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ARCHIBALD S,. ALEXANDER ( Chairman) : · La.dies and 

gentlemen 9 I have a brief ope.ning s:l;atement which I would like 

to make cm behalf of the Commission and the Advisory Committee .. 

We want. to welcome the. public to these public he.arings o 

They are being held in accordance. with a notice which has been 

given to the press and mailed fairly far 9 and I would like to 

put that notice in the record 9 dated April 10., (Seep .. 58) 

That.notice states that the hearings are under two 

Joint Resolutions 9 one of 1961 and one of 1962 9 which assigned· 

the two questions state.d in the Notice to the Tax Policy 

Commission .. 

The members of the Ta.x Policy Commission present 

besides myself as Chairman are~ Mr~ David Yunich, Vice 

Chairman; Former Senator John Toolan; Senator Wayne Dumont; 

:Mr o Malcolm Davis; and lYtr" .Elmer Matthews will be here in 

a moment". Mr. James Kerney9 . Jr,,·~· the other member v will be 

here tom.orrow as he is away todayo 

Now I am not quite sure how many members of the 

Advisory Committee are here but I shall identify them - at· 

least I shall call them and those who are here if they would 

be kind enough to stand up~ Dr., Ashby of Ridgewood 9 

.Mrso Clark of Nutley\) Mr., Hearne of Ridgewood~ Mro Leuchter 

of Vineland~ Mr,, Lienhard of Metuchen 11 Mr" Margolin of 

Morristmrni, Mr" Nickerson of Short Hills 9 Mr 0 Nixon of 

Vincentown 11 ·Mr .. · Saul Stetin of Paterson 9 and Dr., ·watson 

of Cranford.. Also = I se.e him so often I didn vt recogn_ize him -

Karl Me.tzger of New Bruns.wi.cko 
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Now .the procedure will be .that the witness will go to 

the lecternl> if· he. ·will,· and try. to speak into the microphone.o 

The proce.edings are being reqqrded so i:1:iat anybody who misses 

part of it can in due course get a.transcript and.find out 

what he or the other pel'."son sa;Ld., 

We are going to be as informal as possib].e but at the 

same time there are a great many witnesses who want to be 

heard and, therefore!) it will-help if those who can will 

adhere. to the 15 minute oral statement rule and. file any 

additional statement with us~ 

So far as questions are c.oncerned, any member ~f the 

Tax Policy C9rmrdssion or the Advisory Committee is, of course, 

free to ask questions. I suggest that they be questions for 

clarification rathe.r than argument be.cause, I .think I speak 

for all of my colleagues here., the. fact that .we. hear something 

and donvt say anything doesn't necessarily mean that we 
.• 

agree with ito 

Now the scl:ledule has been arrange.d, so far as possible., 

to suit the convenience o:f the persons who desire to 

appear., So it may not seem to yoµ to 1:lave as much logic and 

sequence as it might otherwise have had,. We thought it was 

more important to accommodate the ind;i.v:ici:ual.,· 

We will hear.everybody we can today, tomorrow and on 

Friday, and shoµld there. be a desire .o.n the part of other 

people to be hea.rd later, we will have later hearings, but 

we will do all we can today, tomorrow and Fridayo 

.I think I can close by saying that all of us on the 

Tax Policy Conunission and all the members of the. Acl.visory 
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.. Committ:_ee ll.ave OJ,le pur:g>O!!e, pil~_Y:-and that is--~~ ,tr,}" t(?,. ~~alrze _ 

the problems referred to :!1s: ,and: .after 'tlear;ing wha½ _ is sai_d and __ 

dis.cus-sing \it -among. ou:r,~~)~v.et;;, coming_ up w.i th .-the 'l:>~:s~ r~,p~u-~ _-

we possib:Ly c_an,. 

- In seme respects having these public heari~gs, .having 

the public g~t a _ch.a:nge tQ express _ itir views,- divergent .as ther 

probably will b_~, · and having the Advisory C~rpmittee -- ;n 

ad~ition to the Tax_ PQlicy Connnissio'tl greatly enlatg·es the 

scope of the Tax Policy Commission 11 s ·_ busine.a~ and I think will 
·, 

give_ us some :of the_ best £eatli~e~ of the ~ax cenventio'tl. · 

· We have 01>en mi11ds, - aJl of- us 11 ev~n tho1:1-gh some of us 

have already gi_ven some vi'ews on the suijeet~ -T tnl.nk we all 
·. ···. . . : ·:··. . .· ' ,, .. 

want to hear the e.videp.ce. and hear the .views expressed br 
people and then reach our-cc;,nclusion .. 

· I should now like te> call the first witness who is 

Mr .. Leon~d Best of the Committee for School_S;upport •. 

LEONARD Eo BEST: My name __ ~s Leonard E .. Bestt my home 
. . ... 

is . in Su~i t 1 ~nd my _ oecupatio~ _ is J?res_ident -of the' :Best 
- I 

Penci_l Company i1:1 Springfield... As Chairman of the New. Jersey 

Committee for School Support, I. deeply apprf!ciate this 
':, ; ·'· ·. ·'. ·, . . ·. . : .. . 

opportunity to state .our reason!l, f_or urging · Stat_e., of New· 

. Jersey to increase its ffnancia1 help to local $¢hools 

through the useof•broa.4-based taxes .. 

Ten State organizatie>ns are members of our Committee' 
' ' . . . '· . 

and endorse.our efforts .. These organizations are.the, New 

Jersey Region of the Nati~nal Ceuncil of Jewish Women, .... The 

New Jersey State Grange, The New J~rEJey Cot1g_ress of _ Parents and 
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TEACHERS,~ THE NEW JER$EY STATE LEAGUE OF. MUNICIPALITIES, - THE NEW JERSEY EDUCATION 

ASSOCIATION, - THE NEW JERSEY LEAGUE OF WOON VOTERS, - THE. STATE FEDERATION OF DIS-

TRICT BOARDS OF EDUCATION OF.NEW JERSEY,• -THE NEW JERSEY STATE BOARD OF THE AMERICAN 

ASSOCIATION OF UNIVERSITY WOMEN, - THE NE~'i JERSEY FARM BUREAU, - AND THE NEW JERSEY 

SCHOOL SUPERINTENDENTS ASSOCIATION. 

SPECIFICALLY, WE SUPPORT THE INCREASES IN STATE SCHOOL AID EMBRACED BY ASSEMBLY 

BILLS 91 and 92 AND THE SIMILAR SENATE BILLS, S-71 and 3~72. INCIDENTALLY, IT IS 

SIGNIFICANT THAT THESE-STATE SCHOOL AID BILLS ARE SPONSORED BY 14 LEGISLATORS FROM 

NINE COUN'FIES. A-91 and S-71 WOULD RAISE THE FOUNDATION PROGRAM ON WHICH STATE 

SCHOOL AID IS BASED FROM THE PRESENT $200 PER PUPIL, TO $JOO. MINIMUM AID WOULD BE 

INCREASED FROM $50 TO $75-PER PUPIL. AID TO SPECIAL CLASSES FOR THE PHYSICALLY AND 

MENTALLY HANDICAPPED WOULD GO FROM THE PRESENT $2000PER CLASS TO $3000 PER CLASS. 

ASSENBLY BILL 92 AND SENATE BILL 72 WOUW INCREASE THE BASIS FOR STATE SCHOOL 

BUILDING AID TO LOCAL SCHOOL DISTRICTS FROM THE PRESENT $30 PER PUPIL TO $38 PER 

PUPIL. 
WE ESTIMATE THAT THESE STATE SCHOOL AID BILLS, IF ENACTED FOR THE PRESENT 

SCHOOL YEAR, WOULD HAVE PROVIDED AN ADDITIONAL lOO MILLION DOLLARS TO HELP OUR LOCAL 

SCHOOL DISTRICTS WITH THEIR SCHOOL COSTS. SEVERAL OF. THE ORGANIZATIONS ON OUR COM-
) 

MITTEE ARE WILLING TO FURTHER LIBERALIZE THE. STATE SCHOOL AID FORMULA. ALL THE· 

ORGANIZATIONS ARE WILLING TO SUPPORT BROAD-BASED TAXES TO THE EXTENT OF PROVIDING 

AN ADDITIONAL $100 MIIJ.ION DOLLARS FOR INCREASED STATE SCHOOL AID. 

THERE ARE SEVERAL REASONS FOR OUR ~lUPPORT OF INCREASED ST.ATE SCHOOL AID AND 

THE TAXES TO MAKE IT. POSSIBLEw 

GREATLY INCREASED BIRTH RATES HAVE FOR,CED SCHOOL ENROLLMENTS TO CLJ:MB FROM . 

64J,08J IN 1950-5l TO OVER 1,100,000 THIS YEAR~ EAC}IYEAR OUR-SCHOOLS EXPERIENCE 
- . . 

AN INCREASE OF OVER 40,000 STUDENTS AND OUR P~SCHOOL AGE CHILDREN WILL GIVE OUR 

PUBLIC SCHOOLS A NET ENROLLMENT INCREASE OF OVER :200,000 WITHIN· THE NEXT FIVE YEARS. 



THESE ENROLLMENT INCREASES HAVE REQUIRED LOCAL BOARDS OF EDUCATION TO BUILD 

100 MILLION DOLLARS OF NEW BUILDINGS EACH YEAR OVER THE PAST SEVERAL YEARS. MOST 

OF THIS MONEY HAS BEEN RAISED FROM LOCAL PROPERTY TAXES AND IS REFLECTED IN THE 

INCREASE IN LOCAL SCHOOL DEBT FROM 370 MILLIONS IN JUNE 1955 TO 745 MILLIONS IN 

JUNE 1960. THE CURRENT FIGURE IS SUBSTANTIALLY HIGHER. 

SCHOOL BUDGETS HAVE INCREASED BETTER THAN 200% SINCE 1950. IN RECENT YEARS 

MOST OF THE ANNUAL INCREASE IN SCHOOL COSTS HAS COME FROM LOCAL PROPERTY TAXES. 

FOR EXAMPLE, WHILE THE STATE WAS PROVIDING ONE OUT OF EVERY 9 DOLLARS IN LOCAL 

SCHOOL COST INCREASES BETWEEN 1957 and 1961, THE LOCAL PROPERTY OWNER WAS PAYING 

THE OTHER 8 DOLLARS. THUS EACH YEAR THE PERCENTAGE OF LOCAL SCHOOL COSTS PAID BY 

THE STATE DECREi-1.SES. NEXT YEAR IT WILL m: LESS THAN 18%. INCREASES IN STATE SCHOOL 

AID FROM 1960-61 TO 1962-6.3 WILL AMOUNT TO ABOUT 9 MILLION DOLLARS FOR THE TWO 

YEAR PERIOD. LOCAL SCHOOL TAXES FOR THE SAME PERIOD WILL SHOW AN INCREASE OF 

ALMOST 80 MILLION DOLLARS. 

EVEN WHEN vIB INCLUDE THE STATES CONTRIBUTION TO THE TEACHERS PENSION FUND, THE 

STATE OF NEW JERSEY PAYS ONLY 24% OF SCHOOL COSTS. THIS COMPARES TO 51% IN 

PENNSYLVANIA, 42% IN NEW YORK AND 80% IN DELAWARE. NEXT YEAR THE AVERAGE STATE 

SCHOOL AID PER PUPIL IN NEW YORK STATE WILL BE ABOUT $316 PER PUPIL WHILE NEW 

JERSEY'S SUPPORT OF LOCAL EDUCATION .FROM STATE TAXES WILL AVERAGE 92 DOLLARS FOR 

EACH CHILD. 

OUR CURRENT EXPENSE SCHOOL AID FORMULA HAS NOT BEEN CHANGED SINCE 1955. MORE 

SIGNIFICANT IS THE FACT THAT THE PRESENT.CURRENT EXPENSE FORMULA WAS BASED ON SCHOOL 

COSTS PREVAILING BACK IN 1951-52. THE TAX POLICY COMMISSION USED THE AVERAGE COST 

OF EDUCATION OF $268 TO SUBSTANTIATE THE PRINCIPLE THAT THE LEAST AMOUNT TO SPEND 



FOR A c·HILD IS EDUCATION WAS $200. WE STILL USE THAT SAME $200 BASIS ALTHOUGH SCHOOL 

COSTS PER CHILD HAVE NOW REACHED AN AVERAGE OF NORE THAN $448. EVEN A $300 PER 

PUPIL CURRENT EXPENSE FORMULA. !S UNREALISTICALLY LOW. HOWEVER, IT WOULD PROVIDE 

CONSIDERABLE IMPROVEMENT IN STATE SCHOOL SUPPORT TO LOCAL SCHOOLS. 

THE PRESSURES PLACED ON LOCAL PROPERTY.FOR INCREASED SCHOOL TAXES HAVE BROUGHT 

ON SOJVIE CONDITIONS THAT ARE MOST UNDESIRABLE FOR GOOD EDUCATION FOR THE BOYS AND 

GIRLS OF OUR ST.ATE. 48,000 NEW JERSEY CHILDREN WERE HOUSED IN SUBSTANDARD CLASS-

ROOMS IN 1960 •. 57,000 WERE ATTENDING SCHOOL ON A PART-TIME BASIS. SIXTY-SEVEN 

BUDGETS WERE VOTED DOWN LAST WINTER AND THOUSANDS OF CHILDREN WERE DEPRIVED OF THE 
' 

FULL EDUCATIONAL PROGRAM RECOMt,iENDED BY THEIR BOARDS OF EDUCATION. ONE OUT OF 

SEVEN TEACHERS IN OUR STATE Fl¼ILS TO MEET THE STATE I S STANDARD REQUIREMENTS FOR A 

TEACHING CERTIFICATE. CERTh.INLY THESE ARE NOT CONDITIONS THAT SHOULD BE TOLERATED 

IN A STATE AS WEALTHY AND PROGRESSIVE AS OURS. 

THESE SUBSTANDARD CONDITIONS EXIST Nor BECAUSE OUR PEOPLE DO NOT WANT GOOD 

EDUCATION BUT BECAUSE OUR TAX SYSTEM FOR SCHOOL FINANCING IS SO l-IEAVILY BASED ON 

LOCAL REAL ESTATE. I CITE THE SUBS'l'ANTIAL SUCCESS OF THE $68 MILLION DOLLAR COLLEGE 

BOND REFERENDUM AS ONE EXAMPLE OF CITIZEN SUPPORT FOR GOOD EDUCATION. ALSO THE 

$100 MILLION DOLLARS VGrED EACH YEAR FOR LOCAL SCiiOOL CONSTRUCTION AND THE MORE THAN 

$500 MILLION DOLLARS vorED FOR LOCi~L SCHOOLS FROM PROPERTY TAXES FOR THE NEXT SCHOOL 

YEAR. I AM CONVINCED THAT OUR PEOPLE CONSIDER SCHOOLS IMPORTANT, AND GIVEN THE 

FACTS, THEY WILL SUPPORT LEGISLATORS WHO PROVIDE A MORE EQUITABLE hETHOD OF FINANC-

ING THEM. 

IT IS IN THE AREA OF.OUR RELIANCE ON THE PROPERTY TAX FOR SCHOOL SERVICES THAT 

I WISH TO DIRECT YOUR PARTICULAR ATTENTION. WHEN THE TAX ON REAL PROPERTY IS OVER 
\' 

4% AS IT IS IN EAST ORANGE, PATERSON, ORANGE AND NEWARK, TO JVIENTION A FEW, WE MUST 

EXPECT COMMUNITIES TO LOSE THEIR ATTRACTION FOR EITHER HOMEOWNERS OR MANUFACTURING 
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INDUSTRIES. TODAY, WITH. CONSIDERABLE UNEMPLOYMENT, HIGH TAXES SHOULD NOT FORCE THE 

CURTAILMENT OF SCHOOL PROGRAMS. MOST OF OUR UNEMPLOYMENT IS AMONG THE UNSKILLED: 
' ' 

.THE SKILLED WORKER IS IN DEMAND. YET WHEN SCHOOL PROGRAMS IN INDUSTRIAL AREAS ARE 

.CURTAILED, YOUNGSTERS IN THESE DISTRICTS FAIL TO RECEIVE T~ BASIC TRAINING NEEDED . 

TO IMPROVE THEIR SKILLS AND ABILITIES. OUR SCHOOLS SHOULD BE PROVIDED WITH FUNDS 

TO DO MORE, NOT LESS. 
. . ' ' . 

TO MAKE MATTERS WORSE., FACTORIES THAT COULD ABSORB THE UNSKILLED WORKERS HAVE 

AVOIDED NEW JERSEY FOR OTHER STATES. TWO OF MY LARGEST COMPETITORS MOVED OUT OF 

NEW YORK CITY ••• ONE TO PENNSYLVA,NIA AND THE arHER TO CONNECTICUT. TWO OTHER COM-

PETITORS HAVE SHIFTED PART OF THEIR OPERATIONS OUT OF NEW JERSEY. TAXES ARE NOT THE 

CONTROLLING FACTOR IN ~iOST DECISIONS TO LOCATE NEW PLANT.S, BUT A BAD LOCAL TAX 

SITUATION DOES NOT HELP. WHEN LOCAL PROPERTY TAXES VARY FROM AN ANNUAL CI-L~RGE OF 

LESS THAN 1% OF MARKET VALUE IN SOJ.VI..E COMJ.vlUNITIES TO OVER 5% IN OTHERS, \\IE HAVE A 

SUBSTANTIAL CONSIDERATION INFLUENCING THE CONSTRUCTION AND LOCATION OF NEW FACTORIES, 

BUSINESSES AND HOMES. 

A BASIC FACT THAT IS OFTEN IGNORED IS THAT A SUBSTANTIAL, IF NOT CONTROLLING, 

FACTOR IN SETTING LOCAL TAXES IS BEYOND THE CONTROL OF LOCAL CITY AND SCHOOL 

OFFICIALS. AS YOUR TAX POLICY CO:tJIJYIISSTON ONCE PUT IT, "SOME TAXING DISTRICTS ARE 

MORE BLESSED WITH CHILDREN THAN WITH PROPERTY. 11 

AS A RESULT tvE HAVE MANY DISTRICTS WITH $15,000 REAL PROPERTY PER PUPIL AND. 

OTHERS WITH ~?45 ,000 OR MORE PER PUPIL. OBVIOUSLY WITHOUT STATE AID THE FIRST TOWN 

WOULD HAVE TO LEVY A 3% TAX TO PROVIDE A ~P450 PER PUPIL PROGRAM WHILE THE WEALTHIER 

TOWN COULD PROVIDE THE SAME PER PUPIL PRQGRAM WITH A 1% TAX. 

WHEN WE COMPARE NEWARK AND MILLDURN, 'fi{O com1uN,ITIES IN THE SAME COUNTY LESS 

THAN SEVEN MILES APART, WE CAN SEE HO\i INEQUALITIES IN TAX RESOURCES MUST RESULT IN 

-, 
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INEQUALITY IN EDUCATIONAL OPPORTUNITIES. MILLBURN HAS. BEEN SPENDING AN AMOUNT 

RANGING FROM $518 TO $59~ A YEAR OVER THE PAST FIVE YEARS ON CURRENT EXPENSES FOR 
. . . 

EACH SCHOOL PUPIL. NOI'E THAT THIS lu'10UNT HAS INCREASED EACH YEAR AND IS WELL ABOVE . . . . - ." . - . - . . . 
- . . ·.·. ..' . . . . . ', •. · .... _. . . . . . 

THE STATE AVERAGE COST :PER PUPIL. THEY HAVE D()NE THIS WITH A TRUE VALUE SCHOOL TAX 

RATE THAT HAS STAYED FROM-·1.07 TO 1. 09 IN THE FIVE: XEAR PftR:Coo: LET is 100K AT · · 

NEWARK. IN THE SAME.FIVE YEAR, PERIOD, J.956-57 TO J,.960-61,. THEIR SCHOOL COSTS PER 

PUPIL HAVE MNGED FROM $424 UP .TO ~468. 

JUST, TO MAINTAIN ii. PER PUPIL EXPENDITURE 20%_LOWER_THAN MILLBURN 1S, NEWARK.HAS BEEN 
. . 

FORCED TO .INCREASE THEIR SCHOOL TAX RATE, ALSO ON A TRUE VALUE BASIS~ FROM 1.61 TO 

1.94! 

MILLBURN' S STATE SCHOOL AID PER PlJPIL HAS RANG~1} FROM _$57 PER PUPIL TO $61 PER· 

PUPIL IN FIVE YEAR PERIOD. NEWARK'S HAS RANGED FROM $86 TO $89 PER PUPIL._ NE.'WARK 1S 

LOCAL SCHOOL TAX EFFORT IS ALMOST TWICE THA'.l' OF MlLLBURN' S BUT THEY ARE ABLE TO PRO-

VIDE THEIR CHILDREN WITH A PER PUPIL PROGRAM THAT COSTS CONSIDERABLY LESS THAN THE ,· . '. .. . . · .. - .... . :- .. .... ., . , .. ' ., :" -- .. · .. -.... ·.' . ' : .. •, - . . ' .... ', .·- - .. 

. . 

ONE IN lYilLLBURN. WE THINK THAT THE STATE SCHOOL AID TO PLACES.LIKE NEWARK, AND 

THERE ARE Ml\NY OF THEM IN RURAL AND RESIDENTIAL AS WELL AS INDUSTRIAL_ AREAS, MUST 

BE SUBSTANTIALLY INCREASED. 
. . 

MANY DETRACTORS HAVE ACCUSED OUR COMMITTEE OF.ONLY WANTING TO SPEND ADDITIONAL-

MONEY ON .SCHOOLS: .SOME CLAIM WE'RE SET ON FORCING- THE PEOPLE OF NEW JERSEY TO SPEND 

AN ADDITIONAL $100,000,000 ON SCHOOLS. THI? JUST ISN'T TRUE. OUR STATE SCHOOL AID. 

FUNDS ARE RETURNED TO COMMUNITIES ON THE BASIS OF THE .NUMBER OF CHILDREN THEY HAVE 

TO EDUCATE AND Tl-IE LOCAL PROPERTY THEY HAVE TO TAX TO PROVIDE EDUCATIONAL COSTS. -. . . •' . . . . . ' . . 

LOCAL BOARDSOFEDUCATIOl'J DETERMINE H0W!.'1UCH WILL BE SPENT ON SCHOOLS, HOW.MUCH OF 

THEIR. OWN MONEY AND . HOW MUCH OF THE STATE MONEY I • IN OVER FIVE HUNDRED OF .OUR.· 586 

SCHOOL PISTHICTS TliE, PEOPLE VOTE ON WHE'I'HER OR NOT THJ;S MONEY SHOULD BE SPENT. . THIS 

IS THE ONLY OPPORTUNITY THEY HAVE TO .VOTE DIRECTLY ON THE EXPENDITURE OF PUBLIC TAX 

MONEY. THIS IS THE BEST OUARANTEE AGJU:NS'r ANY UNNECESSARY SPENDING OF TAX MONEY. 
. . . . 

ACTUALLY, WE KN0\ni OF NO OTHER SITUA+ION WHEREBY STATE TAXES ARE COLLECTED, RETURNED 

TO HELP LOCAL PROPERTY OWNERS TO '.IHE _ DEGREE THAI THEY THE;MSELVES DECIDE. UPON. 
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Our State School Support Program is not an uaid" program 

like Hf oreign aidn or "farm aidn., It is not a spending pr:ogram4 
-

It is not a matching program., When school costs financed by 

local property taxes increase better than forty million dollars 

a yearj additional money from state taxes for schools is 

bound to he.lp the hard-pressed prope.rty owner o This was our 

experience when substantial state school aid was provided in 

1955 .. In the school year starting in September 1955~ total 

local property taxes for schools increased only one. million 

dollars of the conservative $20 million budget increase .. 

The school budgets had increase.d at the same rate. for years 

and they have. continued at that same rate., There was no 

changeo But most of it was paid by the State from local 

property taxeso State school aid provided most of the. money 

for the increased budgets voted by school districts o 

Our program is esse.ntially a tax re.vision program 

that asks the state to collect a broad=based non=property 

tax like a sales or personal income. tax and distribute it 

to help e.qualize. the ta.x inequities cau.sed by the uneve.n 

distribution of pupils and real property~ 

We fee.l that the. increased state he.lp for schools 

is long overdue,, The legislative. resolution passed in the 

spring of 1961 calle.d for a Tax Policy Commission Re.port 

in January of this year., We now 1nay have a delay until 

December., Our schools cannot hold back the increasing 

enrollments.. We urge you 9 the Le.gislature. and the Governor 
' not to hold back the funds so sore.ly needed to prope.rly 

educate our public school childre.n;. 
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In closing, I would like to quote from the Ninth 

Report of the Tax Policy Commission: 

''The policy of new new taxes has succeeded only 

in part. Its success has be.e,n limited largely to the 

legislative hallso . Its effect may well have been to commit 

New Jersey to the support of its gove.rnme.ntal services 

primarily from the property tax to the point of no return .. n 

You have our t:ull support to lead us away from that 

brink of no return. 

Thank you .. 

MR. ALEXANDER: Thank you., 

Before you le.ave we want to see whether anybody 

wants to ask you any questionso Are. the.re any questions? 

Thank you ve.ry . much 0 

I should like to correct one mistake iWhic.Ji I made., 

failing to identify two of the most important pe.ople in· this . 

business - the Staff Director of the Tax Policy Commission, 

Dr. William Miller, if he will· stand up; and our Chie.f 

Consultant, forme.r State Treasurer Aaron Neeldo 

I would like to ask any witnesses who have a prepared 

statement if before he starts to read it he would hand it in 

to the ladies here who are trying to follow: the proce.edings. 

Those who have no pre.pared statement don't have to do that a 

I am looking at the next witness who is, Honorable 

Leo Carlin, Mayor of Ne:wark. 

1'1LA.YOR LEO CARLIN: Mr. Chairman and members of the 

New Jersey Commission on State Tax Policy: 

10 



for your consider~t:i:on my views fegardihg the all-important questioh 'of ~'. 

-- _ Our bities'futv~· a·major st~e·inany_ ov<:fi-hauf·of:.New Jer·sey•EJ·tax 

structure~--- Property taxes lpcally ·aase~sed :;and ·collected •const}titte· by' far 
. .. . ·. . . . . : .. 

the bulk' ~f municipal, ·sc~otil and cqunty~ reventies in New' Jersey.:' Iii NEjw;!J.rk' 

83% of ali 1962 city a,_ri~ achool revenues are from this source.· This' ' 

depe~dence On pr<>perty taxes is fn conerastt6'ourneighboring states.· Fof' 
emmple; New. York City .obtairi~ only' 4i%.,of'its revenue from pr9perty, just' 

about half the Newark.load~ Wj.thili New.Jersey thfa:tax structure has had a 

particularly harmful effect :on the o14er' core cities, 'including ~1 N~w Jers,y -

cities ·with a population in excess of: lo0,000~ The reason for·•:this 'is· that 

there is little relatiopship between the. SE,frvices which ·1dcai ~verriment mtu:rt; -

furnish and the tax base-from which·to·fina,:noe them. . . ··. 
. . . . . . 

-- ,:·. The ·service ·1oad :i.si· mU:ch gr~ater in our- central cities with low•·· · 

income population and. with blighted and 'obsolete property.. Mod_ern large 

. industri~ pia:nts being ~rected' in the sttburbs require little loeal service,· ' 

while the city's blighted residential area.a produc·e great demallds, 
. . .. -

particularly · for·. social, -_ welfare -and heal th eervi6es. In contrast tb · pophiar. --
. . . ·- . 

- bel:i.ef, New· Jersey's larger cities do tiot ha.ire vast tax resoµroe·s to meet·_ -
.· _._ 

- this great demand fer ·servic~s; _- In 1960·, ·New jersey's fifteeri_ia:rgeet citieq -
. .· . -.• 

had per capita' equaiized assessed valuEit_:i.o~s 'averaging $3,669.0Q, :.~hi.le s\l'ch ,' 

valuations_forthe State 'as a whole average<i'$5,z:~7.ob~ 
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Data relea.sed by the Census. Bureau last week sllowed that the average 

value of homes in N9wark as.$13;000.00, while in all of Essex County, 

including Newark, the average value was $18,400.00. Newark had more homes 

in the $12,500.00 to $15,000.00 brackdt while in Es.sex Coµnty as a whole 

more were in the $20,000.00 to $25,000.00 bracket. Aggravating this problem 

is the fact that the tax base of the major cities has. remained virtually 

static in the pa.st decade just as there has been a subst;:.mtial increase in 

the rest of the Stateo Yet influencesbeyond the control of the city 

governments have forced a consfo:nt expansion of city serviceso The inevitable 

result has been a te.x rate apprca.ching confiscatory proportionso 

It must be 1·ecogn:izcd that, in spite of their low per capita. tax 

base 7 .the central cities ate obligated to furnish expensive services which 

are relatively insignificant in the suburbs. I refer to general health 

services, where the fifteen largest cities in 1960 paid 50~9% of all 

municipal health costs in the State, to general relief, where the proportion 

was 60.5%, and to hospitals, where the fifteen citie.s paid 96.9% of all such 

municipc."'ll costs. I11 addition, in the c.entral cities the coE;3ts impqsed by 

traffic cong0sticn are f,.-,.r g:i::-eater, !for~ I refe:r. to the need for i.-rider a.nd 

more expcns:bely conDtrt~ct<::d ctrnets, ~treet lighting and cleaning~ parking, 

and a major function ~- ... t:·a.:tfic control~ Finally, urban renewal, the main 

hope for the surv:b . .-aJ. c:i:' the ccre. cities~ imposes heavy costs which few 

suburbe.n munfoipalitie,3 muGt fac0" · Iri summary, the fifteen largest cities 

in New Jerse~· with 28~~ of the Stntfl' s population pay 4L6% of the total 

cost of mun:i.d.p:::i.1 op8ratic:cB 1J1:t have only 19o9% of tho State's valuations 

with which to suppcrt thfo h.rge popullltion and expensive service loado 

The doper.dcnce on property taxes has produced a viciouG cycle in 

our major citieon 
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,,, 
High taxes ha.v~ .disco1:1raged business and industrial expc1.ri.si6:n a:pd have been 

a factor in the m6v.ement of indu~ti:y to· the supurbs •.. This has_ ~_a_dly -

impaired the, cit;v.•- 9 t~x ~ase ,; wllil.e I1ot reciu~in,g ~ity se,rvices in :t:he -

--slightesp.. - Thuar-.~#~:~- ~.r~·:for~~;'i -_e~eri _hi~~!- o~::111dustry; ,th~it ;fem.af_ns,_,-.• _ - .· 
. . . . . . 

-placing more ~b$ta?les- :in the :path of busirtee;_s: ,and illdustrial_ growth._-

Another result of t~e predominant ~ture o~ t~e property, tax in 
. . . . . . . 

the· municipal-·revenue structure fs-•excessiy~ ~ct-ii:qnaturaJ,· competit,io~- for 

industrial re.tables. ·Everything e:i.,se being Eiqu~l, ~nd~stry natufallY,: 

gra'vita tes to tax ha vep:~_ '_like•• TeterboI'o, -- _thus. a~gr8:va~iµg the .problem ~9%'_, 

the other municipalities.of the State. -

An.0th.er reason for h'igh, ·rl'ju:tdcip~l ;Costa in central citi,ee .. ia t~e., 

services they must _ f1trnish ._ to hi.i,t1d;red of th~.H;tsand~ _ o~ sµburbEi!lites who ;Liv_e 
. . . · .. ~- ..... - . . . . 

·and··pa.y property··_ta~es· in -~llburba~-_towrii;rbut·who make ·use o_r-··ceritral c:ity_ 
,, ' . . . . , . '•. • : •- ' I. ,: '' • 

_ facilities and.services. ln Newark alone at least l:.5.0,000,people commutEl 
.·- .· . . . . 

to work ElVery .da:y, but tI?-e: city ca.n obtain rev~n,ue oilly from thos.(9 who own 
. . . . . 

property wi~h~n the c; ty. _ In 'add4tion, th7_ <:ientraJ. ci~y, :is eJ<:p~cted t? · · 

provide employment, ,cuiture a11:d higher education- .for the benefit of .its, 

-whole m,etropo1:i_tan ~I'ea. 

The greatest problem fac,:ing New-~e.:r:sey'_f? central cities_ is bligl)t •. , 

High _prope~ty, taxes are partly: ~esponsiJ?.~e t~r: the. _.physical deter:i.oratiori of 

a commUJ'lity. Home9wners faced wit~: burdensome taxes are, less 13.ble ,to afford 

to maJ:ce adequate repairs and improvements t-o th~Jr home_s. ENen those• 1Nho 

can ~fford to. do. so. are relµ.c~~rit b~ea~s~--~r. the 'tear that_ ,in,«irea~ed _. 

ass~saments a:p.4 ta,ces w;ill folJ.ow;.t.hese :irrlpr9v;emep.ts. To meet the tax burden; 

,many 6cmveit thdr h()mEls to ten¢ments and ro(~ming .. qouses, _ with an obvious -
. ,. : .. . . '· .. .. .. . . . ' .- . ,· . ' ' 

blightin~ effect _as well as an ·incre~sed .demand •·fo:r mu.nicipaJ.::se:rvices~, -

·:,• ··' 



Finally i high taxes' (iepr..ess pt,'operty VfllUeS. 1,he sale. pric~s of • c~ntral city 

· bui:J.:dings ·decl:i.ne wh:en. taxes rise .·abo:v.e art_ 8(J()llOmic .Jev:el;, --since the buy_er 

· tends to '.capi t~lize · exo;~J taxe$· ~rid to m~ke a1fowarice< for them ;ri the price . --
. . ' ,' . ·.. . : . .· . , . . . . . _·. 

he is willing jo J>ElY• _· Urban renewal, the Q~ly way to s:!;em .th:i.s blight, .is. 

badly handicapped 'i;y heavy. prop~rtY ta:,ces. Reci8:veloper:s :.are "4isQ,O\tt'il"ged:, ·_ .· - . 

and· al.though tEi.:x: ce~tainty:pr~~a.rnssl!ch as theFox-LanceAQt are of great 
help they are. ·palliatives :ta.ther· thAA· ¢1.lres~ 

:> . . 

· __ Why• $~µlij .tll~- pli~t .•. ~f_.-bµ,:-_ __ m,jor ·eft:\.~~ _be o:r-- cotjfern ·'.to_ the-·· . 

. $tEl_te as . a· wh~l.e1 :. ·. of·. co~r$e one 1/J,fl,SWer :is t~at ;l.ilte any or~nismi a $.tate i$ 

. no bettet' <>ft' tfl~if#n~ $pin hf ~:ll( 9f iti tkr.tla. '.Mdr(li spec:l:fic~lly·, ~oet 9f 

. New. ilers$y•s: ·e~~~9m;¢., isd~~a+,· e~µcat;l.o~i -~ii.~ c~+tµral. activ'it.ie~: 

centere~ in the.core cities and these cities·produce a majo~_share pf ~b~· 
. . . . 

Stat~• s reveilu~! .• ijqt o:r ~q\l~l. concepn is j~at cbui'lterpatt. of 'centr.ai city 
_decl:l,~e, Uf~?( ~t>"rawl, .. -H~rl;! there .ts ~V~J;'1'DJ$llt~~ ,a,nd.pti,r,ate" ineff;i.c!e11ct·· 
. in the ext:r~ine.- :'l'here ,i$ -~µpliQatl.~n of ·'.l>qP+~c ah4 ·iwivat~ :t'~c:1.;itie11, •· ·_ 

•. , ·• :.i 

·1.Uleconomic dis1;e,~~e$ fi:ir tµrnishii!:g se:rv:;L¢eQ; e$pecial+Y utilitie.s, and.•··. 
. . .... _·; . . ·. ·. ·"· .. '• . .. -. •'••:· . . .. . · ..... . 

. :Lmrnep~e . transpo.rta. t.iP~ t. bpth. ::tn highwaYe anq ;ip. mass t:r~rts:i. t taci;~ ti~s. 

Nor ·sh,oµld we f~rget:tne ,Uroe l-0:st }>y worke~s :i,p ·qor,11pµting gi~at .dlstainc~s. 
. . - . ' : ·.': . . . :· ,-. . . . ' .. , ''. . . '. -: . ·. . . -~ ' : . . ; ·. . . . .. . . . . ·.' : . . ' . . . ' . . .-· ', .... 

O~e tang:ft>ie ~~•t CQ$~~y .. · :r~su:tt cit µx-l;,an ~prawl, ,JS> tti,e Gieen A~I!8$ progr~, 

I WOr)~er ._-.h~- m~oll·_of . th.is• >$~Q~-909,ooo•. Pf pgt~ '~0µ14..-.,hav~- ~e~n -riecetssa;Y: >~ad.·_ 

it riQi be~m.for .t~e ipss,'pt. opeh_ sp.aees' 4~e· tp' s~a.w.:i.~ > .. 
. 'l'hroµgh. ~rb~n re~eWa,t th~ . Ql1:i~s _ca~/otter f,c=1-.i.it~ea.:11n.c:l sp~C,~ _ 

for· sreat :iridµstrial;; ¢qm~~r~i,:i.'.~n4 reside~ti~'i 9,$:lf~lPi~~~tSt an4 at .. a 

,ninimum co~t tn · J>\lhl$c trnpf.ov~rnen~a~: ~t-$ wil,l, :ne>t.· :,:pnlY.;- saye ; tqe 111~.jor . 

cities bi-lt···will eiow qow~'~rid p9ntro,;t subµrbah t3pp~~;i..· · There:fore, 'th~ ··siate 
can make a m~jot con1:ril:>µ1:ion t9 New Jersey's·ecot1om:l.c g:rqwthby par-1::i.cipating 

. . . .• ., . . . ·.' .. .. . . ·. , .. 'i.· ...•. - .: . . . .... ·. 

