctnre of 
locnl go,·ernment, most metropolitftn areas in­
clude some territory with tax rates fl/r below 
that of the core citv. As a result. loc,,f financilJO' 
conditions add to the man\ other forces that ar~ 
encouraging fringe-area ~l'O\Yth to the rehti>e 
disaclnmtage of central cities. This process is 
not self-correcting, but self-reinforcing. As has 
been obserred : · 

If the central c(ties must impose lli:;:her tax rates on 
their more limited Ux hr"<·~ • • • til~r,, is likplv to be 
some inducement to re~idents and bminesscs to mo>e 
to Iower·tax jnrhdictions in the ::;nmc metropolitan 
nreas. • • • 'Ihis migration in turn further weakens 
central city tax b~ses, setting the sta~:e for a new 
descent on the fiscal and economic spiral!' 

Similar conc1usions nre reached in a recent 
major study by the Ad.-isorv Commission on 
Intergo>ernmental Rehtions: entitled "Fiscal 
Balance in the American Federal S\::tem." Part 
I~ of th~t stt_t~y, ,?ealing with ••)Ietropolitan 
F1scal D1?parltles, -.was based upon a detailed 
comparative analysrs of data for the 37 hr:,rest 
metropolitan al'C[lS in the X ation for the vears 
1957, 19G2, and 19G5, nnclled to conclusions that 
lll"Y be briefly summarized ns follows: ~2 

There is a growing concentration of hi!!h 
costcitizfln;; in f'rntr;;) citie:;. ~ 

The parnci.o::s: oi T"J,·erry i!l the mrctst of 
plenty emerges most strikindv in the cen­
tral.citi~s of large metropolit~1n areas. The 
declme m absolute poYertv is overshadowed 
by ec~:n:omic disparities between large cen­
tral Cities and their suburbs. 

The deepening fiscal crisis reflects the 
exodus of middle- and high-income families 
and businesses from tl1e central city to 
suburbia. 

In central cities, the burden of local taxes 
averages 7.6 percent of personal income 

•Ibid., p. 10. F,"' A1dBvlsory <;ommlo~!oo on lnterfonrnmeotal Relations 
tea alance '" the America11 Fisca Sllatem, Vol. 2, pp. ~: 
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compared to only 5.G percent of income for 
residents out;;idc central citirs. 

Central cities nenrthl'less increased their 
rel~tive tax ell'ort during a period when 
their property tax base e:qwrienced a de­
celeration in rate of Q'rm,.,..u; or an absolute 
decline. · ·· 

In the 37 brgcst metropolitan areas, cur­
rent public school expenditure in 19G5 :.1xrr­
uged $4:-ll) per pupil in the central cities, 
compared with :3574 per pupil in suburbia. 
"Cluldren w·ho need education the most are 
receiving the le[lst." 

State 'aid to school districts ag(l'ravates 
this situation bv favoring rural ai1d subur-
ban districts. · -

Per capita noneducational (municipal) 
outlays of $232 per capita "-ere made lw 
the 3i ltngest central cities in 19G5-$10·o 
greater than their suburban counterparts. 

Of growing significance are fiscal dis­
parities among rich and poor suburban 
communities in many metropolitan areas. 

I~ SUlDIARY 

It is all too clear, then, that-
There is a crisis of urban government 

finance. 
This crisis is most strikin!!lv evident for 

central cities of the largest ;netropolitan 
areas but aJso affects other brae cities and 
an incrcr.sh~g num.b~r of sul:::;~~:<n 
communities. 

The crisis is rooted in conditions that 
will not disappear but threaten to (l'row and 
spread rapidly unless major shift; occur in 
recent demographic trends ( especiallv that 
which has concentrated so manv dis;clvan­
taged people within the centn{l cities and 
other poverty pockets of metropolitan 
areas, or unless significant changes are 
made in traditional patterns of gov­
ernmental structure, responsibilities, and 
financing. 

The crisis is of mounting proportions and 
feeds upon itself. 

• 
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CHAPTER 4 

State-Local Action Tovvard Better Urban Financing 
The mayor of a large city, in testimony to 

this Commission, said: . 
Our problems are financial ones. I have sometimes 

characterized the three major problems as being money, 
finances, and revenue. 

His phrasing was intended humorously, but 
his point was dead serious. Responsible oflicials 
of cities across the land similarly describe fman­
ciallimitations on their efforts to create accept­
able urban environments. If we talked about 
better publicly supported housing, better neigh­
borhoods and better communities without ad­
dressing ourselves to the money problems, we 
could legitimately be charged with avoiding one 
of the central aspects of these issues. 

