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" ARCHIBALD S. ALEXANDER (Chairman): Ladies and

gentlemen, i‘havé a brief opening statement which I would like

to make on behalf of the Commission and the Advisory Committee.
| We want to welcomg the public to these public héariﬁgsob
They are being held in accordance with a notiée which has been
given to the press and mailed fairly far, and I would like to
put that notice in the record, dated April 10, (See p. 58) |

That notice states that the hearings are under two

‘Joint Resolutions, one of 1961 and one of 1962, which assigned

the two questions stated in the Notice to the Tax Policy
Commission,

The members of the Tax PQlicy'Commission present
besides myself as Chairman are: Mr, David Yunich, Vice
Chairman; Former Senator John Toolan§ Senator'wayne Dumont;
Mr, Méicglm Davis; and‘Mr;_Elmer Matthews will be here in
a moment.,. Mf, James Kerney, Jr., the other member,-will be
here tomorrow as he is away téday°

‘Now I am not quité 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,

 Mrs., Clark of Nutley, Mr, Hearne of Ridgewood, Mr. Leuchter

of Vineland, Mr., Lienhard bf‘Mletuchen9 Mr, Margolin of

Morristown, Mr, Nickerson of Short Hills, Mr. Nixon of

Vincentown, Mr. Saul Stetin of Paterson, and Dr. Watsom.
of Cranford. Alsc - I see him so often I didn't recognize him -

Karl Metzger of New Brunswick,



Now;thetﬁrocedure3wili;bé?that;the witheasﬂWillwgo to

the 1ectern,ﬁif’he'w111;'and try,to speak into the microphoneQr'

The proceedlngs are belng recorded so that anybody who mlsses'

part of 1t can 1n due course get a transcrlpt and flnd out
: what he or the other person sald | _‘ ' ‘ ‘
: We are g01ng to be as. 1nformal as posslble but at the

same tlme there . are a great many w1tnesses Who want to be} v
'heard and therefore, 1t w1ll help 1f those who' can w111
-adhere to'the_lSom;nute oralkstatementvrule;and.flle any'
~additional statement’ﬁith uséeh\ﬁ, | |

So far:asqqﬁestiOns éfe~¢§ncérned’75ﬁy'membér'bf the -
Tax Pollcy Comm1s31on or the Adv1sory Commlttee 13, of course,
free to ask questlons¢ I suggest that they be questlons for
‘clarlflcatlon rather than argument because, I thlnk I speak
for all of my colleagues hereﬂ the fact that we hear somethlng
and don't sayvanythlng doesn(t necessarily meanvthat wet‘
agree with it. | ‘h | |

Now,the schedule has beenoarranged, ao far asfposeiblef
to suit'the_convehience of the persons'who desire to
appear. SO‘lt may not seem to you to have as ‘much logic and
sequence as it mlght otherw1se have had - We thoudht it was
more 1mportant to accommodate the 1nd1v1dual

We w1ll hear everybody we can today, tomorrow and on -
,Frlday, and should there be a de31re on the part of other
people to be heard" later, we w111 have later hearlngs but
we will do all we can today, omorrow and Friday. .

I think I can close by saylng that all of us on the

Tax Pollcy Comm1831on and all the members of the Adv1sory
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~ Committee have one purpose only and that is to try to amalyze
:thefprpblemgireferrédito gg;and#aiter'hegringgwhat,is said and
Jdiscussingvitxamong ouggg}vgsyvcominglu§_wi§hfthg‘bggt{rgpgf§_

_we p0531b1y can,

In some respects having these publlc hearlngs, hav1ng

~ the publlc get‘a change to express 1tsuv1ews,Ad1vergent,as they

probably w1ll be, and hav1ng the Adv1sery Gommlttee ln

addltlon to the Tax Pollcy Commlsslon greatly enlarges the

scope of,the Tax_qulcyvC@mmlssion‘s bu31n¢ssvand I}thlnk Wl11  ,

give us some‘bf thé best featﬂres 6f.the’tax cbnvention,

-

Wé have open mlnds, all of u39 even though some of us

have already glven some vx@ws en the subgect I fhlnk we all

want to hear the ev1dence and hear the v1ews expressed by '