:J.n the re<leyeloprnerit otpur larg~ ~~ti*ri:~~ cities~ . 

. ll~ 
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What must be done to replace this dependence on the property tax? 

It seems apparent that in Governor Hughes New Jersey has a chief executive 

ready to this problem and to .solve it in the> best .. interests of 

all citizens oft;lle State. The very. fact that the Coinmission on State Tax 
' ' ' ' 

Policy has been :revived and given the b~oadest assignment is indicative of 

how seriously the question of new revenue sources is being taken. Certainly 

the primary purpose of tax revision must be to promote economic growth and 

development. However, in my presentation, I w~uld like to elnpha~ize that for 

the major cities the question of what new form of .revenue is adopted is not 

as important as how it will be used,· 

This is bur concern -- where will new tax revenues go. First, we 

will have.to recognize th1;1.t some proportion will go to state-administered 
' . , . 

services. For the balance, we believe that· riot only education,·. but also the 

health, wEllfare,.highway, traffic and urban·renewal functions admi:nistered 

by.municipalities and oounties should benefit from increased State 

participation.· 

·Even in the field of education:, the core cities have special 

problems which the:y should no.t have to .assume without help. It is the 

responsibility of pµblic schools. tb provide special progrc1.ms and concentrate 

additiona~ attention on those. schools that serve underprivileged children. 

The attention being paid recent:ly to school dropouts, uniform teaching 

methods for all students,- regardless c>f their capac:ities, the social· 

problems of schools serving blighted areas and the serious lack of vocational 

training indicates that political and educational leaders are beginning to 

realize that these problems are having a serious ·social and economic effect 

all over. the country, 
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RETENTION' OF .FEDERAL TAX. ·DOLLARS IN .NEW JER5E: 
' . . ' - . - . ,. ' . . . "' ' . . . ,· . - . . ' . '. .. ·- .' ~-: 

. -RESULTING FROM A. STATE INCOME·TAX'0 
- , ,- ' . - . ' : . ' . ' ·., . ·, .. - ·•.' . _, ' ' ' .· 

· Effect on /ud/Yi!uo/ljrf':? of ~510~ &come f ey~/am 
GROSS INCOMt . iS(JOO . . 110,000. -_ . __ ·· 12~()00 '50,000 

STATE .INCOME TAX . EIDL174 ll 956.(12306I 
FEDERAL. INCOME TAX · · · · , · 
BEFORE STATE TAX , -420 
FEDERAL INCOME TAX _., · -. ·. - · 
AFTER STATE ·TAX . ·- - - 'll<!f 

l37l 

1534 

Stale-wide £/feel<~> ) 

.. 

5518 '15,976 .. 

44.~ mi_l\ion 

~EDERAL TAX .RETAINED 
, 1131. 1miRion 

-··. HET BURDEN . OF STATE TAX -. 
- ,. ,··) 

(1)T,u1 9rc:idu,;1tinq from H• to~,'., !11-xenipfions #600 pe.'" ¢0pit<:1 
<al Assuming famil~ of four ciri<I. i-l-e.tni~•nc:3 ,i!i,..!u~ticm~ o~ 10-(.. _i>f· gro~r in~rne. 
M Yie.\d calc1,1lqte.cl fr011:1<Stotis\-ics of lni;ome;l.U:i,.lnternql· ffe~.e.n"!e.. ~--~!'~'° 

lea~ue of Wofr)f':0\/ote 
of N.e.w J~r$e.y 



.. ALEXANDn: .. Thank, ycrti; M~s. deV'rieso Befo~e · 

you lea~e, would you ·wait .and, s~e if any\ ;f us ha~e questions? 

; .'' : :MRs O deVRI-~S { Ye's ;', s~t!-eljr e ; 
0 

.·: i :'.', :' 0 : 

·. ··_· MR • .ALEXANDER: May l repeat th~t lack of questions 
, 

on th~ part of. t.he Co~iilsion or the Advisory Oemtnittee. -· 

'doe~'n•t neeessar-:iJ,.y llltaan that they agre.; !r disagree~· riterei:r, --

:1.: tl1:ink, ·that<'they understand'what you said .. · 

MRS.- deVRIES: -Thank -you. 
·. : . ' :·,."'',: 

- o ' ALWNDER:: That goes f~r all -the witnesses'! . 
Could· I Ja~k a .- couple . of- e].~ri;fyi ng qu~_stions ; ·· however •. , · 

- When you say Ne; :Jersey is second. from the low~st:'. · · . 
' . : . . 

', I :. 

~ong ·• all 50 st-ate:s in support• of public b.igh.er e<i11catio~p is 

,·that' on ~- •per capita: or per pupil or ,vhat basis?· 

MRs·~ · deVRIES: .• That is on per ¢$pita, of ~he number 

'-of· students :that 'we' have~i- p~l>lie highe~ 'educatien .. -

, MR o ALEXANX,ER.: -- An.cl what _ is the source of the ·. 

___ · __ stat:em~tit that the $40 mill.ioif bo~d issue· for I and A ia:i · now 

_cieclared·lnadequate by $40 million~ -I am·sorry., · .l missed 

that" 
. ' 

· MRS. deVRIES: I t:hQught that was .-from ·Commissioner · 

Tram.burg .. I will have.· t:o ask one e~ _my. e~pert'.s.. _ •· Oo you happen 
, ,, ·.•, 

- to 'know the 'source of ,thllt? 

, , .• MR,s:·~ ;FRANCIS HO:t:>KINS:' ,, -. The>_I)epart_met1.t;;-o,f i11stitutio:ns: 

· and Agencies askea·ntnlthe Governor• s Budgct:t Me~s~g~. for 
r • . • 

44 separate items <totall:i:ng $40 miJlion::o~ ·.-needed- l0ng-range. 
-capital construction.,- . 

_ ;MR., ALEX.ANDER: In which they as,ked for appropriati_ons 

this year? 

- \ 



deVries? 

. MRS. HQPKINSi Yes 9 a;nd were no't granted: 9 of courseo 

MR., ALEXANDER: Are.there other qu¢stions of Mrs,, 

MR,, TOOLAN: I have oneo I pick µp the.same idea 
' ·. : . . . ' _- ,',,' ' ,. ' 

that Mr,, Alexander has spoken about 9 namely~ the statement 

that New Jersey is second from the bottom in cqntri,1:>utions 

by the State to the educational. system~ While that may be 

· li tera,lly true 9 doesn.' t that statement create. 8: .false impressipn 

in that.the real test of education is how i:nuch is.a,ctually 

spent per pupil in the State., regardless of what the source·· 

of the revenue is? 

MRS. deVRIES: We11 9 my opinion on that is that 

technically we have spent a lot of llloney on educc:ltion from 

all sources,, But it seems to me that if we do· not. have \ ' .. . . . . . . . 

compa,ratively freeeducation'for qualified students torhigher· 

education 9 we are penalizing those students who., ,canttot a;ff()rd 

to pay or do not have the sourcesto,payo Therefore 9 it seems 

·to me the State has a responsibility in a highly urbanized state 

to supply opportunities of .· .. higher ,education for . quaLi.fied 

students,, 1 want to make that amply clearo I.am not just 

talking across the boardo ·But I do feel that New Jersey 'has 

a responsibility to provideopportunit;i.es at much lower costs 

than we are. doing now and with great.er faciliti~s.. As you know 9 
I • - • 

more than 50 per cent of our. students go outside of the State 
. . ' . . . ' ' . 

for higher education and of the pe.ople that continue their 

education after they get their.AoB., orB .. S,, degree, only 30 

per cent of that group.can be taken care of in New Jersey and 

70 per cent have to go outside for higher education6 
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I subqui. t to you that this is a wicked loss because 

what happens · is they meet people and girls marry and move to 

another state and we have lost them to New Jerseyo 

MRo TOOLAN: I suppose you thin:k the, people we breed 

here we ought to keep here 9 is th.at right? 

MR'So deVRIES: Well 9 I think th1atv s a point., 

MRo TOOLAN: lsnVt it a fact thpugh so we can get 

the record straight - not that I am sugge~ting that you have 

not · got it stright = that if you raise the que,stioll of New 

Jerseyv.s relative position·among all the states.in the Union 

that there are only two or three states in the whole Union 

that spend more per pupil than New Jersey does? 

MRSe de.VRIES:· You mean from local and State 

sources together? 

MR., TOOLAN~ I mean from all sources o · I am talking 

about the amount;=== To me the real test is 9 regardless.of the 
source for the moment: How mu.ch do you spend per pupil? And 

by that standard .we are about third from the tiop 9 · isn 9 t tha.t so? 

MRS; d.eVRIE.S: No 9 we are not third from the topo · 

I am not arguing against the fact that we are a wealthy state; 

we areo And I >am not arguing from the fa.ct that people spend 

a lot of money on educationo .. · The point that I am arguing 

is that there is. not sufficient· opportunity in public 

institutions of higher education for qualifiedhigh school· 

graduates to attend 11 not only colleges. of·. their choice 11 but · 

colleges in New Jersey 9 and they must go outside of the State~ 

MR o TOOLAl\l~ Can I epitomize ycrtit- position maybe th.is way~ 

The point you are. making 11 if I understand it 11 is that regardless 

15 A 

r;i, 



; . ,, 

of the amount we are now spendi:1:1g ·9U:. education'" yoU:- think 

we should spen¢1.,more· money·.·,on education 9 : ntllnber.;, one;. and 9 

number two 9 that YC?U do. n~t,feeL thc;1.t ad4it:i<:m~l .money can 

come from real -e~tate taxe~ . ==' • •·· 

·MR.$0· deVR:~ES~ Yes;, that 11 s :rigb.tp 

MRo TOOLAN~-= therefore, there must be seme other 

source to develop this addition~J money o: 

MR.So deVRIES~' , Thank youo' I do., What I am trying 

to point out is. that l tl;dnk. ":' maybe I •am one of thQse people 

who give-.higher priority. to. educational. oppe>rtunity.. I <io 

think 9 .frankl;y 9 we are mi.ssing. the 1:>o~t if we don Rt_ educate. 

every siJtgle. young man and woJ:nan to the fullest extent .. of his. 

or her ability.,. I think if it comes.from private sources 9 

this fa~ fineo I am not: to tbl,e point of thinking the_ State must 

supply everything 'i) definitely not o -• But I think we are 

penalizing ourselves. if we donit_ give opportunity for qualified 

students who cannot pay to have ed-u:cationo And I· completely 

agree.:with you on thi~ point.of how much we spendo 

MRo TOOLANg Thank yotio 

-:.t-m o ALEXANDER g May I say one ~ord 9 _Senator Dumont, 

before you ask your questiono As I understand it,. i t···±s with 

respect tQ higher-,education cost only you are spe~ing now~ 

•- MRS o. de VRIES~ '.fha t \l s .right., 

MRo ALEXANDER~ You have two real e>bjeet:ions~ One is 

that the tuition is too high in comparisonwith other:states at 

the publ.icly~su,pp~rt.ed pigh~;r: ,education insti t,uti<>n$• and the 

other is. t~~t the.proportiop of New.-Jersey boys and girls wll? 



get higher education in New Jersey is too low because too 

many of them have to be e:xported. 

MR.So deVRIES: -- or they don't have it .. 

MRo ALEXANDER: ... - or they don':t have it .. 

Therefore, it is a question of increasing the number· and 

perhaps somewhat decreasing the cost to the pupil or his 

family., 

MRS. deVRIES: That's right .. 

MR. ALEXANDER: Senator Dumont .. 

SENATOR DUMONT: Mrs.. de Vries, in this statement 

I can't find any reference to an argument that the League 

always used to make in favor of an income tax, namely, that 

you would be able to take full advantage of the reciprocity 

provisic:ms in neighboring states which do. have income taxes 

of their own .. Now, have you dropped this argument as the 

result of the action of New York State? 

MRS. ·deVRIES: No, we haven 1 t, but New York has.· 

:SENATOR DUMONT: Well, thatvs.what I mean .. As a 

· result of the action of New York State, have you dropped the 

argument? 

MRS. deVRIES~ We think that it is outdated at 

the present time .. 

SENATOR DUMONT: -- as a result of New Jersey 

passing this so=called commuter benefit tax which really is 

a personal income tax., 

MRS. deVRIES: Yes .. 

SENATOR DUMONT: Now, secondly, this question was 

asked, I think, of Mrs .. Hopkins by another member of the 
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Appropriations Committee this'year and I would like to 

ask it of you~ Suppose this Commission on State.Tax Policy 

·should decide.the t<;UC.base ought to bebroadened and should 

decide·that the better way todo the job 9 would be.by a 

·selective· sales tax.o :What then would be the position of 

the League of Wc,menVoters of New Jersey? 

MR.So deVRIES:: We.have given grea.t thought to 

that and I might point out -that we -just hada_State Convention 

last year atiwhieh this was·thorc,ughly discussedo The League 

believes it has a very strong stand for the equity of a personal 

income.tax as I tried to bring outo It is also true though 

that we have a strong stand on the need for state services 

and we·perhaps will have to find.some rapport between the two 

standso l think that we can make a very strong caseo I 

realize on the surface it is not ta; popular caseo But I 

tried to indicate if you study it 9 you canvt help but be 

impressed with the equity for the 64 per cent families as 

against the 36 per cent and I really feel that if the t:tme 

actually comes when the climate of public opinion is such 

that for one reason or another they have decided ou a sale~ 

tax 9 then I think the League will have to reassess its. stand 
in the light of the benefits to>be derivedo 

MR,, ALEXANDERi · Thank you very mucho 

MRo TOOLANi You are a pretty good politician t90 9 

arenVt you? 

MR.So deVRIESi Thank you" 

MRo ALEXANDER;:: Sorey 9 Mrso deVries 9 you are not 

quite througho There.is one more question froin a member of 
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the Advisory qommittee 9 Mro Leuchtero 

MRo LEUCHTER~ Mrso deVries, nawhere in your 

oral presentation is there any examination of. the relative 

costs of administering the sales tax 1 the selective sales tax, 

and the graduated personal income taxo 4n the Leagueis 

written presentation to the Commission i$ that information 

included or do you have such. information at your disposal? 

MR.So deVRIES~ Yes 9 we doo But I think I should 

point out at this time - you know I am the President of the 

League and as they say, the experts get to know more and more 

about less and less 9 and presidents get to kn.ow less and less 

about more and more., So ~inee I have some experts here 9 

would you be willing to have one of them answer that question,. 

Mrs., Hopkinso 

MRS" HOPKINS~ Mro Leuchter~ we have sent to each 

member of the Commission and I believe in the mail at the 

present time t'here is a copy.for ea.ch member of the Committee 

of all our basic materials o We have a booklet which we have 

issued on this and in whieh this subject .is discussed and 

various other materialso May 1 say on this particular 

point that studies are not very clear ion c®sts of administration 

of either of these taxes for the reason.that many states 

do not separate out their one.tax fromthe.ir whole tax 

structure .::.i'n cost of administration so that the statistics 

are not terribly clearo From what we have been able to 

discover 9 the two taxes are quite comparable in their cost 

and I· would say that~· if anyth.ing 1 . the income tax for a 

similar yieldm.ay be slightly less expensive as far a.s you 
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can judge from the litera:ture I have been lib le to ,$ee o · 
;_,· _: -·, ·- ,· ' ,: ' . : .. ' ·._, 

. 'MRo. LElJCHTER :M:ay I carry on a little more 

colloquy with Mrs,, deVries? .. 

MR,, ALEXANDER: Y'ou mayo 

MR" LEUCFITERi Qn·•·.t.he SU:bjeet of your statement 
••• __ ,. • ,:"r '\ 

concerning the stabilizing of property taxe.s 9 '1:he l,~ague i.n 

this statemetlt is not only tal.king about the relative meri.ts 

of the twQ forms of broad base truces,. but also is going into 

son\er:easqns.for additional spending ()f publicifunds .. I 

would.like to d.iscuss withyo:a the question of the stability 

of pr:operty taxes in the .event that we, ''we" meaning th~ State, 

should adopt a broad base tax., Do the Leagu~ s~udies. take 

into consideration the growth rate of e.~pendi tures from i 
•• • •• I 

year to yearll and9using just the present increase of.expenditures 9 

can you estimate fc:>r us. how long property taxes wc)'Uld remain· 

stable and then go from there into-== 

MR.So de.VRIES~ Noll I might as well tell you right 

at the be.ginning I definitely cattnot .. One of the things 

that the League of Women Voters. is interested in on the State 

level is regional planning and the State Committee cm. 

Regional Planning is at this" very moment trying to de¢ide . 

on.what is a .region and b.ow many factors must be taken into 

co.nsideration for the .orderly. development of a region,, We < 

talked. about land use and the immigration of population,, It 
. . 

seems·to me. that we can find tena'U.thorities that havete'I'I. 

· different opinions on this subject., SC> I coulcl not give. y9µ 

an answer on that subject. 

MR,, LEUCHTERi. The reason I. ask 9 Mr~ Ch.airman 9 
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perhaps 1· haven't asked.it clearly""!- ft is not the League's 
' . . . 

contention 9 is it 9 'that 'the imposi:tiotl' of a broad base tax 

will.keep property taxes stable? 

MR.So deVRI.ESi The LeagueY s contention is that 

it would not reduee property taxeso I fhink that there is 

· ,_ no one i:n this room·that wouldn1it agre~ withthato It 
. . ·. 

would nc>t. reduce -themo What we . are hoping is th.at .it would 

hold the line by taxing' sotirc~s '= well, such as stocks and 

' bonds that are hot. taxed' at 'the present time I) spreading 't!he' 

burd~n·away from the property owner on.to other sources of 

'in.come and in ,:that way :th.e costs .of all of gove:rmnent would 

be shar~d by all of th~ peo.ple o Does that answer youT 

c:ruest:ioil 9'. Mr o .· t,euchter? 
·. ... ' 

MR~ LEUCHTER:: _ ln • other word,s, at whatever level. of 

spending.there is 9 it would be -more equitable that way 

regardless of what point property taxes ~r~? 

· MRS~ deVRIESx Wel1 17 we thirtlt so and I anticipate 

quite frankly that the -costs will . go upo · I thinlf in a gro,wing 

. eco~omy they doo -I. think .your State b~dget wil_l have to go 

up as you have a. more urbanized state and as more people move 
. .. . 

in th~y demand more services from the stateo I think it 
' ' ' 

. . . . . 

. would 'be totally unrealistice to assume ;that the Line weuld .•· 
. ' . . . 

be: ·held on the property tax level Qr tbiat it wou.~d be . 
reduced.., , What I am ··faying to say is tnat the increase shoµld 

·not be borne by the pre>perty tax owner'alonewhich I think, 
' . ·- ·. 

it is to'a,very great extent right UOWo I-~ sure that the 

reason 68 budgets ·were turned dQwn thLe year is not because 

people are not in favor of edueation 17 but it is because they 



simply wnat to say 11no'' to more taxes on their property a 

MRo ALEXANDER: .Are there any other questions of 

Mrsc cteVries? (Mo respon.seo) Tha.nk you very much., 

. MRS.o deVRIE:S:: Thank you very much., 

M.Ro ALEXANDER~ The next witness will be the 

representative of the New Jersey Highway Users Conferenceo 

Mr.,G~ffti.ey will you step forwardo Will you identify yourself 9 

please o 

WILLI.AM Jo GAFFNEY:; Mr .. Chairman, members of 

the Commission and tnembers of the ,Advisory Committee~ My name 

is William J,, Gaffney of Trenton 1 representing the.New jersey 

Highway Users Conference in my capacity as Secretary=Treasurer 

of that organization,, The highway users of New Jersey have 

a vital interest in your study of the state 1 s tax structure 9 

for this year they will contribute more than 47 .per cent of 

the stateis tax revenues., The New Jersey Highway U~ers 

Conference believes that the benefits to be derived from 

this study transcend those .of previous undertakings of the 

Tax Policy Commission which have contributed so much to the 

understanding of the state~s fiscal problems:' 

Before I address myself. to the main theme of my 

statement, I should like to mentic:m two facts which I hope 

this Commission will consider in its deliberations., First 9 

only one other state in the United States depends upon the 

motoring public for a larger percentage of its state tax 

revenues than New.Jersey does .. Second 9 despite the heavy 

burden placed upon•the motorist 11 h.e.. has been short=cha.nged in 

hi.s return for his tax dollar" 
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Although there have been individuals calling for a revision of the state 

tax structure in New Jersey for years, it is gratifying that at last official 

action is being taken to determine the State's revenue needs and the proper sources 

for those revenues. If this Commission and the Governor and the Legislature wish 

to establish a tax base which is at once equitable and adequate, there is. no 

doubt in my mind that they will have to broaden the tax base and include one of 

the so-called "broad base'° taxes in the tax structure. Within our own organiza• 

tion there are some who favor a general retail sales tax and there are others 

who prefer a personal income tax. However, regardle:ss of preference, they are 

in accord that a new broad-base tax is necessary. 

The New Jersey Highway Users Conference will support a broad-base tax, 

whichever form it may take, if the proceeds are used to relieve certain fiscal 

inequities which now exist. · It is one of these inequities, the diversion of 

highway user taxes in New Jersey, to which I should like to turn at this time. 

I would like to point out to the members of the Commission that, 
I, 

although I shall keep the statistics in my statement at a minimum,tabulations 

have been appended to my statement·which give in detllil the highway user taxes 

and expenditures for highways and highway-,related functions in New Jersey during 

the twelve years ending June 30, 1962. 

When New Jersey first imposed the gasoline tax in 1927, th~ act specified 

that the revenue from the tax was 11tobe used for t~e construction. of roads and 

bridges in the state highway system" (Pat·agraph 8, Chapter 334, P. L. 1927). It 

is interesting to not~ that this language remains to the present tin,,e (N.J. s. 

54:39-75). For a few years the proceeds ot the tax were used for highway purposes. 

However, beginning in the early 1930 1s highway user tmces have been treated as a 

revenue bonanza to finance every conceivable state function. 

In the twelve fiscal years 1.951-1962, approximately $1.6 billion will 

have been paid to the state in highway user taxes. However; during the same 

period, only $917 million will have been expended for highway purposes. Thus, 

$641 million will have been diverted to purposes other than highways. To illus-

trate the magnitude of this diversion, it amounts to almost twice as much as the 
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$347 mil_l:i.on of state funds spent on highw.iy construction during those twelve years. 

Is it any wonder that we are being told by state officials and by other knowledge-

able citizens that our highway program is far.behind schedule? 

The inequity of the diversion of highway user taxes may be demonstrated 

by saying that the motorist pays one dollar for sixty cen.ts worth of highways. 

To add insult to injury, if the motorist wishes to drive on the otate's only first;. 

class modern highway~, he must pay a toll, ye.t the $641 million of high~ay user 

taxes diverted during the twelve year period would have constructed both the New. 

Jersey Turnpike and.the Garden State Parkway without having to resort to bond 

financing.· 

It is estimated that the average cost of a four-lane limited-access 

divided highway today is approximately $1 mill.:l.on per mile. Diversion of highway 

user taxes has deprived the New J~tsey motoril:lt of 64lmiles of these super-highways. 

In view of the fact that the entire primary state highway system contains only 

l, 850 m:Ues, the consequences of this divers:i.qn a,:e quite ol;>vious. 

In addition t.o .the eff¢ct of diveirsion on the state highway system, one 

serious result has been the lack of funds available for aid to counties and munic-

ipalities. This is evident in the fact t.hat during the 1951-1962 period, highway 

user revenues increased more than 155 per cent, but aid to counties and municipali-

ties increased only 4 little more than 7 per cent. 

There is an old saying, which ha.s become hackneyed through use, that i.n 

New Jersey, if a person does not drink, smoke, own an automobile, play the horses or 

die, he pays no ~tate taxes •. The saying may riot pe entirely true, but H·a person 

in New Jersey does not own an automobile, his state taxes can be slashed almost 

in half (47%). 
. . 

I am certain that you gentlemen remember when the people of New Jersey 

boasted that they had the best highways i.n theworlq. Unfortunately, they can do 

so no longer. It is claimed that highway costs in New Jersey cannot be equated 
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with those of other states because of the problems of engineering and .construction 

in a highly urbanized "corridor" state •. However, this h all the more reason why 

highway user taxes shou.ld be fuUy utUized for higl[lway purposes. 

We must face the facts of life. We are 1iving in an era of 0 automobility," 

and no. amount of mass tr.ans it .or a11y other form <>( fl'~nsportatie>n i.s going .to sup-

plant the motor vehicle as the primary means of transportation for the majority. 

of people o.f New Jersey or of the United States. The entire economy is affected 

adversely by poor highways. It ts impossible to estimate what the economic 

consequences of diversion have been, but they have l,een substantial. Therefore, 

te> remove the·. inequity of taxing the motorist for roads which he can never use 

and to provide impetus to economic growth in the state tl1rough a better highway 

system, the New Jersey Highway Users Conference supports the principle of a broad-

base tax for New Jersey. 

The:re !s little doubt that the enact111ent of ariy nE!W broad•basE! ta,c, with 

its prc,mise of sµbstantial. revenue, wil.l b:ting forth pleas for new .and :i.11creased. 

spending programs of every conceivable sort. However, we believe it t<> be incumbent 

upon the Go.vernor and t.he Legislature to use the proceeds of an.y new tax program in 

those areas of the greatest importance to the state as a whole. We .believe that 

those which deserve top priority are education and highwaysJ · b9t:h qf whtcll are . 

vital to the future of the state. Despite the constitutional requirement that all 

monies be disbursed. from one general state fund, we believe that it is both·possi~ 

ble and desira..hl.e ,to allocate. revenues· to. cer:tain. fu11ctions tJirpug}l legisle.tive 

action. This is clone at present by the atate school aid fe>tmula. In other words, . · 
. . 

with the passage of any new tax program, there sh.oµld be compB:nfon·legisJat:f.011 

enacted to direct the use .of ·a major portion of the state's x-evenu.es into the top 

priority areas of governinent. This dqesnot vipla.te either the letter or the 

spirit of the constitutional restriction. 
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The New Jersey Highway Users Conference does not ask that any of the 

revenues from a broad-base tax be allocated to highways. What we do wish to see 

is the use of highway user taxes for b,ighway purposes.; Not only will this provide 

the means for more and better highways .• but it wUl provide for proper ll,ighway 

planning. The_State Highway Department will be able to plan !i S\lfficient number of 
)---.;',' .. , 

years in ad'l/ance by l:>eing able to anticip.ate probable available funds. In addition, 

we believe that the use of all highway user fund;s for highway purposes should 

inch1de a proper lev~l- of distributipn to the counties and municipal.it~es in 

order that they will be able to provide a system of good secondary roads. 

Therefore, with provisions for spending the revenues from a broad-base 

tax in the areas of greatest need, the New Jersey Highway Users Conference supports· 

the enactment of i;uch a tax in New Jersey. The state can afford good highways. 

It cannot afford. poor ones ... 

In passing, I would just like to point out to the Commission 

that most of the papers throughout theState on last.Monday carried 

headlines on the first page of the terrific traffic.ja.ms and some 

have even carried editoria.ls. . . 

. . . 

So, gentlemen, with those fe:w remarks I outlined to you 

the position of the New Jersey Highway l]sers Conference and I 

hope you will give it your serious favorable consideration. Thank. 

you. (Exhibits annexed to Mr. Ga,ffney's.statement appea.r in the Appendix, 
Volume IV. 

MR. ALEXANDER: Thank yQ1,1, Mr. Gafftl,ey. ·_ Are there E!.nY . 

questions of Mr. Gaffney? 

We:11, l would like to trespas~upon your goqd nature to· 

ask you· one question. I th.ink that yoµ feel in general those who 

pay taxes should get the benefits from the taxes. 

MR. GAFFNEY: That's correct. 
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MRo ALEXANDER: · Well 9 I an inveterate cigarette_ 
·.- - . . . . 

smoker and I would like to know what: you think I can do 

for myself? (Laughtero) 
. -. . . 

MRo GAFFNEY:: Mr. Chairman;, in answer to that 
.. . . . . . . 

question, I ca11:'.t. agree that. ~igaret;t:es as a commod:i,.ty _can· 

ever be compared in importance with ;gasoline as a commodity 

and we believe that the gasoline t~ is a. benefit use tax 

and the benefit;_,,,s measured by the -extent of the use and the 

cost of the benefit is likewise measured.by the extent.of the 

use.,. I donY t know whether I answered you satisfactorily, 

Mr .. Alexander., 

MR. ALEXANDER:: , You dido You have answered it 

very well= so well I am not going to ask you about the 

'inheritance tax., (Laughter. ) 

· Thank you very much 9 Mr o _ G8ffney .. 

MRo LEUCHTERt Mr., Chairmatl. 9 may'I ask Mro Gaffney 

a question? 

MR. ALEXANDER:: I beg your. pardon, Mr., Gaffney .. 

There is a question .. 

MR" LEUCHTER~ · Mr:o Gaffney,. you say i,n .the eleven 
. . ' . . : . 

. years fz-om 1951 · to 1962 approximately $1.,6 billi,on 'rill 

have been. paid to t~e State in highw'ay· user taxe·.s.. . Do you 

have any figures showing how much of- this $1 .. 6 billion was 

pai~ by mot~r vehicles owr,.ers, owner:s of autos or t:ru,cks. 

· .in the State of New Jersey: and h.0w _much of that came from 

out ·of state owners? 

MR. GAFFNEYi There are no such figures, sir, but-· 

it is estimated by the Uo So Bureau of Public Roads that 
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. -
commercial transportation as such as compared to the private 

ear owner'"" commercial'tra.nsportat:ion contributes approximately 

one=third of the total highway use tax in the Nation and it 

is natural for us to assume9 if-that is the case on a national 

basis 9 it probably prevails in New Jerseyo 

MR., LEUCHTERg we have no idea of the relative 

amounts spent by New Jersey residents and businessmen as 

contrasted to out.;,,-of=state motor vehicle owners in New Jersey? 

MR" GAFFNEY~ No figures were ever made available., 

But early in Governor Driscollis administration 9 he directed 

the Motor Fuel Tax Department, _ on commercial vehicles only 

now, to determine what percentage of them using highways in 

New Jersey bought their gasoline here~ That is so long ago 

that I don?t think that !·can. remember exactly the figures 9 · 

but they were amazing., In other words 9 they stopped every 

out=of-state truck and th~ questions.they asked wereg How 

often do·you come to New Jersey? And they were questioned 

in four important points in New Jerseyg Number 1 9 at New 

Brunswick there between the two.circles _in those days; at 

Phillipsburg and at the old bridge down in Salem County., 

They asked how often did they come to New Jersey; when 

they come 9 do they buy·gasoline; how much do.they buy; how 

many miles do they travel? From the statistics_that they 

were abl.e to acquire on that survey 9 the figures showed that 

the out=o:f=state trucker fn those days was paying a very 

substantial portion of the State Highway user tax collections 

in gasoline taxes., 

MR" LEUCHTER~ Thank yQu,, -
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MR., GAFFNEY: I would hesitate to quote the figures 

becau.se I don't remember. them exactly. 

MR_. ALEXANDER: Dr •. Ashby. 

DR. ASHBY: Mr., Ga:l:fney, just a_ point of information, 

apparently there·has been no formula to decide how much 

money would be diverted in each budget 1;ear to other uses. 

than highway purposes~ 

· MR •. GAFFNEY: . You mean as an annual thing. by the 

Appropriations Committee,.? 

DR. ASHBY:. Yes .. 

MR. GAFFNEY: No, there never :has been-a formula .. 

·The formula has been, we take what we n~ed to balance the 
, , 

·bu.dgeto 
'I MR. ALEXANDER:. Thank you very much. I think 

that is the last. question., 

The next witness wi:il be.on behalf of .the-New 

Jersey Education Assoc.iation 9 : Dr~ Charles ·B. Pier~e:., 

.DR. CHARLES B. PlERPE:: Thank you, Mr •. Chairman. 

Members of the Commissic;m: ... 1 1 deem it a real pleasure and 

honor today to speak in behalf of .. the 47,000 professional, 

teachers in thi.s st~te, and of their concern for the l 9100, 000 

children in their classrooms., . 

. Let me say. at the start that, in general, New Jersey 

has good schools~ G~nerally speaking? we have .a well. trained 9 

highly competent co.re_ of teacb,ers .... Th.e offerings.· of our schools 

are broad and comprehensive .... 

I must' . however' u~derSCOY'.e the, wo:rd . fJ/in general. t1 

For New Jersey's educational reputation has been m.ade on 

average$. 
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We have some school· distr.ict,s overwhelmed with problems of enrollments 7 

teacher shortage, .and slim tax resources.. Dcspi te their ove.r-sized classes 7 their 

double sessions,. their temporary classrooms., their emergency teachers, their 

~oaring tax rates, and their defeated. school budgets> the~e districts are riding 

on the reputation earned by the state.as a·whole. Many of the citizens in 

these districts do not themselves realize how much the.ir children h.ave lost, 

for ·they have been told. 11 New Jersey,.· :i.n ge11eral, has good schools." 

Even where schools remain: good;, programs are maintained only at cdnsiderabl,e 

effort by loc,al taxpayers. In .the pa,st five years, increases in local property 

taxes have averaged more than $40 million a year. This has brought the average 

full value school tax rate in the state from $1.23 to $1.47. 

But, averages do not tell the whole story. While almost all districts have 

had to raise tax rates to keep up with rising school costsJ some districts 

have fac:edastounding jumps .. Some of these.were districts which once were below 

the state average; otherswe:realready well above. Toclay, they have full value 

school tax rates far above the state av,erage. Let me name jtlst a few:. 

Egg Harbor -- up in five years from $1.17 to $2.4L 
. . . 

Bergenfield -- up from $1. 08 to $i. 65, 

Mt. Holly up from· $1.25 to $1.96. 

Pine Hill in Ca:mdetl County • .;; up from $L50 to $2.36. 

West Cape May -- maintaining a small five-teacher school -- up from 
· •· $1.20 to $2.29. . · 

Deerfield Twp. in Cumberland Co ........ better known as the Rosenhayµ -
Carmel area -- UP frQil1 $1.18 to $2.01. 

North Caldwell up frcm $1.21 to $2.15. 

the Franklinv:i.lle area in Gloucester Co. -- up from $1.07 to $2.30 

Lambertville one of the hardest hit sections of the state -- up 
from $1.37 .to $3. 57 
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East B~unswick· 
. ' . t up fl-om $1\26. to $2 .ii · 

Shrewsbury;Twp·; in Monmouth County> .. ., ti.f troni $1.31 to $2d2 

.· Lincoln Park ;i.n Morris Coµnty'· ... up troip. $i.08 to $2.06 
. ' . . ' 

.. the City_ of Saleni ~- µp f~Olll $1. 58 t9 $f,29 S 
,: Miilstqne 'in Somerset· Cc,unt;- ;.1. ~!)<: fl:'Qni:';$1.,62 to $2-~64. _· 

'· .. · . . . 

the And~ver .dist~ict .in Sussex .,.;,. up froo( $L66 to $2 . .61 ... , ... · . . . · ... ··,· .. ·. -· . ·.. . . . ...... •, .. .. . ·.·· . ; . ' . 

. ~lark ~- 'in U~ipn Co\llltr -~ up from: $~L28 t(> $L72 
~rid Oxf'Otd.- in W~rreri ,Coun~Y ~- up from $1. 54 .to -$2. 28. 

'l'be.se are but a f~li; the:re -~e .niaey more, .;.".' d.is'(;ricts th~t in the past 

five Years have }lad tor~i~f:l taxes far abo~e the ave;age -- districts ~hat fo; ... 
. . . . . ·. 

· . theii;_ -e:f'fb~ts ~e · o~~n .;Left w~th. programs· bei'pw · · a.v~:rage. and -soznet inles · even 

belmf normal sta.t~ stancl.a,rds.' . . . . . '. . . 

Wit~ ~he. resources ·a.va~i~ble t<:> this _s~ate; the;re :Ls no rea~on :f'ot' 13,ny 

. s~hool district• t.o 'be .hard· preseiedi ·c liith t]i~: r~sour~ei:/: available to·. this· E!tate; 
. . : . . - . . , . . - . . . . . . 

·' many mar$ ·schools ··-•·Shouid . be·: truly excellent •. ,: ··With, the . resources. available to 
. '•- . . -. ~- . '. . . 