l\foney is not the only limiting factor, as the 
mayor quoted above would undoubtedly agree. 
Other constraints result from poor governmen­
tal structure, discussed earlier; shortages of 
nAl'Y\"'1"\~I'l""'~ T'\,...,..C'I,.... ..... V",...i • .......... "'• ,......,:.;..,..._ ~ ....... ....... ...,......-9' ""'4! +-1.,...., 

~~~pl~~it}/' ~f ~;;;~bl~~~,~~d- the ~; ptd ·p;~e "~£ 
change-a dearth of reliable data to guide effec­
th·e administration. :Money is, nevertheless, one 
critical element in meetmg urban problems. 
Throughout metropolitan America-as the pre­
ceding chapter underscores-there is a pressing 
need for both more adequate and more equitable 
financing of essential public services. 

Significant steps by the Federal Government 
are urgently needed to help deal with the crisis 
of urban financing. We offer specific proposals 
on that score in the next chapter. But most of 
the action needed must be at the State-local 
level. The States have a major share of the re­
sponsibility because of their ultimate lerral con­
trol over the property tax system and other 
local taxes and because of the close relationship 
between State and local government finances. 

We therefore submit recommendations that 
mainly contemplate State and local government 
action toward a broader and fairer base for 
urban financing. Our proposals are for-

Broadening the. base of State taxation 
by significant use of both a personal income 
tax and a general sales tax, including au­
thorization for local governments to impose 
supplementary rates on a piggy-back basis; 

State-local relationships to provide a more 
effective and equitable means of State aid 
to local school financing; assumption by the 
State go.-ernment of financial responsibil­
ity for non-Federal public welfare costs; 
and provision of incentives in State grant 
programs to improve local governmental 
structure; 

Reexamination by State and local gov­
ernments of the potentiality of user charges 
to finance public services; 

State legislation for increased regionali­
zation of property taxation for public 
schools in metropolitan areas, utilizing a 
countywide or multicounty taxing area, 
with proceeds allotted to school jurisdic­
tions as prescribed by State laws; 

Joint Federal-State-local action to estab­
lish a system of interstate metropolitan tax­
iHg areas uuuer 1\'Ilich, oy State and local 
decision, a, supplemental rate could be 
added to the Federal income tax with pro­
ceeds returned to the local governments in-
volved; and · 

State legislative action to improve the 
property tax by eliminating unenforceable 
features, professionalizing the assessment 
function, moving to full-.-alue assessment, 
ascertaining and publicizing assessment 
ratios, and providing effective taxpayer ap­
peals machinery. 

A BROADER FIN A~WING BASE 

"" Some defects of the property tax are inherent 
in its Yery nature, and can only be handled by 
limiting reliance upon this form of taxation to 

·some reasonable leYel. 
In the nation as a whole, about fiye-sixths of 

all local tax re,·enue in metropolitan areas is 
obtained from the property tax. Even when in­
tergovernmental receipts and nontax sources are 
added, property taxation accounts for nearly 
half of all urban government revenue. Property 
taxation supplies nearly as much rm·enue as aU 
other State and local taxes combined. 
/ There is marked geographic variation on this 
score. The property tax portion ranges from A review by each State of its pattern of 
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Jess than one-fifth to more than two-thirds of 
Stnte-loca 1 tax rennue in \·arious individual 
States. Similar din~r:;it.y appears in etl'ective 
rates of property taxation: for example. for 
single-family houses in 1~:3 major cities in 1DGG-
67, from lc~s than 1 percent in nine citirs up to 
more than 3.5 percent in four citirs at the other 
extreme.1 

These variations reflect the differin!!' de!!'l'ee 
to which various States have placed increasing 
reliance on nonpropertv h1X source:>. The pro­
portion of all general revenne of St:tte ancllocal 
governments obtained from prorerty taxation 
ranges from l~ss than 20 percent in a few States 
up to more than 40 percent in a number of 
others.2 This helps to account for the interstate 
range of nearly four-to-one in prop0rty tax rev­
enue- per $1,000 of personal income. as against 
the much narrower ran!!'e of onlv 1~G-to-one in 
the relation of total Sta'fe-local general revenue 
to personal income. 

Relative de-escalation of the property tax will 
depend, above all, upon further Sta.te action 
toward increased tapping of other re->enue 
sources. 
Recommendation No. 1-l\!ove to balanced 

State-local revenue systems 
The Commission recommends that those 

States which have not done so move as rap-
. idly as possible toward a balanced State· 

local revenue system which, besides provid­
ing for eq!!ital,l~ property taxP.tion, involves 
:::ignific~~~ ~sc by·!~~ t.:t:1!"~ ~f :1vti1:!. ~:!L2onal 
income tax and a general sales and use tax. 
We also urge th~t States which haYe not done 
so consider g-rantin.~ authority for local 
govermttents to impose limited supplemen· 
tary rates of income or sales tax, to be col­
lected and returned by the State to the taxing 
jurisdictions. 

Thirty States now impose both personal in­
come and general sales taxes; in 17 of these 
States, local sales taxes are also authorized (usu­
ally with State collection and distrihntion), and 
two States authorize local supplements to State 
income taxes.3 Thus there is widespread prece­
dent for the main thrust of onr recommenda­
tion, which takes account of two major elements 
of fiscal reality: (1) strongly rising needs and 
,expectations for public services at both local 
and State government levels: and (:?) the pros­
pect that additional Federal Government fi­
nancing, although highly desirable, cannot be 

s U.S. Rurenn of the Censu~. Propr-rt11 Toz Rate., ~n Selected 
Jlajor Cities uu<l C·;unticd (I'l·ell.mluary }(~port So. 5, 1957 
Census of GovernmentR). 

• U.S. Bureau or tbe Census, OovemmentaZ FinanCfJI Ctl 
1965-66. 

• Advisory Comrni~<lon on Inter;!m't>rurnentnl Relation• 
BfGte and Local 7'aze•: Siqnijloanf Featur", 1968. _' 
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expected fully to meet these growing require­
ments. 

It would be unrealistic :mcl irresponsihlo to 
urge expanded State participation in the financ­
ing of urban needs witlvntt recn~nizing also, as 
we do in this proposal, the question of how tho 
necessarv funds are. to be obtainrcl. Fort.unatelv. 
recent action in numrrous Stat0s provides. a 
helpful guide. In pnrticubr, ett'ectiYe means 
have been dedsed to maintain the proclucti,·ity 
of general s:.tles taxes but at the S<llne time to 
reni.o,-o their re!!'ressire impact nnon low-inco'me 
people. Such ~n:rangem~m::;, whi~h originated in 
Indiana and have since snreacl eh:ewhere, in­
volve a special crediting in State income tnx 
laws. Ei£'her by exempting- food :mel medicine, 
or by appropriate credits (under income tax for­
mulas) tor taxable purchases of snch necessities, 
it is possible to a·mid inequities that otherwise 
arise with general ;;ales taxes. \Ye commend 
the sales tax, with such featurrs, as one element 
of n. b~lanced tax system which would help stem 
excess1Ye property tax levels. 

The three types of tax referred to do not, 
of course, account for all of the States~ ful~mc­
ing arsenal: we have further surrf!estions to 
offer in a later chanter with re!!'ard to the tax­
ation of land. Hov:.·ever. these ';l1irr three~· nre of 
primary importa_nce: ~0 percent- of aU State­
local tax revenue IS obtamed from property, gen­
e-ral sales~ and personal income t::~xes. Their re­
spective peraentages ~n calend_ar }!)67 _n~ere us 
follo.".s: property, ,~3.1.; f;(!!!~!'~! .~~te:;:, .!'5.: ; f.''!!'­

~cn~l !!"lccn~~. ~·.~." !t. 1s !!i~rc~:!::c-!·v· clc~~ :~~:-:.~ 
both general· sales taxes and pei·sonn.l income 
t.a:xes must be used bY State anrl local I!O\·ern­
ments if urgent pubiic sen·iC'e needs are to be 
met withont an undesirable further increa~e of 
property t~x ra.tes in many areas. ('Vhere prop­
ertv taxation IS very low, bn.JancA of course 
woi.1ld be nchieved bv.raisin·!!' the level.) 

AH or most of ·the ndclecl funtls from :1. 

broader tax svstem would best be collected bv 
the State !!Ovei'llments. even thon!!'h destined fo"r 
distribution in large l)::nt to local governments. 
Related State action is therefol·e indicated con­
cerning their grant-in-aid programs. Present 
State-local fiscal patterns are generally the re­
sult of historical prcblem-by-proulem handling. 
In very few instances haYe State grant-in-aid 
systems been subjected recently to .comprehen­
sive reexamination and overhauling. 
Recommendation No. 2-Renew and revision 

of State-local fiscal relations 
-The Commission urges State governments 
to review intensively and where appropriate 
to revise their existing arrangements for 

'U.S. Burt>au ol the Cen~us. Quarterly Summart~ of State 
lind Locul T~e•. Octoller-Decomaller 1967. . 
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State-local fiscal relations so that, as a 
minimum: 

(a) Each State provides a generous 
foundation program for local school 
financing; 

(b) Educational grant. formulas take 
account of the additional costs of en· 
riched school pro~rams for economically 
and culturally deprived children; 

(c) Each State government finances 
all or substantially all public welfare 
costs that are not covered by Federal 
aid; and 

(d) Various State grant programs in­
clude appropriate incentives toward im· 
proved local government stru~tur~. in­
cluding the development of maJor vmble 
multipurpose governments in metropoli­
tan areas. 

'Ye emphasize financing requirements . for 
educ.ation and public \Yelfare on obnous 
grounds. Pu.blic schools make up by far the 
most costlv sm.-rle elements o£ local government, 
and their "benefits are not limited to small local 
areas but ha,·e a \Yiclespread impact in our ir:­
crensin!!lv mouile society. The Stat.es' responsi­
bilit-r for mH.lerwriting- a sizable share of p~b­
li~ ::.~hon1 rr-..~~...: tl.tf~ ;~ :·j_,·.:~:~~l' ... ::!!l ~-=~c:i.:ir .. ~~~·c.~ily 
'ustiiied, as \\"l~-ll as cuu::~i:;t e:y: with the legal 
framework for public E'c1nc:ttion in mo~ States. · 

Pro;-isions arc widespread for State gran~ · 
to underwrite certain excl'~s co;:ts of pubhc 
schools" in sparsely populated rural. areas, par­
ticularlv in the form of aid for pupil transpor­
tation. Various programs ex~!'t also _for. spec.ial 
St.ate aid for eclucatmg physically hand1capped 
children. until recently, ho\Ycnr, State grant 
systems hnx~ rarely n:nclc any .allownnce for the 
overburden m.-oh·ed m prondmg, throug-h loc~l 