people and then reach our- concluslonov
I should now llke to call the}flrst w1tness who is
Mr. Leonard Best of the Cemmlttee fer School Support |
o LEONARD E. BEST: My name is Leonard E, Best, my home
is ln Summlt and my occupatlon ls Pre81dent mf the Best ‘ 
Penc11 Gompany in Sprlngfleld As Chalrman of the New Jersey
Commlttee for Scho@l Support I deeply appreCLate thls

opportunlty to state our reasons fer urglng the State of New

.Jersey to 1ncrease lts flnan01al help to local schools

through the use of braad=based taxesoA
Ten State organlzatlons are members of our Commlttee

and - endorse our eff@rts, These organlzatlons are the New

‘Jérsey Rﬁglon of the Natlonal Ceun01l of Jew1sh Womengje The‘

New Jersey State Grarnge,7 - The New Jersey Congress of Parents and v



TEACHERS,HQ THE’NEW JERSEY STATE LEAGUE OF'MUNICIPALITIES, ~ THE NEWFJERSEY‘EDUCATION
ASSOCIATION, - THE NEW JERSEY LEAGUE OF WQMEN VOTERS _ THE STATE FEDERATION OF DIS-
TRICT BOARDS OF EDUCATION OF NEW JERSEY, - THE NEW JERSEY STATE BOARD OF THE AMERICAN
ASSOCTATION OF UNIVERSITY WOMEN, - THE NEW 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 S-72. INCIDENTALLYv IT IS
SIGNIFICANT THAT THESE STATE SCHOOL AID BILLS ARE SPONSORED BY 14 LEGISLATORS FROM

NINE COUNTIES A—9l and S-71 WOULD RAISE THE FOUNDATION PROGRAM ON WHICH STATE

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

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

MENTALLY HANDICAPPED WOULD GO FROM THE PRESENT $2000 PER CLASS T0 $3000 PER CLASS
ASSEMBLY BILL 92 AND SENATE BILL 72 WOULD INCREASE THE BASIS FOR STATL 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 ENAGTED FOR THE PRESENT
SCHOOL YEAR, WOULD HAVE PROVIDED AN ADDITIONAL 100 MILLION DOLLARS TO HELP OUR LOCAL
SCHOCL 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 TOYTHE EXTENT OF;PROVIDING

AN ADDITIONAL $100 MILLION DOLLARS FOR INCREASED STATE SCHOOL AID. |

THERE ARE SEVERAL REASONS FOR OUR SUPPORT OF INCRLASED STATE SCHOOL AID AND
THE TAXES TO MAKE IT POSSIBLE

GREATLY INCREASED BIRTH RATES HAVE FORCED SCHOOL LNROLLMENTS TO CLIMB FROM
v6A3 083 IN l950~51 TO OVER 1,100, OOO THIS YEAR._ EACH YEAR OUR - SCHOOLS EXPLRIENCE
AN INCREASE OF OVER AO OOO STUDLNTS AND OUR PRE—SCHOOL AGE CHILDREN WILL GIVE OUR

PUBLIC SCHOOLS A NET ENROLLMENT INCREASE OF OVER 200,000 WITHIN THE NEXT FIVE YEARS,
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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, 1IN 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

SCHCOL 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 DECREASES. NEXT YEAR IT WILL BE LESS THAN 1e%. INCREASES IN STATE SCHOOL

ATD FROM 1960-61 TO 1962-63 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 WE 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

PENNSYLVANTA, 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 SUPPCRT OF LOCAL EDUCATION FROM STATE TAXES WILL AVERAGE 92 DOLLARS FOR
EACH CHILD. " | | |

OUR CURRENT EXPENSE SCHOOL AID FORMULA HAS NOT BEEN CHANGED SINGE 1955. NORE
SIGNIFICANT IS THE FACT THAT THE PRESENT.CURRENT EXPENSE FORMULA WAS BASED ON SCHOOL
COSTS PREVAILING BACK IN 1951-52. THE TAX POLICY COMMISSTON USED THE AVERAGE COST