. . . . 

lew Jersey stands seventh an16ng the •• ~o st~tes . ip per capita p~rsbnf).l inc~e. · 

Irr gener13.J., -eatn:i.nas are hJgh and well above the national average. 
• • • I • ' • ' • • • ,' • 

New Jersey rank~ •. sixth. in effective :puyi~g. il:l~Onie per ho\l.$ehQ1d. '.F:i,ve 

.•. _ .... 9f',t9e' ~;1?1:on's::.i;C>p 2, CQµfltte~. ~n• ~:t'fe~ttve pwil!J$·••-1,~epme· per :h,Ousehold:are 
. . .. 

in New Jersey.· Irr ~eneral, ccns'JlTH~r.. sp~ndil'.lg is .lligh ~d well ab9ye the hat_iOnfJ.1 · 

average . 

. ·. ' By ~#~et -~~e;sw:,~ ~- ;JijOQJtle .qp ~~lea:• ;~, New ~,fser<~i one: o:f '1nost .· .. 
prOSl)erOUSBt&tes intp,e nation, 

Xe~, l'ifevr Jerse.y t~EiS, ar~ ,not hiab• ''l'he _$ta;~e r8J,ll{$ 31st:~ -wit~, tl'le average 

tax:J:)~er contribut;lrig 1~ 1960only $262;75tp-the ~ener~rev~~ue of bis st~te, 

· and lo¢al gqver.~ei:+t.~L. As ~; pe1•\)ent~ge .of person~ i!lcome, _tbili3 'lf~s otily 1:8~. 
•• • • • • • • ·, ••• ,- • , • ·• C • • ••, :•,. ,.,' •· •' • • • •.,•,_. • ,' • 

In 9tily s~ven other states, ii.id t8.ltp&yers paya l~er ;perce11tage of ttleir 
' . . .. . . '.' .. 
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. . - . 

- - is ·. 11 How should.. 

. th~t: taxiaye~ pay hif:3 t~esii.r . in "tertns. of educa.t±on; how cei.n he best' pay'. h:Ls 
-·:·.:· _.· 

taxes: sp that New Jersey . schoO+$ are not mereiy n g~od :I.~. geileral" but H good . 
. . 

e;erywhere?;i . : · 

.· In, ~{~ht' years;i. sb~ool ·~nr.qll.m~Jits t~ve:_.Jvmpe~r 'bY° ~OJ;'~:·,th~n-·~o.•··P~X'Cent~, .··. 
. . 

up by 332,407 to J., l()Q, OQOi, . Pred;L,ctioiiS ~oint :to i, g5~,00Q ;pup;Llf by' i965 e.ndC ... 

1,450,,060\y 1970. 
. . 
··.-·-·-· .. ····· 

. But; these'irt~reases in ·enrollments have not ,been felt fn. all distr:tcts~. 
. - . ,; . . .·- ·. . . .· . . . · :. ·. • ... :· ._.· . · .... ·. '_: .. . . ' : 

Suburbs have grown . tar moi-e r.a.pidly tllan rurl3.l.. areas .or cities. ..· 
•·- • • • ·: . ' . ',•j •• ; •• 

·_OC1his ye~ .. ~ome 5,9,~~3:P½ils g,o·tC> schoolonhal(:~~f!Si~;ms_. :Lesa, than.fl.ill-. 

&.y scho~lingis tbirw.¢ for l!lOie than. ohe. out of ten students -ih Middlesex) 

Moilmouth, and Ocean coun~i~s •. 

ThiS·•;ear '.1:1(}111~ 48,+57 pupils ar,e in sup;,standard ·clasfiJr6bnis, Ba~~~irt~, .·:. 
cafeteria~' ~ti,u:f c,hes ;. and i:t~ehous~s a.re the r.µle :for ~Of~ thap ope out • o;: ...•.. 

. · students in. Cape .May, C~~~rl.E!,nd, q1ouc·estep, '8.Ad dc~an ;~punt.ies· . . 

. .. . . .· . . 

E!-ild pf f ve.te col,le~~s sµppli e.d only 2, ,oo las·t year.~ . Despite.· r~cent ~a:i.ns in 
:: 1 

salaries ,.:t~a6hers have st;t.lJ. to see the great gains in earning pow-er that )lave 
- : . . .· . . . . . . - '. . . 

. · come . s fnc:e .·· World War II to. ·prodtlction wo:r kex-s'J~nd especial+Y: to· other profess ion.a . 
• Overall :,aa,lary levei,_s are ~till llot adeq,~t.e: to attract. eittier 9-itali.fi~C,. .. 

. persons f:r::om•·ne;Lghboring states· ·or tbose.~hoha.ve left 'o\.U'• cla.S$tooms for. other. 
occupat:ioris. . 'fh~ .result is 6,612 ;teachers W:i,th 'a4b.-stanfuu'q. c~ftif;i.'c~tee. · .. ·· . 

···,These •8.l'~ 'P,ersOij~··~bo bay~· h4cl no on~tp~·~j()p>~r~ird.tig;. lvho i,,·~l(':~iloilgh ~e.ck~fourur.·. ,· 
. . 

course~ tor·th~ subjects·tpey will t.each, who,hf,3.Velittle knowletige of bow 

children -d~velop ·_ang. learn,· or whp s omettme~ -~Q. :l)ot evel\ hai~ i :Q,oll,ege degt-ee .. 

. . The teacher snortE1ge is mo~t s~vel:'~ in :~fu.:Lirigton', Gloucest;;r) H~tefcion;. < 

Morimolltb;.J)ceati, S~em:, an(} Warreh,' ~ounties, 'Wh'?:.re more tha.ri one but 9t. every-

ti;e tea~likt~ has a sub ... standllrd. ce~t1f:i.cate. :. · .. : ., '• . •,· ... '. , .. -.· . .., . 

. \ 



. . . 

We believe that New Jersey not only has. 'the r~sourc~s to cope with such 

p;obl~s, 'but• through its basic foI'lllul~s for st~t~ school aidJ~as .the means for .. · 
,. 

1:1.ss1st1ng schqoi districts: B1 increasing those tormula,s, many problem. situations 
. . 

. __ .can. be aJ.lev~ated. · Co11t1nue~fail\l:l'.'e ~0_•1ncrease(stat~ _-su,pport w;tl:l fUmos1. 

. certainly C!uase condi tioris to . grow'. \forse. _. 
·,_:: .. _ .. · 

If no , iricref;l~e in st~te aid is forth.coin$ng:, we can, expect · ~o se~_ the fp:fltlulS. 

increase d~ te> higher pµpil enrol:µnents bring on+Y $33 miUion ;more 1n dir¢ct 

aid• to loc~l ·dis_tr:Lcts -·•iri:the 1963-64·-s~hool•".Yearithan wa·tl fe~eived ih 1956-57.• 

However' as things :now st~nd, no sta'te. llelp is. coming to meet ;incre~sed costs. 

· ~ocal taxes will have. ·;tnoreased -by. $281 million· i>l: that pe:riod. ·. • · 
.. -, ...•. · .. - . . . . '• •• ' ··.1 . , . 

. M~/ I.· refer you to the·.·charts :b~ck here, please .. 

From. the 1956-57 school yeat!' to the forthcomir;ig 1963-64 -school year~ we will .·. . . . . ' 
. . 

see,:i,..-ocalta.xes pay :for a $i50 inoreiii.ee in the co~t of educating each>PU:Pil~ 

w:h:!.,l'e· the State increase!:! . fts aid pe:r pupil by onJ.y $3, 
< • : • •\ ' ..... ,,, •• ·, •• • ; •• ••• : : • .:: • : ., ••• • • • 

This in itsel~ might not be a serious situe.tipn.except that local reven1.1es 
' . . ' .. . .· .. 

are -compieieJ..Y · c:lependent · ori · i:ihe loca+ prqperty tax and, in turn, on local.. 

· ratables. 

'l'he:re are ~ome really 11 po~r'1 c()11'\lllunities. in t~ state -- · district~ w:ltl'l . 

. hanes_ widely scattered~ iQW p:i;-opert;y. values,· little . incl:µst:ry, -
', . . .. .· . ·.· . • . I•. . . 

Added to these problem~dietricts: are ··tl'~e 'big ~i ties, where local sollool 

services· tend to· cost ll_lore and a.re _-often expeqted ~o be greater t9 c·ope with 

_ changing pQPw.a:bions • . . . ..- .............. ·'. ,•-,.··., ·:, •, ;·· . 

. Faat .. growihg euburb~- areaS,· ·t:tiuiith~mselves forced. to build and 'q~r~te . new 

schools bef~enew:ri:+tt1bie~ can be ta.xecl, 

Scl).oo:is··a.re e.ri. e.ssenttal :S~rvie:e- in .. every.: cQI®µnity.· . Problems -~ differ 
. . . -·. ·- . . . 

but there are ve~y few commun~ties whicb do not l1ave school or tax problems- ,of' 
• j • • \_ • • • C • 

. . . . . ·. . . . .. 

. same sort. State aid is ap. attempt to use the t~ reeources of the entire state · 

.. -to help all cornmuni ties -meet their different scho9l ne~ds . . -

33 A 



. ,: ·.:_ 

• I • 

•• C • 

.. ·.· 
:- L~t )ll~ ~~11e~(_t~em-:t?riefly: "i e ;--

Geri.¢r~l;;iope:tat ing ,expen$_es, the_core of: arry SJhho~ b"'d~et ;- ir9v:l.de · :f_or et~ff, -_ 

maJerials textbqo~s; rm,dequt~ent~ J:ri:),954, wlien _the_st~te aid f.oryiula•_w.as -_-_ -

·. r>t 'b - ''cf- th- 'verag~-;er:pupil c~~:tMas:$282;0:(;:~h~$_y~~:iiiiwiJ:~-r~-- •' -- - as; :; ,c );,;, ;e a;_ , - , : _ , . ,'i _ - ______ - __ , _ 

,, ._,. 

,·· -.·· 

_ about -$450; - -Ou:t pr.esen-t)!'Cl~iJla bs.sed.OrL im;i,riimUJJl f9\lilfuitiorr ~f :oniy ·$aoo' _ -- --
~h-ofild be raiSed·t~ at l-:easf :$35,0. < 

.. .. = ·-.·~ ~-:·-~\ 

Ey~ry projection- indfo~t~s t~at _this pt~:sent (!Ost per piipil 'will -go -up -~till ' 

- -further in the_ years -to<come. w~. 'bave ;sked consideration Of a iiexibJ.e ; 
•• • •• - p • ·;·. - • • •• - • 

:foundation l)rogra.m~ .. Bhod~ .J:13:J.~d h~s ·one; Y6:rk )3tate re9~htiy ~d;op_t~cJ-one •. ---

--The Ne'ir,ior:k Plan -- ev~tit1a.1i~\~~ls ' :f'b~ the s;at~. 'to pay 49 /5% ot th~ ' ~ver~s~ 
-· :- .·. -

-cost of Ja.ucat:l:op. , Such idbnula autome.ti~ally keep~ up with school needfi i 
' .-: . 

In t~e. paeit 'eight yea.rs, :}capi,tei oµt;la.y_i'd_t-' ~c};lools has >av~raged $100 million 

-a, _ye~. ·-: M;~:fr ot,'ihis _- is borr&.,~d); :bon4_{.iss~19 rnon~y. · The·. total ~~boor -debt is . -

expe~ted 'tqr~~~h '$1- billio~- :wi~Pti--~ Y~13X,Qr_two;- ~ebi;Osefvice 6parges qave 

-- grown ph~nornena.J.ly;,,. ·APP+Ying ,the same -formu1il., to :clebt >service and budgeted 
. . . ·'. - ';, ·· .. • ,. : .;,_ . ; . t,•, .· . ,- ·: . ,. . ... . . . ; 

--- --- capita~ O\ltiaf .as WaS- __ o!'igi~aJ;ly Jseg\in fiiillg t~-~ pr~S~~t: $3() foundation : -
. •' .. ' ,: . ,•'· . . :.:.: -·· ·.. . , ...... ·'.,;,. . .... " :,. ·._ .. : . ·: ?:·: ... . ,.:·:.:-.·:_ . • ·:···: -' ·-... ·.- ·. - .. ·'. -· - .. 

would justify ~rf increase in. tl'ia t: building 1;1.id. f orniula to $48 pe~ p'l).pil. 
. . . ·, . .. - .. - '•. ... . .·.,,· ... · .. •• . . . ··. . . . : . 

_ d6n_struction · o:f' need.eel cl,~asro6ms could 'be _ further encbi:ifaged by a . s :tmple' 
change i~ 't11e. ',presep.t 19:w. :1here is ,, a 6p.e~rear. 'l~g- iri eriroli,ment fi~tires' tor 

computing curl'~At' ~~perise, aid. but tJb;ye~ lag fn comput,i~g buildirtg a1c1: -- The 

same' Prev:i.ci'-1.S; y'ear. • s ~nrolllrien1/$ should be. \lS~d :£'qi- -both. , . . . ·. ·.; .· ·.·,. . , . . . . . ·- .· .. ·· - .. - ' ' . 
': '· . . . -. 

Regiona1i-~a.t\ori ~as suc~_e,~~f\l.1-ly enco4l";agecl<tbe :fdrm11tJon .ip ~ew Je;rs.ey ot 

specia.l' dis:tr~icts_to'btti+o: laj~~' ;Jttfcient;, 9omprehe~siveJ1igh _ s~hools ·tp r~t\l 
' . . _:.- . . :· 

and subur,b~n areas._-- ':A lower ,local fair shafe gives', a- f':tnanc:iai incentive which 

-- :i,s neea.~-d to -ove;~!=)InE! +ocal, :?'bn¢~~J ~'.bbµt:_ -sh~ec\ p oats} 
App9r~foning the , costs i~ ,r<:rgio~ar schqol _ dtstr:icts _ ~ong the: constituent. 

d:i,stric"ts lla.s, we' htip~ ,_ been ~~~in.eel by .. tite~ .c6mJn{sa,ibn ~- -_- -I~eq~iti-es :ellould he -- -

-•- re~oved.i . 



0:f even greater importance,·however, is the need to encourage regionalization 

for the entire school organization. Regionalization at only the high school level 

still leaves three or more separate boards of education, separate administrations) 

and separate faculties. Both school finances and educational programs in many 

areas could be improved if incentives were given 1fo complete. regiona.lization 

or consolidation of small school districts intos:lingle systems. 

Special attention, we hope, has been given to,problems of' rapidly growing 

districts. Large scale home-building in ;former rqral .areas has brought a.J.m,ost 

wholly new school systems, with many new 'buildings a.nd rapid multiplication of 

faculties and serviqes. Not only does the state !;i.d formula create a lag but 

so do other factors in OU?' property tax and school. budgeting procedures • · Same 
' . : . . ' . ' ' . ·.. ' 

type of emergency aid to assist dist~icts tuidergoing ra;id ·growth 1s needed. 

We have ta.'.!.ked about the need for te.a.chers and the relation of teacher 

supply to adeq_uate s~aries •. There are same dist~icts, whicll at considerable 

local effort, have kept salaries at a:. level where they :retain and attract fully 

prepared personnel, With 'even less }?rope:rty tax effort,; however, othel:' die.tricts 
' , ., ' . . . ' 

could pa,y eqllivalent salaries. and ma~ntain quality staff's. · These .choose. to 

economize; keeping teacher salarie$ low, pleading .the resulting shortage as 

reason for hiring a large percentage ·of less-:than-.qualified teachers. Since one 

of the most ilq.portant purposes of raising sta.te a:i,d is to halt the increase in 

emergency teachers, we hopE;i prov~sioll can be made for ded\lctions in State aid 

in those districts that are not ma.ldng above average effort but still employ 

emergency .certif~ca.ted personnel. 

New Jersey can weli pe p:roµd .. of tts development of 13,pec:l.el cJa.seies forthe 

mentally retarded and pbys;ica.lly handicapped. Such programs gµa.rantee every 

child an opportµriity fot suit~ble pub.lie edu,cation .•. ':t'o keep the $Bnle :relation-- - ', . ' ·,_ ' ' ' ·., ." - . . 

ship to the cUX'rent experrne foundation program~ aid for a.typical pupils should 

be increased to $3,500 per class ancl 1/2 .the tui:tion in excess of $350. 
The program adopted three yeaJ;"s ago for socially and emotionally disturbed 

pup:Lls promised a broad attacl{ on the problems of disturbed and de,linquent 
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children. 
.. i·. - ·, ' 

State budget provj;LsJonsJ hovever; have allowed supervisory teains to 
. .. < .• - .. i ....•... · . be established in only a.few'. counties. Not only sf-ould this serviqe be 

I 

i 

extended th:r·ou,ghout tl:-= sta..~i8 but furtl1er increase shdul<i go to support of locaJ. 
.· - <. . l "'• 

efforts encouraged by th~ pr:es.ent law. 
' 

New Jersey was a pioneer! in the area of vocational educatiori. Such county 
. . I 

programs· need encouragement,f howE.!ver, by including them in the state aid distri-

bution according to some prdrated per 
.. . . -

p~p:il formula similar to that used fqr 

local school districts. 

We ask consideration of ianother penalty provision. No d:istr:i.ct presently 
! • . ' . 

spends less per pup:il than ~he current $200 foundation prOgram. If the found.a-' 
I , . , 

tion.is raised to $350,.howdver, furthef provisions should be written into the. 
.. , I -. : . . , 

l 
law to penalize a district· vthich fails to expend that amount. · · At a time when . . ·. . ! .. . .· .· ·. 

the state average is alreadi $450, it is .. b~d to' justify limiting an;y child in 

the state to less than $:350 . 
. ·· .. I ·. 

Let nie add a final word !about timing. Four years after the 1954 enactment 
. .· ·. i . . . . . --/ . ·. . - . -

of iricreasect state schoola~d, the New Jersey Education Association outlined 

the conditions I hav:e menti1ned and' asked the Legislature to take action. It is 
.- ,., 

now eignt ;y-ears, not four yea.rs later. 'The con.ditions have grown· far more 

serious. 
. ' 

We have always Sa.id;;._ dnd almost every legislator and state official has 
• I ' • • • • - • 

agreed -- that a broad-based. te.x is, the , only: means for bringing more state aid 
I ' 

' 

to education. Aid to schools seems stalled until this Commission reconnnends a· . I 

revised system of broad-based taxa:Uon. 
I . . i .' 

School budgets a.re alre~dy s·et for ~he coming 1962 .. 63 sphool yeiµ-. You 
' .· ! . 

will see in many of them li~tle provision for chang:i.ng cUJ:'rent ~onditions. l{alf I . . . . . 
I -f , _,· •; ,·· ,·, 

sess:lons, substandard cla.sszjoOllls, substandard teachers, and higher local 

:property tax rates are.alreftdy forecast. 
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By Movember, we will be at work. on our budgets 
I 

for the following.ye~ 1 1963-640 These must be adopted by 

boards of education in mid-winter and submitt:ed for approval 

by February., We cannot urge too strongly the need for an 

early report from this Commissiono 

The ~ducation of more .than a tl\illion pupils must 

go ono But 9 your d~cision can tell how and when improvement 

in their education will take placeo Tha,nk you very mu.ch., 

MR. ALEXANDER~ Thank you 9 Mr. Pierce., I wonder· 

if I might ask you one question first 9 myself. There are 

a number of suggestions•here 11 such as 9 increasing the foundation 

program from $200 to $350. Do · you have1. p.ow, or11 if you don't, 

could you furnish us later with your ~stimate of the.cost 

to the state of each of these recommenda,tion.s 9 .preferrably 

not only for the current situation 11 but you have projected 

enrollments? Also we woul,.d like to.have your estimate .of 

the cost of these different ;ltemso 

MR .. PIERCE~ I am sure our res:earch department 

will be glad to take care of that for yo:u., 

MR., ALEXANDERg Are th.ere any other questions 

that the Ccm1mission or the m:,mmittee wish to .ask? 

Thank you 'Sle.ry much. 

The next witness will be the President of the Essex 

County Teachers Federal Union 9 Mr,, Paul Loven. 

PAUL LOVEN~ I am the unsalaried president of the 

Essex County Teachers Federal Credit Union. I want to 

call attention to that word itcredi tti th~t was left out ot: 

the program.. We have a small minority 0:f our members who do 

37 A 



,; 

I 
,1 

. . 

County Teachers Fed~ral. :OI".~4i:t Union are .not :union m.embers o 
. , . ~... . .. , - ... • • . . ~- ··.,_. .·.:·-~: . _ .. ::~~_'· .'. ·. -~- -~'. • .- · •. ·· ,. .·.'' • u·· .. '.. • • . . . ..~. ·., . 

We repre~ent .al.l F;ss~x: C:9:a11ty_. communities:, except, . 
'. . . ':,. . . - . . . ' . . . . . : . . ' . . ' ; .' ~- - ., . -· ., . . . _,.- ··.· ,• :· '..· . . . . . - ' . 

. two• tfhich h~ve-:the~r~wn- ?.J.',e~it UJtiOllo: 

. resolution,wa.$ passed,,:nanitnousl;r to .go .~n. recor,<(l. ~s · -q.ot. 

being in ·,·f av~r of. J><>~s:q,1~ .. -new pro'¥1"".ba~e,d t~es ~:nd I . 

qualJfy that by ·saying t;b.at I feel l:ilce £;1 tb.orn-,between. .,, . . . ... ·- .. ' 

.,.,·, . 
. , ·,- .. 

.. many, ma-m.y rose~., . looking . a.t , th.e pr_ogr~ f,or t,od~y 9 . ~omo~ow 
. ·- .. ,- ·. - ··:.· ' - . .· ·- . . .. . . 

and Friday ... We have g:reat :r!espect for . our State Education 
• < • ,' • • •• ,' _) ••:. :• , • I .• • , • 

Assoeiation 9 a1:1d the ma.ny speakers wh.owill discuss that 

· today · and in t,he c\lilys to c0m~ will elar:ify that, i .. posi t;i.on am.d 

· all o.f our directors know that, we. must. have help for t'b.e .. . ... - . ,. . . .', . ,. ; . . . . . . . . •, . . . ... , •. . .. . 

students and for the. teaehers.o · . Otherwise 9 ot;1.r, credit_,unio11 
•,,,. . . . .' . . . ' - . , . . . . , 

wouldn't even be. in existence. .be~aµse Qf the ne~d _of ,.ma11y:. 

of our tea~h.ers t_o borrow because. they. can v t g~_t: al()ng. 

ade~uately on their present ~ala:ries o 
. . . . . . . 

Howeyer 9 ln t~e: distant- futu~e .. if new .broad-based 

taxes should become ,un_avoi~ab~e. 9 -we res(?lve th~t we ar.e:. in .. 

favor of new small ~i;Y · s~le~ t_axes, 9 · fir.s:t: 11 and 11 i.f. that 

does not suffice 9 thett a sm_~~l s~_atew:ide, . sales tax .. 
. . ., . ··.: ·., . ,·· ,; 

· We see nothing wrong in being one of. ta,e •f~w state•s - . . -· . . . 

in the Natio~ requiring workers te.pay unemploym~:nt and dis=· 
• • • • • • • .' •• : ' • '' •• > ' • • • ' • ,- : • • • • -· • 

. ability in~ura11.eeo . Th~re is ri~tn.ing wrQng in -beJng :0ne of . , 
:_ ' . . . . . : .: . . '... . . . . ,. . . ' . . . . . 

the states f_ertup.~:t~--~A9uin to :n,~ve a .e.on.stitution req~iriug 

a balanced annul!ll,, ?11dge:~: B:ncl in not_ hav3:n.g. a s,t~1:tewid.¢_., i119,me 

or a statewide sales• :tax., . The :Nation should honor. and respe_ct 
• ~: • • ; i ·, . 

New Jersey for thi_so. 
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Here is an advertisement in this weeks 11Business 

Week/' April 21st: ttTaxes, · Lowest in th~ Natio110 No sa.les 9 

income or so-called nuisance taxes· tn Nebraska in recent 
'., . ·, ,· 

yea:rso · Nebraska's per capita taxlocjtd h;as been under $60 11 
. ' . . 

the lowest of the 50 sta.tes. State government.has no bonded 

indebtedness. Average corporate income tax load per capita in 

7 surroun.d:ing states is $3 o 84Q · Nebraska. has no corporate 

income tax. Free informative iiteratur~ '.,;,=Yi Then;it goes. 

on to :say: YiNebraska public: powe:r system = Nebraska V 

Resort Division, Sttte Capitol Building, Lincoln[ Neb~asl<a.tt 

· · New Jersey should be equally proud of its recordo 

It: is true tha.t property tax~s in many c:ommuni.ti.~s 

have .. just about tripled in the last 15 years 9 but so have 

incomes doubled and tripled and 'even qui:tdruple.d., Property 

taxes must be held down and yet some comm.uni ties have not 

even·. collected personal property taxes. I quote from the .. 
. . . 

Ne,-rark News last Sunday: <wl( wave of protest wa:-s reported 

yesterday after residents received. persenal property tax 

bills., Itis the first time in Camdenws history 'that this 

personal property·tax has. actually been levied 9 although the 

tax has been sanctioned by state law f oir many years .,n 

Some .of our old tax laws had better be used . 

before thinking up new ones. 

New Jersey has a·state income tax for commuters 

which expires December 31 11 1970. Its consti tution.ali ty is 

not clear., 'New Je:r'se.y · has had a law,p'~$nittrt:ing certain sales 

taxes on cit:ies of the fourth class= resort cities bordering 
f 

. . 

.on the Atlantic Coast for over fifteen years o · Atlantic C:bty 
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has collected this selected sales tax on the sale of. : .. ,-~ i ,,, ' , .. ' ; . ' .. ' ' ,. ' . . . ' . 

R~ceritlythe Atlantic. c(;)ast 
"; • ,., ',' • ·,; . ,-•-_,, •,·,,·' ' ',· .. ' ', (,r 

had a terrible S;torino ~911.g b~fore a Uo :So d~stz:oyer. coulc:l 

b~ budged off our New Jersey .sand 9 the·. New Jersey Legis;tature · 

acted with llghtnin~ sp~ed a.114 J.aws ;were changed to extencil,, 

New Jerseyvs hotse racing aqd to greatly.increase the 
. . ~· . . . . ... "', . . . . ,' ' . 

inheritance tax and the.papers said.that it was an all or 

nothing package.revenue dealo What eouldbe more broad based 

than a greatly increased inheritance tax? .. •. 

· Debt and taxes are two things we can .all be .sure 

of., Do the people.of New Jersey know the exemptions ,to this 

new inheritance tax? · I Just: tried to get. a copy of_ A 586_,, 

There was no .copy available in the room. next do.or,, The 

Commerce Clearing House repc,rts that the e~em,ption for a 

brother or a sister went out.the window and that rate was 

more than doubled. f:rom5 per cent te.11 pet. cent on tl'>.e first 

penny o To a niece or 1f:rr.e1phew the $499 exemption went out 
' 

completely and the rate .went f:rom 8 to 15 percent on.the 

first cent,, New Jersey heirs will long.remember that storm 

because there is nothi:ng in A 586ito.en,d the.tax when the storm 

- is paid for,, 

New Jersey\s ce>nstiJution w.isely pr,ovided for three 

readings in the Assembly and tllree readings in the Senate 9 

but under the overworked ti<emergen.cy 9 " readings ~aµ .be dispensed 

wi tho And 9 · lo and behold 9 before the public knows what it is 
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all about, we have a new broad based t~o I shouldn't say 

a new broad based tax, an added t~ .. 

. This public hearing today, is tinlike the eme:fgency 

legislation and this is certainly what we need 9 open public 

hearingso The storm area had already r:eceiv:ed $10 million 

from the United States of American 9 ffom all of our·tax money .. 

There is no cut=off date in the inheritance tax and yet 

the papers keep telling µ.s about the onei-cent extraci.garette 

tax whichwas recently made permanent after nine months of· 

an extended'otte year one=cent: tax~ But no one complains about 

the taxes for the inher.i.tance · addition~ 

The shore got quick action.. Many' thousands of our 

older New Jersey.tea~hers and.public workers who were promised 
. .~ ' 

social sectiri ty offset benefits that were lat.er lost by super= 

seding Federal changes h.ave been kept gu~ssing for many 

years .. Tb.ey will be provided for if S 16 become~ law .. That 

bill of Senator Dumont~' s is Snother popular bill; · I cotildn~ t 

find that either next door among'the bills,, 

Now, 'it is even being hinted that new broad based 

taxes which were never mentioned when th~y voted on this 

integration have been sort of held out to them. Many of 

them have died off in the meantime and others, live on with 

the ·broken promiseso 

A new broad base tax should not be ~sed 'as· an' 

excuse or·a red herring for broken promises for pensions that 

can stand on·. their own merit and which were not contingent 

'on a broad base tax by the can.didates in the last election., 

No mandate was given for a ·broad base tax and. ne'i ther candidate 
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was campaigning for 6fie an.d t"he election results were so 
close that the.•winn~r wa.~···hbt····1cn:owh ·un:t:il.'the neit day\ 
the losing cindidate- winning mot-e 'counti~s .and tne winning 
candidate winning more large cities" 

· A refefendum • is; not 'need.eel crn ia.ri.y' new broad base 

taxes and it would' ohly 1:>'e a wa.ste· of time an.d · money'~ The 

most reputable . organization has . already. done the work for us 11 

namely; the Priri:eetGn·Research ·servi~e,, called 't:he. N~tv·. Je~sey 

Poll.. tn the Newark St!r L~dgerof Thu:rsday 11 January '22 9 1959, 

the following appear'ed.~ ~~These were the/ findings when trained 

profi{ssional' New Jersey' poll stciff reporters. put th~ foTlowing 

question'to a cross section of·tne stat~~s ·aa.iiit: citizens~· 

Supposethel959 NewJersti!y Legislature decid~s·tn~ State 
must collect more tax moneys to'meet costso · If' the Legislature 

were cb.oosingbetw~(!.ti hi.gher property real estate taxes and 

a sale.s tax'or a persona.i income.'tax9 whic::hW6uld You rather 

see the. Legislature choose? . H~re are the results·~· sales 

tax, 50 per cent; higher p~operfy tax:j) 19 per cent; income 

tax 9 16 per 'cent; 'want no ntOre tax~~; 12 per cent; either 

answers~ 1 per •¢ent; no c:rpirtionj) .2 per cent.,.~, So the 

referendum is not needed ifwe cango by this poll,; 

In the city o:f Wash:tngt6nl) D~·: ci .. / ;;ibcording to 

the Commerce Clea.ring House\) they have a 2 per cent sales· 

tax" On an income.between $5 11 000'and $5' 9 500 9 a s:i.ngl'e 
individual pays $48 a yearo The State of Iowa has a 2 per 

cent sales tax" <A single person pays. $49 a year crr1.<t a f amfly 

$78.,. Colorado has a 2 'per c~nt 's'ales tax" A s'ingle person 

pays $45; a fE1mily 9 '$68,; 
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24 per cent of our tot~l schQ<>l budget .• : We believe that ..... 

the educatioR of ou,r pupils is being imwaired and will, continue. 
' . 

' to be i:mpa,J,~ed as long a~. ,1:he. disprc,po:r:~io.na1:e sh~re ,o! our, .• 
I 

moneys. com.es from, property tax in the loqaL.9Gmmunities. : · .. :.- - .... , ,· ' . - ... · ..... ,._. ' 

Thank_ you ve·,::y mµch. · 

there any ,questions? [No. response] .. 
.. : , ,••-

' 

N,ext we will .hear fr,.:>1:n .. ,Mr •. Lawre.nqe .Anderson, Supe:t:-~ ,, . \ . . . ·--· . •'(." ,· ·. 

intencien:t of Schools. of Penns .. Grove •. ·.:-,·::.-· . . ' .. 

LAW RE N~C E AND E.R SON~ !,;represent .a 

district in,. ~outh~rn Jersey'. lik!3- Mr. Er7a;rt .. 3100 students •. 

in eight sche>ols and appro:xJmatelr. 126 t;eachers. · 

Qur dist:tict t~is la.st Ye.~r was ~eg,iort~~i:2;ed fr()m, ·· 

grades . kinde:i:-g~rten . through t~~l ve • • ... · It is one of , onii/ four . 

distric1;:s, !n the state that ~re ~°=.r~giolnalized. Th~s 

regionaliz~tioll made Jt poss:i.l:>l~ .. for our: scho.ol,district in: .. 
. . . - . . . •·, . 

the next. school year t9 re,ceive. some thin~ 1:lke $85,000 in 

increa~~d st~te aid. · .,Howe~:r, evetl t.hotJ,~h .we,, rece.ive, .. 

$~5, 00,0 in th~ next year in, tncreased: st;:i.te. aid .an.<i even :though 

our taxesi: raised .locally a.re. $58,000 le~u1, <.>ur,· ta:x: rate_; .. 
. ' ' .. , .. ..· .. ·. . .... , ... 

wen,t _up.. And .J;f _you dot1: t t th-irtk this was ~a~d tp .e.:x:piain. to 

the vote:i:'.s, I' tn :sure. you_ are not very ;faT;Uiliar ,with po l,itice- · 
. .. ' 

and l.<:>ca_l ta_x situat io~~ , be_cal¥! e. it wt.:1.s Bu:t we . ,did explain 

it to the vot~rs and,,. in ,fact, ;they pass~d:oqr budget Pf a,. 

vote of .236. to 20. • 

The fact. is., :hov1ever, that .our district is. a .poo.r 

district. In back of each. student, like Mr. _Ewart's .. . - .. . . . ·: . . . . 

district, we: }lave only $14,qoo in ratables, contrasted to. 

the state average of over $29 ,000, .. and this increased money 
r, . -
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for us in this particular year provided only a;bre.athing spell. 
- ' . . . . 

We could really not make any basic improvements in our whole 

program or even ~mproye our, salary scale very much_ compare4-

to many of the more well-to-do. districts in the Stateo In 

this regard, it is interesting to note that our j;:ull value 
. . -· ' ··.' 

tax rate in Penns Grove in 1959 and '60 ,was 192 as ag~inst . 

the state average of 147. Today, of course 1 it 7 s higher than 

thato. Our total tax rate in Penns Grove was 340 in that y~ar 

as again~t the state average of 296 .. 

We think that for this money in P~n,ns Grove .we are 

providing what amounts to a good minimum program~ _but I 

would emphasize theword_"minimulll" and even paraphrase it 

:eurther and call it 111 bare minimum p rogram .. lf This cost 

is low in Penns Grove because we do without inany of the 

services and elements in our program that we tp.ink .ought to 

be thereo For example, just let me talk about four major 

headings: 

First of all, teachers' salaries.. . There has bee.n a 

great deal of talk in New Jersey and other states recently 

about the_merit, pay ide~; the teachers ought to get w:hat 

.they deserve, and that t,he better teachers ought to be pa~d 

more. Everybody would be 3rn agreement with tq.is.. It is 

true, however, that while there are not many districts_ in 

New Jersey that have tne.rit pay programs within their district, 

it is true that within the state as a whole a ~erit _pr(,)gram 

is in operation_ and, in fact, .the better districts? the on~s 

that pay _the bigger salaries, tend to get the quality teachers 

of the college graduating clas.ses o Now, in this regard I 
,. . • ,•! ' 

will just tell you about one instance that happened to me 
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this winter: I interviewed a boy from c,'l. college in 

Pennsylvania who wasi, in my opinion, a_very fine potential 

math teachero He was co-captain of-his football team, he 
. . ' . . . 

was a student leader, -- and in every regaz:-d I considered him 

to be a high-type candida.teo He came tQ o~r district and 

he was-impressed with our schools as he saw them, and with 
. ' . ' 

the friendliness of the people, · but he promptly went to a 

district that could pay him a total of four or five hundred 

_ dollars more. _ In effect, he ~-11ent to a district that paid 

him a merit salary. And so, while we say there are not 

niany dis~ricts with merit programs in teachers' salary scales, 

in effect within an area within a stB.te there is such a-program 

in operation, · and those of .us who must battle for a bare min-

imum salary position are in- an- inferior position when it. 

comes to.hiring the quality people that we would like to.hire 

for our schoolso 

I would just like to tell you about some. of the bare 

essentials and programs that I think and Mr o Miller~- our· 

Board President , -thinks are lacking in our particula;i:- dis-

trict o For instance, in our elementary school, a school of 

800 students, we have no library for the children; we have 

no auditorium room; we have practically none of the special 

facilities in this big building of 26 roQms ·and 800 students 

that most of the districts in New .Jersey wo~ldnowregard 

as·commonplace - things such as sh~ps an~home economics 
. . . ' 

rooms, - spec:i..al art and music £-acilities, and auditorium as 

I mentioned .. This, in our particular district, we do withoute 

You might s~y, why don't w~ build an. addition to this school 

or build another one? As a matter of fact, we are now at our 
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very debt capacity= we exceeded it with a recent addition 

to the high school; we need other facilities toot and with 

a true value tax rate what it is we are going to find it 

extremely hard to remedy this condition and the other shortages 

in the program which really are of concern to us. 

I would just like to say one thing about our high 

school. Last year we completed a $580,000 addition and 

alteration program on this building .. Next year we will go on 

a staggered schedule. We have over a thousand students for 

a building that we had planned for 900. This will result in 

severe community pressures on us because of what they will 

say was poor planning on the part of the Board perhaps;. back 

as far as 19560 The fact is that there were many intangibles 

that could not be estimated at that time, and we find our= 

selves now with an overcrowded bui;tding and with very, very 

few tax resources and building possibilities to which we can 

turn .. 