public schools, enriched prog-ra1_11s for eco~omi­
calh~ and culturallv depriYcd chiltlren. \Ve urge 
specific State attmitiori to this as one desirable 
component of State school-aid systems. 

In about half the Nation, public welfare 
costs are fl11anced nearly entirely from State 
and Federal sources. Howe,·er, in States where 
such an arran~em,ent does not apply, the lo­
cally financcll 'ilOrtion represents a significant 
burclen, adding- materially to pr~pei.ty tax re­
·quirements. This cost comp~ment Is lll;:ely to .be 
especially onerous because It tends to vary m­
verselv with local fiscal capacity. Moreover, 
such financin(T arrau!!cments commonly place a 
he:wier burde~1 upon.inajor central cit.ies, where 
so many poor families are located, than· upon 
most suburban communities.5 ·we strongly urge, 
therefore, that those States which h:we not 
done so assume direct re:5ponsibility for sub-

'Sl'e cb. 8, pp. 409-410. 

stantiallv all pnbli.~ wrlfnre co~:ts that are not 
fmanC'ecflw tliP Federal Government. The ~.me 
reasonin!! "iusrifies ~cnerons State undcrwr1tmg 
o.f other. i1i~portam thou~h l~ss co~tl~ poverty­
linked sernces, such as those m the field of pub-
lic healtl!. . . 

Intensive review of existing grant-m-:nd pro­
<Trams in any partieular State should take ac­
~ount o£ the relation o£ such grants to !oca.l 
(Tovernihent. structure. As shown by expenen~ 
~ith Stnte aid to local school districts, fisc:tl aid 
may be deliberately n::ed to encourage desirable 
structural changes, or on the other. ha~1d, .. may 
actually tend to shore up outdated mstitutwns. 
Recommendation No. 3-Increased local gov­

ermnent use of user charges, ,..,.here 
appropriate 

The Commission urges that local govern­
ments reexamine intensively their existing 
practices with regard to service and benefit 
charges, and mal;:e adjustments needed t.o put 
appropriate services on a self-sustammg 
basis. \)~e also urge the State governments ~o 
encourage and assist local governments 10 
such efforts. . . 

User char(Tes alreadv represent a sigmficant 
e • , rnT"'nn,,,... <t:.!"\UT"CO fo'!" -:~: ~"'f'n-. 1,-.:--:l ,4.-- ·c--~~'-' -~(.:''-::._ 

:H~;e'~~r;th~r~ is gi'cat. \";U"iution: some gover.n­
ments use them to an important ext~nt, wl~.1le 
others in eii'cct. make the g-eneral taxpay ~ng 
public subsidize nrions activities ;yhich pronde 
selective benefits. Althoug:h user charges have 
little relevance to some cost.ly services, such as 
education, public welfare, police and fire pro­
tection thev can be an important re::=ource for 
financi~1g o"f urban highways and parking ~a.­
cilities. water 5upph· and s<nvers, waste dis­
posal, and recreatiOllnl activities. 

User char.-res can help to hold property ~ax 
requirement; within reason and t.o proVIde 
equit.v between taxpayers and specially bene­
fited 1tsers of various services. T\YO other asp.ects 
of this proposal deserve particular attenti?n: 
(1) User clutro-cs can help to prevent excess1ve 
or wasteful le~els of user demand-illustrated 
by careles.;ness in water consumption where no 
mewriug npplies, or by exces~ive urbnn street 
con(Testion in conunercial sectiOns where street 
parkin.-r is aloweJ free or at only very nominal 
meter ~ates; (2) "\Vith rising levels of urban 
rrovernmcnt salaries and other expense factors, 
the fees or prices set for particular public serv­
ices need ta be periodically adjusted lest char!~es 
lag seriously behind related costs. 

A word of caution shoulcl be added about 
balanciug or choosing between user charges and 
taxes for particular activities. ~lost urban gov­
ernment services ha;·c an important element of 
general public benefit; for example, an adequate 

185 A 

• 



..;...;.·_,__.---

sewer system is of major concern to the com­
munity as a whole, not onlv to individual housc­
holds:Unlcss such ~oeial factors arc snilicientlv 
recognized~ the more attracti,·c smmd of charges 
than of taxes may cncoura~c exccs,~i>e usc of 
charges, with und(,:=;irable or'inequitablc.• results. 
In fact, some municipalities sn!Jstantiallv sub­
sidize their !!encral !!m·ernmcnt n~~cls from the 
revenue snq)lnses oft heir water supply or elec­
tric power utilities. This is the eft'ecti,·e equh·a­
lent of placing a hig:h exci>:e tax upon the utili tv 
services invoh·ed. Such taxation m:lV, oh>iouslv, 
be enn more re!!'ressi ,.e or otlH~rwise imdesirabie 
than the usc of the property tax Ol' other a>aila­
ble means of financing. Benefit charges are also 
sometimes misused in a potentinllv cli:scrimina­
tory fashion-for instance~ by imposin~ fees for 
admission to local parks~ in order to limit their 
use to nearby or socially desirable patrons. 
While reasonable char!!'es may be justified for 
the use of some public recreational facilities 
(e.g., golf courses or marinas) that h:n·e a se­
lective appeal, it is of major social importance 
that facilities which serve more basic needs be 
available at little or no direct cost. 

Thus we are not urging the maximum possible 
use of benefit charges but their greater appli­
cation in those instances when•. in the light of 
careful consideration. thev offer an ecorwmi­
cally and socially 'desirable substitute ior 
taxation. • 
Regi-Onalizing school costs 

~t!bii~ ~t11.!~~t!~n :~":"~!~~!: :J:; :frrr the largest 
component of local government activitv. This 
function typically accOtmts for about four­
tenths of all local public expenditure in metro­
politan areas, and an e>en higher fraction else­
where.0 A sizable portion of local education ex­
penditure is financed from State and Federal 
grants, and such aid should continue to grow, 
as we urge above. However, a major part of 
school spending is met from local sources. prin­
cipally property taxation. The base for such fi. 
nancing is fractionated geographically, and in 
most metropolitan areas there is a considerable 
range in the relative fiscal capacity of school­
administering governments. Basic restructurinl7 
of local government and provision of increased 
Federal and State aid are needed to help meet 
this situation, but another approach is also 
widely indicated. 

Recommendation No. 4-Countywide or mul· 
ticounty taxation for public schools. 

The Commission recommends that States 
provide that a significant proportion of all 
local property tax support for public schools 

1 See ch. 8, pp. 409-410, tables 1 and a. 
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be supplied through levies imposed by coun­
tywide or multicounty school taxing dis­
tricts, with the proceeds allocated to school­
administering units on a State-prescribed 
basis. 

This proposal has -limited relenmee where 
public schools are already administered (and 
locally fmanced) through countywi(lc units. For 
a number of other States alfo its adoption would 
mainly involve an expansion of existing- ar­
rangements that provide some countywide taxa­
tion for school purposes. USnalJy, howe\·el'. snch 
county levies arc only minor, and most States 
lack any such de\'ice for spreading the local tax 
burden f<fl' education. 

Local public educ:ttion is a highly logical 
candidate for a broacleP local base on se>eml 
grounds: because of its costliness~ it makes up a 
~izablc part C!f local pr~pe.rty taxes ~,·eryw here; 
It permrts a s1mpler basis for allocatiOn of funds 
than coul~l apply to many other local govern­
ment serviCes; and the benefits of public educa­
tion, in our increasingly mobile- society and 
economy, reach out far beyond individual school 
administering areas. 

State action along this line would end part 
of the substantial escape from propertv taxa­
tion which is now enjoyed in nrious local tax 
havens. By curtailing present wide disparities 
of property tax rates in metropolitan areas, it 
would reduce incentives toward sociallv unde­
sirable fiscal zoning, and, perhaps, also lessen 
,~~~l~~ ~~!t,~~ i.e t!1c !!!~~~ ~~s!~ ~~~~~~.!~t!.!~!:::- ~f 
!ocal government which is so urgently desirable 
m many areas. 

The Commission is not proposing here a 
regionalization of education, but rather of 
property ta:ration for educational purpo-Yes. 
Neil!hborhood schools ns sen·ice units and school 
systems as administering entities would not be 
replaced, but a larger part of their financing 
wouJd com~ from a geographically broader base. 
Interstate metropolitan taxing areas 

:Most of the foregoing discussion has referred 
to steps toward a 'broader and fairer base for 
urban government financing that can-and 
should-be taken by State and local govern­
ments. Effective action along the lines sug­
gest~d, we are confident, would be highly 
productive. :Moreover, we are sure that the prob­
lems of urban government must continue in the 
future as in the past to be handled mainly by 
local and State action. Not only because of the 
structural inheritance of our Federal system but 
for a host of other reasons, the role of the N a­
tional Go,•ernment can at best be selective and 
indirect, stimulative and helpful-especially in 
financing. The National Government is not 
suited to take on directly any sizable part of the 

• 
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responsibilities traditionallv haJH1led at the 
State and particularly at the local lcn~I. Hence 
the concern we haYe C'Xpre~o:,.cl fql' ~~ more etTec­
tiYe Etructure of local gonrnme11t, especially in 
major urlJan areas. 

Even ''ide spread action on all the matters 
discussed above, howenr. v.·nnlclnot fnlh· deal 

. with a financia) p_roblem that is c."pecially.perti­
nent to metropolitan area::: y;]Jich cut across or 
are adjacent to State bouncbric·"· ln lDGO. such 
areas had more than 41 million n·siclC'nts, or 
nearly one-fourth of tlw Xarion's total popula­
tion. For any such area, problems of local dis­
parities in fiscal capacity and or constraints 
upon tax policy become interstate in uature. But 
no effectiYe means is nm>' aYaibble to deal with 
such problems on an areawide basis, 1'nvolPing 
concerted actlon b11 oovernments on both sides 
of the St;de bound'aries. As a result, each of the 
States concerned is likely to encounter special 
difficulty in carryin!! throu~h desirable actions 
it might otherwise '1mc1ertake. For example, a 
ngorous eirort by various means to /!Ct rid of 
tax havens in one State's portion of such an 
interstate area v.·ould face the threat of tradi­
tionally pri,·ileged businesses mm·inl! to low-tax 
pn!~ts of the r..:-cn. h--; ~1-..t .. ~ic:i~hh,-,j,-;-~~~: ~;tHi~. 
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sons, it might en~n be found desirable to provide 
for onlv a ~single available rate of supplementa­
tion, si1bjcct 'to "yes-or-no" action by eligible 
areas. 

It is obviotls that the desi!!Il of a workable 
svstem of this nature demands careful analvsis 
of many f:tctors, SO th:n; it \YOU)cl be presumptu­