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



FOR A CHILD'S EDUCATION WAS $200, WE STILL USE THAT SAME $200 BASIS ALTHOUGH SCHOOL

COSTS PER CHILD HAVE NOW ‘REACHED AN AVERAGE OF NORE THAN AAAS EVEN A $300 PER

PUPIL CURRENT EXPENSE FORMULA IS UNREALISTICALLY LOW.» HOWEVER, IT WOULD PROVIDE
CONSIDERABLE IMPROVEMENT IN STATE SCHOOL SUPPORT TO LOCAL SCHOOLS |

THE PRESSURES PLACED ON LOCAL PROPERTY JFOR- INCREASED SCHOOL TAXES HAVE BROUGHT
ON SCME CONDITIONSlThAT ARE MOST UNDESIRABLE FOR GOOD EDUCATION FOR THE BOYS AND
GIRLS OF OURISTATE. h8 OOO NEW JERSEY CHILDREN WERE HOUSED IN SUBSTANDARD CLASS~
'ROOMS IN-l960 57 OOO WERE ATTLNDING 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 RECOMMENDED BY THEIR BOARDS OF EDUCATION 'ONE ouT OF
* SEVEN TEACHERS IN OUR STATE FAILS TO MEET THE STATE S STANDARD REQUIREMENTS FOR A
TEACHING CERTIFICATE. CERTAINLY THESE ARE NOT! CONDITIONS THAT SHOULD BE TOLERATED.
IN A STATE AS WEALTHY AND PROGRESSIVL AS OURS.

THESE SUBSTANDARD CONDITIONS EXIST NOT BECAUSE OUR PEOPLE DO NOT WANT GOQD
EDUCATION BUT BECAUSE OUR TAX ’STEM FOR SCHOOL FINANCING IS SO HLAVILY BASED ON
LOCAL REAL ESTATE. I CITE THE SUBSTANTIAL SUCCESS OF THE %68 MILLION DOLLAR COLLEGE
BOND REFERENDUM AS ONE EXAMPLL OF CITIZEN SUPPORT FOR GOOD EDUCATION ALSO THE - |

$100 MILLION DOLLARS'VOTED EACH YEAR FOR LOCAL SCHOOL CONSTRUCTION AND THE MORE THAN

$500 MILLION DOLLARS VOTED FOR LOGAL SCHOOLSVFROM-PROPERTYITAXESLFOR THE NEXT SCHOOL

YEAR I 4 CONVINGED THAT OUR PEOPLE CONSIDER SCHOOLS INPORTANT, AND GIVEN THE
FACTS THEY WILL SUPPORT LEGISLATORS WHO PROVIDE A MORE EQUITABLE HETHOD OF FINANC-
ING THEM. o |

IT IS IN THE AREA OF OUR RELTANCE ON THE PROPERTY TAX FOR SCHOOL SERVICES THAT
I WISH TO DIRECT YOUR PARTICULAR ATTENTION. WHEN THE TAX ON REAL PROPERTY IS OVER
J% AS IT IS IN EAST ORANGE, PATERSON, ORANGE AND NEWARK, TO MENTION A FBW, WE MUST
EXPECT COMMUNITIES TO LOSE THEIR ATTRACTION FOR BITHER 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 THL UNSKILLED:

THE SKTLLED WORKER IS TN DEMAND. YET WHEN SCHOOL PROGRAMS o INDUSTRIAL AREAS ARE
CURTATLED, YOUNGSTERS TN THESE DISTRIOTS FAILL TO RECEIVE THE BASIC TRAINING NEEDED
T0 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 UNSKTLIED WORKERS HAVE
AVOIDED NEW JERSEY FOR OTHER STATES. THO OF MY LARGEST COMPETITORS MOVED OUT OF
NBW YORK CITY...ONE TO PENNSYLVANIA AND THE OTHER TO CONNECTICUT. TWO OTHER coM-
PETTTORS HAVE SHIFTED PART OF THETR OPERATIONS OUT OF NBW JERSEY. TAXES ARE NOT THE
CONTROLLING FACTOR IN MOST DECISIONS TO LOCATE NEW PLANTS, BUT A BAD LOCAL TAX
SITUATION DOES NOT HELP. WHEN TOCAL PROPERTY TAXES VARY FROM AN ANNUAL CHARGE oF
LESS THAN 17 OF MARKET VALUE Iif SOME COMMUNITIES TO OVER 5% TN OTHERS, WE HAVE A
SUBSTANTTAL CONSIDERATION TNFLUENCING THE CONSTRUCTION AND LOCATION OF NEW FACTORIES,
BUSINESSES AND HOMES.