In effect, I think that we in· Penns Grove and many of the 

smaller school districts of the state are on a. vast treadmill .. 

We are fighting.every year to keep abreast of the position 

that we have been in, and we. have almost no, possibilities 

of treading ahead or making progress, and in this age of 

specialization~ of rockets and other things, and of all the 

advanced technology, it doesn't seem to me that school 

districts should be in the position of fighting to maintain 

only that which has been acceptable in the past, but that we 

should try to provide those programs for children which will 

equip them to meet the needs of a really modern, present= 

day world., We donit think in Penns Grove that it's really 
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possible for us to do this under the present tax situation. 

In conclusion, I should just like to say this: I think 

the people in Penns Grove are in back of us, the school 

administrators and the teachers, in the orderly c~nduct of 

a basic minimum program. However, with our· debt limit sur-

passed, with the increasing cost of education,· with the 

state's share becoming smaller and smaller as the percentage 

of the whole each year, we find . ourselves _ , fighting to 

remain in the same position.,. We need additional help from the 

State to correct present deficiencies altd·to make some. progress. 
. . 

I would just like to quote three other sentences, if I 

may, from a little paper that the.President of my Board made 

up,. and.I think there is also some additional ·information. 

He says, "I am not one who believes that the only measure 

of the effectiveness of a school system is th.e amount of· 
. . 

money spent per pupil, but I do know th~t when a district. 

is so continually hard pressed for some money, as we are, 

the. things that should be done for educ,$.tion simply are not 

done .tt. And this is a fact - two other sentences: ''We in 

Penns Grove ca.n see little likeiihood that our valuation 

picture wil];; ever improve enough to off(:}rany substantial 

relief in dlr tax situation. In fact, the reverse· is more 

likely to occur. · From my geographica·1 position, we seem 
. . . 

much more likely to attract residential rather than co~rcial 

construction with attendant larger number of .children to 

educate from property that does.not pay its way so far as 

educational costs are Goncerned. Our only hope of being 

able to do the things educationally that we know should be 
done, o.f giving o.ur. boys and girls an educational opportunity 
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that is even.as good as the state average is by an increase 

it1 state aid. Personally, I would like to see an open-end 

formula devised.and recommended, one that would keep·pace· 

with rising educational costs rather than one based on the 

dollar_expertditure_per pupil, wbicb just by the nature of 

the legislative process is always obsolete by the time .it is 

passedo 

Mr .. Miller has over, the years been a studet1t of tax 

matters o He does have such a formula which he has been 

cogitating and pondering 'over for some yean\ and if at some 

future meeting of the Tax Policy Commission you would wish .. 

him to. present this in some ten or fifteenminutes 11 he would 

be h~ppy to do SOo 

Thank you_very much 9 gentlemeno 

MR o ALEXANDER: I might ask· before you goo Mr o 

Anderson 9 .could that be presented to us in writing, or 

would he wish to present it-in persono We vd be delighted 

t::o have. ito. 

:MR o ANDERSON: Well~ I have a copy of his formula f · 

but .without an explanation it would be totally inadequateo 

Mr. Miller is here. with me today but in a s:hort time we 

just couldnvt_ go into.his ideas about a flexible program., 

MR o ALEXANDER: My other question is~ Do you know 

the number of teachers in your system and how many of them 

have sub-standard certificates? 

MRo ANDERSON: . We have· in our system 126 ·teachers.~ 

and of the total I would say that there.·are probably 15 to 20 

with sub-standard certificate.so Some clarificatiori of the. 

term "sub-standardn is neeg~d, howevero Some of these sub= 
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standard certificates in our particular district.;. for 

instance, one teacher has a permanent.~lementary teacher's 

certificate but an emergency art endor~ement .. We would 

regard that as an emergency endorsement in her particular 

case. . I would say that the real emerge:ncies woti..ld perhaps 

be as few as eight to ten. 

MR. ALEXANDER: That is, that t~acher. is teaching · 

art? 

MRo ANDERSON:: She is teaching art in th~t regard as 

an. emergency certification, whereas her. full certification 

is permanent -

MR. ALEXANDER: · Are there any other questions Of 

Mro Anderson? [No response] 

The next organization. ·to. ·be heard from is the New 

Jersey Wine and Spirits Wholesalers. 

MILTON H. C 0 O P E R: J.vir o Chairman and 

members of the Commission, I am going to probably-provide 

a little interlude from·this highly important 'question of 

school aid and refer primarily to a particular problem as 

it affects a.particular industry. 

I represent an industry that not very often gets an 

opportunity to be heard but all. toooftense~ms to be placed 

in the position where it gets·a pretty good shaking up when 

it comes to .taxes •. We have in the past appeared·before 

legislative committees and we are very happy now that I 
. ' 

have the opportunity of appearing·before a Commission before 

we have to talk about specific legislation. The reason I 1m 

here is that it is conceivable. that this Commission may 
51 A 



, 

cqme to ,a dec:is·ion with: reference.i'to,: the ;~xi~ting' Chapter s 1>. , 

Laws· of ,t9~0,, : wllirib; ·. pr,o~id~s· fot- ·,not :.only pei-$on~l .property 
' ' ', '' ' ' '' '', ' ' 

· .taxes • but specif,ically a: fQrtnula·- for invent~Fy ta~es .. 
' ', 

we: £eel '°'1ery · strongly -that· the> per~on.al;. propi~rty, tax 
.. -. . .. 

' ' 

,:, busines,s. inventory. tax obyia,ted,., . In' our olitl PELrticul.af ~ase, 

and~1.·· am·· only' speaking: about. our particular·. ca~e ~ow .. because 

I 1,ve got a chance .to ..... we, have . -laid~in <?Ost ·merchandl~e upon 

which this persona],.property·-·busin¢ss irtventory;tax.-
' ' 

. levied, . that in most· in.stances- repI?esents a ntinimtim - and L 

reiterate.- :a- minimum of. over 50. per -cent _in already-pa.id: 

--federai· taxes~ . It goes a:s :high as 60 pet cent, in some 
. ' 

instanceso Now, this is "at,J:11:e. wholesale level before al)y'; 
; . ·. . 

retail tax has been {pa~d.; ,TJ:\at, inflicts a ver; h.~avi··bw;'den 

on us o · We. are .. · already very_: heaivily taxed by :the St;itet we 
are highly regulated;. • we .. ap~ not· complaining'·about· it; we-~-. 

- . . . 

are not· corri.plaining:-about paying taxes';···w-e·· are not_ coni- . ·:·· 

plaining about ·being regulated,' :but we ,do feel we' are 

entitled to a f,a:ir shake. 

· I I don't feel that the ' inventory tax sectiQn; of Chapter 
. . .·. . .. . . ·.. . ,· 

51 , Laws ·ot 1960, gives -us · a fair 'shake• : · i am p.ot .. arguing· 

,. ' about this for th~ :first time~ As I·said,, I have· a:tguecl' b~f ore 

legi~lative commissions before and A.sse:mblyman MattbeTN"$ 'Js· 

tired of hearing: ~tf> talk about,.it' probably;- -but r am going· · 

continue to, taLk :'about it ·because -:i.t 's unf~;i.ro I think to 
. . . . . . -· ·. . . .. - . . ·.. .· 

it 
·. • · o - . -. · : -. · ' . . .. •: . . -:- :·-. . ·_ . · I . · :.· · . . · · :· ·-·· . : · 
is ·unfair :for: a: .State · to even.·· attempt to l~vy an ad valorem 

. . .- . ·•: .. 

tax ·on: a J?:t'o<iuc:t: which -i's .repres'ented: 'in its -laicl~iU coit 

of over 50 .pez: cent: in· alr~ady..::p~id s;ta:te tax(i~; 0 ·.·· 
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Now, you may say, uwell; you have a legal problem 
-

there .. You cari get relief in thecourts." .Maybe'we can; 

maybe we can't., But T do f.eel .that at least we are entitled 

to consideration by this Commission when it makes its· 

report, and I am sure it's going to consider and. wilL m.~ .... r-ecom-

. mendations - or at least I feel it should make recommendations 

as.to the. effectiveness ()f Chapter 51 of the Laws of 1960. 

Now, in .,addition to that, in our particular industry. -

and this is· e~,sy to trace because we are so heavily regulated 
·j 

we have to report every month at the wholesal;e level.for 

every bottle of whisky that1
• goes out. Every bottle of . 

whisky carr:ies a serial number, and botll •the federal.gc;,vern-

ment and,the state government can trace every bottle right· 

down to the consumer. It is highly probable - not only con-

ceivable, but highly probable= that the same inventory tax 

can be paid three times, .at lec:lst three time. s, on the same 

bottle.. We don't think that was ever intendedo We. donvt 

think it was fair. In other words, a distiller, and there 

are distillers who have warehouses in New Jersey -there are 

a lot of distillers who hold who,lesale licenses put they 

don't sell to retailers; they merely have a wholesale license 

for convenience in selling to who,lesalers. They can sell 

in January to a wholesaler. Still they' 11 have to. report 

that inventory, as far as th~ir monthly report is.concerned, 

under the· Laws of· 1960. T'l:lat same bottle, then, will have .· 

to be reported by the wholesaler, while he's got it in the 

month of February. If he delivers lt in March, or after .the 

end of the month, to tlle retailer, then the retailer has to 
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report. and pa.y Ol'l. .the same 

. levied on t:he $a~ item. .. 

Now, I wouldrPt: be he,re ta,l~ing .. :this way if 

ta;king abo1.1t peanuts or nonsense .. This is yital 

it's a threat to. ot1:r industry., Rega.:r:-dJess of hQw 

.· think,. we are a legal indµs'i:r,y: and we pay a great• 

taxes tc> the State of New Je.z-sey., In 1959 

the> 1960-1961 figµres .. this industry paid over .$5 ,OOQ,QOO 
. . . 

in taxes to mu:hic:i.palitie.s ;:f<;>.I'. llcet1.f;e fees,. and >over 

$I7,000,000 to.tb~ Btai:e,··and tpatRs ne.t aft.er the. cost. of 

operating .the Alpoholic Be-verag~ Centro l· Oiv;i.sion ha.s .been. 

deducted., 

.The industry is an industry based.on small profit, 

very small profit, before t:a,:,c_eso · The operating costs are 

such in this heavy.jJnion mark~t ttiat we have - and we are 
.. . . 

not complaining . abo~t Unions L w:e<are • gl,a.d to pay vmate:ve.r 

we have to pay; and.we -wa,nt to pay it .. ~· that an increase .in 

a tax at the wholesale level of ,$12 ,000 to $1,5 ,000 per 

· wh<>le.saler, which. would occqpr can make the difference 
. . . 

between re~:l. and black, d~spite the fact 1:ha1; . there are in 

~ny instances millions of dollars of volume transactedo 
. ' . . . " 

Now, that's ha~d to belieye A lq.t of people (ion' t• 
e 

.. believe 'that .. /'!'hey figure .that if youtv~ got a,b1.1sit1ess. 

t9at\i_p.volves th.at m4ch>m9ne.y 1). yqu ':ve got,to {Mlke. aoig · 

pro¥it •. The .facts are ava.ilabl~. We have supmitted them 

in the past in th.e. ~orm of operat:ion. suzfveys which were 

prepa,red not by .us put :tndepe11dently .by St~ Louis Un.iyersity 

on·figures .presented to us .. 
,_.,_-_ . ,- __ : .. ·· ,/_,,' ., .. ·, 



Now, we have another. point which has been raised, arid 

we raise it because we think it's not only a question of 
.. 

going to courts for relief; it's·•. not only a question of 

paying a tax under protest.,· We feel in· all fairness ·that 

when sone thing is presented 1:o the legislature on the basis 

of its legality, if the legislature :feels tha.t it is iilegal, 

it shouldn't just pass a law and say, ,iwell, 'you've got your 

relief. We rely on the· courts.'' :we d~n•t think-that's· 

propere Thirty-five per cent of our inventory is repre-

sented in original imports which comes directly from foreign 

countries to importers in·this State and it rests in the 

warehouses of·the importers .in thi$ State for the purpose of 

re-sale .to a retailer. 

There happen to be two cases in this coun1:ry - the· 

Parrott case in. California an.dthe Morton case which was 

finally decided by the Wisconsin 'Supreme Court in 1961, 

which,. spe·cifically · hold that origin.al imports of that 

nature .still in th.e. band,s of•· the original importer for 

the purpose of resale may not be subject to ab. ad valore:m 

tax by the $tate or any sub-division thereof, because·it'is 

in violation of Article I of th,e United States Constitution, 

which prohibits the various states :from' 1levying ad valorem 

taxes upon imports. 
. . ' , 

We have. i11 this State a case. - the . Penny Drug Case. 

While it, is not on .all fours a liquor case, the holdings· 

jibe ;with the ·· liquor cases.; · 'We are going · to contest any 

taxation on original imports just as soon as we have the 

problem~ We can't go to .. the courts on a ·moot question, 
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and we now have. a delay until Ja.nuary Lt 1964 .. the 

· effectiveness c,f Chapter. SJ. of the Laws of 1960:<' I. 
) . . . 

bring :Lt up at this .time becaus.e it ... is some thing· else; th.at 

we offer. You may say it is - and it is - of special .. 

interest to our groupt but we feel that it· is vital and we · 

feel that we are entitled' to consideration because we are 

such a heavily~taxed indust;y and we are so highly regµlated. 

Now, I haven't prepared any memoranda.. I imagihe that the 

members of the Commission willprobabl.y receive some written 

data. from individual members· of• .oµr g;roup which will relate 

and te,11 the story.. I would like, when th~ time pomes, < µ' 

the Commission feels that it may have to consider recommending 

a continuance and no further postponement· after January. lit 

.1964; of Chapter 51 of the .Laws of 1960, to have the oppor-
: . ~: ' . . : . " . . . 

tunity to sit down and beco11te even more specific, becaus¢ 

the story is a very graphic one when you Iook . aj: prices and ·· 

, you look at taxes. 

Under the.inventory section of.Chapter.51, every 

businessman -and I.am sure there are many <:>ther.businesses 

in the same position we are in, and undoubtedly they will 

raise their objections - must re.port on a fo.rm which· is set 

up by the State to the . local assesso.t's his inventory o.ver 

a.12-month period, based on a monthly, last day of the 

month,. valuation. 

It is very easy, when youat'e con~ider:i.llg taxation 

of that type just to think of what you tnow ·;n the fo:r-m 

of inventory values. There is an .article that costs so 

much,but wheh you stop to.realize tllatany'arti.cl1a y9u 
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pick up in any wholesal~;•s··waf~li:ouse represents a minimum 

.. ofi 50 per cent already. paid in fede:i:-al taxes, I·. think 
• • L • .' 

.. wetve got a tittle'' dl:Efereht po~'iticn,. and deserve different. 

eonsid~ration. · 

· : Tha6.k you. 
. . 

· ~. ALEX.AN.DER;· ' Thank ycni , Mr~ 0Qo.per. Before .YQ:tl .· 

leave' I . take. it ,. that y~u _· are.· opposed . t.o • per-s~n~l property 
. '· . 

-PEixeson. iti.ventoryinany event? 
· ~~-COOPER:·.· ··· 1.-Ill g:lad you asked that question, Mr •.. 

A.i~x:ander. __ That spe-~if:i.c~lly is niy-'pos:tt'ron.· We .are: :.ne>t 
. ,· . ' . ' 

stating any opposition toa broad.based_ tax or any other 

.. · type of tax. 

MR~ .ALEXANDER: ... But if t~r~ ;_does' ha-ve to .. be, in 

the .wisd,om t>f ·1:h~ L,e'gis'.iatUJ:e,, a t~x on inventofy, :then. YQU. 
. '. ,. . ' .,._. . ' 

. feei 1:ll~t no ·one 0b~ttle' sh:o~li be} 1:aJCecl to ~-,re than ene . . .,' . . -·. 

person inan.y one year?-

MR. CO-OPER: l f~el that we· should have an exeniption 

at least· "ta the exterit of the' laid~iri c.'o~t·, which is repre-

S~ttte!d t>Y al.r~ady-paid federS:1, taxes, and I feel. ·we should 

ha~e an exemption from thEi as_ses:srilent e>f aii orig~al 
. . .· . -~-- .. . .. 

imports, aiid r feei ·in ~ii.Y: event~- as you· ha.v~ very well 

put· it, th~t 'no. item/;no commodity/ whether. it is \\Thislty 

or anyth;ng else~ should be ta~edmo;;e than once by any· 

iilventory tax. 

mt'. 'ALEX.ANDER:: : · Ar~ the~e. any other q~~~tit'>n~ · of 

Mr., C~oper? • Dr. ·watson? 
DR~ ·WA.TSO~: . I be lie ve l -h~ard. you co~rec t ly in 

st;at;i.ng that 'the cost 'to each ~hol~s~lei w~;uld be 
57 A 



., 

$1,2 , 000 t.o . ,$15 , 000 .... · Did. you say that'/ 
. ' •• • ,' •• ,' . . . ! :_ • • 

.. MR. COOPER: 

DR~. WATSON: ·.' . . .. . ' . . . .· . ': 

MR. COOPER.;, 

·an what. basts ,do you l;>ase the~e. figll.res?. 

On tlie · 1:,ornut{a ,~~t,.;fo~th·:in- ,~hapter~,:51.; . 
' . : ' .: :. . '"'' . ,· ·. -·. ,,• ,. , . - .. • .,._ .. ,- ... - ,· · ... ,. 

Law:s o1; l,960, ·aµd.w~~h tne ,krl.owl~d.ge of what th:eir,:_~~~e,n-: 

tories are .. 
. . ·', - ··.·,_· ,• ... -_.. . : . . . :: _ .. -· 

MR.. cpoPER:, On their; i11v_entor~~s and the f.9rmu.;La 

. se~ :f:ort,h, ~nd~r, ~tc.h: tbey ~otilf ibe t~ed .. 

MR •. ALEXANDER: Any ot}\e.r questions? [ NQ respo-nse) . ,. ~. . . 

· ' '.l'ha11k. yqu, Mt:.. Cooper~ 
.· • ,.. ,'i '.. . • • 

N'.1ow."the: r~pre:sTnta~iv;:,<>f the N~w-. J~rs.~y Pha:r:~~ .. 

ceut_ical Associat,ioni1, Mr .. , Alv~t;i, Gese:r. 
• , .: • • •• • •: - • , C ' •, • • • •• .,• •.: • ••• : ' • • •, - • 

A,, L V I .. G E S E .R: · , ~:y na~e.,is Alvi1l. Ges.er .• . I 

am tb.e Executive Otfi~er of ~ne Jew JErrsey P~c~u;ic~l 
A • • · .. ssoc1.at1.on,. 

. The }:few Jersey Pharmaceutic·al Associ;ation. was organized 
. . . ·~ . ' .••,•. . 

in .1870 and a:t ·present·.nas ·approximately ~4QO',:t11embe_rs _~cl ... 
-.· .•.. three affiliatecl. organizations·, with .an additie>nal 6Q0. ·· 

. - '·., . . ' . . .. .. . -.:' . ,. . - . ·. ., . ·, .. .· : .. . .;. ' . . .. 

.. · m~ml?ers. · ·Most. <>f- our meml:>~rs are :Vitally .con.cerned_ wi:t~: 
, . . -· .. . . ·-~ . . , .. · . ·~ . . . . . ,,, __ ' . . . . . .. 

. . . . . . 

_ We .a:re especially ;interested • bec;aus.e most of. our members -
. '• . . . .. . : :.· .. .. . . '·• .... 

·:are. i11 com.rnunity phar~cies whj.eh carry a s,ignifican.t ta:x 
=~ .. : . . 

· .. ·.·_ 1oad~ _ ·The . :I.962 Resoluti.ot1.. by -the Leg;i.slattire .stres$e.s · that 
. . . . . ·. . . . . .., . . : . ~- ' ' : . ~. .. ;, ; ' . . . . . .: •, .• 

a stud.y:be made of the taxreso~rc~~ of.the State and_its. 
:·,.. ··' . \ . : ' . -

. ·. political stip.;.divisiouEJ' to' it1.$tJ,l:'e a fair' and equitable ' ·'. - .• . .. / . . . .. _._,, .'. .· • .. '; . . -.... ·,· . . . . .. 

distrib~tion of_.1:h~ co~ts ~f. government, aiu~ng tl}e. residents 
,. ' . 

. of' the S~ate and the. businesses the in.dustrial.and 
· ... · ·-,,_; ··. ·. ,:;1:> .:~-,:_.-·. ··<.-: _:· J .·.;: .. ;· ·::·_. 1' .'• : '.-'-:' • .'-9 .. · .· . ',i:~,. . ,·. . ·-· 

eontmcareiai ~nte:r;-prii.$eS ~arried:-:.on •tb.et'ein,~ - In ~nY .. :i.nstan.ces . 
. . SB A•·.·. 



the heaviest portion of taxation is' borne by·business 

entities either through licensing fees 6r directly or 

indirectly through realty·taxes .. · r·wouid like to take 

this opportunity to point out one glaring ·inequity in the . 

present tax structure:. Although.· stationary businesses 

are paying a significant amount of money.for local taxes 

and will probably bear even a heavier load as a result of 

the business personal property tax on finished inventory 

goods, the door-to;..door selling f;i.rms pa.y yery little or 

· no tax.· 

At the national level, door.;to-dooJ:'. selling firms· 

gross at leSst several billion dollars yearlyand probably 

more. These figures a.re not generally available. This 

produces in New Jersey a peculiar situation ~nd one of 

obvious inequity.. Any· business, whether re.tail or manu-

facturing, pays a.fair sha~e. of taxes, but the door-to._-dsor 

selling firms pa.y very little or nothing., At present, the 

state law permit.s mu.nici.palities to tax door.;,to-·door selling 

people. for regulat'ory purposes o'nly and not for ~evenue. 

Even if t:he business personal property tax·. is 'ultimately 

assessed, most stat iont:1.r'y businesses have. heavy inventories 

and wiil pay even more, but thedoor-to=doorselling firms 

will probably completely avoid this tax, since there a.re no 

· · inventory requirements on this type of business .. · These firms 

operate exclusively through sales people an.cl the only 

inventory is generally a case. of sample goods .. 

Many municipalities do not permit door-to..;,door 

selling at all II but many d.o'.o We would recommend that th.e 
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State Tax Policy Commission consider a l~w permitting _ 
- - -

the. taJtation of -door-to-door salesmen thi-ougli licensing 
- - -

for revenue purposes.. In this way, e.ach n1unicipality 

could decid.e on a fair tax_ program i:e · theY desire or __ wish 

to allo'vi door-to-door selling,. There :Ls no' way_ of estilllating 

the total revenue tich could be derived by this tax change.' 
. , . . ' ' ' . , 

sinceefach municipality may arrive at a separate licensing 
- - -

fee or may not desire :to have anylfcensing fee at all.. 
Furthermore, many municipalities may wi~h to contj_nue an 

. :, . : .. 
-_- ~bsolute sanction on such method. of sale& However, In 

order to insure a fair and equitabledist:ributionof the 

costs of government 11 - it is incumbent on the govern~en,t to 

tax all businesses as equitably as possible so as not to 

create any obvious inequit'y,. '.l'.'J;ie change which we are 

re¢omm.eti.ding certa.in:1.y seetns to be in order .. other states 

·have a system similar to the one I am.re.commending .. 

In conclusion, may I thank yoti. forth.is oppor:tµnity 

t6 expre~s- these opinions .. ·· 
. . . .. 

MR.. ALEXA!-TDER: _ Thank · you, sir.. l'>iay · i ask yoµ a 

question? 
- ' If the tax on business inveritoryr~mains, you 

suggest .that there be .• equalization Of the b~rd~n between 
.·. ' 

those with fixed places of busi.nes~, stat'ionary stores, and 

door~to-door •. Does your orgariization_take any position 

with respect to the inventory tax itself? 

MR., GESER: I wouldn't like,.'to express an opinion 
at this time~ W'e have not as yet ·taken any position. It 

-is -our position generally that all. busiitesses should pay. a 
" '·• . 

fair share and that: 'we shot1ld encoura.g~ good. -government" 
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and whatever has to be.pa:i.d should be.pa:i.d, but it should 

be spread on .· a fair ba.sis. 

MR ... ALEXANDER: . I asked you the question because 
. 

the Manufacturers Association representative th:i.smorning 

suggested the abolition of this particular tEt.X and sub-

stitution for it of a pa1t>.ticu:tar c,orporate ttet inc.Ql;Tle and 

unincorporated business net income tax.. . Ii: seeltl$ t.o be . '. . - .- : . ,. ,.. ;, 

. that we would be interested if y()Ur ..f!.ssociation does 

study the question and reaches a conclusion, b,ecause what 

you say here.is - don't l:i.ghten the tax bµrden on us but 
·• 

give a little bit of it to the other fe.ll<;>w .. 

MR ... GESER: Well 7 .all .we are asking for. is equitable 

distribution .. We have no posi'l:ion on the other., We have 

a peculiar problem with the personal prop¢;r;ty tax which 

deals w°i:t:h the differentiation between finished inventory 

goods.and rawmaterial,s, wp,ich we could probably straighten 

out with the tax assessors, and I don't ~:I.ieve it merits 

real legislative stud~, sir .. 

MR~ .ALEXANDER: Well, if you do reach a view on i;:he 

broader question,. will you let us know?. 

MR ... GESER: . Positively., 
'.. ,, . · .. ,, -

MR. ALEXANDER: 
< 

.Next is the Tobacco.Distribu1:ors Associatiqnof New 

Jersey .. 

MONROE LEW I S; Mr., Chairman and . 

members of the. Commi,sion, my name is lv.ionrQe A •. Lewis. I · 

represent the Tobacco .Distributors j\ssoc.i,at:ion of N:ew 

Jersey, a trade association consisting of tobacco whole-

salers and approximate twenty=four or twenty-five thousand 
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retail dealers who handle cigarettes and kindred tobacco 
. . ''; . 

I guess the cigaret.te business is one that been 
., : . . •' ,,· ,• -

more advefsely ·. affected by our present tax policy ~f 

meeting' emerg~ncy with ma~-shift contingencies in that . · 

in the last 14 years the tax o_n a pack of cigarettes nas 

more than doubled •. The first cigarette tax was instituted 

in. this State i:n 19_48 for the ostetJsible purpose of 

financing a program of ~chool aid •. The tax r_ate was. 

3¢ on a pack of_cigarettes., At .. that time there was.a 7¢ 

tax rate on the federal· 1evelo .· S:i~ce th.en the federal tax 

has been.increased to 8¢ per pack .. · In 1956 11 in orde~to 

· · finance a school construc;t~on pi:'ogram, ~he cigarette tax · 

in this State was incr~ased irom 3¢ to~¢ pe~. pack.. ~n 1961, 

a·year·ago, another penny tax per pack of cigarettes. was 

put on by the Legislature in order to balance. the 1961 

budget, and a few months later in 1961 a woblem arose. 

conce~ning financing of.some buildings for Institutions 

and Agencies •. And, af~er a long drawn-Qut l~g.islative 

battle, it was deqid¢d th~t a cigarette tax should be 

placed on temporarily and the voters of the State should 

be permitted to determine.whether or not: they wished to. 

finance this .program through a continued cigarette.tax 

or th.rough a bond issue, and the voters of this State' by 

a preponderant number of. vote.s., de.cided that the bond issue 

was the proper way of financing the institutional program 
',' •. • I .'• : I , 

and the.cigarette ~axfroIIl. 6¢ to 7¢ per pack,w:as supposed 

to have ended.on June 30th of this year .. 
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A little over a week-ago in this very chamber, 

.the members of this Assembly, or 37_m.embers of this 

Assembly', ·vot~d to c~rtt:in11e tlie ·ciga'rette' tax on a -

permamerit level. 
:'; ·:·.-·.· 

.- .. , .. 

-Now' 'we know that· a difec.t promis:e was made, a 

direct commit:ment was made g to the people o'f this -State ' 

- not -only to 'our -industry -b~t to. th:e -cit:iriens' of 'this St~te' 

that: 'if: they elected t:o finance ~n -institutio~al aid program 

__ by means. ~f _ a. .. -bon.d issue._t:hat the.-cigarette_ tax w6u.ld be·_ 

eliminated, but despite this dire~t promise, this-Assembly 

lEist week' VQted to -retain 'th.e penny tax as a perina.nent --

·>fea.turei -, 

Now, there is no doubt :tn mj: 'mi:nd that: the members 

'·<>f the Assembly-who voted fo;:the' tax l:l~e -go~d iegislators, 
- -

'bUt :t think- th;t they a.re trapped' by the type 'of tax policy 

. _- that- hit~ be~n: -'prevalent : in this ·state, fo~. the -._ last -- decade. 

Th~·Legislature and th.e Exectitive; B;anch of this St~te' 
, . \ •.. . . . '. . . . ·. ,•:. ·. . ' . . ... . .. , ·:. .. -~ . "' ·: . ·. . .. ' ... _· : . . ' · .... - . : .. _ ... 

have closed their eyes.t9 real~ties and have refused_ t;o 

reeogriiz~- that the expense's Qf ru~ning 'the St~~te increase 
- . 

each_year.in the same ·proportion_as _the·e:x;penses of-running_ 

· any business· 

necessa;i;y_to 

.. : . ··. ., . ~- ., . ' . . . ' .. _:•' ; . . . . :. ". . ·. _. ·. 
incre,ase each year and tllat 1.t is_ absolutely 

adopt some type- of-ta:,cation ~hich will··be_. met 
. . . . ' , 

- by a11c·.the citiz~tis of 'the- .St:~t~ and- n6t by s~ine -sel~ctive 

-_ gr~ups, su~h :as cigarette smokers; gasoline· users, etc. 

-_ - Now; i "c;lon't have, .Mr .. Ale~Ilder, a··p~epared memoran-
.. •. 

dum., but ;i did ·submit t~ -you. some -s•t'atistics .·showing the 

··a:dv~rse' effect on the -cigarett~ ·business in. this State 
- - -

' . . ' . 

since the inception ·of· the 7¢ rate, or since the 5¢ rate 
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was •ine~eas~d--to 7¢. :··Y'ou ~J.it\:not!ee that_ tn''.tll~ year ·19.59,,, 
. . >-' die: _;l"ttiiiiBer ·oe: ;~ekij{:o:f '. cig~~~ft~l st:afu~~d\ il'i :N~l\7 , ;eraey, .· , . · .. 

as· ·cfc,mparei:l :1:~i itlic{}s:~;: "i>efi:i:>d"\iri'.'{95'g /• dtir'i~ ~:i.ch,,~riod -. 

·.,.::zt;;ttbf]i!:t:J:::!t:tii!:ii,~::/:::; .. · we 

··::1rlt~:E:t;f t-~:!~:~::\.2;:e:i::i::::::~ .... 
in _1:be, State of :'-New ?ox-kin.cri·~$,ed, i%,; a~d ----~ur- compet~tqrs-_-

. -- . <in the State of ·P~n~syl.vania' incre~s~d:) ~•.i%~ , ' -i,,;·: th<ei-efore~ _--_-

.-_rati ·•ov~r:·i.:1/2%;i~1,:Ji~·-··:~hi -~ati~iiill '~vef;g:;~,(·.~bo~1:'.:'.6~-1/2% -
,-_ dyer_- -the::·.:tlfi! 1',irki ·,tzic/r~S:~.e.;· aijd_ aho~t-·:4:0G/10%~. ~~ef --.~~~n-: 
-sylvaniai'.. 

'-.'fil· theJJC~·:·~~~f''.~f i96o~;· CQmp;ring, th~ fi~ures-;ith 

.. '-t~;e:·Year ·19.59'., ;t;iiiN~~!;i~t~tay'''iig~rette bu~-ln~~s :~dva~-~4:·, · 

·6%:··in c>omparisrin,/t:9\the:·4;1;2¾, 11attbn~l -l~v~l, 2.-8/10%--_-__ -.--_ 
-.. ~eI\hsYi~ahia',: _;~ricr" ,;:~z/Io%·~ Ne~ :Yoik::,;· '. .. 

--> Nbw, siiic~\the:)t~xita:~;':•~lis~cf fr6tn':0S¢ to. 7¢ >and, pt1t· 
ll~ ·in :a .. p~s~ti<>n;<~iier~•:, w~{ a:f~- iibt', ~pn{petitiy~ 'with.. (}Ur , 

. ~djo~niri:g· 'statei}>t~~'. figtir¢s'':;ibow/'irt:th~~ ~;idd of. -Ju~y . 
to:FFe~itiiiry•:';;;<'-we· dorf~i,'frtif~ fh,:'1M~~cih·: fffui-;~, ·:brit·-:i doh' t 

' \', _.,.· _.... :.;. \:\ 
-_. thttiw":"t_lleiy are·,any,:bftte}:~_ tli~}~ney 1ha:ve<heen for the fir~t ·_ 

. . :six 'mciri.ths of : thi's· ~t?fi&~ thit New' J~r~ey -·has, itic;eased ' 

·: : __ -2/l.Oth~--~of -·-t%,_iNiw'·t<>fi{h~s:i$;~i;e\1 ''J~j/10%:· !)~riqsyivania ---

_has iticreas:ed •il7/10%} -~n~{fl\e·::;nat'fo~al· ave~aga ·ir-.u; >2%\,:-
So:·lief~;Jn ~he . .s¥ibt·,:C>(·ij~~{j~r~'.e:y, wher!!•'wi•h~'.v~·; grea~er __ ·- . 

·po.p~la:tion- incr~ase'·t~;K ·an~ ,;of Qw;: 'siste; ~tat~s··• - as a .. · 
- · matter(t,f'., :fa,c'i::/ the certsµ.'s bi• 19~(}-~h~wed th~{ thee i~c:r:ea~-•··-•·· 

i"" populatio!l iii ll'eiot #~r::t:a.a 24% OVior 1950 ·a.S ,;.g~f,~t an.·· 



18% increase on the national level. - so that the increase 

in the cigarette business in this State should .certainly 

follow the population increase as. it ha.s · done fo:r:. the. 
. - '. : ' 

last preceding 13 years 7 but since the cigarette tax was 

increased from 5¢ to 7¢ we are now 'running 2% behind 

the national average, where previously we .. ran 2-1/2% 

above the national.average .. 

In terms of dollars and cen't;s 9 since we do 

$230,000 9 000 worth of cigarette business a year on.the 

retail level, a loss of 4""1/2% of busines~ amounts to , 
. . . .. ' .·. .. . .· . ·.. . . . '1 

$10,350,000 a year, which is the loss on the retail leve~ 

and the wqolesa.le level t.o the industry in. this State 

since we. adopted this 7¢ tax. as against a 5¢ tax t1'at · • 

prevailed before. 

Now, if this loss wal:I a general loss throughout 

the country' there' is nothing we could do about it; but. 

when we find, during this period of time 9 .that we are 

running way behind.New York, way.pebind Pennsylvania, and 
' . . 

behind the n.atipnal l~r:ta;~e l) there i.$ no dotibt .that the . 

loss of business is occasioned l;)y the fact .that peopl.e 

are buying their cigarettes in Pennsylvania,in.New Yol.'k, 

or in Delaware, where the tax is lower and they can .save 

a penny or two on a pack, or 10 9 20 or 30¢ ona carton .. 

Now, this is•unfair legislation that discriminates 

against an industry and does not allow us to compete -with· 
.. 

our neighbors in the adjoining _states .... This condifion 

prevails in every state where a 7¢ tax rate applies, and 

I think there are.six more states i.n this country that 
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have that high 7¢ tax rate and all of them, except in 

the State of Nevada, where the,y probably donvt care.how 

much they spend because they are throwing it awaY: on the 

crap tables anyway, where they have the 7¢ tax it shows 

adimiinution all along the line on cigaretteso 

I would also l,ike, while I'm up here, to direct a 

few remarks to Chapter 51.. As Mr,, Matthews knows, I .· 

testified at great length against Chapter .51 in the various 

public hearings and I think that any tax based 1.1pon value 

of inventory or gros~ receipts is an eminently.unfair tax 

per se.. A tax on business 1 in order to be an honest tax, 

must be based. upon net profit$, not. gross pr<:>fits or .. 

gross value of .inventory. We have an· industry where-:--a 

small wholesaler,who barely makes a living and has.a little 

store on a side street, doe's about three million dol.lars 

worth of business, a yearo He llandles an inven.tory every 

day of approximately $150,000 or $200 v 000., lle no more owns 

that inventory than I do. It is owned by the cigarette 

ranufacturers and we just re~eive it one day and ship it 

'the next day, but the inventory. is constantly on the floor -

not the same inventory·but there is a constant amount of 

inventory., To. make an industry such as ours s11,bject to the 

same tax rate as an industry that has an inventory that 

shows· a mark,.,b.p of 20% or 25% is eminently unfa:f.r ... 

. According to Dun and Bradstreet, the net. profit 

enjoyed by a wholesale tobaccnist is less than 1/2 of 1%. 