OUS to spcl1 out proposed features in complete 
detail. The su~~ested basic approach, however, 
deserns thoug!!tful and sympathetic considera­
tion on scnral grounds: 

(1) An advantage already noted would 
be to reduce the constraints upon otherwise 
desirable action concerning urban govern­
ment structure and financing that apply 
uniquely in interstate metropolitan area; 

( 2) A nor her ad vantnge is the opportu­
nity it would open for increased local use, 
in an efllcient fash iou, of income taxation 
as :>.. partial sub~titute for property taxa­
tion. A limited number of local govern­
ments (mostly sizable municipalities) 
already administer their own personal in­
come taxes, but in most instances these 
apply only or mainly to sahries and v.·ages. 
It. js ;Iener~llv ~~~ed thnt sc~1r:-:t~ taxLS 
of tl1i3 nutui-" \-_rtttra_ot. J1e. u•~:t 1.·ly us '' ~li !10.-

Recommendation Nfi. ~-Supp.lement to Fed- ministered locally as on a State or National 
eral income tax in interstate metro- · basis. Only two States have thus far au-
politan areas · thorized local "piggybacking" on their 

The Commission recommends, for consid- State income taxes; while further action of 
eration by Cong-ress and the various States this nature is probably desirable and likely 
concerned, enactment of a system by which 
a supplementaJ rate of personal income tax (despite problems of appropriate re,·enue 

. could be applied \vithin interstate metro- allocation where local goyernments at:e 
politan· areas, to be collected directly in numerous) it cannot operate on an inter-
conjunction with the Federal income tax and state basis. 
With the proceeds returned to appropriate IXCRE.\SED EQUITY IN PROPERTY TAXATION 
local governments. 

It should be emphasized that, if such a svstem The foregoing recommendations relate to the 
is developed, the supplemental tax rate 'vould widespread need £or decmphasis of the property 
be imposed by local or State action, rather than tax. They propose action that is critically de-
by the Federal Gonrnment; the proposal thus sirable in mauy areas. especially because of in-
contemplate.:; a "piggyback" armngement like herent defects of this form of t:lxation which 
that now v.·idely u:::ed for locally imposed, State- limits its desirability as a predominent revenue 
collected supplements to State !:'ales taxes. The source. But such basic action cannot come over-
plan might operate through ccrtifkation by the night. In the meantime financing needs for ur-
Gon~rnors of the aiJ'ected States that a favorable ban gonrnment continue to mount. :\Ioreover, 
vote in an areawide election had favored the it "·ould be most unrealistic to expect that these 
imposition of a supplemental rate for Federal needs can be fully met from increa!"ed Federal 
collection and return, and with a 1location of the aid. In recent years, the anmtal rise in local 
resulting rennue to be as specified by the re- property ~ax revenue has been considerably 
spective Governors in accordance with statutory larger than the total annual amount of Federal 
prm·isions in their rcspectiYc StatC's. Appropri- gr~Jlts to local gonrnments. Replacement of 
ate Federal legisbt.ion shoull! no doubt (as in enm one quarter of prc:c:cnt. local property tax 
the case of the State.s' "piggybacl;:ing'' proYi- yields 1nmlcl require a threefold increase in 
sions) set a limit on the snpplrmPntal rate avail- Federal grants to local gO\·crnments. 
able, and on the frequency of allowable change In other words, in the years immediately 

'or cancellation; at least for administrative rea- ahead the property tax must continue to be 
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counted on for very large sums. And, howe>er, 
vigorous the effort may be to tap other revenue 
sources, it nim:t be accompanied hy efl'ective 
steps to reduce existing defects of the property 
tax .. 

There is ample evidence that m:mv property 
tax ills are not be>ond remeclv. !)tit :'\rise from 
faulty laws and administration: The best nroof 
is that some areas have far better prope1t\· tax 
administration than the nre>ailing avera~e. 

J?ublic disillusio?ment.'":ith tl:c .. property ta.x 
as It now operates IS becomm~ widespread. Tlns 
in turn tends to encoura~e inclic:criminate loop­
holes or exemptions th:lt make this tax even· 
more difficult to administer fairh·. "Without cor­
rective action to make the nropertv tax worthv 
of respect, the existing inequities "are likely io 
become worse. 
Property ta.:n assessment 
• AB the general property tax system is usually 
mtended to operate, a lery is applied at a tmi­
form rate to official valuations for all items o£ 
taxable propertv within a particular area. ·It 
is an ad 'Ml<Jre·m tax-a tax on values. Purel> 
from the standpoint of the intent of this kind 
of tax (for example, without cori~idering wheth­
er the value of propertv is an equitable basis for 
taxation), complete e·quitv under the law is 
~chieved only if (1) all property legally taxable 
IS actually listed, and (~) all items are valued 
~~ !'! "..!~i:f':)r~ ~~~is. i.: .. :-·~;Lc!"' ;:!. +h~~:- ~" ::':t~~~! 
eurrent worth, or at. the same percentage of cur­
rent worth. 

Perfection is unattainable in practice. Not all 
taxable property is listed, particnlarlv where 
coverage extends to certain elu~h·e forms of per­
~nal property . .A greater barrier to perfection 
IS that, for most taxable property, current worth 
is not determinable with exactness. This is why 
competent appraisers evaluate the same prop­
erties somewhat different],, and whv clo.::elv 
comparable houses in a part'icular neid1borhood . 
change hands at different prices. Curi;ent worth 
of most real estate is le~ subject to question if 
expressed as falling within n. range rather than 
as a precise point. Thus, n. reasonable statement 
of the goal o£ equity in property taxation would 
add the word "substantially" to both objec­
tives-substantially complete listing of taxable 
property, and substantially uniform assessment. 
• To ~otethat property e\·aluation is not a pre­

elSe science or art does not contrn.dict the need 
for reform. .Actual performance throu!!hout 
most of the country is far, far below the appro­
priate goal. Incomplete Esting, mainly concern­
Ing personal property, is discussed later under 
"Property Tax Co'•era!!e.~' N onuniformitv of 
a;;sessment mainly concerns the far larger ·por­
tiOn of the property tax b:tse represented by real ... 

estate. The reasons that assessing practices in 
most parts of the country fall far short of a 
reasonabl \"' attainable standard include the 
following'': 

Excessive decentralization of assessment 
responsibilitv; · 

Assignmeilt of assessing in most areas to 
officials who are selected bv popular elec­
tion and for whom there :u:e no prescribed 
standards of education or training despite 
their complex duties; 
Limit~d and underst:l!Ted State partici­

pation_in the process of property tax assess-. 
ment; 

Absence of the correctives !!enerated bv 
an informed citizenry, due to popular mis­
understanding or i!!llorance about the basic 
elements of properf'" taxation; 

Clouding of the "relation between values 
and assessments by the common practice of 
asseSsing property ·at minor fractions of 
current worth: 

A prevailin!! lack of reliable statistics 
that would enable interested taxna\ers to 
judge even the approximate fairness of as­
~ssed valuations for their property hold­
mgs; and 

A. widespread lack of com·enient, usable 
machinery for taxpayer appeals against 
questionable assessments. 

There are two major problems with pronertv 
tax coverage. The first arises because the i)ror}­
erty tax laws of many States apply to some 
kinds of personal. property that, experience 

· show_s. cannot be ~lly located and equitably 
valued.7 The results mchide unjust burdens for 
conscientious owners of such propert• and, for 
assessing officials, either a diversion of attention 
from more important duties or a ':blin~O'" at 
widespread tax ension, which promotes p~blic 
distrust and cvnicism about taxation and O'OV-
ernment aenernllv. "" 

The second coierage problem relates to prop­
erty tax exemptions. Complete exemptions 
apply to ownership (property holdin!!S by gov­
ernments) and use (noncommercial uses of 
property held by educational and charitable 
bodies). Other exemptions are partial, provid­
ing a discount against assessments-through 
homestead exemptions and other devices to pro­
vide relief to homeowners, v~terans, the elclerlv, 
industry, farmers or other owners of urban­
fringe land, country clubs, and so forth. Rising 
property taxation has stimulated a host of re­
cent efforts along these lines. When exemptions 

• As to general pro~rty tll.lt covera~e of various types of 
pl'rsonn.l property, st-e U.S. Bureau of the CPnsus, A.~sc!•cd 
Vnluationt /fir General Propert11 TarntiMI ( Prt!llmlnary Re­
port :So. 4, 19Gi Census o! Governments), 
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are ennctE.>d~ they narro" the property tax base 
and nccc ]crate the rise in rates. 
Recommendation No. &-Improvement of 

Property tax 
The Commi~c:;ion urges early and wide­

spread action by State and local govern­
ments to imprw;e the property t:tx hy-

(a) Limiting its legal conrag-e to 
forms of wealth that can Le e;l'cctively 
reached and vahied throu~h such tax­
ation, minimizing- exemptions. and tailor­
ing with great care any property tax 
relief provisions; 

(b) Providing approprbte machinery 
for assessment work. with responsibility 
assigned to well-statTed aud profession-. 
ally directed jurisdictions which are 
large enoug:h to employ modern equip­
ment and techniques: 

(c) Moving as fully and rapidly as 
possible toward full-value assessment of 
taxable property; . 

{d) Conducting: and publicizing: the 
results of careful studies of assessment 
ratios, and publishing related data 
~b~!!t p!'"~~·c:!.·t~ i;:,~::it~•-•• or: a reg-nlRr 
basis; and 

(e) Providing effeclive appeals ma­
chinery for taxpayers. 

These proposals are not equally applicable 
everyw·here. ~ome States are far ahead of others 
in the qunlity of their property tax systems. 
But Eomc portions of the foreg'inf! reconunenda­
tions ha>e an important potential ior eTery 
State. . 

-n:re are not proposing any un~cste(l novelties 
of propert~, tax law or practiCe. Precedents 
exist for all the types of action we urge. Our 
proposals. generally parallel those which are 
urged by the Ad.-isory Commission on In!er­
goYcrnmental Relations, in tho most anthorlta­
th·e contemporary work in this field, "The Role 
of the States in Strengthening the Property 
Tax." Thnt report has helped to :::timulate im- . 
portant statutory and n.dministr::niYe chai1ges 
in various parts of the country. But accom­
plishments thus far nrc only a minor part of 

· what remains to be done. In the 5 venrs since 
that Commission report was pnb1i;hed, prop­
erty tax collections in the l7nitecl States hn;ve 
totaled some $1:20 billion, and this total in the 
ne..~t.a vearsis likelv to rro y;eJl l.Jeyoml$150 bil­
lion Tlw Xntinn c:lnnot :nl'ord cbntinninrr soc-. - .. 
ions inequit i(•.s in the co11L:c:ion of ~cnch huge 
sums for pul1l ic pnrpo:Ocs. 

Tho remaining portion of this chapter con­
siders separate aspects of recommendation G 

_ in greater detail. · 
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(a) Limiting coverage, exemptions, and tax 
relief 

The Comrr.i:o-:<:ion recommend<: that States: 
(1) revise tlieir laws and constitutional pro­
visions relatin~ to the property tax so as to 

•limit its conrag-e, at most. to real estate, 
tangible personal property used fo~ income­
producing purposes, and motor vehicles;_ (2) 
ayoffi the enactment of partial eXCIDlltiOnS 
for particul::tr types of private prope~·ty 
owners, and where..,·er possible repeal exiSt-

. ing; proYisions of this nature: and (3) u~e 
means other than preferential assessment m 
efforts to limit the burden of onerous resi­
dential property taxes for lov.·-incorne fam­
ili~s, or to limit the inhiLiting effect of prop­
ertY taxation upon the sound mainten:mce or 
ren.ovation and improvement of residential 
property. 

Basic legal coverage 
The first portion of this reconunendation is 

based upon tho fact that-
• • • the extent to which some per;:onal property 

tax laws have becorue le>:al fictions is notorious. Evas­
ioDs and the condoning of evasiou are ~o witlt•>pread as 
to make Filch iaws a tax on lntl'grity • • •. 'Ibis con· 

unnealtny c.::::-e~p~::t.• 

Competent obserrers differ as to ':l"hether in­
come-producing personal prope~y sh?,uld l:e 
Jefr::tlly s~1bject to property tnxntwn. 'IflOse .m 
fa>or pomt out that such conrage avo1ds ~ls­
crimin::ttion bv the property tax system agarnst 
those income-proclucin!! acti ,.i ties (such as agri­
culture) which in•ol•e-a relatinly l::lrge .invest-

··ment in n:al estate as compared ·with eqmpment 
nncl innntorie:>. The' also an:.ruc that the loca­
tion and equitable vaiuation o:fsuch property do 
not in>ohe insuperable difllculties. On the other 
hand, !!rOSS deficiencies exist in the assessment 
of inc~me-producing personal property. This 
fac.t has led fL number of States to exclude such 
property legally from the ta;o:: ba~e, and is cit€d 
by •arious competent and disintere.::te:d author­
ities who urrre similar action else"here. A less 
sweeping middle road pi·oposed by the .. :\..ch·i~ory 
Commission on Intergovernmental Rebtwns 
calls for eomplete exemption for bw::iness in­
vemories-but not for such other income-pro­
ducing personal property as business equipment 
and arrriculturalli ,-estock. . 

States (l_ill"t:r in their property tax tre::ttment 
of motor whicles. Some proviJe compl~te ex­
emption, gener:lliy with appropri::tte adjustr 
ml'n:. of tlH~ir car lic~Cme fee::. Since this type of 
property c1e:trly can bo listed allll reasunab!y 

" .. \d\·t~11ry rvmmi:-:~lon on IntrrgoT\ · a,f'nt~~l Rr~ntiontt, 
The l."••lc of tile St•Jtr.; in ,-;treu!}lhtlliJ:) the i'roprrtv Ta~, 
Wa>liln~ton, D.C., June 1DG3, p. S. 



valued, it is a feasible c:1JH1idatc for incln_;;inn in 
the property t:tx b:1.•c, altltn~l;Yh altcnutrn~ ttlX 

forms may be at lca~t a~ dcctrah1e. 
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.\ny signili,·;mt IJ;t:e-natTO\\·in!; :-~ctinn in line 
with our" re~ommcndatioa is J:l;:ely to im·ol\'(~ 
problemS of_rC.\'C!lllC l'C!•J:F't'!ilCllt. 11·ith di Jl'erin;Y 
1111 pact for yarious areas r.ncl incli•ir1ual loc:tl 
~oH•rnmcnts. Gradual ratl1cr than nbrupt ad­
justment is probably ill<;lic·atccl, perhnps '"'·ith 
some related ren~nuc oll:::ct proncled through 
State nid. 

In any ennt, a mnjor consideration in e\·ery 
State as to desirable property ta:s: conrng-e 
should be: Can the law l"JB :tppliccl v;·ith a hi.r.:h 
dc~rce of eHcctinnc~s ;mel Cftniry? rule~;: oili­
cial intentio11s~ public :tttitnch:~. and the ::•sc~s­
ment machinery prn1ni~e an rtilirmati>e :1!l:"l'~er 
for all major property components lec:·ally 
corered, sound policy lWlDi res a. 11:11TOI\Cl' t nx 
base for which adequate enforcement can Letter 
be assured. 

Assessment e.rern ptions 
"~e emphnticrtlly urge th:tt the trend townrd 

riddling of the property tax b:1se by pref::rcntinl 
exemptiOns for particu Jar t~pes of prinne nrop­
ertv owners be stemmed nne!. n-here pos::ible. re­
versed. Prm·isions of this n:'.ture hnYe clenloped 
to promote honH~o"·nership~ to aid nternns and 
the elderly, or to attract new industry·-often 
sociall v dcsira b le or ::~ccemecl ohj ecti •:es. The 
question here is not IYith' objectins but IYith 
the use of these methods ... AJthouzh theY npnear 
to involre no direct pu!Jlic cost, such nrm·1~'ions 
(1) result in incre:-to:ed exprnse for taxpayers to 
";·;}~~;!"!~ tL~ L~t~d\.'n i:; 3!!ii:Lf:.J .. ~-.;j p.:.t)_:_.;rt·::,_.:J_\l'ij' 

w~aken the property tn:s: system; ancl ~;)) com­
plicate admmistration. Lii~e many other legal­
Ized tax loopholes. anv :::oc1:1l benefits thrY mav 
yield generally are prcn-ided at !!f0:"3ly excessi\:C 
cost, and with that cost substnntiallv losr, from 
public view. Sounder policy would i11voh-e open 
regular subsidies for :::oci<1lly defPnsible pnr­
po:>.es, requiring approprintion and expenditure 
actwn. 

Partial exemptions differ in their re1ativc 
e~e~t upon the tax b,ase of variou~ local juris­
diCtiOns. It thus "'·ould be approprwte (as pro­
posed bv the Advisorv Commission on Iriter­
go't'ernn1ental Relations and as actuallv done in 
a few States) for local rerenne losses "result in!! 
from such State-mandated exemptions to be 
made up by State grants. 

We ha.re discussed elsewhere related cmcstions 
raised. by the proposal, now widely hear'cl and in 
a few mstances already enacted, to prm·icle nref­
erential assessment of urban-frin!!e land ~hich 
is used for. agricultural purposeS. 

Our specrfic recommendation relates onlv to 
so-called partial exemptions, and does not cleal 
with exemptions commonly extended to prop-

. ·-If 

" 

erty owned lJy gon:rnments and Ly rel i~ion-;, 
educational. and chwitablr. nr~·,lni;~:ttions ft'l' 
noncommercial pnn"''r::. 1->:r·J~nl! ion:-; oi tb;:; 
n:1tu;·e are :oo wid,·l\- and Jin~1h·'Lnilt into the 
prop('rty tax sy:otPni th:H it j,:; t1mc:tli.:;tie r'l :lll­
t!rip:1te their dimin:1t :"I' or dn 'tie eurtailtJ~l''lt. 
~[orcO\·er, elluns to ::nh-titnte :;nh~idies for tl1r 
property tax excmptit>!l::> of no:1gon·rnm,•J•t:ll 
institutions ''ould l':ti~c 1na ior i:'"llPS of cln;rch­
stnte rebtions and ol' nnt~·nti:1l !!OI'Cl'lllll'-'!lt:ll 
control oYer tradition 1l'h· nri\·~tte · { rhou!!il ':'0-

rinlly or:ented) net i \-it i·t·s.' .:\ onetl!P 1 "~,;, · t]' r~e 
kinds of C'Xf'mprions nl,;o rrcare Jn··,ldem:::. t;S­

pecially when t:1X-C'Xl'111llt proJwrty cr,lnpri"t>:O a 
sizal>le portion of p:1:·ricul:tr taxing juri:O·tic­
tions. The resu]tin~· i npairment of ~he L,':tl 
tax bnse wonlcl not he ,:•J rroublc:Oome it. ''~ ,,-e 
propo::e, urb:1 n ~-onn:ment wrre le"S fn.!!­
melltecl geographic;tlly. ::iome :-:t:ltcs ea::e t1lis 
problem by pro1·idin;r ~pcci:tl !!r:mts or pl~·­
ments in lien of t[lxes to locnl.iuris<lictions \Yl!ere 
major State-mmecl in::talhtions are located. 

Resident:al property ta,c relief 
In some parts of th0 co11ntry, urh:m propcrry 

tax rates are so high th:1t they equ;<l, in eti't>ct, 
nn excise t:u on hou:=:in'! of ::!;j nNcrnt or more. 
Bnt because resirlenti~!'in·opert}· ma],es un ;;;nch 
a large pronortion of the total propertY tax 
La::e. the marn hone for nnv materi:1l cnt in ::nch 
hi!!Il rateS must rest lll!Oll li1Cl'l'~Secl U~e of nt1ter 
re\:enue sources-a ;hift "-hich, as alreadv 
noted, cnnnot be expected to oecur raniclh-. • 

In the me:<Jttime. tl_1e especially ?i1erous. im­
pact of pronert ,. t~l~~~t.~an :~r::)n L.-..,·~-;- ~ill\-.,;-.·~ : ··!. ~-- , - . - -
1J1l:::j ll{:"i'"l'\t'S n~·_l'iif''l/'ll' ~lr,-•l'!l'>'"' qnrt ''"'f'(l" .,~, 

higi1-p~operty'-tax- :,·(:~-te~. c 'l'l~~ };~.~!;i~,;;~ ~f"tl'l'~ 
poor and elderlv are often cited in behalf of 
relatinh· swee.Din!:~ e.xcmntions \\·hich. if 
adoptee( exncerb:1te 'the ditlic;dties 1 as cle;:crihecl 
ealier) due to a. whittlecl-do"'-n property tax 
base . 

.A better appronch already tnken in some 
States focu~cs more ;:h:1rply upon the re<::identi:tl 
tax burdens o£ lo'\1-iLcome families. \Yi:o:con:::in's 
property tax relief system for low-income el­
derly hou~eholck set np in l8G-!. entitles anv 
such household \lith a hmilv income oi nncle'r 
S3.500 to direct State reimbursement for the por­
tion of. its residential property tn.x that exceecls 
a spec1fiecl percentaQ·e of the f:m~ilv iw·ollJe. 
Households til at rent al:oo qn,dify, wi.th :25 per­
ce~t of annual rent tr~ated ns property ta.x. The 
reimbursement fractwns are (Yracltl<tteJ in­
\·ersely with income, so that in"' HlGG rt>fnnds 
rnngecl. from a m~jor P<1rt of tlw pronenv tax 
costs for aided fnmilies with incon\e llnrler 
$1,500 do':U to less thnn one:tenth the property 
taxes of arded hou:::eholds with annual incomes 
of S3,000-80,:1C0. ~linnesota recently enacted 
similar provisions . 
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In 19G7 :\Iichig:an adopted a broad<'r plan, in 
t.he form of a credit against its newlY enacted 
•(flat-rate) State incon1e tax. tinder this plan, 
homt-owners maY dNlnct. from their incnm£' tax 
(or claim cash 1~eimbursement of) a percentage 
of their prop~rty tax payments~ .!!raduat~>d from 
20 percent of the first $H~tJ of property tax clown 
to 4: percent of property tax in excess of 810,000. 
Renters may take similar credits, treating 20 
percent ·of gross rent as property tax. . . 

Oregon oil'ers yet anoth£'r t.ype of relief ~all­
ored to aid poor elderly homeowners._\. qualified 
household v.-ishing: to do so ma~: aYoid. current 
property tax payment by acccptmg a hen, run­
ning at interest, upon its property. The tax bill 
is paid by a Stai.c fnnd~ which is re~mbursed 
from the taxpayer~s estate at his death. 

These nrc examples of less costly and more 
equitable methods than sweeping homestead ex­
emptions or ot1wr disrupti\·e forms of preferen­
tial assessment for easing: the impact of residen­
tial property taxation for needy families. "\Ye 
urge continued imaginative action along- these 
lines) especially by high propert~· tax ·States-. 

.A.nother type of resiclr~nti::tl property tax re­
lief merits careful attention and le!!islative ac­
tion, . especially in Stntcs where- rates are 
rel•1t.iv.,J.\' lti•!l' TJ,i;.; wnnld invnh•en tPil'l!1orary 
nbntenlt:i.tL of the t~~ ~'t·it:1 :.\:.~~.:: .. !'d tc r..1l cr a. 
considerable p:1rt. ~f property ~'>ner;o~ expendi­