It was 39/l00ths of 1% actually at the last stuq.y made. by 

Dun and Bradstreet· about two years ag;o .. · So her-e we are, 
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working on 4/10th$ :()f · 1% net 9 • sµbject to an 

irive:ntory ta:x ~hi.cl1, in some: case:s mi~ht be. equf\tale~t to 
·. the.: het':pr~fit' ~rlJO'.ftld.'by, 1:he ·~9i~saler~ . ,I 'think' the 

. ;, : . .. , . . . 

same thing applies in 'Gbapte'r Sl ' to the tax on e'quipme.nt 
. . · ' . -.:.: ., . . . . ·, '.·' . . . . ' .. '• 

•'i 

<typ~ of t~xatlon, has· .bµilt a 1.ittle:.wali: a.round the State 

of, 1'lew Jei'sey Jn'ci, said p ; ,·,'fndtistr; ·k~~p· 'out ;,, b~ca.ti~e I ' 

Cani't coriceiye oi :anybody' invest:f.ng :(~~ge S~ttls ,' of mon.~y 

' ',, iri ~~w' equipmelit and, new' rnacb'in~ry su,b,j~ct 'to a' tax 

'levi~a· on.so%:;,. ~eYi,; ietis' 'i~y:~so,t·i~· th~ average of'. 

thi v·alue of the. property -in 'fts'- first ye~r and then · subject 

·. to its tbc~i r£3.te.': ·which :·;'l'ikt hf ~s'., high ~s 10%. 

' s'o we ~eri~u:~:l,y: ad~()c:~te. n:~i only that' a stu.dy be 
made of :ChaptJr st· to eliminate. .the, inequities .but that . 

. · ) . - . . . 

. se~ie~s ·co11sidera.ti6n.~ ·given to cot4p'ieteiy repeal-any tax .• :.·. 

,, ' 'bil invento~y: br: upo~ t:lie vatue. :Of equiprnent:r-•:and 'that it 
. ,·' ,. ·'·····, 

· ''•snoul<l be repJ,.aced hf a.tax»' if n~.c~ssary/ on riet ,:pr<>fits,< 

' ttet proceeds' not grhs:s; p~ofit 'and ~ros; 'pr~ceeds: . 

. No~, we fully re~li~e ~that we ar~ now talking 'abou~ 
' ' . 

i~.J~c·o~ tax, regardle~s .'df ~h~t ,we call,it, and :we fully 

·re;iize that ]:: guess '.t;he 'citizens . of this ·::gt.ate. ·and the 

re.s't .'of tl;le :<io·uri-t}ry. are about up to . th;·ir ·::ears Jn federal 

' iric:ome 'taxes J and 'I 'guees we (:lo come to 'a.' :PC>iilit w:h.ere 
·· .. ,. 

·. -· inco~e ta~~s' 4a~fs}, becoine prohib:i.tivi 9 ~nd. inco~'taxes, .. : .. 

whe"ri' they 'bece~ too' high/ kill th~ 'incenfive t:o btuld,o 

And then: we must come,. of, coµr~e·, to con~ideration. of a 

.' general. s~Ies :tax·,-' antf' :i:-ega:rdl~~s of the fact· .that I 

', ~e preseni; · 24·9 000 r~tafl~rs who would . be,, saddlEid" v1it:li the , 
burden . of collecting 'a gert~ra.l sales tax., :we must recommend ' 
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·•· 

. . 

·· •.. as an. association .and as an ·fl;ltiUStIJ', ... that ~,:f+·:it,is 

. ... nec~ssar,y:': .:.t~:-~a+,s~,in.o.~e~.)~~r:,'p,r ... y~a~ ·.·;.1:0 .~~1\.1:l)e, ,,.·.· 
budget• and to. elim:i.na,te th.is; p~~~iding ;of. ta,ces :.;up·og.,, 

. . ','.· 

partictilar indus·tri._es, r,eg.!irqJ~~s .of .wh:~t ·ciamage :is .. :d,one 
·.• ·: ' ! ; , ; . - . . . 

to the indust~z-, the S~a_t~ ,u_,:t. ~~pp,~ .a g;e.1:l~p~J::·$:a.l-~s;-·tax. -·•· 

We have this very y~ar· had .. lf, .. :sma~.l ~mergencf,·- well,• 

maybe it -was a big ellle:rge~~y~,-~I caught j.n it~nd I 

thought it was.pretty big ."" where :the .Qceark oyerr:an ,OW: 
: · '. ' . ; ':. . . . . ' . . . . . '. - . . _:,. ·' ' '. .. . . •, . . . . . . . : . . .' 

· • ·. s~ash~1:~, and, .a~ a r~sulF ~7 p.av~;-J~o __ balat1¢: ),n: th~ budget, 

we have no surplus, an.d the Legislattn·e bad to adopt two 
. . . - . . . . . ' ' .. , . . ·. . . . . ' ' . ' 

ta~es,. an inbe_rit~i:t,ce. tax ;at.i~ an exten$ion:·of. :r:acing. for. 

30 days so tha,t t;he poor _peqp:I.e -o;" ~amden can. 1 t .• g~t. pome 
; .... •, ' ' i ,•. ,,•••< • " ,.•, <'• • •. ' : •. / ".• d ',•,·:, • • • .• • • •o• . • . • 

and ca.n•t conduct their busi.-n,es!$._, Thi~,. in my_:o,pin:£.on, 
... ". . : ' . 

along ~ith the: _t~ ~ri, cigare~t:~s, .1:~- on. g~s:oiineva~<;l .. ·• ·· · · 
. . . . . ' . 

other specialized- sort ·of taxes.,_ sh.ould .. t,e .. :elimina;ted and-·· 
' - .•·. --~- ·,· ··.• ., .;'\" ; ,. ... , .. ,. ·- _:, ; ·, ... ..:· , . -· .. . . . .'·,- . :: .· . .. : : . ' .. 

c~ -()nJy be eliminated by the :adc,_p~ion. of a broid..;1:>ased . 

·tax. 

MR. ALEXA!-TDER: Thank yc,p.' Mr. L~~is • ' M,~y I, ask 

y~u 1:wo quest.i~,s?. 

. .: .. -· . ,•• 

MR •. ALEXANDER: You·· ha.v~. c:>bjection- t, .. 1:J:te :gig~rette 

tax,. at the present rate at least, b~c~u.tse ypu: think it is •.• 
' ' ·. . . ' . . . ~. : ,_ ' .. . . . ., . ·:-,,. . . . .· . . . . . ' . 

·· di.scrimin~t~ry against • tlle · people· ~ho s•ell c•~ga~~ttes ~nd 
. ' . ' . .,. . . : . ,.·, 

~+. .. 

also becaus~ ;t has_ r,~aC!h~d .. a.point oi; ~i~iniEjJ"t·:i.ng •retµ.i-ns ,· .·_ 
. . - . ' .:,: ',:_' . - .. ·,.· ,. . .. •. . . - . . 

· . the tax havi~. g~n~ up an,_<,1 the ,a,al~s h~ve .not: gone .up· :as 

compared to sales: in stAtes where the tax hasn.ri gon~ ~P-. ;- .. 
. °',. 

Have I understood tb,at cC>rr_ectly? 

MR .. LEWIS: · ·, That,'s right'.~ . , . 
: ,•.. ._···. ,_ : 

MR. ALEXA.1'1DER: The. sec0nd ,thing is that, you: ctid say 
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that you thought one would not object to paying a tax on 

net income, and then you subsequently said. that you 

thought a sales tax. was appropriate. Do you have any 

po,sition in your 'organizat:i.on as l:>etwe~n a corporate and 

unincorporated· business riet income tax such as Mro Brown 

suggested this mornirtg, in lieu of the inventory tax? 

MR.LEWIS: Well, we believe 11 as businessmen, that 

the tax on net profits or income would be more justifiable 

than. a tax on inventory or a tax on gross profits .. _Inventory 9 

as far as we are concerned 11 would be·a tax ·on something 

which doesn't even exist, .and we would certainly prefer a 

tax based upott net profits than.a tax based upon physical 

inventory'., #~ going back to the cigarette tax ·for -a 
' 

moment; l do not stand he're. to advocate 11 Mr o Alexander 1 . 

the complete resci.ssion 6£ the cigare,tte tax. 9 but I db _think 

it sh;ould be put back to the 'level of 5¢ a pack which would 

put us in a position to compete with New York, Pennsylvania 

and Delaware., 

__ MR o ALEXANDER: Are there any questionE:l of Mr. Lewis? 

Yes ~- Mr.. Yunich .. 

-.MR .. ·YUNlCH: Mr~ Lewi~~ you are advocating a sales 

tax, as I understand it .. 

:MR.· LEWIS: Yes, in preference to an income tax, 
. . . •, - ', 

which I think· has -already reache·d ·· such a high level on 
' . . 

the national level that it would be an-imposition to place 

another one ori the state levei I' think the fairest type of 

tax to raise the revenues necessary in thi~ State would be 

a sales taxe 
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MR.. YCJNIOH: 

,:,sales:: ,1:a.x,incflude a sales't'x "6ri. icigare:ttes? ; 
. ,_,:.z.m. 1:iEWIS:·, >: .. ~O', :sir-:;'·:·:>a:igat~tt~~>afe/nol-i';taxed ~1: • 

t~~:: ra-ti/bf 7¢·, per pac~} ·' l:itid''~-ven 'i:f':'t:ha'.t; $houid De :reduced . 

i:~€itne' day-it ,sti:11 cai-ri~'$ :'•~':'vefy, very'. 1a.~ge' sa!tis''tax~ ' The 
· .. t:~x. on ci;g~ret#es :;s ~.•· s~l~s tax· •. ; And' ev~ry State 'that, I 

· ·. kILow of, lvhere s. ~~les, tax was adopted, · they have always 

, ·· . .rsexclttdied:th~s:e prodtictEi~brucb>,-.x-~ n6~ specifically taxed by 

::th~: State' :suc:h. as 'gaso'line; an'ti' c·:lgarettes .. 
'. .. ·,:MR:~·· LEUCHT.Elff What is·· the ta:kon· ciga.ri~tes in 

:J'l~~ .yo~k:-:an~- Penn~ylvania:? ., Is· ;tt still,' 5¢?. 
- ., .. · ·' . . . . .; .. ' 

. :. ;MR. LEWIS:';: : The:•·· ~:i.g~?;"~ tte: ;ta,i in Ne;· Yot-k_ State j_s 

. 5¢ ,attd'-the: cigarette tax in"l~en.~s,Y:1i.rania'' is. '6¢ .. 

·· .. · .. at<: '."'J:;:MI;t,~:; LEUCHTER:: ': A:nother q~es'fion,::'.t-1Ji'e' Chair~~ .. 
. <:<Mr.. ·Lewi; ,.- c~#,ld y~u <t~ll· us. ~hy "the ; tC>ba'c\~o dealers . 

. ~;eferi\tt:• sale$. ta:>e instead :in in~ome. ta:,c? I know so~ 
·. tobacco, tlealer's as incl.ividuala;, they· liv~. ill New·'i~ersey ;; 

·a:•· fetl:ow: like ,-r·:ommy; Angelo. ):.he··1ives h~;~·; h~··••is going. 

torJlia_vE! 'to'ipaf a: sa.Ies··tax ::if the~e: is_:'on~~:: :Why w~tilcl: he 
p:r;e:ee't to pay· a sale1<-tax -i~stead: of an 1ncc,~e tai1 . 

;);;t;,;,i.\ ,::;,:~ .. . : LE-WIS: :, Wel 1 , . we £ eel tha;t · we. are'· 'payirig .:high .. · 
incdme taxes now. : ~re paying a high' fe,deral 'inc6me tax, 

j ·.· , .. jn:iain~;:'to,~put :the '-load:again ~n- the•· sa~e··peopi~. who, ·are, paying 
. . . .·.· ·,. . .,,._. . 

a hie;bffederal llic~me; fax •:~rui; just fttc.~e~se :·it' by ~cfdin~i'· a 
. s1i~~e,tneome -tax to>it would no1:··~e abet.tar ~aria of' 

s p~e-~~;lr,.g A;he tax load; ::among . all th~ . pe o~:1e'· _t~•afi . a genir~l · .. ·:•. 
s~i~s·;:tax where' e~~r:yl,)ody wou1l'paf i sqiatI part of thei tax 

.. burde'.tt:~\j'; > .: i', · .. l 



HR. LEUCHTER: Would I.be wrong in suggesting that 

the average tobacco retailer or wholesaler would pay more .. 

or hisprofit is such, his business profit or income is 

such that an income tax would cost.him more than it would 

the average person in New Jersey? Is that why he is 

opposed to it? 

MR. Mm1ROE: Well, that's hard to say. We have all 

types of tobacco wholesalers and retailers. We have some 

that make a lot of money, and we have some who struggle 

along. But I again say that with the type of federal tax 

that we have today, we ,don't feel that it would oe good 

business to impose a further tax along the same lines, 

another income tax upon the federal tax which now exists. 

I think what we should do is to find some other means of 

taxation in this State, some way of taxing according_ to 

capacity to pay, which is inherent in the. sales tax. 

l'-'lR. LEUCHTER: If I may continue, Hr. Chairman -

wouldn't a state income tax hit all the residents of the 

State the same way; in other words, it is not just going 

to hit the tobacco dealers but all the residen.ts, the same 

as a sales tax would. 

HR. LEWIS: That's right, and we don't know, standing 

he.re right now, what effect a sales tax or an income tax 

would have upon the average person in the State., We can 

only conjecture from what happens in othe.r states, but 

again I must repeat that we already have an income tax, 

although it might be federal, and if we have to choose 

between the two, our people would prefer a sales tax. 
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MR., ALEXANDER: . Any qtJ:ier questions,, 

Thank you very much., 

N~xt, .. the Superi~tend~nt of Scllc,ol~J Jal1l.e~l1urg. 

Borough Bcllool.District:. 

Griffith an.d Mrs .. Chiara. : .. -. . ·,,,•:., ., _"•,· 

Cha:i.rman 
. ~-

and members . of the Tax: Policy Go~fs~ion, I .am Tho~s G:r:-if#= iths, 

Superintendent of·Schoois 9f J'~sJ:)µ.rginM:idclles¢:x: County and, 
..... , .. - • .•, · .. ·.· -;;,~--- ·' '•'.'."i:'_':· ·,;·,:,·; '.: .. -•<· '::· _.; "•·, ::,:·:•,;: ·- ;:• ,:·. ·.··,_,.,,.,' .. ' · . .-:•.":'.·-_-:··,·,, .'·'-'"::, .. , ;" , .,-.,· ,•:, ,·,,i:.·.·., .. ,, .- . •, ·:·. •.\-' , .·'··: ·: ···a:.,· , •.,t•- ·. 

witq,,niy .. Boa,rd. Preside!3-t9 IYI;-s .. ,.J:am,es:Cni.apap: aTJ1· here .... tc:>daY: .• J:o .. 

give 1914 m<:>re. or less a sn:~r:t iJ>:v-erview• .. qf tJ:ie .· ed.ucati<>nal 

I financial,; stat11s of .our scb,oo.l,di.s'l:rict in .J'a);uesbu:r,g.> 

•. ···•·· .. ·.~~,are;' a,, co;u~ilY .. ·:f<Ie~$ .:.1:~aii,·o~e.·· sq~a;e. µ1i1i'''.Jn!"·· 
area an,d a popula:tion Qf a.ppro,xi.~jelyi2900 persoµ.s.., We,>ha.ye 

loc~].: i.n.~~1:ry, e.rnpl<:?yi11g ·ag~µJ; !f<t.Pf?.ople. in. two small factQ;-ie~ 

. Sue!) ... b;r:-,!e.f::Ly .is ,1:l:le.,:,ge.cfgr~~~ic atlq·:i; ... suppos;e.· w~)ci<:>ul.d siay· 
econ.~~i~ stab~JJtY pip:t=4i::-e .of t1:l.e 1?orough. of: James.J:>ll:r-gj a.t · .. least 

. . . 
as far a.s .· thca .scllo<>L di,$tr.:i.et is· c~ncerried .· ... . ' . . .· ' . . . ' '• •'. ': -.. ::. :.-. .- ,. ' 

We. feel. tu,a.:t. SQ1rl~c,lsi . in g" way are in a rather u.l;\;i.gue 

pqs;,il~~ll .. at . the prese1:1.1: time,+ No otJ:ier tax doll:,a.r pe:r-11.aps is . 

so A!f~<:;t:ly and. i~~di.gtel.y f':~J>on.s;i.y.a to voter con.1:r.-Ql .. · · r 
.dot1;' 1: bel,ieve that eve.t be,forE! .;ttaia .. tlle .!:3,ve.ra.ge. t:a.x~pi,1.yln.g 

" . 

citizen be~ll sc, large~y con.c::erµ.e.(l, al:.>ott·t ta~·mon.~y, as, far. ~s .. 
. . . -/_-,,,/" ·-:_\_ ,· " : ", .,-~ : ... _', ;, .- . ' - '·· ,:,.:, ' .. ' _:.. ,- .· :· . -··-. ·• ' "· ' .- . ' . . ,•. , .. - . 

. . 

that ... \l,e .. is literally driyen. ·1:h~i::-e l)ecause of the. heayy ta.x . ·. . ,_.··.:.•,·.. .: : . ·;: · .. : ; . '.' . ·; ., .: '-_. ,-\-./, ,-.,.,,:, '·•,·''. . .,: ': .. ' - ,•,_-,.- ,· .,;,,•.' . ,·· ,, . .. : ,; _-•_,'·, ,_. ', --_- :· •, :·; :': 

burd.en. and als<> partia:J.ly ~~cau,se of the fact that he .doe•s 

have some .. oppqrt.;t1P:ity.oye:w>1:9~· con~.:roi· ... pf. 1:h~•.· e~pe1;tdit1.1re .. 

. . I believe ·.that when we. talk .about a district 11 s 
" 

financial. '9++oFt: .... edueaJ;iQ'l"l.~iS,'9f ;rha1: we aF~ rea:t..ly <:liscuss;l}g 

is J:he district's ¥;.l+Jng~~$s ·.al.lei. a.pili1:y to Pa,Y .;~:r:: its, 
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e9-uea:tional _ program. ; Obviou·s1y, .·.pr'acticaliy' ail-_ of the• sc;h;ool _ 

·district's income, comes f~m• th;~; ta?Cpayer .. , ·.- It is ,quite 

evident i.n the case of' J'amesl>urg, _because of the iack of 

industry;· t;b.at by far th~ greatest part- ¢,f ,this :ta.~ rests --
.· . ·····: . '.'. ... '--:'.·. ' ,. -( · . 

with the~ komeown~r.. 

. . ' : 'tm: comparison· ;;,ith most of the ·scnooi 
Midd~s•~~ c~u~ty, Jafueslltirp;i ~e·t~~~~y· pr~s~n~:~ -a 

districts in._ 
. . ' . . 

pi~~BFa ·•of 

o'Ve~expending> itself; perhap~; -:i.ri _ i.t,s ~hili;y and•- its •· · 

--wil:lin~e~s t~ .pr.otride -educat*otlal oppoi-~U:p.ii;J;t\:s ,fo~ -. ;~s •-f~uta; •· ___ _ 

\(e ~v;: the lowes~ ;equal~~d vaiµe.. pe.r pupil,in -the cou.ri:tf, -
in t~e ~metlnt -<>£, roughiy,·.$13~.800/ iin fact, that is actua.11.y 
. "" . .· . ,. . .. · . . . . . ' : ... 

less -_:thari ~ne:.blf' (jf tbe' c~u~fy'·avtr~g~- 0f $~9l0()0 equalized-_ --
. ···; .... ,• .. !,; . '•· ·_. . . .. ... :.•· . 

val~~ per pupil, .. · Also, it is · !SO ~:r. eent: .. le~s in turn· than the_ 
. . . .· 

net.t :low;st :t:o~· within the aetinty,/ - :ln spite of the- fa~t- J)l~t 
. ·.• -.· . · __ .. /, .. _ ' : ; .. ·.· :. · .. :·-. ..,, . 

. our ·~qualized yalue is SQ 'iot.t•, ;t$~d second •·highest in: the' 
eo~~J;l' ;n~ e~~<>r~ t~ · .. g~gci:'. ~d~~ati&nai ._oppo~t~n~~¥~~ J _ .- _-
f_9r tll~ c:hildi-~n. a.nd the yo~th (;)~.,;th'e -coimn~n;ty~ baset:l of course-

on .tbe ;:ftill valuetix:rate, using the market valµerather.th.an . . . 

an ass~ssed value., a replac~ment value. - 11: also stand.a third' -

highest:. in °percientage of ratio of . asses$ed to' true value; - :in, -

other_ wor<is,' our ·assessed -vkltie', th.~ ratio of ··:our assesed .. 

value to our true value ih Ja~esburg is S:ppre>~imately ~3.7%,: 
. . 

and in that case tie ~t~nd third~: B,µf ou.t of· 25 districts within 

the_c;e>unty,.we are next'to th.e iow~,t-:ln rel~ti~ilto.the net 

.taxable value • . , ... -_.. . -

.. Even th~ugh we have one . of the lowest star,ting' sala+ies . 

for ,teachers 'in the county,· we .<io ~:x:tend quite a great effort 

toward · the . expenditure· for ~aiaries. · ±n · tha.t · particular area, 

.due to the fact that because of th~ longe_vity of service of. 

the majority of.the members of our staff - I would say approx--
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imately. between. 68 _and 7Q ,per cent "'."·.·. mos,t of ,thentare __ near 

maximum or are qn maximum as f.ar as the. ,salary sgalf! is 

concerned., In t;h.e event that A~sembly l3ill., 140(should be.come-
,. . ' ' .'- . . ·,· . ;_ ' .. ' ., ,- ·. 

law 7 it: woulcl mean that in J:amespurg oµr instructional costs 

would increase approxima,,tely 1 .. 5 per cent ove.r: our q,urrent 
. ' : . . . . . . . . 

instructional e~penditures._ as cpn,ipar~~ ~itJ::l, .. 3% inp:rease tota,l'."' 

wise ... ,As you can sees that againl) · I :f'ee~ 9_ wpuld place a heavy 1_ 

burden 4pon the peop,le who are X(?sp9ns.ible foi:- .trying to, get 
'. ·.' . .. _ _,; . ;· ' .· ... ' 

( 

·. the taxes to operate · a school system w:ithin that particula,,r, 

.. " . 

During the pa,st,February 9 '.th~ High Sclloolwas visi,ted : ,· .,_ · ... :: ,,,.,.,. ·,.; .. ', 

by ~n ev?,luating committee frqm.th~ M:iddleSt~tes Accredi't:ing 

Ass~ciation.~ 

the improvement of the .·. :i,,11d:i,:vi<;µal ,p;f.gh schoo 1 with regard J;:p 

the .services that. it renders or .. offers• to the, yoJJth. of the 
''}_ 

commu,nity., The committee. in_ this ~.ase 9 , a~, i:n al:L _ca,sesi :Was 

entiz;~ly c.\bjecJive .in its conc:Lttsie>I\S and I, would: l:P,<e .to 

quot,e ,J1ist .a sentence' from tQeir ,cgriclusions:; -',"l'l:le visiti:ng 

comm:lttee approves _'the •. sphooV ~, phiios.ophy a:nd . state.~nt of 

objectives 6tnd .con:nnends the. establ.i~hment of woi:-thy goals of. 
-, . .-~:,, __ .:._,c:.-.- · .. ,~ .. , •. ··· :: · ...... •',. ! '' ,,.···!_, '<\/t,:··~-,,,:·:/r-:::':·:'···~'. ., ·.'. ,,;· . .. .· 

.. the, -~9:t,1~f1.t:i~tta1: pro~ra:m.,u. We, ,f!;~l;yery ~appy and yery_ pleas~d 

with_ :thl;l.t type of ~taternent 9 p1J:t n~yertheles~ the ,comm:ittee.,has 

definite statements, of reeommenda:tions ,wt\ich. should be. incor.-
.• • ,•: .. ••, .\.• • : .. •. ' • \' ,:• .,., _', ••••.' •.-1,,:,f, • • •., +•, ·. •- :••., : • ,; • ;•- • • '• ;. •• •o ', ,; • 

por~:t,ed ~rrt:o th': s,ystent i;n c,r-d~r- to,, provide a w;ell-balanced .. · 

prog:r-lfl-Ill of. st1i9::i~s,; We lack. e,1,:1;:t:t:r~J,,y or. n~ed greater ,im1;>ettis 

in tpe. .foll.owing principal andJ:,or:Lt:.ical area:_s of the school-, 
• ,'. ·'. ' • •• , ' ,. • '··' • .,.,, ' < 

curric:ulumo,. This 9 of course) is, ac,~ording to the recommenclations. 

of th~ evalu.g,ting CQID111i,t1ree: 
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1. The institution of an art course at the earliest 
possible time. 

In other words, currently and :cor a number of yea.rs 

we do not have any art course as such in the Jamesburg School 

District. 

2. The music program should be enlarged and 
strengthened. 

3. A third year of existing foreign languages should 
be added. 

4.. Science laboratory facilities be modernized and 
used to greater extent and to better advantage. 

5. The Industrial Arts program be strengthened • 

. 6. The possibility of a broader program for the 
terminal student be explored. 

7. Consideration be given for a possible addition 
to the physical facilities in order to expand 
the program of studies. 

The additional facilities outlined above must of 

necessity add to the present tax burden O•f the people of the 

community. Under the present tax setup 1 it becomes practically 

an impossibility to follow through ~ith the recommendations· 

outlined, placing a bµrden upon: the people that is entirely 

out of line. 

We feel the·educational opportunities should be 

expanded to include those areas which in many instances may be 

terminal, for many of our high s.choo:J.. graduates. I believ~ that 

we als,o .take no issue with the fact that Assembly Bill.· 140 

should not become law, but we are·cpgnizant of the fact that 

unless a broad. base tax of some sort is instituted in the 

immediate future, to comply with the aforementioned areas would · 

be art impractical and impossible situation,. in our own school 

district. 75 A 



Now 11 I must say this to you 11 gentlemen ,and members 

of the Commission 9 that Jamesburg does not represent an are.a 

in which there is going to be an exc~ssive amount of growth .. 

as far as the district itself is concernedo We are and will 

be confronted with .a growth perhaps in our surround:i,.ng to~ship 

from which .we receiv_e high schoe>:l. pupils 9 but we ;felt that it: . 
possibly would possibly present·a differ~nt ~mpact and over-

view to you folks if we were· to come to you a:nd/::~g'M:1H:t:lta:c\F:we; are 

expending a good amount of mop.ey 11 we.are giv~ng to educatio~ 

a maximum amount 9 but yet we are not coming here and saying to. 

you necessarilythat.we need more money because 9 first.of 

increased growth; or because of being in <tire straits~ as far 

as excessive growth in population is concerned., We do '·feel, 

though 11 that the State should provide more financial aid and. 

support to the local .school districts and we fe~l that a 

broad~base tax of some sort may:be ·the answer to. that. questiono 

MR o ALEXANDER: Thank you very muchc Could you. tell 

us the number of your teaching.staff and how many of them are 

not fully certificated? 

.. MR C GRIFF;[THS : Yesc .. We;have. on our teaching staff 

48\i a11d one of them is not certificated; one is working on 

emergency certification l) and 't7. are properly certif~cated. ... 

MR., ALEXANDER~ . Are there any further questions to .... 
. . 

be put. to Mr •. Griffiths? 

Mrs., Chiara 9 are yoq.going to sp~ak to us? 

CH I AR A't, I have only one or two 

sentences to add to Mr;, Griffiths 0 presentation before the Tax 

Policy Conunission 9 and tbat ·is that at .the present time we are: 
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spending per pupil $438 per year, which is above the county 

average. Secondly, while we do not presume a very large 

increase in pupil population 9 the indication that Mr. Griffiths 

gave you concerning the Eval,u.ation Committee Report indicates 

that we must of necessity add to our present building and our 

present staff to incorporate these recomme-nda-tions-., We have 

reached. almost the Jiim.it of our bonded indebtedness because ;,t{}:yiears 
:,,;.1,.\;\J" 

L,frlf:o' we built a new elementary school, so this puts us in a 

rather dire situation. We felt it was only fair to present to 

you the type of community in which there was no large pupil 

population increase but again a community which isP based on 

the amount of valuation behind each pupi1, doing an exceptionally 

good job.in terms of tax effort to provide a good educational 

program for its children. We ask you to seriously conside~ a 

broad-base tax for state school aid~ 

MR. ALEXANDER: · Thank you. 

The remaining witness 1~ if he is here, is Mr., Mark M .. 

Jones of Princeton .. 

MARK M. JONES: Mr. Chairman and gentlemen 

of the Commis_sion, my name is Mark M. Jones; my address is 

Carter Road, RD 2, Princetoni and I appear here to give you 

a little diversion.. I thought it might perhaps be in order to 

try to say a few things in the public interest, and 1 do so by 

concentrating on the subject of what I call ''New Jersey 8 s Over-

head Expense~" The paramount economic problem to which thought-

ful persons of New Jersey should address themselves is not 

taxation.. It is not digging up more money up tim~,µghi/i . ' , .. , '" 
I. •. ,.',.,, 

government for spenders to spend. If this proceeding is based 

on any such assumption, it is badly biased and prejudiced against 
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the public ·interest .. The principa.l.qhallenge.to this Commission 

is to prove that it is· sornethftl,g rn<;>re.1:han a brainwashing 

device 9 the purpose of w'\}ich.is to· prepare -thepu.1:>lic for more 

spendingo 

The .paramount .econorp::Lc probl~m of New Jersey is 

exces~i.ve.overbead Tllis,pccurs in the form of gqv~m-, 
' mentexpenditures., · The total of 1;:h~se ~xpenq.it:µres now reqµ:lr~t; 

financing approaching·. $6 billion a year - six thousand, million -

four J41lion federal\) two bi:J..lion state and local., It means 

there is too much nonproductive e¥pense to be carried by pro= 

duction and the income of the .people of the State.. It res,ults 

frorn too much spending by 1,21':t. gq'1'¢rnmentaL U'C!,its within.the 
. >·- ., 

Sta,fe, w~ich are spending almost two billion dollars a yeai:-" 

It results . from too 1nuch spe.nditig by the s'tate government 9 

which requires reventies o.f over five hundred million dollars a 

year.;to finance expenditures ce>:g,1;1ig.~rably gre,ater., There are 

·too ma.ny kinds of taxes,, .The t~esare too high,, The key 

problem: is the same al.rnost eve~yw-he:t::"e in the world = over--:. 
·. . .. 
spend.i'+1,g by government ang. ove:t:::t::~xi~g., This has come to repre= 

•' , .. ;- , . . 
sent. the bi.ggest.racket in theworlp. .. 

T:he New Jersey part c>fth~ problem is but one pa:i:t 

of a nation...,wide. degenerative trendo It is the same kind of. 

trend that was a primary feature in.the decline and fall of 19 
. . : . . -~ . . '. ·. . 

of the 21 civilizations which long.ago disappeared into history .. 
; ., .-, •, ,•·' ,-·" : '. . . :. ·.-· ',' _,·. 

In 1~ach · case the pyramidihg of nonp;oductive expenditures 

through government wa.s piled up soJ:tigh that it shackled and 

strangl~d.everything productive,, Overhead smotb.ered pro-

duction and initiativ~.; The same thing is goirtg·on all around 
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Political excess in the form of over.spending is a 

form of cancer that has been developing_for a genera:tion. It 

has been ca.moufla.g~d $0~What by the word itinflation.'' Not-

wi thstanciing the fact that the p~imary, cau;es ·of inflation are 

all in government' the word t1iuflation'' is used as the. alibi 

. · of government fo~' contlntilng ~o th;r;-pw spe11ding gasoline on the 
. - .. ' ·• . .. ~- . \ '. . . : -- . 

sprea.d.1ng:: flames of inflation. '. In effec.t, . we •. are beipg told 

that we mu~t have.moreinflatiol). because we hav-e· inflation! 

The first and foremost cause of inflation.is govern-

ment expendit11res. 102,000 ag~nc:ies of government in .the . 

United States are ·now spending at ~n ·. annuEil. rate of $173 billion. 

Tb:i.s does not represent-the entire overhead expense of our, 

muddled·• and w:>.bbiin.g eccmomy. ,' ... However •. it does approxi~te 
' ' 

40 per cent_ of the national inc:.o~e. Against this, there is no 

reason for- believing it possib~ELt<), b.ave a going-concern _ 

economy and maintain the scale of living of the .American p~ople. 
' ' 

for 'long if the overhead is 'even 25% of t'J;l:e national income. 

An economy is· automa.ti~ally in liquidation. as soon.as the ov-er-

Of course· the 
' ' ' ' '" 

economics professo;s don't know. th:i.s, · but that is riot· all 

that they don•t know. 

The ·second cause of inflation is government inter-
. ' ' 

vention and c~nt;oi~ of economic activity. • In the case o.f t~ 

federal gove~nm.ent,. the Hoover ,Corom,ission in 1954 reported . t~:fi 

\were 2,133 boards, bureaus, commissions, ~ommittees, etc~ Many 

hav~ been ·added ~·in~e~ . Proposals recently were pending to add 
.. . . 

- 69 more •. What must be stated along with the Hoover Report is 
. .• . _,· ,• ' ,· 

that most of these artificial instruments interfere with the 

market system., mass . .up the price system, increl:lse ~:·. cost of 

79 A -

. },ji 



,, <' 

doing business without justification 9 and 9 in all but a very 

few cases~ each completely loses any rea$on for being in ~erms, 

of the public interest a short time after it is createdo 

Keeping arti:ficial instruments beyond the point where they 

have a reason for being is the principal reason why-they 

degenerate and take on the char:ac1:eristics of Socialism., 

The third cause of inflation is the federal income 

tax.. It ought to be called the Communist income tax., It is 

an idea that was put forward by_Mat:'JC and there is no reason to 

believe that the scale of living oj; the American people can be 

maintained or advanced on the basis of an income tax., Evem;.the 

Russians know thiso There is nq _reason for believing that a . , .. -- . (· ' , , 

going-concern econ~my>can bk maintained on the basis of a 

graduated income tax - a device of automatic degeneratiori,o 

The fourth cause of ;i;nflation is - the unbalancing of 

the division of the product of in4ustry" ·1t arises mainly 

from political vote=buying at'.t~mpted by means of legislation· 

which grants subsidies of pr[~vilege_, to labor -monopolies., One 

result is that a disprop;rtionate amount of the product of 

industry goes to labor and an insufficient proportion goes_ 

into the process of capital f orrnationo . The national econqmy 
, ' .. . . ' . . 

.therefore tends 'increasingly toward economic anemia", It 

suffers from effects similar to economic bloodletting .. To 

say that this is due-to economic illiteracy on the part of 

politicians and tabor leaders is of no help .. The degeneration 

continues just the same and regal7d;i;.ess of intention~ 9 g<:>qQ._ 

or bad., 

The,fifth caµse of inflation is monetary policy,, 

The control and manipu.l,ation of. the -money supply is 1n the 
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hands of the federal government. This control has been 

exercised in a manner which has contributed much toward the 

creation of.the present position. Manipulation of the money 

supply during this generation has not been in the national 

interest and plays a leading part in inflationo 

The last primary cause of inflation is the thought-

control system •. By this means, the.system of communication 

of the country is us_ed by politicians. to exercise the initiative 

for the purpose of brainwashing the people. Merely by repetition 

and blacking out the real truth, delusions are produced and an 

artificial and synthetic public opinion is established. This 

has been a leading factor·in estEtblishing and maintaing the 

general program of demoralization which has been operative not 

only in politics but in all·of the other principal categories 

of life .. 

It is time the people, realize that what they confrqnt 
' ' is really a system of political sabotage or betrayal. All of 

the noteworthy causes of social, economic, and political de-

generation. arise. in government •. · The effects, however 7 are 

something different., They come to rest on the people. They 

hit you in a place so fundamental and important as to determine 

your future. This is because the political chicanery under-

mines and destroys the value of the money. It has happened 

over and over againo 

Governmental policies.imposed upon the people of 

the United States by politicians within one generation (since 

1932) have destroyed most of the value of our money. As of 

a recent report of the U .s. Department of Commerce, the 

purchasing power of:- the doilar at consumer prices was down 
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to 44~6 cents\) con.side:i:-ed ?A a 1939 basis,, In other .words \l. 

the polit.icians,_ politics.~···•.and .•. political maneuvering_ has 

destroyed 55 cents out of ~a?h dollar o.f _value ;i.n tlle money 

of the peopJe of the Unite,d States just since 19~9.". If. you 

go back to 1933 when one of the greatest political ~teis in all 
• • ; ' ' •,,_t' ' • 

history was perpetrated - the devaluation of the dollar in 

terms, of gold - the value. destre>yed., probably approximates . .75 

cents,, Thus the dollar of 1962 is r,robably worth less than 

25 centso 

Although much more should be said with respect to 

what should be the economic policy of New Jersey h~nceforthi, 

time wi,11 perrnit reference to but. a few aspects of that. subject;o 

Firsti New Jersey does not exist in vacuo... It has comp~tii::ion .. 