tures to rehabilitate older housing. Especially 
where rates are high, the propPrty tax tends to 
deter socially desirable impronments of this 
kind; some owners avoid or postpone repairs. 
rind alterations \Yhich might result in materinl 
tax increases. Desirably, any such tax abate-
ment provisions- · 

(1) Should be limited to relnti\·ely old 
housing, in order to hold the re,·enue cost 
withiti bound::, and to focus upon the most 
critical component of the housing stock, 
and to prevent nbnses (such ns successive-

. staO'e ('Ulargement or improvement of rela­
tiv;ly new structureS in order tO obtain the 
tax benefits) ; 

(2) For similar reasons, should apply 
for only a limited perioCl (perhaps 3, 5, or 
8 years) after any such expenditure is 
made; and 

(3) Should be so designed as not to in­
terfere "·ith sound assessment; 'vhether 
operating through a tax-credit nllowance 
oi· a limited-period p!l.rti<ll exemption from 
tax, the arrangement should not reduce iti­
centi\'es for equitable ns,es:-ment. of nil 
properties at a high fraction of their cur­
rent Y:tllll\ m· pre\·cnt the measurement of 
assessment pl'rformauce. 
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State l('gislation might authorize local juris­
dictions to g-rant. suclt tax abatements, but prob­
ably a statewide sy,otrm, in Yiew of the usual 
ln.yerilif! of locn 1 taxing nrens, would be pref­
erable . .Any kind f!I property tax relief needs 
to be carefullY desnmed so that current abuses 
are not multfplied 'and so that curtailment of 
the property tax Lase is kept within reaso.nable 
bounds. 
(b) ApJlropriate machinery for assessment 

work 
The Co.mmi~sion recommends that the 

States underta!ie an early and drastic over­
hauling of their institutional arrangements 
for property tax assessment. They should 
provide for (1) assessment directly by a 
State agency or, with State technical super­
vision and cost-sharin~, by major-county and 
multicounty jurisdictions "ith a population 
of at least several hundred thousand per­
sons; (2) the elimination of popular election 
as a basis for selecting assessors; (3) estab­
lishment and enforcement of appropriate 
standards of education and technical experi­
ence for assessment personnel; and (4) 
transitional arrangements designed to retain 
for assessment work experienced and quali· 
:fi~d st~ff ~~e~e!!~!~,. ~~ e!!g~~ed. 

Pre>ailing niT:mgements for property tax as­
sessments are ridiculous. It "·onld be hard to find 
any other inherited feature of .A.mcrican Gov­
eniment that is more out of line with modern 
conditions, or that. rerlects a more fallacious 
notion of the nature of the task im-olved. 
The~e arrangements took shape decades ago 

·1vhen . .:\.merica was primarily a rural nn.tion. 
Taxable wealth-in the forn1 of fann prop­
erty-might not unreasonably be 'la.lued by 
local t1mateurs, bu~ such propert.v makes up only 
a small fraction of toclay's p:operty tax base. 

·:Most of the base consists of urban residential, 
commercial, and industrial property, with thrce­
fourrhs of the total >alue locntecl in metropoli­
tan areas. The dinrsitv of such taxable wealth 
is so great, and the factors nirecting its value 
ar'e so complex, that the.un"ldlled amateur can­
not be expected to assess it fairly. 

Important ·new developments--in mapping, 
auromntecf da.ta processing. and statistical nnal-

. ysis-provide tools to deal more adequately 
with many aspects of assessment work. But 
most of these new tools can onh' be used eco­
nomically~nnd efie~ti>ely, if at all, on a large­
scale basis. This is one reason why c.om.petent 
obseners uniYersalJy advocate less decentral­
ized as;;essment . .A~ rep01t preparrd for this 
Commi5sion bv Dick X ctzrr conclw1cd that 
adequate asse;:sing for predominant chso:.es of 
taxable property would require "* ·• * profes-
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sionalizat.ion and adoption of truly syst~matic 
procedures-indeed, full computerization of the 
primary as:::essment process.'' Dr. Xetzer con­
tinued: "The£e in turn imply hrge-scalc assess­
ment organizations. Except in tl1c very largest 
States, this may very well imply statewide as­
scs..'lmcnt; it ~urcly is not con:;istent with as­
sessment di:;tricts ha dng- popula~.ion.;; of very 
much less than 500,000." 9 

This is a far cry from existing conditions. 
Onlv a comparatiYe handful of as.scssing juris­
dictions arc so largE', and only Hawaii deals 
with property assessment ~ntirety throu~h a 
State agency . .As;;essmcnt work no1> is handled 
mainly by more than.l-1.000 local asses;;ing- juris­
dictions, of which oYer DS percent ha>e a popula-· 
tion of less than 100.000.10 · 

This situatioi1 "-o{IId be lc2s ridiculous if the 
task of propE'rty valuation in>ohed the setting 
of basic public policy. If that were the ca~, a 
degree of inefEciency and inequity might be 
viewed as the reasonable price of ke~ping gov­
ernment "clo::e to the people." But. asse-S::;ment 
is a teclmical, not a policym;:king. job. Essen­
tially, it calls for a conscientious eliort to cm:ry 
out public policy, as expres5ecl by laws which 
indicate the kinds of property to be assessed 
and which specify the concept of nlue to be 
applied. TI~ithin this policy framework. the as­
sessor's legal rcsponsibilitv is to do as complete 
a listing and as unifornl. a valuation job as 
~ssible. · 

This does not mean that the assc,;.'Or n~>~>CI not 
C6~r0~~:-~ i~1r1fTn-tfi·,t. "!"' •• ~~~ ,, ... i1 ,,u!., .. ,_\~"~':'~ .. !!i~ 

ta.-,i\. deu~un(is not only technic:ll backgrotmd 
and skill but a high order of inte!!l'it"'· and 
sound judgment. lh1t. his juclr,~ment is -neecled in 
determining how best to carry out the IJrovisions 
that e;overn property assessment rather than, 
by administrative action, to determine what· 
those provisions should he. His proper and 
legally intended role is not unlike that of a 
policeman, who is expected to use sound judg­
ment in handling particular instances of law 
violation but who has no authoritv to decide· 
what particular ordinances and l;ws he will 
choose to enforce from the stn.ndpoint of his 
idea of sound public policy. · 

Two main factors have contributed to mis­
understanding of the proper legal role of asses­
sors, and have permitted or encouraged their 
exercise of policymaking power. One is the 
persistence in !'orne States of pro>isions which 

· call'for assessment and taxation of nrions t>pes 
of personal property that cannot be located 

• Dick Net?.er. Tmpnct of the Property Ta.r: Ef!ect on Hou•­
ln!J, llrlmn Larul ["se, Lonal GCH"fr'""''nt Fir.a•1ce ('J."llP. !'i"n­
tloual Commis~ion on Urbll.n Problems, Research Report 
No. 1).!. p. GO, lOG.~. 

Lo10 U.:-~. BurNlU of the Census, Primarv A••elling Area a tor 
cal Propertv Tazation. · 

-· 

and properly valued witlwut grossly excP;osin 
eifort, if at all. As noted abon\ such pro\-ii'ions 
understandably result in varying d£>grees of 
exemption. through action by assessors. The 
other and more important factor iu\'olves the 

. role tha~ is widdy as~umecl by (or sometimes 
thrust upon) loc:ll a~~es;;ors to determine a 
"reasonable" or •·fc:1siblc~' fraction ·of full 
Yalue at. which property should be oilicially 
a~sessed for tax purposes. · 

Historically, when many States added n, State 
property tax lery· to loc:ll Je,·ies, and were o.iten 
poorly equipped to measure and adjust for 
ditl'crenc~s in lo~al aso:es~ment lcYels, there ''as 
spme logical local incentiYe for competiti,-e 
underTalt!ation. Enn today in some Stateii the 
assessment lenl maY, throu~h stat.utorv liwira­
tions that refer to :i.::se.:;;:ecl ';·aluations: directlv 
atfect the taxing or debt-incurring p-owers o"r 
local go,-ernments. L"ncler such circumstances. 
the as::e;:sor's policy as to asse;:sment level is a 
major budgetary action thrrt is more properly 
handled by local go>erning bodies. 

::\Iany States han souzht to eliminate or re­
duce the ell'ects of dilie'r·in,.,. local assessment 
level~:. by dropr:ing St:-ttc p~·operty tax leYies, 
prondmg equahzation machinery, and adjust­
mg tax and debt limitations and State-aid 
formulas to take account of c1if1'erences in Je,·el 
ascertained throu;:!h assessment-ratio studies. 
\Vith suilicientlv eti'ecth-e etforts of this nature, 
the ofiicialle>er'of a.:;sessment loses much si <Yni11~ 
canrl', l'.xrept in t"o wavs: (1) hv the e1Tcctth:1t 
thP. ltt:-J•,..,j,T ,, • +An ...,, ....... ,:",.. • 1· -'~,.. • 

·,.1 ·-- -·_T w,~._ ~ ..... v .... yv ....... n.-0Ct1JJtl\' J.ILJ.\~ 1111011 

the un-ijormity oj a-~8essment lel·effor inclind­
. ual properties and (::!) by its possible indirect 
. e.ffects upon the bud~etan nolicies of local tax­

ing jurisdiction~. The fii'St of these noints is 
· m<?re ·fully d_iscussed later. The second may be 

briefly exp lamed here. · · 
For the propert> owner who faces a tax bill 

equal to wme fraction of the current value o£ 
his property-say 2 percent-it shoul'd not 
matter whether the amount due hns been fi[!ltrccl 
at it high rate arrainst a low as;:;essment""lenl 
(say an 8-Pet:cenfrate against 25 percent of fnll 
>alue) or dtrectly (n, 2-percent rate on full 
value). A switch from one basis of billinO' to the 
other should not really disturb him, as lonr,. as 
the sum he is expected to pay is not increa~ed. 
The same might be said for all taxpayers in a 
particular jurisdiction: if ntlnations and 
official levy rates change in mutually offsetting 
fashion, nobody would experience anv chan;e 
in his tax bill or his relative share of the are~s 
total tax. · 

But the situation ·is muddied in the public 
mind because the same o1lidals do not set assess­
ments and levy otTicial tax rates, and because of 
a difference in t~ming for these steps. Assessors 
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determine nssessment:::. electin local g-o\·erning 
bodies levy the rate:::. The;:e gonrnin~ oilicials 
are undcr;:tancbbly lw ppy if the asse~"ment base 
grows as rapidly as their needs for property tax 
re\enue: this permits them to ''hold the line" on 
tl1e official tax rates. Enn if the total ns:'essment 
increase results from an upn-ard aclju:::tment of 
earlier \aluations (rather than only from new 
impronments) so that individual tax billinqs 
are increased, the tax 1-:y·ying bodies may avo'id 
some of the criticisn1 that would rcsnlt from an 
equivalent tax rate incrca:::e. The a5st>;::;::or, sim­
ilarly, has an interest in letting any bbme .for 
higher bills appear to result from trrx le>ymg 
rather than from a;:scssing nction. Thus local 
assessors-most of them popularly elected­
h:n·e found it difficult to move traditionallY low 
lenls of assessment up nerrrer to fnll n1arlwt 
Yalue. Given the political realities, in bet, it is 
rather remarkable that asses::ed Yaluations in 
most pnrts of the country haYe apparently kept 