Its competition has not been doing very well" Before think:ing 

. about following in the footsteps of our qompetition\l we ought 

to see what the competition has done to itself., I therefore 

propose that,, before any conclusions .are attempted 1 a study 

be made as to just what has happen~d in Penn~ylvania,, Michigan~ 

New Y-orkl) and a few other states~ and of the effect in their 

experience which might be pertinent to New Jersey .. In other 

words 9 what cause.d Pennsylvania to drop from one · of the leading 

states in the number of gainfully employed to a pos.ition way. 

down the list? What are the causes of Michigan 11 .S tottering on 
-

the verge of bankruptcy;? 11\There is the :a_ nad s_qua .. ndering of 
' . 

billions by the State of New York taking it? Certainly we 

should not just blindly repeat the mistakes of our compe tii:ors o . 

Second~ .I think it should be established with impartial 

minds that the present scale of expenditures of the State govern-

ment in New Jersey can be justified,, The opinions of politicians 
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and officeholders on this question do not reflect an ability 

on their part.to interpret the public interest .. With 153,000 
. . 

local government employees, 35,ooo state employees, and about 

. 55 , 000 · fedEaral employees iri' New Jersey, 'there are enou.gh 

spenders (243,000) to make a lot of noise.. The kind of study 

needed sh~uld be made by non-professors and non-politicians. 

and. shquld be direct~d.toward.ascertaining wheth.er.at lea.st 

$50,000,000 per year can be cut fr.om. the present scheme o:e 

spending of the state government, without wrecking anything 

or destroying the futureo 

Third, it would be timely.for responsible persons who 

do not .have an ax to grind to point. out to the people the. 

nonsense implicit in tp.at propaganda shibboleth with which 

the spenders are spraying us - the need f.or a "broad-based tax .. '' 

There is no such needo 
. . 

Fourth, ·the time has come to do something intelligent 

abou.t·publicschool educationo For years wehave.submitted 

to typhoons of propaganda and br~inwashing by ithe spenders. 

Public school education no longer can be. taken for grantecl., 

There· is plenty of evidence to indicate that it does not serve 
. . 

public purposes which justify the present'coercive· financing 

through taxationo There is plenty to indicate that public 

school ecluc~tion is not worth what it costs. There. is f?Ome 

evidence to indicate.that it'could be made rnuchmore effeqtive, 

but I am sure that this will not oqcur if change is left to 

the educationists. In the. meantime, this new· racket called , 

State Aid to Education should be checked, and· the amounts being 

thrown away in that diiectio~ should be reduced at least fifty 

million dollars a yearo 
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Fifth,·another very important sector in which the 

chickens of politicalmismana~ement ape;co~ing home to roost 

is transportation,, F.ir~rl:, politics regulate<;l. and taxed. the .. 
' . 

railroads to death~ Now tb.ey tax. the ,people to offs<at the 

financial consequences to the railroads which were caused by 

them_ in thf=. first. place .. _ The situation. is ridiculous and an 

insult ·to -;ntel ligence ... 

Sixth~ the highway situation probably represents >the 

most backward area of political.i:na:r,J.agement in New Jersey i> This 

does not mean the Highway Department,; It refers to .the totally 

inadequate policy of the State :i.n ;gnoring the·actuarial 

necessities of su.ch a service.. The threading of pighways. is 

not a problem of government; itts a problem of managing a 
-

serviceo Thinking in this area is most archaic because it is 

mostly politica:L and unrealistic,, :,:t has its bearing on the 

unnecessarily high e~penditure ,tott3.;L of .the State .. 

Seventh 9 in these mat~ers we must sooner or later 

face up to a history which shows th.at the people we have be.en 
' ... . : ... : ':' ·, ,•:_ . . 

relying upon as tax experts cannot_be t;akert seriously .. What 
. . . ' ' . ' . ' ' . -

theY have bee~ givin~·us has at best been little more than 

half=baked.. They have ignored ~alf. ot;:,,,~he subject : the tax . - . ·. ,·.-··,'• '.'\·.;l ·-. . . . 

base., In .other worda, $7 thepE'!. ar:e .two ,fundamental se:ts of 

factors involved in f;(J)Und thinking about taxation., One has 

to do with .the re.ven~~ side~ it'.1.cluding the ki:nds of taxes , 

and the rates., ·The other has to do with the tax base, or 

what is to be taxed.,· Rational attention to the pr<:>blem 

involved calls for a careful ba~ancing of 011,e against the. 

other and the maintep,ance of some sens·e of proportiono For 
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a generation at least, this has not been done. In order to 

keep an economy going, you have to keep the tax base growing. 

The so-called experts don°t seem to have found. out how to do 

this yet., 

Finally, I submit that a question which. should be . 

given consideration before any qU.e$tion of expenditures or 

taxation is: What should be the chief features of economic 

policy of the State of New Jersey? This would include how to 

define and measure the overhead expense of the economy and how 

to regulate it in the interests of maintaining a goinl-concern 

economy. Fundamentally, gentlemen, we have an economy in 

liquidation. 

Merely because the federal government and other 

states have beeh careening recklessly down the crooked path of 

politicaJ degeneration is no reason why New Jersey should do 

the same. Why should New Jersey spend six billion dollars a 
' year on nonproductive overb,ead? The.re is an unparalled oppor-

tunity for it to be different and to make some contribution 

toward stopping the mad flight toward the destruction of the 

value of the money of the United States and putting the entire 

country into the hands of political receivers. 

If the people having the initiative in political 

affairs in New Jersey show that they are sensitive to such 

considerations, they will in part justify the faith re.pre= 

sented by the enormous inve;stments of those who have put their 

capital to work in New Jersey during the past generation. If 

they don't, they will start a movement which first will slow 

do~m investment in New Jersey and then sta:ift an exodus of,, 

capital to places where there appears to be a better prospect 
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.of politicalresponsibility .. 

Gentlemen, the remedy for too much of something 

is not more of the same thing.; 'l'ha.nk you .. 

MRe .TOOLAN:· 

MR,. ALEXA.ND ER : . Mr.. Toolan" 

MR .. ·TOOLAN: Mr .. Jones, are you sp~aking on your 

own behalf or on behalf of anyl;)o¢ly else? .. 

MR& .JONES: Not on bebglf of anybody but myself .. 

MR,. TOOLAN: And would, you. mind stating for the 
-

record what your profession or callJng is? 

MR,. JONES:; I.have been a professionaleconomist 

for 50 years and have worked for th¢ J,.arger corpora:tions 9 

the government 11 and fol:" variot1s interests,·. the Rock~fellers 

and people like that.; J have gee11 in a,n.unµsual position in 

that I have been perhaps called upon to spend more of other 

peoplegs rnoney·and·time on;.studyinghow too:t"ganize and. 

manage the national economy th§l.n ari.yone else that I know of -

not that I have found out toomuqb about it, except that I 
·, 

have found out a great deal aboyit what is wrong., I wish I 

knew bow to repair it~ I don°·t.. J:. can only come along and 

hope to sound· this kind of note .. of warning, becaµse this 

subst~ntially is what I am going to say whenever I get a. 

chance.from now on. in the State of New Jersey., I think the 

time has come when we have to face the fact that we left 

entirely too much to pol:i..tics and politicians and, while I 
. . 

have great respect for many of.them.as individuals:i I think 

as a profession they have not made a very good record, and 1 

think we ought te do something about ite 
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MR. TOOLAN: Whom do you: t:hink ·· we , can: turn . it .o.ver 

to? 

MR. .JONES: ·. I doll.' t knQw.. I,,.do.n' t. see anybody 

who would be s~tisfactory right noF.,~ so I think the main · · 

thing we should do is to t;:i:y and get the: ·men. ;we have to use 

better ideas. · , . · ·· 

. MR. TOOLAN: 

. MR. JON.ES:.>, 

Do. y~ hay;e a copy .. of your .statement? 

Yes;,.I. baveo 

MR. TOO~: .. I wonde,r if you would _send to the 

Commission a little historical statement.with respectto 

your --background, training -·· 

. :- MR. JONES: Well~ it.'s in Who is Wh~. I can send 
• ' • i -·. • ..... 

you a more el.abo:tate .description if you wish~ • 

· lfill_. TOQIJ\N: l. beg yo~r pardon. 

J<lm. JONES·:. ; , I say, it' ,:i in Who' .s Who in America.. · 

I can send yQu a more e laborat•e one if you w:LsJ:i. It can be ·. 

made as elaborate as necessary •.. 

MR~ ALEXANDER.: Are there other quest:i,ons of Mr .. 
Jones:? 

.DR. ASHBY:·.· I. have one. Would you say, Mr. · 
... ,. A 

.Jones, tjlat the State University ls non.-produ9tiv·e1 

. ':, MR;. JONES: · I would, SElY fr9m an, economy.,st:andpo{nt 
. ·.. .· . . 

. and the standpoint of ma.intaining,the actuarial basis of the 

economy, .. YOU· would have to consider it so. .- I. don't say so in · .· 

a sentime-g.tal sen~e; that is, l think it has value ·within' 

limits, although I happen-: to .have. spent a: great deal of time·· 

and money on :x-raying universities<and lwouldhave a great 

deal by way of reservation about them~ I don't say that they.· 

are wortn what they cost either. 
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What st:arida~ds·~re you using when 

you state. that' th~y are not :worth wh,:at they ·cost, meaning l1 

., --

fot.YIB.~.t:ajie:e .lJ .the State University'? 

MR .. JONES: WelLl) the elementary· standards of 

economy~. and that is~·first~ results ... Youtake what results 

you expect or what results the.y.proje~t and you measure th~m 

on th~ basis. of what theihave achieved~. They don 9 t even set 

up criteria b¥ which they. cari be judged in public school 

education., I might say that I h~ie,had·to battle this subject 

philosophically·behind tqe scenes for 30 years with the g~eat 

gods who turn loose 1:nost of this hooey that is pt.it out in 

justification of present ·public. §9flQOL education.. · 1 know 

them personally, and they are all u1:1.ite4 on one propaganda 

shibboleth; namely 17 there is no:t;hing the matter with publi.q · 

school 'education that more money w9n 8 t ct.ire., . And th.at ,is n.ot 

so and never was,. But you ca.n . go (lown the. line and make a 

regular scientific assessment of pu:1:>lic. school education· if · 

you want to and they will not :pass on very many of the 

criteria that .you would use., 

The thing that is needed is for someone, who is not 

an educator or a group who are ,nqt educators~ to' sit down and 

design a prog:t"am of education for tbe·public schools that 

would be in the public interest., l donut mean to say that 

the educators should be. ignoreq;e r think that they should be . 

considered., Most of thern.are:well~me.aning and well ... interitioned_. 

But the whole setup is in a <le.generative trend and it seems 

. impssible to get it out of it, an,d I donft think we should go 

on pouring more money into it until we ·f.irid a way to fit it 

to what is needed~ and you have got to al:"rive at a cotlclusion 
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publicly as to what you need, what you want for ,public school 

edt1cation; you cannot leave .it to the experts and the National 

Education Assoc~at:io n or a Teachers .College, or to the ,U.S ... 

Bureau of Education. 

:MR. •. ALEXANDER: Could I.ask you, Mr. Jones, is 

there a public school system anywhere in this country that 

you think measures up to the standards. that you believe in? 

MR. JONES: I don't know. I haven't made a 
.. 

special effort to look into it. I have had to do with several 

thousands of projects and organiz_ations so that I seldom have 

a chance to go back and see whether this has happened. So I 

couldn't say whether there is or not. · I have. no doubt th~.:t"e 
-

migh.t be.. I once was Director of Personnel for Thomas Edison 

at Orange many years ago. He said one thing that always 

impressed me, and that was that .he. had found at one time at 

seven or eight places .in the worlq. different people had about 

the same idea; in other words, an .invention was seldom entirely 

original and e~clusive,to that one person - the same thing 

happened somewhere else in the world without the knowledge 

of any of the .p&i.rties. .· So I woµld say that there are many 

other people who.would have these same ideas, because what I 

am talking about is just elementary organization engineering 

and, of course, education is the last bulwark a:nd. they have 

resisted it for 40 years that I know of. I personally had to 

X-;-ay universities and colleges and many schools myself, so 

I can t~ll you that this kind of ~lementary thinking has not 

yet been taken. up and has not penetrated education .. They 

h.ave dug in behind a~ademic freedom and a lot of other devices 
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designed to really conceal or keep them fr-om the necessity 

of really thinking~ 

JvIR., ALEXANDER: Thank you .very much., 

Are there any other questions of Mro Jones? 

[No question] 

We 11 T bel.ieve 1 thent that this will cone lude 

the hearing this afternoon ... I want to thank everybody for 

remaining within the time~ I also want to say that we will 

convene again tomorrow morning at 10 ovclock, same placeo 
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Steps to cope with th.ese conditions. will greatly inc?eas~ the cost of public 

education, but. unless there is state assistance only the taxpayers of the core 

cities will have to pay the bill. Finally, increased aid should be given those 

cities that furnish free library services to suburbanites. In the case.of 

Newark, the city's excellent museum is open to all and should certainly 

receive broad financial support from its entire service area. In summary, 

whereas a half century ago the rural areas needed special State assista.nce and 

participation, the need is now in the core cities. The only effective method 

of ending the vicious cycle in which cities are enmeshed is. °for the State to 

pay its fair proportion of the costs of these. services. 

Furthermore, the social functions of health, welfare, hospitals and 

special education as well as highways are truly State responsibilities,. The 

State has recognized its responsibility by requiring munic:i.palities and 

counties to .assume these functions. Yet the State has notmcitched its 

concern for these problems with any adequate assumption of financial 

resp.onsib:i.lity on its own part. 

Recently the State has shown a very tangible concern for the 

devastation caused the New Jersey shore~l:i.ne by the March storp!. I agree 

that New Jersey·should ta.ke steps to assist those unfortunate areas. 

Nevertheless, I contend that a St.ate- program to help u:rbcin areas overcome 

their physical and, economic erosj.on should, .be of much more vital concern, 

since it would affect many times as many citizens, many of low income and 

unabJ,e to help themselves. 

In. acl.ditio:n, to their inµ.dequacy, p:re.sent state aid programs have 

another serious defect. A few yEiars ago State school aid was considerably 

increased. 
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This had the effect of holding down local school. taxes for only two yearss 

The reason -- the program was fdr a fixed dollar amount, which.means an 

ever-decreasing percehta.ge of state revenues ina growing eccmomy;, Another 

example·-- State aid to municipal and county roads, fixed at actual dolla.r 

totals, amounted to 28% of the State's gasoline tax and license fee revenues 

in 1951., · In 1961 it amounted to 9.5%. New Jersey should :follow/the example 

of most other st&tes and provide that a certain percentage of State revenues 

shall go to its various aid programs. In this way the State will continue 
. . 

to pay its proper share of these ever more costly governmental services. 

My final points are in the interest of the overtaxed homeowner. 

Taxes on residential properties in core cities, a1ready too high, became 

even higher under the mandatory revaluation program, with the result that 

they are now. al.most unbearabl.e. The most direct and effective method of 

providing rel1ef would be through a homestead exemption lawe This would be 

an important inducement to hold homeowners :in·the city and for our central 

cities to survive these people must be reta.inedo Furthermore, Tower taxes 

would provide a major'stiinulus to neighborhood rehabilitation·and 

conservation, key factors in urban renewal. Another major reform would be 

the establishment of uniform, county-wide assessments by qualified assessors. 

The reasons for this move, equity and efficiency, are just as compelling 

today as they were when I brought them to the attention of the Commission 

in 1957. This would be a real step forward in bringing order out of the 

chaos that is' now the New Jersey property tax systemo 
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In conclusion, I wish to assure you of my support and 

of the support of the City of Newark as you carry on your 

deliberationso Yours is the most momentous task now being 

performed by any age.ncy of the State of New Jersey,. I wish 

you the greatest success •. 

MR. ALEXANDER: Thank you, Mr,. Mayor~ Are there any 

questions by members of the Commission or the Advisory Committee? 

Thank you very much. 

The next witness·will be the representative of the 

New Jersey Congress of Parents and Teacherso 

Would you come forwardo 

This is Mrs .. Kenneth W. Lathrope. 

MRS. KENNETH W. IATHROPE: I am Mrs., Kenneth W. 

Lathrope, President of the New Jersey Congress of Parents and 

Teachers which has a membership of 486,492. 

This organization for many years has had a great concern 

for the manner in which public education is financially supported,. 

It was among the first groups in the State to re.cognize the 

need for a change in the tax st.ructure and to actively endorse 

and publicize the concept of a broadened base tax for school 

support in New Jersey .. 

The New Jersey Congress of Parents and Teachers is 

primarily interested in children and schools., It believes in 

and wants good schools, the kind that do something important 

to and for our children, and prepare them for a world which 

contains Laos, the Congop Fi¢1.el Castro, Mr .. Khrushchev, space 

trave 1 and the hydroge.n bomb. 

New Jersey has, on the whole, good schools, many that 
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are excellent .. Unfortunately, however, it also has some 

that are not as good as they should beo Here are some of 

the very obvious reasons for this condition whic·h concerns 

our membership: 

Parents are gre.atly concerned to note that New Jersey 

schools are using far too many teachers who do not hold 

standard State certificates for their positions~ and that 

this number is increasing eve.ry year~ We know why~ of course. .. 

There has been a shortage of q:!J-alified teachers just when our 

schools were growing fastest;, Most communities would be able, 

however, to find fully certified and qualified teachers for 

their classrooms if they were able to pay high enough salaries& 

Parents are c.oncerned also at the number of pupils 

on part-time., Some part-time situations are~ perhaps~ inavoid-

able - the result of sudden growth., Most of them are not; 

they came from poor planning or the fact that coIDJ.~unities did 

not have or would not vote the money to build needed schools 

in time o This is also true. of the thousands of children 

going to school in what our State Department calls sub= 

standard classrooms .. 

There are many other school conditions which make parent= 

te.acher members unhappy., Let me just enumerate a few without 

comment., Oversize classes, inadequate. administrative 

supervision, insufficient libraries and library books~ 

absence of student guidance departments 9 substandard health 

and recreation programs, elimination of cultural arts depart= 

ments and many moreo 

We have seen these·items reduced in school budgets 

even before they came to a vote; and cut still further after 
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budgets were defeated.. We know .the re~as~m, of course, was 

because the local property taxpayer could ne>tafford to provide 

the necessary fundso We also know, because we have looked· 

ahead, that even more pupils will be in our. schools over 

the next few years. It is going to cost money just to ke.ep 

our schools wl:e re th~y are., But this · is . not enough; we think 

they should be better yet~ 

School budgets and bond issues have been voted down 

largely because the taxpayers- feel unable-to pay the highe.r 

local property tax., We see no signs that they are unwilling 

to pay fair taxes for good schools .. We are convinced.that the. 

biggest roadblock in corre.cting school conditions which need 

correction and to making funds available to meet inevitable 

increases. in school costs is our present system of raising. 

school money.- inadequate state school aid and too great 

reliance on local property taxeso Therefore our organization 

believes there is a need,and now is the time for major changes 

in our state tax system., 

Because New Jersey already has almost.the highest 

prope.rty taxes in the Nationt and such taxes now involve 

wide. inequities among taxpayers and with this system, almost 

every increase in school costs forces these local property 

taxes even higher; and because. cost of education will con-. 

tinue to rise. and a substantial increase in state school aid 

is the only practical way to assist local districts to 

meet these rising costs; and because adequate state aid for 

e.ducation, as well as other areas of state responsibility 
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cannot be forthcoming under the present tax struqture .we urge. 

the recommendation of a broadened tax base .. 

Thank you., 

MRo ALEXANDER: .Thank yout Mrso Lathrope. 

Are there any questions? 

I believe not 9 Thank you .. 

The next witne.ss will ibe the re.pre.sentative. of 
, , 

the New Jers.ey Manufacture.rs lssociation .. 

. Ho RUSSELL BROWN:. My name is Ho Russell Brown .. 
. , ·~· 

I am Assistant Treasurer of John A. Roebling's Sons Division 

of the Colorado Fuel & Iron Corporation, and. appear here. in 

my capacity as Chairman and spoke~man for the Committee on. 

Taxation of the New Je.rseyMa.nufactu~ers Association; which 

currently enrolls 12\000 employer members in ·.New. Jersey., 

The Commission on State Tax Policy has be.en directed 

by Joint Resolution 5 to ''undertake a comprehensive re-

examination of the. entire State and local tax structure and 
. . . I ' ' 

of the tax re.sources· of the State and its political sub-

. divisions· to determine to what extent the .existing tax 

structure should be modified~ff To insure e.quity between the 

· needs of governme.nt at all level.s and the financial resources 

of both business and privatei taxpayers~ the Commission bears 

a heavy responsibility .. Most everyone now recognizes that 

New Jersey faces major tax prob le.ms at both Sf ate and local 

levels, and that no sound solution can any longer be based 

upon.a piecemeal or year-to-year approach., 

. ln its Gomr.o.ittee sessions held over the past several 

years,.and in its expressed policy statements,N .. J~.Manufact:urers· 
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Association has sought to strik~ a balancebetween the,interests 

of ·business and industry arid th~ 'ecori~inic \1e1·1 ... being of the 

State's citizens. 'Such interests 'are pasicallyo~e and the same. 

As industry prosp~rs in New Jersey, so do thos~ whorn lt employs. 

Paychecks and salaries are spe~t·; largely in Ne-w Jersey where these, 

people live., and the grocer., the auto dealer and salesmen fil prosper. 

If .an industry or plant leaves New Jersey., we a.11. suffer. 

Ou.r courts, our labor leaders., and>our Governor~_have.all 

spqken out in recent years about the hodge-podge structure and 

1nequal1ty·ot·taxes in New Jersey. Every property owner.knows. that 
' ' ' 

our ioca.lproperty,.taxes. a:re close. to the highest in the natiop., and 

that ~ny, further .·~~bstanti~l rise of ?osts. in that d:l.:rect:1.on cannot 

'be tol~rated. ' We know thfl1; Ollr courts have time anti' time' again 

·. hinted and directe~ that ta.x equalization must be achieve9. · .. Leaders · 
• • • ,· • • : • :. • •• ., > '• 

of organi~ed labor have ~ndicated well!"'f'ounded concern about the · 

need for serious labor-busine~s-e;overnment consultat:2.on to create a . . . . . -··. . . . ·. 

progr~m. wh1~ll might, retain and attract job c,pportun1t1es. Go_vernor 

Meyner sta.ted in 1959 tllat 40.,000 new jobs must be c~eated and f_ound 

in New Jer:'sey each year to meet the neeqs or our e:,q>anding population. 
. . . . . . . . . ' . . . 

' ' 

Chances to achieve·. the growth necessary to create new j.obs. are · 
. . . .·· . 

seriously· 1mpaired l>Y he~vy. taxes now :imposed upon the New Jersey · 
. . . . . . 

business community; part1cu1a:rly \lPOn .. 'business personal· property, 
: ' .,, i . . . . .' . ,· - . - , . . 

Governo.r Hughes is on record that he . ."doesn, t care much" :t'or ,th·e 
' . . . . . . 

taxes imposed on b:u~lness perso11a.lty., and recognized at apress-
' ' 

confere,nce ,held, on ~arch l3.- of. tbis ye$r · that the business personal 

property tax was Ila general> headache to ·small, business~'' 
' ' ' 

We have all he~rdmu_ch recently about.product competition 

fX'om abroad,.·· but llav,., paid too 11 ttle heed t() the keen competition 

for industry and_ Jobs New Jersey faces from its neighboring_states • 

. Industrial development experts., while vigorously proclaiming 



- -, - ,· . 

a.ll of New J"erseyl1;:1 to industry, must concede two important 

deterre.nts ·. toi locat16n here which se.ncP Jobs that could easlfy · nave . 
been New J~rsey :jol:>s tooJf' rieighbc.n.~:tng.··~tat~S oi'iN~w fbrk an~l 

-. -:,, . < - ....... . ' ·,-.·,·:' :'·· ,., :.:,: '·._i. .;,,,· :".':' •. : .,.. . _. '" 

Pennsylvania. Orie.ls the .t'act ..... that .. bdth sta.tes·hav~ ptiblidiy~ 
C , • . . 

financed .industrtal develppmen:i••·· a,u~hqr£tte~ hr'i'erltjg easy financing 

for new industry. the fact .that neither New York nor 
Pennsylvania· taxes .··.tari~~ple'p;rsina1···PI'g;e·rtY lise~··}~tu~itjesE{:. 

•· :. -- . :. . - - ' :': .: ._.\ -_ ' ' . , ' 

other a company contemplating a major investment for a new. .-,., .·_ .". ,, ,_. '· : •' .•·, .. ·, :, -. . '. .. . . . . 
. - ' . ." 

. pl~nt in one · of the three •states would finci in New •J.ersey very.: 
' . . . 

property taxes .on bis machin~ry, equipment and inventories as, 
. compared with none assessed. in >the other. two states. :tt takes a 

. _, -,· ' . .-·. . ---": ;. ·.: _-.. ,_, ·~, ._ .. ·\·; ··.- ' . . 

lot of othe;r advantages to>offset this local tax factor. 
. . . . . 

. . No ,better demonstratib'ri ftf needed of the inequities that 

exist id th~ assessment andt~xatibri ofbusiness personal property--

machinery, equipllleni and :i.bvehtor;ies:..--than the.·. recent experience . ~nder · 
. . 

Chapter 51 of the.Lawsot.·1960. F.or two success! ve yearii, this ill-
. . 

fated ef.f ort to reform prop~rty t~xat:1.on has been d.eia.yed because of 

taxpayer resistance. Despite.efforts to make Chapter51 .as palatable 
. ' ' -·. . : ':~:· :-· . ' ., . 

· as possible:, the complex::1.ties involved in equal assessment.and 

taxation of business perscmal property are alrnost insurmountable •. 
. -- . . . . . . . . ' - . :_ - :." _:.' ' - : . 

It is the belief of the Cqhuni:ttee Orr Taxation of the New Jersey 

ManufacturersAssociatiori that the provisions of Chapter 51 that 
. . . . . . ' ' 

apply to business. personalty qannp't ):>e repaired., but .instead must · 

be replaced tllrougha corppletely;.new approach to the subject. 

To the extent· that t,he .. needs o:f' government at ail levels · 
. ·. ' . . . 

for additional revenue can be Justif'ied, and to make. the chore of 

paying taxes .less 6nerous_. if' poss,:Lhle,, for all of us, New Jersey 

Manufacturers Assocla.tlon recommends a fundamental r.eorganization,· 

· ·based upon preliminary study., .•ot State 

and sourc.es of recf3lpts a!:3 follows:· 
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1. Increase the State corporate net income tax rate 
from the current 1-3/4% to 5%, and a:t the. same time consider a 
revision of the sales allocation formula so that it no longer 
penalfz.es New Jersey pr,odu<;:ers. · · · 

2. Tax the net income of unincorporated businesses 
operating in New Jersey at the same new rate ·.;. ... 5%. 

3. Legislate a limited sales and use tax, at a rate 
which may range from 1% to 3%, asmay be found necessary, to 
produce revenues the need for which can be j1.rntif:i.ed. · 

Fo:r the. c.bntinued pr·osperi.ty: of all of us ·.in New: Jersey, 

these new taxes.are advocated>to be imPoeed only upon condition that 
; . . .. . .·. . •,;,'. ' - .. ,_.. ._.- ... ', ' •.·' - . ' . ; - . : ·. ,. ·- .. ·' . 

. the following d~terrents •.to. expan~ion in our State • are eliminated: 

. T .. , Th~ current local taxef$ on business and farm personal .. 
pr,9pe;rty.(:t,nv19qtories, tnacJ;i:J.nery_ and equipment) ••. · · 

2. T:he tax On_ .. net worth of cdrporat:tons. 

Accor,ding to the best o:f'fib1~l·f1>gJres avai:table;._ t.he f'iscal 

results of the changef3 we suggest woul.d. be as i'ollqws: 

New revenue f;rio;m 

a) . Incre.ase. of corporate income tax 
· from·1~3/4% to 5% · :· 

h) 5% tax oniricomeof unincorporated 
b1.1:sinesses, not nqw taxed 

Q). Li111:tted sale1:1 ·and lise tax at a~% rate, 
·· 1:f' n~cessar:y 

. ., . 

Total hew :revenues 

.Lo1:1s in revenues from· repealed taxes.: -

Business and farm personal 
property taxes 

Less recqve:red thJ::'ough sub-
13tituted utility tax · · 
( see page 7) ·• · 

Net Locia,1 P:r-opel:'!ty Tax :I:,,oss 

Tax on net.worth of. business 

Total to be r.epla,ced 

$ 91,000,000 

19,000,000 

$ 72,000;,000 

34,000,000 

$49,500,000 

12,500,000 
',' . ' 

110,:000,000 

$17a,ooo.,ooo 

·106.,000,000 

Net increased revenues from 
proposed changes .$ 66,000,000 
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In recommending this suggested program of basic tax reform 

we do not retreat from our long-recorded urgings of the need for all 

possible economies in State ahd'local government. We continue to 

insist that every ·need for a: dollar' iri tax revenue, deri Ved from what-

ever source Or' for whatever purpose'., be fully justified and documerited • 

We· recognize that demands for expenditures at the J.bcal level are 

pressing, but no more· so than the need for relief of property tax.es 

imposed at the municipal level. If any such program as we suggest 

is adopted, taxes now received for local use and eliminated must at 

least be replaced, and more, by the 'adoption of an apprOpriate formula 

for the return of riew taxes, collected and paid to the State., for 

municipal use. 

There will be advocates heard who: favor a broad based tax, 

if needed, upon incomes rather than upon sales and use. They would 

have you adopt such substantial personal exemptiora as · to· make the 

base of tne new tax they advocate les:3 than broad., and to so reduce 

its production of revenues as to make it less than a solution to any 

'problem which may exist. 

A sales tax, if needed,• can and should be so fas·hioned as to 

make it5 impact geneval, butstill'least upon the citizen less in 

position ·to pay. Certainly necessities such· as food purchases for 

· home consumption and medicines ·and drugs should be exempt, and our 

income prodtictlonfigures are so calculated. The loss of revenues 

which would follow the exernptiori.of Other purchases would have a 

hearing upon the rate of tax /which would be imposedo Rent payments,· 

gasoline and-cigarettes would be exempt from any such tax. The impact 

upori'.local bus1ness should be weighed against the imposition of any 
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sales tax upon hotel occ\lpancy ang the considerable tourist revenue to 

be derived therefrom. Whatever the ultimate decision with respect to 

exempt:t.ons from any such tax·might be,_ it should not provide for exemp-

tions. a.o diff~rent from those allowed from the sales taxes imposed by 

our neighboring states or cities as to dr.ive business., and revenues, 

from New Jersey. 

If needed as a new source of revenue., a sales tax is preferable 

to any . exemption-laden., _form-consuming State income tax because 

a) 

b) 

The exemptions from a sales tax encompass many 
of the fundamental expenses of those in low 
imcome brackets; 

Business interests would also be paying the 
sales tax; and 

c) The burden of collection., record keeping and 
admipistration is less upon the individual and 
the State, and must be borne primarily by the 
businessman. 

Taxes on business inventories held in New Jersey., and on 
business machil;lery and equipment are a major deterrent to our economic 

growth. Exemptions provi.ded by recent laws for "raw material.," for 

example., have caused the knowledgeable personnel of the Stat-e D~ yi-

sion of Taxation and ha:rd working advisory committees m~ny headaches 

in attempting ~o draw _lines, suggest definitions and draft regulations.· 

On June 30, 1958., New Jersey Manufacturers Association went on· 

record before the State Senate that the personal property.tax on. 

business inventories~. not imposed by ei.ther New York or· Pennsylvania., 

was "one of, the most serious. deter:t?~nts to industrial expansion in 
New Jersey.," and recommended that. it.should be abolished. At that 
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early date we suggested that the need for property tax relief was 

such that "a limited sales tax be imposed as a. replacement tax 11 • 

On February 11., 1959, we again recomme·na.ed to the Legislature that 

the proposed tax on business inventor>ies not be enacted. On Feb-

ruary 17; 1960, we urged the need, under pressure of court decisions, · 

to come·. to some conclusion promptly. , While stating that· "Assembly 

Bill 198 does not concede most of the objectives sought by our 

committee", we suggested that its enactment seemed to be 11 the most 

practical solution offered to date 11 • 

The replacement formula envisioned by the Ninth Annual Report 

of the· Commissioti on State Ta.x Policy wa.s not. completely followed in 

the enactment of Chapter 51 of the Laws of 1960. The problems,since 

discovered and still not fully solved convinced the Legislature that 

a second postponement of the e~fective date was necessary. 

In suggesting that taxe~ on all tangible personal property 

used in business be repealed we have had in mind the necessity to 

maintain equity of the tax burden, arid to preserve existing tax 

revenues, where proper. Although most public utilities are taxed 

on their gross receipts rather than personal property, a few --

primarily telephone and telegraph companies -- still pay approximately 

$19,000,000 each year in business personal property taxes. If such 

taxes were abolished, the Commission might wish to recommend that 

telephone and telegraph companies ·could be required to pay a replac-e-

ment tax at a rate sufficient to produce tax revenue· in line with 

that now derived from personal property. 

Lest it be said that we, as representatives of business, s~ek · 

tax relief at the expense of others, may I revert to my initial 
I 

, 

recommendation that the tax on net profits of business oi::e ratiions be 
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substantially increased'and,expanded. · In urging that oertl;).in taxes 

on the.business co:mmunity be elimiriated, and. that other taxes .at 

considerably high.er .rates be imposecl,. we express_ conviction 1n the 

theory .that necessary revenues should -be derived in the most equita~le, 

manner po.ss,.1:ble~ •· T~xes_ wnich mus~ be :pa;td. by both incorporated and. 

unincorporated businesses alike shoµld be.attuned-to econo~ic 

activities;.indulged by. _each taxpayer in each year •. -., 

Our suggestions comprise a. tax pacltage. . Higher- taxes cannot 

properly :be Jmpos:ed., pn :ousines.~ ·ne~ income without. relief from heavy 
. . 

local taxes. now imposed,:upon. busine.ss _pel:'sonal · property. lf _·-thes.e .· 

suggestions, coming as they do from an employer organization.,may_ seem 
\ 

revolutionar~l:, ~t. should ,,b~ rerne,mbered that. employers, too, a.re people, 

and that New Jersey Manufacturers .Asso_cia.tio,n speaks for a. group, or. 
employers. most C?.f whom employ less than twenty"'.'fi ye persC:>ns •... For a 

small employer, . the s•uos.ti tu,tion of a business incom.e ta,x. ,that. could 

be filed simply :by using his federa.l return as a. guide in •I?la.ce of; -

the still-complicated ·repo.rt .form arid unpopqlar tax re,qu.ire.d by.· 

·chapter 51, would ,provide a ·substantial relie!f'. 

The objective -of our packag.e proposals is_ two~t'old:. 
. . . . -

First - Topl,ace the cost qf government on.a-sounder: 
· .and more. equitable basi:s, and· · · · 

Second - T~; give' impetus to.· irxl us trial development.,· 
.• and thereby ,c_rea.te new j,op opport~nities in New Jersey •. 

: .. . 

Any move to adopt only, pa~t of the proposal would do vi:olenc.e 

to the attainment of· these obj ecti ve_s a_nd serve. to worsen ,the . prese,,nt 

situation.· 

In your conduct of th;i.s b~sic, review of' governmental needs 

for. revenues al)d study of practical sources .trom which 0 to raise them., 

New Jersey Manufacturers Association stands ready to render any 

service sought., and to cooperate in ev·ery way. 
28 
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MR,, ALEXANDER: Thank you very much~ Mr,, Brown .. 

I have one que.stion' that I would· like to ask and I 

think Senator Dumont will have a question 9 and perhaps others .. 

I wonder if you would.be a little more specific 

regarding the form.ula or method that you would use in case 

of elimination of the personal property tax·in making the 

municipalities whole or better., 

MR. BROWN: Well 9 as you might guess~ Mro Alexande.r~ 

I do riot know.the answero And the method of getting revenue 

from the State level· dovm to the municipalities would be. a 

difficult one but one which I know is solved in most othe.r 

states., 

Any state that has a sales tax or a personal income 

tax knows a lot about thato I must admit that we do not 

have an answer to that and I donft think the State does., 

As an example~ we are currently sending school aid 

dm,m on a formula and I think one could be developedo 

I don~t want to attempt to say that in a change of 

taxes that some people won~t get hurt because if you are 

going to create equity in taxes somebody has to get hurt 

and somebody has to benefitQ The fact that some people get 

hurt in a readjustment of New Jersey taxes does not make that 

method anything imprope.r o 

So that I do not have any solution to that and I 

admit that is a major problem~ but one which could be solved 

through~ I think, the Division of Taxationo I e.xpect they 

would come up with a solution and I am sure the Legislature 

would have some ideaso 
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MRo ALEXANDER: Speaking of t1:iat, Senator Dume;mt .. 

SENATOR DUMONT: __ Mr.. Br_own, on page -- 8 __ of yo:o-r- report 
. ' . : ' . 

you_ talk about the ''unpopular ta:x'" re.quired b~ Ch~_ptez- 51. _ 

And at this, p_oint I want_:1;:o (iorrect_~hat_ right now. 

The.re isn't anythi:ng about Chapter, s;1 tha:f:_ :r;-eqµir~,E?. 