pace-although at n fractional leYel-'ldth the 
rapid rise in market nlue of taxable r~alty dur- . 
ing the past decade. · 

As n net result. the exercise b~ assessors of 
policY decisions on the fractional'lenl of nlri­
ation·s probably cl0es influence the spending and 
taxing deC'isions of local !!"O\·emin!!" bodies. e~en 
when~the lntter are not closelv bour1d lYI tax and 
d~.~t !:!~~t~~t~,,., ... 1 ,, ... ~:cr,~ ~~!t...,. 1'lt:1~1!c:s lin1ited 
understanding oi the real nature vf tii..: property 
tnx results in a split in bnd;rctary responsibility 
and contributes further to the buC'kpassing pre­
viouslv disC'u::;;:Pcl in connection y,-ith the hwer­
ing- :u1c1 multiplicir> of local ,!!Onrnments. · 

\Ye urge a clarihC'ation of the basic policy­
making role of local !!"O>'erning bodies, as dis­
tinct from the ministerial task of the assessor. 
.Technical skill, rather than politiC'al popularity, 
should be the prime requisite for ns:ocssors. The 
States need to mon ns Yigorously as po::sible to 
eliminate inherited prodsions for election of 
nssesc:ors, and to pro,·ide imtrad for their ap­
pointment in accordance »ith State-set qualifi­
cation standards. Action in this direction should 
include transitionnl ]H'OYisions designed to at­
tract and keep compdent assessors who h:we 
preYiously been ,chosen through popular. elcc-. 
tion. 

· (c) 1\Ioving toward full value assessment 
The Commission urges that the States 

reaffirm the principle of "full value assess-
. ment" which in a majority of instances is 
expressed, directly or implicity, in their pres· 
ent constitutions and property tax laws, and 
that they take sicps to assure the most rapid 
possible progress toward substantial com· 
pliance with this principie in ofiicial valua· 
tions for property taxation We also strongly 

ur!!"e that the States retain and apply, with­
out impairment, the long--csta hli:--dtcd and 
generally accepted legal principle that prop­
erty subject to gcn~ral property taxation 
should be assessed as uniformly as possible 
in relation to its m~rket value, irrespectiYe 
of the income status of particular property 
mvners and of the past or present income 
yield of particular pieces or types of prop­
erty. 

The first portion of this recommendation. con· 
ccrns th(' pre;·ailing practice of "fractionnl as­
s-essment.~~ In all !Jut a handful of States, taxable 
property is typically assessed at lcs~ than half 
its current market ;·a luc. and the natiOnal a.ver­
a!.;e lcYel of nsse:::.snwnt is Jess than one-third of 
full value. Fractionrrl asse:osment contributes, as 
noted earlier, to the undesirable split of local 
bml!!"etarv policv between asses<:ors and respon­
sible tax:lerving !Jodies: it contri butcs to the 
uncertainty 'ancf onerous eil'ects of State-pre­
scribed limitations on local indebtednc:os and 

. property tax rates; and above all it increas~s the 
likelihood of !!"ross discrimination of assessment 
among ;·arious classes and among indiYidual 
pieces of tnxnble property. 

The argument for the closest possible ap­
proach to full-value assessment does not rest 
upon the premi.-:e that this would incr('a:::e the 
~,~·,:.·:_: l~~;.::.:· ;·~.-.;~-- ; .. ~-~;7'","-rtv t:l~!lri~n (~hi~h ~~ '''ot_!l•l 
not directly do). -uut· there is alll ple c\·iclc:r.cc m 
careful State studies and in Census 3f Govern­
ment surnys that fractional assessment, by 
mucldvin!!" the water and mislencling the tax­
paying public, greatly increases the clikelihood 
of exc:cssive variations in assessment level for 
indh-idual properties. 

. The reason is evident when one considers the 
attitude of a property on-ncr under rather typ­
ical circumstances. ,,~ith a home he considers 
worth about :3::!0,000, he may think he is getting 
a. break to find it officially assessed at only $7,500. 
If he is well versed enou!:!;h to have heard that 
as::essments in his area 'are claimed to be at 
around 40 percent of full n 1ue, he still feels 
that he is doing all right, for this would sug­
gest an ofiicial estimate of sa1es Yalue for his 
house of less than $10,000. But if the general 
average lenl actually is only 32 percent, his 
assessment is really out of line upward ( tnking 
the owner's estimate of mnrket. value as sound) 
by more than one-sixth. The eiiect is the same-:­
if there were rrn efiort at full-value assessment­
as though this pari.icular h6use were being offi-
cially varued at $23;-137. . J 

It may be argued, of course, that the inequity 
in this case results mainly from misrepresenta- . 
tion of the pre\·niling le;·el of nluation, and 
that the results sought with full-value a..-se.ss-
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ment could Lc Sl'l'\'Cd as well by ~~ \'111!! wi(lc 
publicity to the fraction that actually i~ being 
nppli~d. ~om~ States h:we takt•n useful steps 
in this lhrectwn, and all should do ~o. as we 
recommend below. Howcn'r, the ar~ument can 
Le turned around to ask: \Yitat is .!!:tilwd by the 
extra complication of using a publicized frac­
tion, rather than dealing 1n terms of C'mrcnt 
market Yalue, which has more dired mca11ing 
for ordinary property omwr~? Only t"·o 
:lllS\H'I':-> ha \"l' an~· real underlying Iogie: ( 1) 
Since ntlnation cannot Lc absolutely precise, 
nnu manv owners' idPas of vrrlne mav he ::omc­
whnt ex:i'·!!!!CratcLl. direct nse of m:1rket. valne 
nssessme1iCmight ·stimulate an unm:mngeable 
flood of taxpayer appeals: and (~) fractional 
assessments are so ingrained in property owners' 
attitudes and local taxin!! nrran!!ements that an 
abrupt shift to fnll ,·ahi"e would be politically 
impossible a:> well as Hnancially disruptin. 

The first point suggests an anS\Yer alon!! the 
lines of recent California leg-i:;lation, by "·hich 
taxpayers who wish to appeal a particular as­
sessment must be prepared to demonstrate that 
it exceeds by more than some lAgally s;>eri,fied 
fractzon the assessment. lenl that is cillcially 
stated for the particular area. 

The second point aL:o cle~en·e:; careful State 
provis.ions to enlist public mHkr:'tnndin!! and 
support for nuv significant shift to,varcf" full­
\alue assessmetit as' well as related adjnstmet1ts 
of laws and practices which ha,·e been based 
upon pre1ailing fractional assessment . .A mini-

. ' . . .. . . ~ , . ., 
UIUlll :staJ•. 111 tlll'> Ollr'l"tt0tt "'"'"t iu\•'!ltl re-

porting to each property mn1er not only the 
assessed Yaluc but also the assessor·s estima.te of 
the full ,·alne of his prnpertv. Tlds is alrendv 
done in some areas. An important related :::ten 
would exprc;;s the actual ftJ.JJ in relation to fnll 
value ns well ns in relation to the fractiona.l as­
sessed value. In California (which now re­
quires counties to aim n.t an asse.ssment le,·el 
between 20 and 25 percent. to announce the 
local official ratio~ and to achieve n. 2;)-percent 
average b}: 19il-7:::!) the following p)~n has 
been· dcscnbed as a means for tr:ms1t.Ion to 
100-percent assessment: 

The first step was to be the attainment of n 25-
percent ratio • • • ~o that the nmnerou~ ~tntutory 
changes in tax-rntP limits, <lebt limits, and tht> like, 
that would hnve to he marie \YOuld opernte with sub­
st:mtinl uniformity throu~hout tlie StntP • • *. 

i'hen there wns to be set out on the tax iJill the 
full value as well ns the assessed value at this 2i:i­
percent level. The tax rate WI\!! to he expre~spd both 
as a rate 1•er hundred dollars of n~><P~>'Prl vnlue and 
as 11 rat£> per thousautl t!ollars of full ·mine. This 
arrongrment was to last for a periorl of 4 y"'ars 
so that people \voultl heeome nccustomecl to this new 
stntctuc>at (I[ a t:•x r::te * ,. *. 

Alter the 4-year transition period. dnrin~ whlt·h th£>re 
would be ample opportunit~· to locate nil stntntor:l" 
provisions tliat llee!lc!l to be confomwli, tile :!5-pe~-
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cent nssP~<smPnt !Pvel and the rate JH'r litmrlrf·rl rlol· 
Iars woulrl loP al•:mdonPd. ami thP full Yalue won\d 
become tht> n~.,,·~~etl vnluc to whkh n rate pPr 
thousand tlollars wonlrl he applied. • • • Thi,; is n 
dl''·iec tl1at l":lll f,p il!Jp! ... nentf'Cl to :v·hicn' a 100-p~r­
ct'nt ns~l'~~mrnt lt'Vl'i with not only full protection of 
the taxpayPr. but greater protection of the tnxvayer 
than he now lln:<." 

The second portion of recommendation 6( c) 
.refers to the basis of ..,-aluation that should be, 
us<~cl for proJwrty taxation. By definition and 
long .. standin!! .American tradition. such a tax 
is and ~houlcl lw brtsecl upon value: As used Lr,v 
economist~ and the court.::. value means "·hat 
a property will sell for in al1 informed and opPn 
market. Value is not unrelated In a propertv·s 
income yield, but it is znwpectiuc income rntl1er 
than pnst or current yield that matters. And 
prospcctiYe income can take either of two 

. forms-n. recurrent rental return. 0r an in­
crease in the market ,·nine of the JJropertv it­
self. If all this \\·ere not the ca~e. urban Ya.cant 
lots 'muld be worth !wthin!! to their owners. for 
in their existin!! form the,;- vie]cl no current in­
come hut invoh·e onlv a ·recurrent. cost in the 
form of prope.rty trrx. However~ like common 
stock sh:u·_es of companies that h:1ve paid no 
recent chnch:~ncls but still arc bou!!ht and sold 
in the stock market, urban Yacant-lots do have 
n. vnlue, based upon expectations ot' their futuro 
worth for income-yielding purposes, as dis­
count~d back to the present time . 

. All this scC>;~ns ,clear and widely nc~eptnblc 
\nth regard to uro:m ~·ac~nt lets; it is scl:l~m 
,.,'9',.,.,..,.; .. , ... , ...... ..... 1 . ..,l .. --0 ..... ,. ........... -l ........ ~ 1 ~1 i.... .... c ........... Y""'' ........... i 
'":.o.l"':!'-'"'"' ._. ... u."' &..'' '-'.&.l !".&. j •\.!. l.,'lo U!~0u \..... "-''-' ... ~-..lU,f"V ...... \.t. 

J~·o~n property ta.xation because it is not pro­
ndmg n. current meome. In contrast. however 
there is considemLle puul.ic SYmn:ttln: for farm~ 
ers in urban-fringe areas wli? fl\ce ri;;ing prop­
erty tax costs ns their land mcreases in valne, 
and sympathy :tl~o for owners of single-familv 
house~ on l~ncl which is rapidly c011verting to 
!nore mtensiYe urhan use nnd therebv risin!! in 
1t~ legally taxable value. These n.t.Litndes ha \·c 
stn:nl!!.ated various tJ:'pes of proposed "tax 
relief' mea~nrc>;;, partiCularly to ref[uire that 
property hemg used for ngTiculturn.l purpo;;es 
be assessed only in terms of its value ns so used, 
rather thnn according to its market value. 

\Ye consider such cliscriminn to1": provisions 
undesirable, and inconsistent with 'etiective nd­
mil~istrntion of the property tax on an equitable 
basiS. They con::;tituto nn etiorr to use the tax­
ing power to bins and delay the etfect of normal 
market forces in determining the economicallv 
best ~tse of land. Li_!;:c other broad types of ex­
emptwns or sw:cpmg forms of property-tnx 
rC>hef, prrfC>rent1al a:::sessment of agricultural 

11 Rem:~rks hy Ron3l<l B. W'~lch, In Tn:t Institute of 
America. The l'roplTI!J Taz: Problema anti Potetltlala (1967) 
Pl'· l:{ti-U7. • 
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frinrre land not onlY complicates the difficult 
prolJcm ·of fair nlti~:tin;\: it acrt;:llly inYoln>.:; 
a potentially costly nnd ltard-t<?-measurc !'lub­
sidy at the expen::e of t l.1c rf'st .of tl.''; prop~rty­
owning public .. A11<.l tlns subsidy IS cspccmlly 
generous to those properr~· o\\:ners whose hold­
rngs arc most rap1clly nsmg m Yalue, as a. re­
sult of population g-ro\Yth, urlmn expanswn, 
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and community-pro,·idcd facilities. . 
If it is true. as some ad-_·ocatcs of such legiS­

lation argue. that city d wellcrs st :m<l to bene­
fit by the pre:oervation of nearby 0pen or green 
spaces; the ·size ancl placc1:nent of such. areas 
should Lc directly determmecl Ly publlc ac­
tion rather than· nt the ''him of indindual 
property owners recci,·ing preferential ta.x 
treatment. Furthermore, the fact that a parti­
cular owner \Yi:ohcs to u:;:e property in a man­
ner which yields little or no current cnsh re­
turn docs 11'ot justify special treatment or tax 
abatement. The snmc IS true for all owners 
of urban· Yacant lots. 

Some proponrnts of this and other kinds of 
property tax relief argue that nlue-Lased taxa­
tion is inherentlv unjust and confiscatory, and 
that it should he rcpiaced as full_v ancl. rapidly 
as possible by ~ax_atio~ ~1p01~ pers~nal mcomes. 
"'e share their 1mphc1t VIew tilat property 
taxation has inherent defects \~hich make it. un­
desirable as a predominant tnx form, as indi­
"'!l:t~a !~ .. ,· ~!!~· ~:·~:--.::.<~. ~:--.---.~1nr .. ~en(l,ttion for Jc .. 
~mphas'is or pr~perty ~axatiou in Stat~ a~d 
local rrovernment fin:mcmiJ. However. action m 
this direction needs to be broad and fundamen­
tal rather than highly selective and prcferent~al 
in its form. Furthermore. a lthon~·h ncr::on:1l m­
come is wiclelv reg-arded i1s the p-otentially. hi_r­
est base for taxation, major cliili~ulties ari,e m 
reaching and measuring it ?11 an equitable basis. 
In fact. one of the most serJOU!'; (amllargcly un­
solved). problems of personal in~omc taxnt~on 
involves its faultv coverai!e of mcomc >Yluch 
takes the form oi' increrrsed value of property 
holdings rather thrrn a current m~ne:· flow. 
Since the property tax, properly drs:gned nnd 
administered, docs reach such taxp:1ymg capac­
ity it may be rerrardccl as a useful ancl clcsiraLle 

' "" . 1 l' part of a revenue structu~e winch a so. rc Ies ex-
tensively upon personal mcome taxatwn. 

(d) Conduct and publish studies of assess­
ment ratios 

We urge that (1) the States rcr~ularly carry 
out careful scientific studies of the relation­
ship of assessed valuations to market value 
of taxable property; (2) that finding-s from 
such studies, in the form of averages and 
measures of dispersion for various assessing 
juridictions, be published with background 
infoi·mation about the methods used in their 

development; (~) that the States also rc~u­
brly dnclop and publish other informatiOn 
concerning property taxation, includin!f data 
concerning tax icYics and rates for partJcu!ar 
local an:as: (-0 i!1at l'ongn•ss amend sectwn 
701 of the Housin!! Act of 193 t so as specifi­
callv to autlwrize Federal aid under that sec­
tion. for the financing of State studies of 
property tax assessment ratios; and(~) th.at 
the U.S. Bureau of the Census mamtam, 
strengthen, and improve its assembly of data 
re!~:arQing t:1xable property v~lues and ~ro~­
erty tax rates, in connection with the periOdic 
Census.of Governments. 

The first three of the~e specific propo;=als con­
template an extension and impronmen_t of ac· 
tivities now bcin!! crrrried on m a considerable 
number of Stares~ ~\.s has Leen indicated abo\·e. 
many of the faults of th_e pro.rerty tax as it no:' 
operates can he traced to maclequate public 
knowledi!e and unclerstandin[!,'. The most im­
portant 5inglc tool for impro,·e·I:len~ ~s "full dis­
closnre~'-including public a,·ailr:.bll1ty of chta 
reQ"ardini! lcnls nnd rariations ofproperty as­
sessments. ,~arions States alrcach conduct \\Cll-

l)larmed and careful assessment ratio studies., 
)Ut in some in;;:tanccs the findings arc only. used 
';aclministratin,h·"-for example, as a bas1s for 
State equalization actions nnd to add::e and as­
si~t lccr~.l [t~ .. sr.::_::.nr:-·. 'rLert-. ~Yrf· ~-~, .. -,~~·!·:--·{ 't!~r1· .. 1_,le 
rc~<l"''r"' '' l1y a .:.;Late property tax agency may 
be reluctant, "·itl1out specific legal man~ate, to 
pnbl icize ::uch Jindings: not only hecauE~ 1t must 
maintain er1'ectiw w·orking relation~ w1th l?cal 
asses;::ors. who commonly arc electire offiCials, 
but al:=:o ·bccanse of a fear thnt taxpayers-or 
e\·en the courb-may attach more precision to 
the dnra than is entirely justified. The latter 
problem is eE'pecially likely to arise \\·here local 
asscssini! areas ~re so small thnt they hare only 
~ fc',r pi~operty transfers t~ inclica~e the prcva~l-
111!! 1enl of as,;:e.~"Inent. Erer. aside from tlns, 
tl1e rcsponsiLle agency mny face a difficult t~sk 
in pro,·iding a meanin,!!ful nnd ~<::curate descrip­
tion of the nature ot ns finclmgs, and of the 
teehnicallimitations \vhich apply. 

Nevertheless. as the experience of some States 
clear] v shO\YS. "full disclosure" is a desirable 
polic:-:, which ~s lik~·ly to op~rate in ~hc.p_ublic 
mtere;;t, espccwlly oy enablmg the mcl!nclual 
taxpaYer to compare as~es"ments for his own 
holdi1i!!s with an ol;jecti,·ely measured "anr­
agc·~ for his conmmnit~·, and to obsen-e how his 
ai·e:t compares "·ith others in the measured de­
rrree of as;,essment uniformity. There should bo 
~xplicit l:i!rrl requirement for the publication 
of ratio-sti1cly findings. 

Xumrrous St:1tes also assemble and issue data 
on local grn·rrnment finances, often including 
figures on asses..::;eJ. valuations, as well as on 
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propetty tax levies nnd rnte.s. "With some notab1o 
exceptions, these publit:ations leaYe a great deal 
to be de>sirecl from the standpoint of pu!Jlic in­
format ion: )fany oft I. em haxe b.:cn uncbanged 
in ~nh::t:mce for dcc:ulrs: many arc extrt:mely 
detailed and dull, be king in clear dcti1~itions of 
technie;tl terminolo!..n,', tardv in issuance. and 
othcrwi:::c faulty. "'c. urge "~idesfm:>nd all(l vi.!!­
orons cll'orts to improm and modernize such 
State reports, to make them more useful for 
public information concerning property taxa­
tion and local !!:O\·ernmcnt finances. 

The FederaC Gowrmnent. should encoura!!,'e 
and supplement such desirable State l'll'orts. 'in 
particular by· prO\·iding the relatin~.]y m0dest 
sums needed to extend and strcn!!.'then re!!.'uhtr 
Slate studi0-; on as:::cs:::ment len~is~ and bv- con­
tinuing and imprO\·ing- related Federal ~c;tatis­
tical efforts throu!!.'h the periodic Census of 
Go,:crnments. This~ lntter undertaking has al­
ren~ly bflen extremely valuable. not only by pro­
vidmg benchmark dat::t on taxable property 
values and property tax rates but also in dem­
onstrating elfective 1"amplin!!.' and sun·ey tech­
niques which can also be applied in more fre­
quent and detailed State surveys regarding 
property tax assessments. 
(e) Machinery for taxpayer appeals 

We recommend that those States which 
. have not done so undertake an intensive re· 
·view of their existing- machinery for assess­
!!!~~!!:'~~-!~~ ... ,"!::.:-:~ ~7:- ~::a! .. O.li~ ~ !,i-r t t h ~v •YttJ\'e 

Pl'Omntlv l'O nrnyiri<> !lriea,..,fc ... n .... c~~fts SO 
.... .. 6.'" ..... -··- -- 1:""""" .......... ,, ........ "' 

that taxpayers can obtain, without undue 
delay or expense, the protection to which 
they are entitled under the uniformity pro· 
vision of State laws nnd the equal protection 
clause of the 14th amendment. Such iegisla­
tion should specifically provide that the tax­
payer may use as eYidence in appeals the 
findings of State studies of assessment ratios 
on the issue of whether hls assessment is 
inequitable. 

This recommendation is intended to supple­
ment and support our proposal for a "full dis­
closure" pohcy with regard to property tax 
assessments. It rests squarelv on the proposition 
that greater equitv in propern· valuation will be 
most widely and ·rapidly achieved by enlisting 

. " 

the self-interest of individual taxpayers. 1 n 
ma,1y States, existing prods_ions for rc;·icw nnd 
appeal of a~~essmPnts arc lt1 '!hly deficient, and 
in :-ome in~tances the\· im·oh·c illlproper ewrci:::e 
oi an appellate role by agencies or oJlieials that 
participated i1~ the ori~innl setting of a:::;:ess­
mc:nts. Gi\·en the ·broad s,,·eep of the property 
tax, and the diJlicult problem:: of valuation it 
inn>h·es, some mio:tnkes are inevitable. enn 
with a compctt>nt and well-intentioned asse.:;s­
mcnt statT. Oflici:tl etl'orts at Nntal treatment 
need to be bucked up by the ''rnitomatic polic­
in~'' that can re::ult from taxp:tyer access to an 
eilcctin~·mechani:om for ao:;:;r,~~mcnt appeals. 

lYe urge wiclC='Pl\'acl attention to mod0rni7.ed 
pr·o\·isiom for tax rede'' anrl appeal which h:n·c 
been established in some Stat02, and to proposed 
le!!islation on this :::nbiect which has hcf'n 
dr~1ftecl bv the .Aclvisorv "commission on lnter­
go\·ernme.ntal Relations. 
Property ta.'C collection 

One unfortunate a:::pect of propertv taxation 
involns the manner of its collection; nearlv 
everywhere in the form of semiannual in,:tali­
ments. For many taxpayers, these periodic 
charges undoubtedly represent by far the larg­
est bills they mu8t meet each war. The blow is 
generallv spread for tho:::e who are btiving nron­
l'rtv on ~n amortized-mort!!fl!!.'fl basis. bv nclcli­
tio;l to thE'ir monthly installments. Ho~·e~'er, for 
the large nnrl ~h:1l'!"il::) gro';';"!n,:r ;:.m:r.!::;;:r ..:,f 
other propcrty-vo.:L.r.l>,g l:".l.fm.' t.-1 ;;., there i~ rnre[y 
any alternative to lump periodic payments. 
This seems not only undesirable but unneces::,u·v 

_in a society which collects other major tnxe·s 
mainlv on a ''flow'~ ba,is (including withholdin(Y 
of most income tax amounts, even though such 
liabilities are also set annually), and which in 
the field of private consmnption has widelv ap­
pliPd workable means of installment pav.ment 
for large purchases-perhaps even to the· point 
of excess. 

Collection on a more frequent basis would, for 
many property owners, greatly reduce the in­
convenience and pain of the property tax. We 
urge responsible State and local officials to ac­
cept the challenge and to deYise acceptable pro-
cedures to deal with the problem. . 
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