~l new tax. Now some of _ its oppol;'lents misrepre.se-llt the Chapter 

to the effect that_ they said it did requ_ire a ta~r It doesn't. 

We have -- had invento?=17 taxes and -~c.hinery anci equipment taxes 
. . . . 

in New Jersey for y~ars~ So.tbat_whe.n you _say an ttunpo;pular 

tax require~ by Chapter. 51'' f _ I think you ough~ to clarify it __ _ 

to be. sure that the P.eople understand that_ this -d(!esn v t 

require. anything diffe-rent fro-qi what we have had in New Jersey 

for many years. 

MR. BROWN: · Set1ator, _I-hope yoti _didn't include me in 
- {' 

the ones that indicat;ed _it. · The_ word ••'unpopular" may very ·. . ',.· ' ' . . ,_,... . . 

well be_ unpopular with -a lot of _peol)le who are going to have 

to start to pay ~or the first· time .. -_ I agr~e with y<>u; 100 

_p~rce.nt., _ 

I w:i.11 not retract that· it wasnflt unpopular becau~e_ 
. -· . . ' . ' 

it apparently was un:i;:,opular," It was not a new tax. We 
have had a/tax in New Jersey lot:1g .before my care:e.r in th_e 

tax business started, and I think ycnir 1 s and a lot of otllers 

on personal p?,"operty taxes, _that has been adm~niste:red .very 

inequitably. 

Chapte.r 51 was an att~mpt to administer it in equity,. 

It was unpopular -partially Qecause of tll.e difficulty :i,.n -_ 
. ' . . '. .. •·~ ' .. 

filling out the form,. partially because a lot -of p_eople for 

the first time· were going to be· f orc-e.d to pay a tax. 
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I don 11 t know whether I have answered you or not .. 

It was not a new tax., It was actually a method of assessing 

a tax that has been in existence for many ye.ars" 

SEN.<\TOR ommNT: Well is there. anything wrong with 

trying to distribute over people who didn 11 t pay the tax 

before but who should have paid it~ and making them pay the.ir 

fair share? 

'.MRo BROWN: I must admit to you that if we are going 

to have a personal property tax in New Jersey I very much 

want it administered equitably and properlyo 

SENATOR DUMO:t,IT: Isn 11 t it true that members of your 

Association we.re among the. foremost in the group that wanted 

each year the postponement of Chapter 51 for another year? 

MR. BROWN: I would say that our Association finally 

urged our first proposal this year == by the ,,rny last ye.ar 

our Association= I am talking now not about 1962 but 1961 = 

I knocked my brains out going around the State ·working with 

the. Division of Taxation and ·with assessor groups to 

acquaint the populace 9 and I will be satisfied to defend what 

the New Jersey Manufacturers Association dido We did not 

have anything at all to do with the postponement of the tax 

last yearc 

This yeari in desperation~. we called on the 

Legislature to vote on the bills .. The year before:, the post-

ponement took place after everybody had forms and we spent 

a great deal of effort trying to acquaint the population of 

the State with completing the formso 

This year we first urge.d consideration.. We did not 

urge postponement o Finally~ after an avalanche. = we. have 12 9 000 
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members -- after an avalanche from those people, some of .whom 

may have. had ulterior motives in not wanting to pay the tax, 

urging us to work for postponement, we said to our members, 

t'If you believe in postponement, contact your legislators .. '.' 

We did never actively call for postponement., 

SENATOR DUMONT: In the course of replacing the business 

personal property tax - and let me say that I agree with you 

so far as the inventory tax is concernedo I think it.' s a bad 

tax and ought to be eliminated and replaced .. · But when you 

replace. that, as yo1..1 propose, and the. business machinery and 

equipment tax - most of this I note 1 or rather a portion of 

it would be replaced out of a:ny change. in the tax structure 

in re.gard to business. So obviously you would expect that a 

portion of a broadene.d tax base? if .one were. adopted, would 

be used to replace business personal property taxe.s .... ·. Is. 

that right? 

MR. BROWN: Thatus right., 

SENATOR DUMONT: And you are asking here for the 

elimination of all business personal property tax, · not 

just part of them but all of them: Is that correct? 

I"'lR. BR.OWN: . That f s right,. I want to make that 

clear that in addition to inventory there is machinery and. 

equipment. That's what Ne:w 'York and Pe.nnsylvania do,. They 

do not tax machinery and equipme.nt G · 

If you don't mind, I would like to say one other 

thing on that ni.achine.ry and equipment tax., The statistics 

are just not available in Ne:w·Jersey as to the.taxable value 

of machinery and equipme.nt in New Je.rse.y. 
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. . 

Now· I have be.en working· wi-.th_ this .for.··•a ~Uinber.- of··•• 
years arid have been· saying_ 1 . wi~l:loµt being. able.· t<:>_ J?rQve,. it·,: 
. . .: ·: _- . . . 

and no one can disprove it 9 tha;l: 1:3:rider Chapte:r 51 there. was'. 

going . ~o be ·. a ma5o;. swing: to ~lsine·s~ in · personal property 

taxes because 'machine.;ry and equipntent was to be .tax:ed at the 
.·: . ,· : . · .... · .-_ __-_ ·.- •. ' . ; ·i:. . . . . 

same level as real estate~ . , 
, . . 
,•_;._ :.. ; 

. I think that was wrong but yc:>u cannot Prov~ it be~ause ·, 

we . did not have . the statistics·. arid the· State d{~ not. ha:ve. ·. 

them .. 

So that the elirt1i,a,tiori. of· ~ch.inery and equipiuerit ·;,. . 

p:t:'inci.pal~.Y what we thought o:f:cwas to make it competitive. 

with New-York and Pennsylvania .. 

SENATOR DUMONT: Do New York B:nd Pennsylvartiariot 
. : . ·. - . 

·tax machinery and. equipment in addition to not taxing 

inventories? 

MR .. · BROWN: . Neither. one of them~ neither Ne.w York 
. .-.- . 

nor Pe.nn:sylvania tax machine~y a.rid eCJ,uipmento The:y do not 
. . 

have personal property taxes;. .. . -. . . ' . , . ,. . ,. : . 

~E:NATOR. DUMONr:. Of ariy kind? · ·. 

MR~ BROWN: No. ··. In ?e:nnsylvan.ia they have a 4 mill· 

tax, or some such thing/ which is on. intangibles but they 
.. :- .. _; ·:_ ·.. :. __ ·'. .. 

· do not have a tax on machinery and equipment, ·. as su~h.. They 
. . . 

tax real -estate of business and they get into a debate, as 

you may read sometime:s·,. whether an. item is real estate or.·. 
. . 

whether it's machinery and equipment.. I would not sugge.st 
" ' . . .. 

that ~nything .that was · p~rt of· real estate wo11id not be.· 

exempt but you are. ·:tn very h~i~lin~ are_a., It can 
.. . . . . . . -, ·.' .. , . . . . 

. def.initely _be said that. •neither st~te .taxes lll8.chinery and 

equipme.n1: •. 



SENATOR DUMONT: These figures you have for the 

corporate. net income tax, based on 5%, $49,500,000 - are. 

they borne out by the present collection from the corporate 

net income. tax? 

MR. BROWN: Yes, they are. Those are figures which 

have. been developed, I think partially in conjunction with 

the Division of Taxation and these. various commissions which 

I have been working on over a period of years. Those are 

estimates but they .. are good solid estimates. 

By the way, the. 5% rate would compare - I think New 
" 

York has a 5 1/2% rate. on· corporations. They also have. in 

the State of New York - you work' up your tax two ways, you 

take the net worth tax and you take the income tax and I 

think you take the higher of the two. In Pennsylvania the 

rate, I think, is 6% or 5 1/2. But in turn, in Pennsylvania 

they give. you certain e:xemptions, I think Federal Income 

Tax. 

I would like to ge.t a.way from all of those fancy 

things and have a s_olid perce.nt figure so that our -percent 

in New Jersey would compare with the other states. That's 

why we we.rtt from l 3/4 to 5. 

SEN.ATOR DUMONT: You said, in reply to Chairman 

Alexander's question, that ... at least I think this is what 

you ·said - that in any change. in the tax structure somebody 

has to be hurt or may be hurt. 

It seems to me here, and I recognize that you are 

. biased on be.half of busine.ss, naturally., that what you want 

to make sure. of "in this replacement plan or program is that 
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business doesn't get hurt., 

MR. BROWN: Well, Inm at quite a disadvantage. 

arguing this with youo I don't think that's.fair.,· .I have 

been playing pre.tty fair for a number of years on this .. 

I have.tried to do the thing that is best for business atld 

the State of New Jersey .. If anyone. hcls the idea that·by 

h:urting business you will benefit the State of New Jersey, 

the.y are wrong .... 

SENATOR DUMONT: I would .be. the. last one to dispute 

that with you but at the same time it seems to me that your 

concern he.re, in the replaceme.nt program that you are 

advocating, is on behalf of business e.ntirely rather than 

an over-all concern about some re.placeme.nt or pe:rha.ps 

reduction to the prope.rty · tax burden generally in the State .. 

MR" BROWN: Well 1 think we. tried to say that we 

we.re pre. senting a tax package .. and I assumed that· the 

Commission was trying to look at an over-all tax program .. 

If it happens to benefit business 9 I assure you the.re are 

plenty of businesses 9 as soon as I get finished, who would 

like. to get after ine. for proposing a 5% corporate. net 

income taxo 

I don't want you to think· .that a lot of. pe.ople. 
-

are.n' t going to be hurt by that because· there. are a lot 

of businesses in. New Jersey? in many place.a, that haven't 

been paying much personal property tax and they would have, 

to pay a lot of . pe.rsonal income tax ... · There are plenty of 

businesses that would be, hurt by this proposition as well 

as. some. that would be .benefite.d., .. 
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SENATOR DID10NT: Thank you, Mr. Brown. 

MR. ALE.XANDER: .Are there other questions? 

Would you please identify yourself for the record? 

SAUL STETIN: I am Saul Stetin of the Textile. 

Workers Union. 

MRo ALEX-.4..NDER: I introduce.d you before you were here o 

MR. STETIN: That's all right., 

Did you take into consideration at all the problem of 

the really small businessmen when you proposed the 5% 

corporation tax, with regard to any kind of e.xemption for 

small businessmen? And, secondly 9 is there any consideration 

in the other states for exemption of any kind where there is 

such a corporation ta,{? 

MR. BROWN: I have been filling out these returns in 

a lot of states,, I do not recall any exemptions for small 

business. Actually 11 I think the imposition of a 5% tax 

on unincorporated business 9 as well as incorporate.d, could 

be defended. 

One of the things 9 and these are words I guess they 

don't like to say, it's based on the ability to pay .. I don't 
-. 

feel too sorry for somebody who has to pay the tax who has 

made a profitc I feel a little badly about the man who has 

had a loss. 

Under our proposition you pay tax when you have the 

funds to pay it with., If you have a loss 9 you don't pay it .. 

The S;lb rate is a fair rate and what is used generally in 

the country. I don't see anything against that and I dontt 

see any reason why unincorporated businesses shouldn't share 
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the tax problem on income the same way as corporated businesses 

do., 
/ 

MRo ALE..XANDER: Does that answer your que.stion 11 

Stetin? 

l:iR .. STETIN: Well 9 I wasn't answered as to whethe.r 

they gave it any consideration in your discussion and in 

the decision you made to re.commend this·" 

~1Ro BROW1'1: Well 1 actually 9 we did not consider 

that., I 'would not propose. -- as an example j on the Federal 

there is a lowe.r rate for companies that make less than 

$30,000 or $25,000 in the federal tax .. We did not discuss 

that. 

The problem of providing exemptions produces less 

revenue and has a te.ndency to push up rates.. I don't think 

of the 5% rate as being confiscatory and I would want to 

propose - this is personally and not our Corra:nittee because 

we did not discuss it - that there would not be e:i::emptions .. 

MR. ALEXANDER: Thank youo Are there othe.r questions? 

Yes, Mr. 1'1argolin .. 

SYDNEY MARGOLIN: Isnut it a fact that there is no 

definite information available as to what the full impact 

of Chapte.r 51 would have been on industry and that the only 

way that could have been ascertained is if the forms had 

been filed, as provided for by law 51 and the reports would 

have been analyzed by the Local Property Tax Bureauo 

MR. BROWN: ·what you are saying there is exactly 

right, that the information is not available 9 and that is 

why I tried to say that we think there would be a shift to 
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business in many localities. In some localities - I can 

name you one as an example, in the City of Trenton they 

tax personal property very heavily. In many other 

conlID.uni ties they do not. In gene.ral, I th.ought the opinion 

was that ther.e would be a shift to business .. Many tax 

assessors thought there would be a shift to the homeowner, 

in all fairness on that, and in many communities it would 

be. It is an answer th.at I agree with you the information 

is not available, on machinery and equipment in particular. 

MR. M.4.RGOLIN: So that your opposition was based 

on a series of presumptions, wasn't it? 

MR. BROWN: My best answer is that the assumptions 

were made by the assessor groups in the same way. 

I think that many of the people on our Advisory 

Committee, who did not agree with me, found by discussion 

with taxpaye.rs that the shift would be much more substantial 

to business than they eve.r anticipatedo 

If you think that I wouldn't like to see the 

answer, I would like to see the answer so· that we. could 

. f . t h 1 t t "·•hi· ch \,I i· ·we were going o ave. a persona. proper y ax, w 

am against, that we would go about it equitably instead of 

an approach which could be disastrous. 

1,,m. ALEXA.NDER: Thank you very much, Mr. Brown. 

I appre.ciate your getting all those que.stions and. 

answers. 

],1R. BROWN: I didn't anticipate tho,se. 

MR. ALE}CA .. NDER: The next witness will be the 

representative of the Jersey City Chamber of Cormnerce. 
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,, GEORGE: J;.: :BAUlidANNJ:,:::., Mr. cphairma.n::and me.mbers .o,if the 

CommisEi.ion;,_and_ the:/Advisory;'!;:'{lomtnit.te.e:-,,:" my.;,;tiame: if .George· 
. . . ' . 

J •.. -_Baµmann.·, ~;r am.:'•,Co:un's:~li:.for;-.. ;th,e; Jers·ey ·City JJhaD1ber .of .: 

Comme:rce>ancl.'Chair.jlla:n ''Of.,,that; .O~.ga:ni-zat,iol1''.S'.. State and; 

Tax LegislationC:ommittee. 
. . 

,, ·,-The-Jersey City .Chamber ,of Commerce has;._wa.tched in 

awe increa,sing demand,s for and upon, .the: :property. ta:x:es: 

in our State~ · It has. been. ·equall'y. ciisheartening'. to· take 

not'.e that the.- t:ax_ tno~ies _have not ·been returne.d. :in proportion. 
. .. ... .. . ' ' ... 

to the sum collected-in.the. communities paying tne·largershare 

1;1nd who need--. the. gre·atest aicl~ · 

· The personal proper.ty tax. has , long been recogn:ize:d, : 

and.. :I am putting.· this· mildly, as.: 2 .har~h tax .. and' that, as 

the:·.taw is.:·presentiy·c~nstitUt:ed,;:.,::tax:·lightning ,.c:an: strike 

at: any, time •.. Our organizat·ioni--has:- iong·.-been' awa:re~of these 

, •. -.inequities,· .. in. fact·>w~ have constantly stressed,-tltat there . ' ,. . ' ,, ,· . . . 

. -·Pe ,a broa.d .. review of the/:entire·:tax. 'Byste'm •. 

,.: I might, .interject •at<this point,: in: looking ov,er.- · 

the· _figur.es ... I .saw that <in .1951 ·- the t9tal tax · agai.nst ._ ', . 

business ._ per.s onal-. ;property .. was about·· $42,500,000 ·and .. -for : ·· · 

-. .J/;).61; according to· the. Oivision of Tax<?-tion··Re'}?Ort,.-iti itil, 

. -$89:,920;000 •. 

. ,, To._.answer·,my friend -Mr~ Margol1nt s'que.st.i-on~ we'• 

did conq.uct a. sur,yey,in · our ·ch~mbe.r ·to; find out what/the -·• 
. . . : . 

impact ,of Chaptez- 51 .wo-q.ld--be •. ·The: sur;ey- indicated 
.·.. . .· . 

that it. ,was.-going ··to be·:.qu.ite.,disast_rous .to· many firms• •. 
' . . . .· .. 

. It is true·; :and, this Commission has::recognized the 
. . .. . 

fact in eve:ry.· one' of,, your. rep9rts, ·that: the personal 
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property tax i.n New Jersey ,is probab:ty the most vicious, 

the ro,,ost obnoxious tax .that• one.: c,ould havei; that if it: 

were e:nj,:orced, it would clrive .industry out of the iState .• 

It is practically whaty~µ have said ,repe'fte.dly in your 

·reports •. 
: ' -

So that tbe answ.er to that, ·and y6.u have recogtdze.d it 

in your reports,Jsthat personal property taxes have long 

. been . worlte;d OU t by .way of negotiation. 

ln rny. city, l think in 1961, we:11 : ove:c $6 million 
. . . 

personal property. ta:>c was_· :reaiized~ . . 

.I 1:h.ink · the impact on business , a:nd non'.7re.sidential 

.property\ ta.~ise is. about 65% of>the property tax load.; 

.Just one. example. on .this.Chapter ST.. One ·of -our 
old conCerns-..-mant1facturing cc:tnce.rns, has· a lot.•· of machinery 

. -
:which is, really obsolete but i.t is still e>n the;>premi.se.s 

anc:i iti is use.d on occasion,., Under Chapt~r 51 you would 'ha\Te. 
to carry that and re.turn. ;it at 2(>% of its_ book value, which 

original cost would be the' f~ctor,·and the hook 

be very high, and they. would. be .. ta:xed .on. $Omethingwhich 

they tell,. .. u$ ~oes. not bear: the market value today that · 

they would have. to> retµrn it at.. Too · they are 
. . . 

taxpayers even though it may be by ne.gotierti.on .. 

after applying the< fC>rmula, fou~d- that the~r taxes would 

run;fardn excess of what they are paying 1now\ 
. ' . . - . 

Now in so far as personal/property/onh.oµsehold 

goods,· in Hudson County .it has neyer been ~nyoke.d ·.and we 

did take advantage·· of the law whfch,perm:i.ttkdus·" to do 
. . 

· _ this lawt:ully by adopting an o+din.ance; I believe two or 
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three years 'a:go l) on that. suhject~ · 
' To 'go on, }:he. c:onstant taXc demands placed on i-.-eal 

and personal property has put NeW' Jersey iri a pool"' compe.titive 

position in its e.f:Eor.t to attract, as well as .,keep. indust:r-y · 

in the State, o In Jersey C:Lty .we have experHmced the l.oss of 

six major industries in four yea:r-s t<> other areas having a 

. better tax climateo There have been many other smaller :f:irms 

who followed the example. se.t by the larger one.s'1 •~e imp~ct 

of an industrial relocation out of a cotl:lillunity is obvious 

by its economic and morale implications., 

The inconsistency of assessments 1 as well as 

unrealistic ratios, has·. caused busine.ss to shy away :from 

our State ... · The:r-e · have also be.en ca.ses o~ persons acting in 

the capacity of. assess0rs whcLare not trained or even 
. , 

qualified to perform the. duties o'f their· of:tice... The 

latter situ_ation may. be rectifie.d thfough the. est:tablish111ent 

of a!'ea.orc:0unty assessorso And I believe that this 

Commission has in one of .its. reports made such a recomme.ndation .. 

With th.is history in mind,, the Je.rsey>Gi ty Chamber 

of Commerce add.re,sses itsel:E t() · this hearing a11d · the problem 

confront:ing this·. Commission,. Tl;lere will, no doubt, be a 

gre.at clamor for a broad-base tax .. in one fashion or another o . . 

We cannot stress e.nough,the fact; that a n,ew tax should.not 

be conside.re.d until prese.nt taxes have .been provem>une.qua.l. 

to tq.e creation of a; tax-,relief fund. A tax ... reTief fund, . 

whether su1wiied by pre.sent taxes or a new tax, must 

effect, a reduction of the ppope.rty ta:K locally in an amount 

equivale.nt to the replac~ment money. The unrelie:ved 

addition of a new tax to p1'"'esent taxes will only result in 
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the economic unde.rmining of our Stateo Finally, the·• 

distribution of a t;ix-reiief fund shotild be based on a pe.r 

ca.pi ta . formula.a · 

In closii:}g I would like\ to emphasize th!:!.t a 

compreh~nsive. review of the .ex:i.sti.ng tax Structure is 

crucial to the purpose of the <}omrnission~ · If it is decide.cl. 
•· . -

that a new tax is ne.cessa.ry, based oti the re.view, there 

must be a reduction. in. existing ta.xes · a.rid a fair-share re.,,··• 

distribution of the taxes collected.; Only tlte:n will our 

Sta.te be back on, the road to tax rationality and will our 

State prospero 
' ' 

·Thank ydtio 
- . . . . 

MRo ALEXANDER: Thank you~ Mr., Baumann .. 

Are there any que.stions? Senator Dumont., 

SENA'I'OR.Dl.JMONT: ·· Mr~ .Baumant1. 1 ·yoµ said that you 

conducted a survey.a.mong your business people and th.at the 

imposition of Chapte.r SI wotild have been · disastrous to some 

of your business·· people ., . · 

MR .. BAillMNN: That ts right., 

SENATOR DUMONT: Was this because of the fact :that. 

they.had not bee11paying or·was this be&ause of·the fact 

tha.t the tocal·ta:x·asse.ssor had;not caught up with them in 

the. past on·thi's personal property-tax? 

MRo BAtJMANN! . No; not at all., No, Senator1 . these 

.are firms that are paying a-very .substantial ta.x.in Jersey 

City today., 

SEN.ATOR DUMQNT: All . right,, Now9 this 20%. floor · 

that was written into Chapter 51\ yoti are assuming it would 
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have been '20% providing the , percentage ,.used by the Hudson · 

County Bo~rd of Taxation was sef at 100% under .Chapter 51, 

is that correct? 

MR. BAUMANN: It has already set that figure. of 100%. 

SENATOR DtnvlONT:. Well that would only apply in. the 

event that a county tax board. howeve.r had used the 100% 

ratio other than --

MR. BAUMANN: .. In Hudson County it had fixe.d. 100 

and we. knew that they we.re. going to continue fixing 100%. 

SENATOR DUMONT: Isn't it also true. that before 

we passed Chapte.r 51 and the local municipalities have the 

option of passing ordinances to do away with the household 

goods tax - isn't it true that all the 12 municipalities in 

Hudson County, .for some time J;)rior to that had not been 

collecting household goods tax? 

MR. BAUMANN: That is right. And the que.stion you 

put to me was put to me by Judge Glicke.nhaus many years ago 

when I appeared before this Commission whe.n Dr. Sly was the 

Chairman .. 

SENATOR DUMONT: Thank you. 

MR. ALEXANDER: Any other questions? 

of the Adv.i'sory Committeeo 

Ben Leuchte.r 

1/.1,.~. LEUCHTER: I would _like to ask the ge.ntleman 

from Jersey City: If .he first propose.s a $1.00 reduction 

of existing taxes for any dollar increase in new taxes, this 

pre.suppose.s a constant level of expenditure, no increase in 

expenditures. If. on the other hand the St~te faces any 

increase. in expenditl:!-res, either on the State level or the 

local level, is there any sugge.stion from the Je.rsey City 
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group then as to a source for new tax ;e.venue? 

MRo BAUY.tA.NN: Well at this point we are not prepared 

to say that we have a source for new tax revenue but we do 

say, and your question really is my answeri the State has 

certain needs and these needs must be solvede ·However 9 

the municipalities 1 as Mayor Carlin pointed out? particularly 

the larger cities 9 have a desperate need today for more 

moneyo They cannot derive any more money out of the property 

tax. The property tax is.just chok:i.ng not only business but 

also home m.-mers o Residential property owners are.· suffering 

tremendously. ·And this may also be true in some of the 

mushrooming communities in the suburbs' that have had 

population explosionso 

I think this Cornmissior1 and the Committee has a real 
··, 

job ahead because youvve got to come. up with the answers 

and please everybody and it will be quite a job. As a 

matter of fact 1 on the income tax situation as far as 

business is concerned 9 quite a number.of years ago I 

proposed a 3J{ business income tax - as a matter of fact 

this Com.,nission did but the. Governor - who was Governor 

then I don't remember= preempted it by putting in the 

. net worth taxc But I plead with you 9 if possible. 9 relief 

on personal property is necessaryo I didnvt say it but 

somebody else said it 1 · we lost tfo So Steel to· this State 

because of personal property and we don 9 t want to lose 

any more industry., 

MR. ALEXA..NDER: Thank youo Any other questions? 

Thank you very much~ Mro Baumann., 
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Is Dr. G. WQ Esty:· .of Princeton here? He will be 

· .the next witness .. •. 

While Dr. Esty_ is getting in place I would like 

to ask Mr .. Nickerson if ;he woulo, stand up. I see he has 

arriveo,., He is a member of the Advisory ,Committee. We 

are glad to see you .. 

Mr .. Stetin you have already been identifie.o,, I. think. 

DR. G. W. ESTY.:·: Mr., Chairman and members of the 

Commissioni, my name is Geoffre.y W. Esty i, M •. D., 9 of Princeton, 

New Jersey~ • Although I am appearing at this hear~ng as a 

property owner and a taxpayer 'ii·. I would like to pref ace my 

remarks with a very brief biographical note which may help 

to explain my interest in problems.of taxation., 

After a private. practice in pediatrics for eight years 

be.fore the war 1 I joine.d the State Department of Health full 

time after the w~r 7 first with the Bureau of Maternal and 

Child Health, and the,reafter for ten years as the Director 

of the Division of Constructive Health, and more rece.ntly 

as the District State Health Officer of the Central District 

of the Departme.nt., . A little over a year and a half ago, 

I was place.d on loan by the State Department of He.alth to 

the State Department of Education. as its Spepial consultant 

in School He.alth., · My .. many affiliations include heal th~ 
. . . . . 

we.lfare and educational organizations 9 several foundations 

and more recently membership on the State Mental Health 

Commission., 
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My concern with children, families, ill health., poverty., slu."'Tls, 

and delinquency has resulted over the many yea.rs in an active and. ·continuous 

inquiry into the behavioral arid so•cial sciences for possible constructive and 

positive ways of promoting sound total health and social relationshipso A 

particular interest has been directed to the psychology of taxation, for, it, 

is 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 disrespect for the law, and a 

double standard of values for our children·to cope with. 

The economists seidom.give thought to the potentialities of in-

centive taxation:, which would be in tune with instinctual human behavior. 

Take just one simple example of what I mean.,· If the owner of a slum housing 

unit, acting perhaps as a public spirited citizen., shbhld paint his building 

~r put in proper plumbing and repai~s., h~·is penalized for tlii.s effort of ' 

improving his property for the benefit of' his te~ts by an increase ot his· 

property taxes.' He, therefore., tends to~esist such improvements except 

under the penalty. of. the law, and t~nd~ furthermo~e to crowd as many tenants 

into the building a.s possible., in order to realize a maximum rental income. 

It is readily apparent., therefore., that such penalizing taxation perpet-

uates and even promotes the slum. 

The proposal I would call to your attention., then, concerns the 

taxation of site values. It is an incentive rather than a punitive form ot 

taxation. It will promote rather than retard the economy. It would make 

alums unprofitable., and encourage their elimination.with less dependence 

upon government subsidy. The taxation of site values constitutes a natural 
' I' source of government revenue., for the values of sites are socially created. 

It is not only fiscaµy sound., but is equitable and just as well. It is 

simple., not complex in its determination and administration, and its col-
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lection and aoministrative costs ,are .. low.er than ,current forms of prope:.c~ty 

taxation. The machineryfor its application arid collection is already in· 

operation~ It wou.ld tend to> lesseni the 'tax burdens 011 home, farms· 'and i,n._ . 

dustries ·through'the·bringingifl of new ratables, and through corresponding 

untaxing · of ... improvements to property. 

Examples of site value taxation a.bounclover theworld~ This 

practical method has been in use· for many years/ :for example, in Pittsburgh·, 

Per..::1s:l1•;rarlia, a part of Canada, in:. Denmark, Australia ~d New Zealand •.. 

Site value tax.a.tion should, ci:f course, be collected on the iocal 

municipal level, and shared as at present with the county. It is not in-

·tended to be a source of direct State revenue. However, the resulting 

i."'!lprovement in the economy under site value taxation,as repeatedly demon-

strated in those areas where it has been adopted, would make less necessary. 

for communities and counties to be dependent upon State matching funds or 

subsidies. 

This proposal is not a temporary expedient. It is a basic and 
, , , 

a permanent solution to most of our local problems of taxation. All that 

is required, after a determination of its merits., would be an act of the 

Legislature along the lines of Assembly Bill No. ·26, i~trodu~ed in January., 

1940. Similar legislation is currently under consideration in the states of 

California, Michigan and Montana.. 

I would respectfully submit, Mr. Chairman., that New Jersey is 

indeed at an historical cross-ro~d, and that your COilllJlissionhas the power 
·. ·. :, .. . . . ' : . .. . . : . .. ·-.• ·, 

to recommend either a.method of ince;ntive taxation, which will enhance the 

future well-being of thi~ State, or to ~uggest, inst~ad, still other forms 

of penalizin9 taxation which may weLl-hazard the future economic health of 

this State. Now is the crucial moment for :the reevaluation. and critical 
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study of the entire tax structure along the lines here 

recomme11ded for your consideration., - Although abundant 

literatu:re and educational facilities are available for 

a thoughtful µnderstanding of site. value taxation~ this is 

not the t.ime or place to consider details., I am~ the.re.fore.~ 

only submitting to you at this time a reprint of HOUSE & HOME - · 

magazine,published by Timel) Inco 1 of August t960,., This 

enti:re. issue of a recognized leading trade journal was 

devoted to the co:nsideration of tlle critic:al. piroblem of 
' 

land price? and land use., its. effect upon housing, urban_ 

renewal, and t_he· general economy, and .a soluti,on to most of 

these problems through _a system of land value taxation.,_ 

I would sinc.ere.ly urge the. Commission and its 

Advisory Committee carefully to study this issue of HOUSE & 

HOME .. I would then be happy to advise. whe.re.addit:ional 

monographs 11 research studies a11d bibliography may be 

acquired., 

May I add a postscript., By a very coincident 1 in 

my ~il this morning 1 which I didnnt have. a cb/ance to read 

until I came. in here this morning, I brought i;t with me~ 

I got a re.port from tlle. Management - Surveys Asaocia tion in 

New York of a study of Taxation and Urban Blight by the 

Tax Study Advisory Committe.e. of Dayton, Ohio.. And of .the 

six points recommended as a result o.f this long study and 

analysis of Dayton.us problem 9 the 6th point wa:s that the 

counties.should request the legislature to ena,ct legislation 

permitting the adoption of a greater tax plan by local 

option.. A. greater tax plan has reference. 1 basically 1 to 
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a greater tax on site values. It 1 s another one of the 

studies being made over the country on various local ... 

rnunicipali ties in this re.spect. 

Thank you.very .much.6 

:MR. ALEXANDER: Dr. Esty 1 I can assure you we will 

study this ·with interest. 

I have one question only? which is 11 in the case of, 

a large city which has perhaps some slum areas, what would 

the effect be of the proposed plan that you are advocating? 

Would it be to decrease the revenue from those areas? 

DR. ESTY: No. .In most places where this has been 

adopted, as i-n Pittsburgh and in Scranton and in other 

countries, Sidney 11 Australia, etc,, 11 what they have done is 

they graded year by year untaxing of the improvements or 

the property and taxing equivale.nt amounts on site valuee 

So that the result in any particular area of that type is 

like.ly to be equivalent to what is gotten in now but it would 

act as a stimulation for improvetne.nt of property and putting 

the vacant areas in cities into use .because of the 

increasing site value taxation recovery. 

:MR~ ALEY,J.1;.NDER: Perhaps I could put the question 

another way. I can see how not ha.ving.an additional tax 

when you improve your site is an incenti.11e to improve it, 

but what I don 1 t quite see is where the revenues that..nlight 

othe!'l;vise come in from improvements being taxed= where is 

that made up? 

DR. ESTY: Well, as you increase the a.mount of tax 

on the site and you decrease the amount on the slurns, 



buildings 9 and you separate the site from all of the improve= 

ments on the land~ including some building 9 if you will? th.ere 

will at first be an equivale.nt coming in., 

However 11 because of the fact that such buildings. 

as our gentleman from Jersey City is confronted with 9 it 

-would be relieved from increasing taxation on the buildings .. 

The. owner would then tend to improve it~. put more people to 

work, use more materialsi, increase the economy generally 

in that way., This is what has been done and has been 

experienced, oh 1 about a hundred ye.ars ago in Copenhagen 9 

Denmark 11 the housing or slums were automatically eliminate.d 

by this method of exemption on tax on the improvement and 

in place a tax on this site,, And without benefit of 

government subsidies or anything of that sort 9 the slums 

in Copenhagen? for example 9 disappearedo It increases the 

whole e.conomy in this fashion,, 

MRo TOOLAN: Could I ask this question? 

MR" ALEXA.ND ER~ Surely,, 

MRo · TOOLAN: Assuming contiguous pie.ces of property 

and on one piece. of property you have a relatively unimproved 

statell say some building 9 and on the adjoining property 

you erect a modern~ high=priced structurep now are you 

going to get the same amount of dollar taxation from each 

of those pie.ce.s of land or not? 

DRo ESTY~ Yes~ so far as the site is concerned if 

they are comparable. and adjacent" This would force it into 

more adequate and proper use., 
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MR .. TOOLAN:. The point is, one.. site. is sµbst;antially 

improved by an excellent structure .. 

DR. ESTY: That's right., 

MR. TOOLAN: Do you .then increase .. the va.lue .t:>f that. 

· land because of the fact that it was. imp~qye<i? 

· llll .. ESTY: No., The site value would re~in. the· 

same of the unimprove<l lot and the improved lot ... You 

would merely collect some of 'that site valu12. on .the 

unimproved. lo.t which would t'hen make the owner, whoever it 

would be,, improve. it by putti-µg up added and adequate 

buildings, whai:e.ver it may be best used for .. 

· MR. TOOLAN: Would the, assessment upon the. i.mproved 
. ' -, , •· . ·,: -

lot ever increase or would the. level of his asse,ssment at 

the time . of the improvement. stand e.ven though the. im.prove.ment 

·was put on there? 

DR. ESTY:: Yes o As ·the. improvements. occµr as. 

a result of this incentive taxation, re.evaluation about 

every five yea3;s · h1.:1s been customary o+i, ass.essment 0,f site. 

value . This takes care of the g.radual in.creases of .site 

value as a re.sult of improveme.nt .. in .Property ... Thi..s has 

been custerna.ryo 

DR. WATSON: As a point of clarification here,. 

you originally stated that contig1.:;ous lotEi, one iinproved 

and one. unimprov-ed would be. taxe.d about the same,,. and then 

you said that a,s th.e property .. isi improved then tlie tax rate 

would be. reevalµate.d., · 

. DR. ESTY: So far as site. value. as they go ttp. 

generally with tb.e. increas.e .. i'll popttl.a.tion and with the. 

increase. in improvements of the Cityi). the. value of the sites 
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go;: up ._al~C?,: ~•~- .. at prese:tit,, -
' ' 

Da .. ,::ESTY:·. Ye11, .·eq~atl.i:··. ---,,.-. ,-· 
-)4a:·•:it~Eit;; ·Are· ,t~re 'arit :e>th.e/·q,:e;'ti'onsf '.i 
- --Thank. yeU:ivefi •·much{ :. : -·. ,_ 

•· ··: -nRL -. ESlJ'Y : , · 'rha.nk; · ,~u •, :· 
:LEb; · coHEN:' ' Ye~; ' ~-ir: · l : 

·.··'MJi~GALEXANDER: .-. Mr'. ·cohi'n- is ·Ghai~n::oi.:the 
~ax ;St~~y- Committee,, :'. .- / -:. ;:: . ·-, -. 

-·. zjto •coHEN: 0 :'My'.tiamf is'. Le.~ Coheti: ·,'f:'~omJ'ft-oni_'. 
Oakian4/: New, :J~~iey f · !,vhicih i ~> ~he f a~:te~t gfc,~i~~ : town, 

·-·:re r·c;etitage~;si;'. _}.ll._ N~1il···.Je~sey:_~ri_ the·---~.~st ··1:~.11·:•:yiitffj_o .. :· •'' 
'-?-Ot~ -too~: What coiln~y is_. it i~t 

' ' . 

MR .. COHEN: - :Serg~ri'.,: 
•---.Inii.~S()' we wefe _ £\_ 'v(l~~ge ~i. 12o°'{peo~:{~;~/-'.~t1'_ ~9~i:' ·~ ' __ -. 

-- .we:·£1tiii•;:dµfs~f:i~s•~-:-as· a :-t~wn -()~;O-ri,ooo! ·:ip~fo,d'~tety·::·::• 
:- bµ;sti1'g . Jf .: th~ ·•eini~ > ~#.'.ta .. -~ii. the p;ob't~s a~cf ItQ~di . 
\\~n(i._bads\· ·\e4u,el1:tcS#:'p~b'.blenti~_ etc: 'at :1:ie:tl;~~r:;f·._ -;erh~p~ .. ----·•·· __ ·· 

t ~a,i:ippoinie<tiby · the; Ma.Yor · 6:E Oakland ~fth :the._ ... 
:··ple;s.sjng'and .. app;roval of. 'th~ Oakland· C,OUilc:iJ., -'to _$ttidy'. aha·-· 
- examine and-~tfpo~;t: pn ·-hat. _migb:i: be d.one:i.· -- _ _ _ _ 

_:1··i1111.'.ie,i1'''h~~py·_io;· -f~~l·~~bJ~•·Estf:),~i~liii: thi··•····_ 

.• -. _: fln41nts of ;9-ur'·PC?mrnit,1:fJ· hav~:,b1e~ the '-~~i tnod;·_).,'.f ;:_ ', 
::a,n :uif:i.1n,ate solutlon. that' Dr., Esty· has proposed ., . AJtd. p~liaps 

, /··· ,.... : . •'. •. 

. :as CC)1t1pe1:J~~~. a~s~~.~·or a~c:l ,b~~llg; 'fa,mir,li~ri;#'lfh the ~huai's< 
-- -.... _ used by/.a,sse~~-~-I$_·-•-·•_ I. m._t y: ~.1_·. "iti t" e{:idi,riil:e ?flli e( the 

question$. in the minds . of' ·the. Cdtrilnitfi~/ 
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There is only,one path that can lead to any ultimate 

solution of the complexitiel!:l an~ intricacies of•tll.e tax 

structure. That path is the working out anc;l al)J?li9a.ti9n of·a 

graded. tax plan for real proi:>erty; ·<fl plan ,that, woul:-<l .. Pla.ce 
. . 

the greater perc~ntage. of tax on the. land t the smaller 

perceritc:tg;e on the. improvements o 
:· ·... . .-'·' ·; '·: :·,. ,:., ' 

In order that municipalities might app~ydi:fferent 

rates of taxation to the. land a'tld impl:'ovements,. a proper 

,,amendment to the State Constitution v1ould be necessary, and 

then permissive legislation., no~ ,mandatory legis.lation, mus.t. 

follow by the State Legislature .. 

. Briefly; let me outline some facts to support tne 

above allegation.; 

lo With,highe.r rate on land value and lower on 
. . 

improvement value, the home owner would be encourag;cad to. improve. 

his property and create. greater community va.lueo He would not 

be .as harshly penalized taxwise.for improving, as he is at 

present .. 'rhe. home.owner 9 if he is to be. harnessed with rt1'tlaway .. 

· educational costs, at least ce>uld send his children to school 

from .. a bette.r home., and pay about equal or even less taxes, . 

on property possessed of greate:r:- market value .. 

This same principle. applies to owners of busine.ss . 

property and industrial property.. Pittsburgh, 9 Pe11nsylvania;· 
- . - : . -. ·_ :. ,. , ~- ' . <\ . 

which was mentioned here by Dr .. Esty,. and Scranton, . 

Pe.nnsylvania, now Er.ie, Pennsylv~nia, are a few examples. There 

are many others throughout the country. But these are nearby 
// : 

examples of the bene.ficial us.e of a grade.d tax plan,. 

Spe.cifically, permissive. legislation for a graded 
' - . ,' ·.-.'· ' 

tax plan has existed in Pennsylvania. for ,about 30 years •. · 
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It w~nt through a maze of political intrigue, some years ago, 

and appeared in a watered-down fashion. I studied the 

application in Pe;n·sylvania of it; whi.ch permits cities like 
,. ' . 

Pittsburgh, which are clas.sified as se.cond--c],.ass cities, to 

apply it. Pittsburgh, of course', which was a dirty smokey 

city, used· it to very good advantage. to become what is known 

today as the golden t:r:iatigle'of Pitt~burgh. They have been 

able to invite industry there, attrac't it there by telling 

anyone who wanted to put a factory in that the t,-x rate on 

the improvement would be 5 O'.j& of thS:'t on th~ land. 

Secqndly, the municipalities ~ould have larger powers 

of· self-de:t:ermitiation. , Those th~t de.cided to adopt a g:rade.d 

tax plan, after due local. consideration of adaptability, 

benefits and advisability·. could proc~1e.d without detriment to or 

encroachment upon the rights and determinations of neighboring 

municipalities having individual reasons not to. adopt such a 

plan. 

· Tl:le· poirit in b~ief, :for example.; a town like ·oal<land, 

which is a 'lalley of home's located in mountainous te.rrain · 

differs from Edgewater ~hich pz-im~rily has railroad and 

industrial property and is lo.eated on' the Huds.on River close 

to New York City. BothOakland:and Edgewater differ from 

Cape May which is primarily a summer resort l~cated on · 

the ocean. To place these three communities under identical 

mandatory uniform tax structure application would be and 

is unjus·t. and .entirely impractical. 
' , . . 

But· let me. add so there 

is no misunderstanding,.this appeal for en1abling legislation 

should not be construed as an_ attempt to re.peal Article VIII 
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Section L of the State Constitution - that is the Article, 

property shall be assessed for taxation under general laws 

and by uniform rules,.· etc. Only a partial amendment would be 

necessary .. 

Thirdly, property appraisal and assessing would be on 

a more realistic basis and better understanding and relations 

would result between property owners and assessors. The Real·· 

Property Appraisal Manuals for New Jersey Assessors are in 

two volumes .. Volume I, pages 9 through 47 deals almost 

exclusively with land appraisal .. The rest of Volume I and 

. Volume II deal with appraisal of improvements .. 

In making his appraisal of land value the assessor, 

by referring to Volume I has at his fingertips well devised 

and accepted methods of ascertaining effective front feet, the 

value of lots in odd shapes and sizes,. the value of acreage.; 

he has ready-made depth tables, scaled empirically, and he 

can re.liably relate. and compare values of land below road 

level or above road level; in short, he can benefit from two 

of our more exact existing sciences - mathematics a.nd surveying .. 

To make his apprais~l of la11.d he does not have to 
. . 

rely upon whims, fancieS, personal likes and dislikes, and 

the standards and procedures .of Volume II, which are both 

practically and economically unsound, more often than not 

have. a low co-efficient of correlation with reality. 

Various.materials used in constrtlction, types of heating 

systemsr whether or not there is a cellar to the house, or if 
,-., 

the attic is finished off, or whether you plant attractive. 

shrubs or do extensive landscaping. With a we.11 devised 
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graded tax plan these things become minor and secondary 

considerations o Functi.onal obsolescence and. over"""improvement. 

ob~olescence- would not longer be important factorso 

Economic obsolescence would be an important consideratiol'l .. 

But even more important perhaps than all these aforementioned 

things, th.e property owner would be able t0 comprehend the 

assessoI_"'s appraisal a thousand. times easiero 

Alternatives to a graded tax plan are not attractive .. 

A State Income Tax? Well, the income tax is frequ~ntly 

condem:ned by competent and informed critics, e.ven by Mr .. 

Tc.: Colema'(l\ Andrews who was at one time the Colle.ctor of 

Internal Revenue o It is an outrageous, thievish, 11 unjust, 

unintellige.nt punishment of those who perform seirvice or 

invest their capital.,. It is PI."Operly the tool df communist 

lea4ers,aimed at mass effect, showing no consideration for 
. •·-. 

the problems of the . ind.ividua.19 and. when the law 19,ses resr,ect 

for the illdivid11al,. the, individufi~. loses respect: for the law .. 

On~ of the extrl:!mely offen~ive features of the. i~come 
' ' ,. " ·-. . ' ' '\ ' ,· . 

tax is 'the fact that. it is in the. interest of the tax. collector 

to be. inquisitorial .and dictatorial about the details of 

cond119ting·business .. More PPT,..;l forms.maybe? 
. - ' . . 

Al.I businessmen are subjected to 'the ,degrading 

assumption that they would cheat and misrepresen.t if given 

1:he opportunity p and as a. matter of fact ma~y of them are.· 

inclined to do so because they instinctive.ly feel that the. 

law is so arbitrary and unjust that any forin 9£ combatin,g 

it is desirable .. 
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Most of the nonsense we hear about taxation is just 

slogan~coinirig ="spreading the tax base;" na broad-based taxotl 

A new tax does not create a new source., ·Basically,· taxes can 

only be drawn from two available sources= earned income or 

production and, second, unearned income or speculation., 

As to a State sales t?Xi, it is a burdensome impropriety 

which, like the income tax~ has deve.loped a maze of rulings; 

annoyances, complications of bookkeepingy and petty meddling 

by government officials., The sales tax increases the cost 

of living most for those who can afford it least., It drives 

business from the area in which it is levied and is resented. 

not only by those who must pay it but also by those upon 

whom the task of colle.cting it is arbitrarily imposed. .. 

It allows the public to be·cheated, many times innocently by 

shopkeepers who cannot take time to calculate the tax pre-

cisely when they are ringing up a Sale, and because of its 

complexity opens the way for unscrupulous gouging. Anyone 

who believes merchants are reluctant to pocket the extra 

pennies 7 . well ==-

I have. not come before you ge.ntlemen today with a · 

panacea or a cure-all., The gra.ded tax plan does, howeverll 

have values that could be immediate and positive. It could 

operate to clean up current disorder and ine.quitie.s in our · 

tax structure. It should be thoroughly probed and studied 

and I offer my full cooperation,forwhat it is worth 1 to 

this end., 
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MRo ALEXANDER: ·Thank you very much 9 Mr,, Cohen. 

Are there any questions? 

Thank you., 

The next witness, if he is here,-is Councilman John 

JoHa.lley of South Amboyo 

Well he miss.ed a good chance., Perhaps he will be 

Dr .. Miller, a.re there any other ~itnesses sched~led 

for this morning? 

DRo MILLER: No but there may be EJorne scheduled for 
' ' ... . : ' . . . . - ': 

·this a.fternoon who would rather be heard this morning. 

MRo ALEXt\NDER: Well, is ~here any person scheduled 

for this afternoon who would like to get it over with now? 

If not~ we will.:recess until 2 o 1 clock,, . . 

Thank you verymucho 

(Recess·for lunch) 

Following. is the Press Relea·E3e which Mr .. Alexander re.quested 
be made pa.rt of the record, referred to on Page 1: 

For Release: April 10 11 1962 

.·NOTICE. is hereby g::i.ven t;hat the Comm.issio11 on State 

Tax Policy will hold public hearings in the Assembly Chamber 

in the State House, Tretito~; be~inning at 10:00 a .. m.,, 

Wednesday, ·April 25 9 1962 9 and continuing wi. th appropriate 

recesses for the baiance of that week and on s~bsequent dates, 

if necessary., 
.. . ' 

The subject of the hearings will be the.matters 
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referred to the Commission by Joint Resolution 6 of 1961 and 

by Joint Resolution 5 (AJR 28 9 approved April 3 9 1962), 

which state in part: · 

1961 - nThe. Commission on State Ta.x Policy is hereby directed 
to undertake a re-examination.of the means of pro-
viding increased State financial assistance for the 
public schools of the State and a spe.cial study in 
de.pth of the adequacy of the existing program of 
State aid to school districts to meet the expanding 
needs.of the public school system throughout the State., 11 

.1962 - ttThe Commission on State Tax Policy is hereby directed 
to undertake a comprehensive. re-examination of the 
entire State and local tax structure and of the tax 
resources of the State and its political subdivisions 

. to dete.rmine t~ what extent the existing tax structure 
should be. modified or. otherwise changed to insure a 
fair and.equitable distribution of the costs of 
governmental services 1between the Stat~ and its 

· political subdivisions and among the residents of 
the State and the business, industrial and commercial 
enterprises carried on therein.,n 

Every person wishing to be heard by the Commission at 

such hearings will be asked to limit.· oral pre.sentations to 

15 minutes, and· to file such additional data as de.sired., . It 

is suggested that anyone wishing to be heard advise the staff 

director of the Gommission 9 William Miller 9 Esq., 9 32 Nassau 

Street, Princeton? New Jersey (WAlnut 1-6094) to enable the 

Commission to schedule the hearing as conveniently as possible .. 
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AFTERNOON SESSION 

MRo ALEXANDER~ Ladies and gentlemen 11 you will please 
.. 

come to order] We will start on the heavy schedule that we have 

this afternoono 

Before we start 9 let me repeat one or two of the 

ground rules" In general 9 oral statements should be limited to 

fifteen minutes and any additional information may be filed-

now or subsequently in writing" After the statements have been 
. ' 

made 9 opportµnity for questioning either by members of the 

Tax Policy Commission or of the Advisory Committee who are 

sittitl,g 9 all of them 11 around here 11 will be had" 

Any of you who do have written statements= it will 

help a great deal if you will come forward and give them to one 

of us for distribution to the: members of the Co~ittee and 

the Commission beforEt you starto 

If we do not succeed in hearing everybody 'W-lio wish'es 

to be heard today 9 tomorrow or the next day 11 we will have 

further public hearings 9 the dates.to be announced later" 

The first witness thi~. afternoon is appearing on 

behalf of the New Jersey·League. of Women Voters 9 Mrso de.Vries" 
,' . 

MRS" J.ORN K., deVRlES:; Thank you 11 Mro ch'airman" 

Members of the Commission on State .Tax Policy and 

the Advisory 'I'ax Committee:; I am Mrso John deVries 9 President 

of the League of Women Voters of New Jersey" The League welcomes 

the opportunity to participate in this most impQrtant·public 

hearing on?-Jew Jerseyvs tax.needs,, We applaud the action by the 
. . . 

Legislature in authorizing an expanded study ~of the State vs 
. . . 

needs and how to pay for them" We eommen:dGovernor Hughes for 

his leadership in making the original request and llis.prompt 
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appointment of eleven well-qualified public-spirited citizens 

to serve as the Tax Advisory Committee., We h~ve long admired 

the ability of the State Tax Policy Commission to cope with 

complex financial problems and we are confident they will. 

expedite this study with as much speed as is consistent with 

sound judgment., 

We anticipate that as a· re'sult of this fiscal review 

a decision will be made by the Commission to recommend to the 

New Jersey Legislature a broad base tax so that 'Sufficient revenue 

may be obtained to enable the state t•o discharge its pr~per 

obligations to its citizenso 

Since 1948 the League of Women Voters has been studying 

the state t•ax structure.. That means active part;icipation by our 

9,000 members in 85 local:· Leagu~s located in 19 of the 21 counties o 

We have reviewed with gr_owing-dismay the .annual struggle 

to present a balanced state budget leaving smal~er and smaller 

reserves and yet slipping further and further behind in 

providing services for the most highly urbanized state in the 

Union.. We do not take pride in being one of the: two states ,, 
that exist without eithe.r a sales tax or a personal income 

tax .. 

In studying the need for various state services the 

League of Women Voters has :been concerned -with the neces.si ty 

of providing equal opportunities of education for all children 

in elementary and s.econdiiry schools o We know that adequate 

state aid is essential if this is to be., With, our population 

growing at the rate of 100,,000 a year= with the influx of 

families from other states= with children pouring into·the 
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schools 9 the burden of meeting the increased costs cannot be 
l • • 

hung on the property owners aiorte 9 who now pay almost 75 per 

cent of the cost of public education" More help from the. 

state is needed" The League endorses the current le gfslation = 

S 71 and :S 12 and A 91 and A 92 9 calling for $89 9 000 9 000 in 

state aid" 

The Leaguess four=year study of higher education con= 

vinced us tha.t New Jersey has inadequate college facilities for 

its qualified high·school graduates,, We deplore the fact that 

Rutgers 9 the State University 9 has the. highest tuition of any 

State University in the country,, We believe the lack of 

opporturiity for higher education in New Jersey is a i'i,:lLt~service 

not only to the students 9 but to the industry in our state 

which.needs highly=trained.young men·and women" We find it 

shocking that with this demonstrated need New Jersey is. second 

from the lowest among all SO states in its support of publfc 

higher educationo 

.While many people give priority in their thinking to 

the needs of education 9 there are other vitally important state 

services in which New Jersey·· is way behind in meeting the 

demando · 

The $40 million bond issue passed last fall for 

construction'of statewelfare and penal institutions is now 

declared inadequate by $40 milliono 

New·Je.rsey enjoys =.or should I say suffers= from. the 

highest traffic density in the world= S½ times the national 

average and 3 3/4 times greater than that on the state highways 

of New York" 'Moreover 9 it is estimated that New Jersey traffic 
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will double by 19~50 The Highway Department .has a Master 

Plan for building sufficient roads by 1975 11 but th:eY s:tate th.at. 

if Federal and State funds continue at the present.level :we will 

be about $1 billion short of the. amount .n,ecessary to cons.truet • 

the required improvements.,· Briefly 9 this means that the st1;11:e 

should spend $60 million a. year more than the approximate $40 

million that we are currently Eipendingo 

There are othe.r urgent needs in the field. of<healthi' .. 

recreation and conservation which all point 11p ·th,e importance · · 

•of finding a permatl.ent cure for our ailing. _state revenues., 

Our State Constitution calls for a balanced t>udget .. 

Yet I submit to you that we are,engagittg in deficit financing 

when we pass bond issues which ,saddle future. ge,nerations wit.h 

millions of dollars of debt servi,ceo We grant that there .are· 

some occasions when a bond issue is d.esirable o But. the slogan 

'' spEmd now. and pay late:r:-n is no h.etter for a. state than for a 

family" We are missing the economies that come wit'h long=range 

planning .for the foreseeable future" .. · 

As our dynamic state moves forward a~ indeed it must 
• • ·.,_ • '. I 

because of its strategic position in the metropolitan area. 

and rapidly increasing population 9 we can no longer afford a 

horse=and=buggy state budget with a hodgepodge of excise·.· .. 

taxes added on eac'tl. year by· a cent on c:dgarettes = a.. little mor.e 

of a bite on racing = a dip into dwindling .rese,rves 11 etc.. This 

may suffice for a. very rural state 9 but not an up~~nd=coming 

highly url;>anizedNew .Jerse,yo 

We should not exult in the fact that our state ranks 

50th in per· capita state .taxes o For the coroll.ary to this is 
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that New Jersey· ranked 2nd il;l; per capita .. property tax in the 

most recent figul".es an.d we know:tp;at prop~rty taxes,in New 

Jersey are•·rfsj.ng at the al~ing. rate ofi $65 ·million a year., 

This cannot cc:m.tinue., · Only by tapping- other broad base sources< 

presently not- :t;:axed in tbi.s state can we. stabilize.· the 
1'" ' 

spiralling property . tax and · secure .addi ti.on.al state: funds so 

badly neededo 

Wh.a.t :ts the solution?- The League of Women Voters 

believes that the.only two possibilities are either a·general 

retail.sales ta.JC or the perspnal incometaxo After prolonged 

stu4y, ,we have reached cotusensus that the graquated personal 

net income tax is the most <equitable "'i' .. has .. practical advantages 

over the sales.tax= willrecapture many millions that New 

Jersey re~iclents now. p.ayto the Federal government =.can be 

coordinated with th~Federal tax for convenience of the. 

taxpayer and low administraticm costs 9 and finally· it is·. flexible 

in that it can be aq.justed up and down by a small percentage to· 

match revenue needs .. o 

The League.Vs decision!) I might say9 to fa:vor the 

income tax was not q.ictated by.self interest; indeed League 

families generally fall in the ineome·braeket which.would feel. 

the burden of sales tax less than. that. of an income tax .... 

Rowever 9 our stand is based on the clear facts .which emerged 

fro.m our stu4Yo 

· ·. In a demoerac:y we believe the, principle ofi equity 

is the most impo;rtt!llnt factor to consider when imposing taxes;, 

Point l - Then.et ineome.ef an individual is a 

direct measure of his ability tE> pay taxes"" whereas purchases 

of consumer good~f are not a good measure even. with food exempto 
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Now I would' like to point out to you that these 

charts which we have blown up are in.our stateltlerit on the' 

back page, the·· .. Comparative Burden eh.art.. If thos-e who· 

are behind this chart and can? t see will turn to the' very 

back page of your·. statement, they wiLl be able to follow .. 

They are reproduced in black and white and weha.vemore in.the 

box if anyone doesn? t have a copy_,, 

.This chart shows the·comparative net burden per 

$100 of income., ·The red is th.eindication of the amoun.tof 

sales tax 9 at 3 per cent sales tax with food e~empt, which in 

the aggregate would yie'ld about $17() 9 000,000., This corresponds 

witla ~ssembly Bill 2lnow currently before theLegislature. .. 

At $1 9 000 income level; per $100.of income 11 the sales tax 
would be $2 ... 03 per. $100 of income" So you can follow ·down = 

$1 9 000 9 $3,000 down to $25 9 000"· It seems to us very persuasive 

that· the sales tax: is a heavier burden· on those families ~f · · · 

smal.ler income and less of. a burden on f amilie.s with a larger · 

income .. I should tell you in figuring this tax we, assume· 

a family of four individuals who take 10 per cent deductibility 

from their Federal tax.; ·Very easily it ·snows then th.at the 

sales taxlies at·the lower 1evel9 very small 9 down to·$ .. 37 

at the $25 11 000<level~ This is the burden of the sales taxo 

.©n the.other hand;, the income tax - ~nd here the. 

League advocates a graduated personal net income tax of from 

1 per cent to 6 per cent and the yield on this is slightly, 

larger;, about .. $180.,000 9 000 o ~, at the tlaousand=dollar level 

the burde.nfor $100 9 no tax at all; at the three=-thousand level, 

it is $.,08 per $100; and you can see at a glance that.· this is a 
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" 

pro~ressive tax,, 

This is our position 9 that th.e sale.¢ tax•is regressiye 9 

being more of a burden on the lower income group 9 le$S on the 

higher income group; whereas 9 the income tax progresses as 

people are more able to pay :with ,larger incomes., 

We would also like. t.o •·· point out on this that, 64 per , 

cent of the.families living in the northeastern part of our 

country have. incomes of under .$7 9.000 a year., So. the burd,en. of 

a sales tax on 64 per cent of the people living in.our a:pea .i~ 
. greater t}j.an 9n .36 per ce.11-t of our f~ilies who have incomes 

up from,$7 9 0000 

New York has an income taxi! as you .know 9 that goes 

from .2 per cent .to 10 per cent., We figure it would be from 

1 per cent to 6 per cent up to. $79 000 and then .from there 

· it is 6 per cent" . It is stabilized at 6 per cent"· It. is . not 

as progressive .. as some p~ople,would have you feel it,was 9 but 

the great mass of people.would benefit., 

I would like to introduce the person behind the chart" 

This is Mrso. Paul Moffett" We are extremely fortunat:e in the 

League to have a person who is a statistician 9 who by training 

and experience has done a great deal of research work on 

statistics for Armour and Qompany an<;l .. f cir the Na,tion~l Conservation 

Program" .. I have a list of tl'tings here that I would like to 

read to you if•you are interested in asking where she got the 

figures and how she did them" She did these charts," At the 

conclusion of my testimony if you would like to.ask her specific 

questions 9 I am sure she can answer them to you:r sa,;tisfaction" 

She is the autho~ of this" Thank you 9 Mrs" Moffett" 
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Point 2 - A personal income tax adapts to the changing 

needs of the individual taxpayer .. As dependents increase. 9 the 

burden is lightened.; A reduced income,' losses: medical expenses, . 

interest charges or retirement pay will decrease the tax 
whereas the sales tax actually penalizes large families and 

retired persons living on a reduced·incomeo 

Point· 3 = The Property Tax is regressive .. The lower 

the income 9 · the larger the proportion which is spent· on housiri.go 

To take one example 9 we all know that young co~ples with large · 

families usually pay more of their income in property taxes 

than childless couples or retired couples _who often live in 

small apartments. Actually young growing families more often 

are paying on what they owe rather than on what they owno ·• The 

best balance to, this regressive tax is a progressive tax; namely 9 

the graduated personal income taxo 

- Point 4 :.. The personal income· tax is the only feasible 

way of taxing wealth in the form of intangible P? rsonal property 9 

that invested in stoclcsand bondso This will lielp shift some 

of the increasingly 'heavy burden now borne by-r;ea1·property in 

New Jersey,. .. 

Point 5 = The state tax on corporations·but not ·on 

• 'partnerships . or other unincorporated business i;s discriminatory 

and a personal income tax automatically ta~es profits from· such 

unincorporated business which would help remove this 'inequitya 

· The practical advantages as we see it of the personal 

income tax over the sales tax are as follows~ 

l,, The ease of recapture-frptn the Federal governnren.t· 

reduces the burden on the taxpayer who' pays higher Federal taxes 



when.he,lives in New Jersey.than w'h.en:he lives in.an income 

,tax stateo A state·ineome:,.t,ax will 'bring back some ·of;his tax 

dol.lar from Washingten to work in New Jersey a .we believe , there ·· 

are many .tE1Xpayers •.· paying .·.considerable Federal income: ...• taxes· .. ·who 

really understan~ the need in New Jer.s1ey ·for more state supplied 
, ' 

services and who would welcome the()pportunity to retain some of 

the Federal collected tiPC dollars for use in our own ·state~ 

The. attached. chart = 1\0W this too is repro<luced 

the second page front the back .., .v•Retention of Federal Tax Dollars 

in New Jersey Resul,ting· from a State Income Taxt\> shows four 

individual income levels; $5 9()00 9 '$10 9 000 9 $25 9 000 and $50 9 0000 

It shows the effect on the individual taxpayers at various income , 

levels o The gross incoll\e = a.rd here again we have used the 

$600 decluctibil:i,.ty which is standard. 9 a family of four 9 itemizing 

10 per cent fordeductions from their,Federaltax -and this 

shows if we had m im,d,ont:e. tax in New .Jersey on a grc,ss · inc'ome of 

$5,000 the state income tax would be:$32 in ordertC> raise 

the $182,000,000o That. is how we arrived at this and.this is· 

based on from.I to 6 per Cl!nto The. state income t~x is figured 

at $32 o 'l'he Federal income tax before the state tax· is $420.,: 

Federal income tax after your credit of your sales tax is · 

$4140 Your Federal ,tax retained in. New. Jersey then is $60; 

The net burden then, te the man with. the g;c~:r:os:s income ·c;,£:. $5 9000 

with deduetionsfor a f~ilyof foµrwould amount to $260 That 

is not a very .s.ignif;i.eant difference·., But. yot:;1 can s~e quickly> 

at a glance that it go4as up~ The person then with an income. 
' 

of $25 ,000 11., who has a state i11eome tax of $95.6 will retain 

actually. from the Federal tax $32:9 11 about a third 1 mea:ni:n.g that. 
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the net burden of a state income tax to that taxpayeris only 

$627.o We think this .is significant,. It is still true, of 

course,- that a person with a larger income pay,s more.. But it is 

also true that-that person can keep a larger prroportioUba.ek 

for use in New Jersey.. In other words, we are paying more than -

our sh.are from New Jersey/now to the Federal government;than 

states with income taxes., 

Now theState=wide Effect, the bar art the.bottom, 

to raise the whole $182 l) 000 9000, which is what. we have 

estimated"" this.in the. aggregate shows approximately one= 

fourth of the Federal tax is retained in New· Jersey" In other -

words $44~3million .. And the net burden of the-state tax then 
to the taxpayer is- $137., 7 million,· which makes, the total for : 

use in New Jersey, $182 million., 

2., A sales tax would be hard on co~ters · working 

in an income tax state~ - It wo'g.ld force them to pay an income 

tax where they. work, . a sales tax in: New Jersey and a Federal 

income tax., · 

3., -· The income ·tax is efficientQ Coordina.tior1 with · 

the Federal tax and withholding of wages and salaries simplify 

enfor~ement and facilitate payment by ~he taxpayer., On the 

contrary the sales tax is not easy to collect;· it is a 

nuisance and it is costly to the retailers to administer., 

4., .- The income·-tax is direct, visible and widely' 

shared? thus making.peoplewell·aware of the costs of government.,· 

By contrast the sales tax is psychologically -a hidden·· tax~-

While the sales-tax may seem theles$er of'two evils by 

casual __ observation, a study of the· facts will show that for· 
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a large~jority'. of New Jersey fam.iliesthe graduated.personal· 
,/ .i·•·;._:<\'.;··~--·:.·.·:,:1_~-:-~~ </i \/" : .. --·.; ·<--.·-__ ·:_:· -.~~ .. i ~./.\.·. _:_ .'• . ·. 

income tax will ,cost less in dollar~ and cents than·a sales taxo 

To quote from a leading ·.· au:t;:h.ority on· the sales tax 

and one who sees definite adva~tages. in it~ ,, Mr o, ~0~'.11 Fo -Due 9 author 

of Sales Taxa.tion:9 Uni~~i-'.~i ty of 1 ±ii:tn~i~: P:r:-e-~s ,· f95'79 ~ays : . 

. ff()n the wb.ole 9 the sales-taxmust-be:regardedas a second. 
- . . ' 

best tax - one .. to be ·emp:Lor~d only if ·vari_ous circumstances 

.make complete reliance oi'income and othe;·more suitable taxes 

unde·s1.rabie ot1 
N1 • 

To sum({ up 9 the -League of Woinen Voters is firmly 

convinced:: · One09 th~t we nee4 a bread base. tax now; and;, two 9 · 

the graduated personal 'income . tax is the right oneo . 

Thank.you verymueho 

,- (Ott the .:following'pages can be· found 
the. charts referred to by Mrs., deVrie:s.;) · .. 1 

,.' , /· 

' ·) ""i 

•; . 
- .!."I_.':.;;. 

f .. 
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.COMPARATIVE BURDEN· 

OFA 
. . . 

, STATE PERSONAL INCOME TAX 

AND A 

STATE SALES TAX 

About 64 per cent of New Jersey families would he more heavily bur-
dened by a· state sales lax than by personal income tax. The impact of 
these two taxes, while not greatly different for inco1µes between $50,00 
and $8000, diverges widely at the lower and upper ends of the income 
scale. • The sales tax is more burdensome than the income tax for low 
income families and less burdensome for • high income families. The 
material on the following pages explains these conclusions. 

LEAGUE OF WOMEN VOTERS OF NEW JERSEY 
460 Bloomfield Avenue 
Montclair, New· Jersey 
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Explanation 

THE PERSONAL INCO.ME . TAX 

A hypothetical tax .with the follow°lng featµres: 

Personal Exemptions-$600 per pe~s9n, as in the 
· federal income tax and in nine states inchiding New 

York .. A family of four is assumed. 

Deductions-it· is assumed that the taxpayer de-
ducts ten per cent of his gross income. In most 
states, as in the federal law, a flat ten per cent 
deduction may be tak_en in lieu of itemizing busi-
nes~ exp_e~ses, interest,· taxes, charitable and other 
allowed deductions. 

Rates-l o/o on the first $1000 of net taxable in-
come; plus 2% on the next$20()0; plus 3o/o on the 
next $2000; plus 4% on the next $2000; plus 5% 
on the next $2000; plus 6% on all over $9000. 

· > (These rates are lower than New York's, which 
;:: . graduate by $2000 brack~ts from 2 % ou th~ first 

$1000 up to lOo/o on all over $15;000.) 

'Estimated Yield-'- $206,000,000 for 1961 in N~w 
Jersey. After deducting tax credits to residents pay-
ing income tax- out of the State and adding taxes 
from commute(s into. the State, the estimate would 
be Sl82,000.000. This figure is calculated using 
data for New Jersey in Statistics of Income, 1958, 
internal Revenue Service, U. S. Treasury Depart-
ment. 

FEDERAL. DEDUCTIBILITY 

It jo assumed that the taxpayer, in preparing his 
federal income tax return, itemizes his deductions. 
The added deduction of his state sales o~ income ... 
tax reduces his federal tax, and consequently the 
net burden to him of his state tax. The burden of 
the two state taxes, both before and after federal 
deductibility, is shown in the table on the back page. 

INCOME 
LEVEL 

$1.000 no tax 

3,00<' 9 $.08 

4,00!' - S.28 

STATE PERSONAL INCOME AND SALES TAX . 
NET BURDEN PER $1()0. OF INCOME 

After Federal Deductibility 

$1.06 

$.96 

5,00<' W(ll//R? $.51 $.90 

6,oo" [(mTll///1/ij 1/J s.61 s.86 

7,oo" r «e(!(mlllf!W.8~-ss . 
, ' ·-·: . . 

8,00(' VII/II rir llj((Z¼Z1 $1.0l 

16,o~o Vlll 1!.fll lll(liqfNIII///IIJ $1.36 

1s,ooo wwg.@111 ITf//ll/JIIIIIJZJl1J1111@,fs2.os 

26,00" V/1//1/3(((({~ 1117ft !IHI /ll////[IJIIJJJOOT/l/l/lfill/J s2,40 

·_· 2s,oo~ r 11(%(~£aTflZZ177lJ1177zzm/ll/vzozJJlllmm111J1J s2.s1 

V///1////;l 1 % • 6% personal lnrome tu · 

3% . s.1.. ,ax, ·food. eumpt 

See· l,ack ·puge_ for f9111plete · !iiiw-

Explanation 

THE SALES TAX 

As proposed in Assembly Bill 21 

Rate-3%. 

· Covered Sales-Tangible personal property·at re-
tail. Also the following services:lraµsiendodging; 
seriing of food and drinks for consumption on the 
premises; parking, storage--;·,repairs; ren,al 6£ tangi .. 
hie personal property. · 

Exe,,.;pted Sales-F~od not for con~umpiion on the 
premises;··:. medicine ~n prescrip~Oil; · professional 
and personal services; utilities_ ~nd ·fuel; artificial 
l~s_;· wheel, ch_~irs, e~c.; ·:m,i~aZine:s ----~-n~ ne_Ws~. 
pape~~; feed, seeds, fertilizer, etc. for farm use; 
rental of real property; sales by.or to educational, 
chariJ~hle -or religious or.ganizatio_iis;.-c_onu:iiOditfes 
alrea~y subject to a·New Jersey ex~ise)ax. (cigar~ 

· ettes, gasoline. and alcoholic be_~erage~). 
. . 

Estimated -Yi.eld $172.000.000 for 1961 in New 
Jersey, exclusive of the yield for the accompanying 
use tax 01,1_ the saine goods purchased outside the 
stat~ {or.~Se·in·Ncw Jerscy4 -S.oUrce·:·.'R~i,ail·-"Trade,' 
!Ve:w Jersey and. Selected Servi~es; New Jersey, 
1958 Censhs of Business, Bureau of th~ Census, 
U. S .. Department .of Commerce. 

Source of Figures iri Chart-~-l1asic d~taf~om Study 
of Consumer Expenditures, 1957, pr~paredforLife 
Magazine by Alfred Politz Reseat~h,foc, This study 
gives ._expen_diture_s for goods 'and :service·s-~y_ house .. 
holds in ,,flfious incon1e ·ranges iJl·· the U ri.ii:ed States. 
The breakdown is such that items taxable under 
A. 21 cani be separated from ·those rion-iaxable 
with-.. a conS_iderabie degree ·of a·i:cllracy. 

, PER CENT OF F AM!Lllj:S 

In the.northeast region of the U.S. 2.7 per cent of 
families have _incomes under $1000 ;° 25.3 % under 
$4000; 63.6% under $7000. In the same area 
36.4% of families have incomes ove,"$7000; 15.1 o;; .. 
over $10,000; .6% over $25;()00. Source': Consum' 
er.Income in the U. S.1959, Bu~~auof the Census. 



1'his table shows additional detail not included in the chart on the preceding 
page. It reveals the effect of deductibility of an income or sales tax from federally 
taxable income. This deductibility results in a "recapture" of tax monies from 
the federal government which is much grea-ter with a personal income tax than 
with a sales tax; 

Gross 
Income 

$1,000 

3,000 

4,000 

5,000 

6,000 

7,000 

8,000. 

10,000 

15,000 

20,000 

25,000 

BURDEN OF PERSONAL INCOME AND SALES TAX 
BEFORE AND AFTER FEDERAL DEDUCTIBUJTY 

Income Tax* Sales Tax* 
Tax '7o of Gross Income Tax % of Gross Income 

Before Before After Before Before After 
Federal Federal Federal Taxable Federal Federal Federal 

Deducti- De<lucti- Deducti- Expendi- Deducti- Deducti- Deducti-
bility bility bility tnres bility bility bility 

$675 $20.25 2.03 2.03 

f~3.00 .10 .08 1325 39.75 1.33 1.06 

14.00 .35 .28 1600 4,8,00 1.20 .96 

32.00 .64 .51 1875 56.25 1.13 .90 

50.00 .83 .67 2150 64.50 1.08 .86 

77.00 1.10 .88 2400 72.00 l.03 .82 

104.00 1.30 1.01 2600 78.00 .98 .76 

174.00 1.74, 1.36 3000 · 90.00 .90 .70 

4,16.00 2.77 2.05 3900 117.00 .78 .58 

686.00 3.43 2.4,0 4,575 137.25 .69 .48 

956.00 3.82 2.51 4,925 14,7.75 .59 .37 

*Sources of material and assumptions .behind these data are described on pre-
ceding page. 

Mar<!h, 1962. · Prlcet 5 cents 
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