A BASIC FACT THAT IS OFTEN TGNORED IS THAT 4 SUBSTANTIAL, IF NOT CONTROLLING,
FAGTOR TN SETTING LOGAL TAXES IS BEYOND THE CONTROL OF LOGAL CITY AND SCHOOL

OFFICIALS. AS YOUR TAX POLICY COMMISSION ONCE PUT IT, "SOME TAXING DISTRICTS ARE’

MORE BLESSED WITH CHILDREN THAN WITH PROPERTY.!

AS A RESULT WE HAVE MANY DISTRICTS WITH $15,000 REAL PROPERTY PER PUPTL AND
OTHERS WITH $45,000 OR MORE PER'PUPILQ OBVIOUSLY WITHOUT STATE AID THE FIRST TOWN
wOULD HAVE TO LEVY A 3% TAX TO PROVIDE & $450 PER PUPIL PROGRAM WHILE THE WEALTHIER
TOWN COULD PROVIDE THE SAME PER PUPTL PROGRAM WITH A 1% TAX. |

WHEN WE COMPARE NEWARK AND MILLBURN, TWO COMMUNITIES IN THE SAME COUNTY LESS

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

7



INEQUALITY'IN EDUCATIONAL OPPORTUNITIES. MILLBURN HAS BEEN SPENDING AN AMOUNT

RANGING FROM %518 TO $592 A YEAR OVER THE PAST FIVE YEARS ON CURRENT EXPENSES FOR

EACH SCHOCL PUPIL. NOTE THAT THIS AMOUNT HAS INCREASED BACH YEAR AND IS WELL ABOVE
THE STATE AVERAGE COST PER PUPIL. THEY HAVE DONE THIS WITH A TRUE VALUE SCHOOL TAX
RATE THAT HAS STAYED FROM 1.07 TO 1.09 TN THE. FIVE YEAR PERIOD. LET'S LOOK AT
NEWARK. TN THE SAME FIVE YEAR PERIOD, 195657 TO 1960-61, THEIR SCHOOL COSTS PER
PUPIL HAVE RANGED FROM $L21 UP TO k6. |

JUST TO MAINTAIN 4 PER PUPIL EXPENDITURE 20%.LQWER_THAN MILLBURN'S, NEWARK HAS BEEN

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

logll'.'

MILLBURN'S STATE‘SCHOOL AID PER PUPIL HAS RANGED FROM $57 PER PUPIL TO $61 PER:

PUPIL IN FIVE YEAR PERICD. NEWARK'S HAS RANGED FROM §86 TO $89 PER PUPIL. NEWARK'S
LOGAL SCHOOL TAX EFFORT IS ALMOST TWICE THAT OF MILLBURN'S BUT THEY ARE ABLE TO PRO-
VIDE THEIR CHILDREN WITH A PER PUPiL_PRoGRAM THAT COSTS CONSIDERABLY LESS THAN THE
ONE IN MILLBURN. WE THINK THAT THE STATE SCHOCL AID TO PLAQES,LIKE NEWARK, AND
THERE ARE MANY OF THEM'iN RURAL AND RESIDENTIAL AS WELL AS INDUSTRIAL AREAS, MUST
BE SUBSTANTIALLY INCREASED. |

MANY DETRACTORS HAVE ACGUSED OUR COMMITTEE‘OFAONLY>WANTING TO SPEND ADDITIONAL
WONEY ON SCHOOLS: SOME CLATM WE'RE SET ON FORCING THE PEOPLE OF NEW JERSEY TO SPEND
AN ADDITIONAL $100,000,000 ON SCHOOLS. THIS 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 THE LOCAL PROPERTY THEY HAVE TO TAX TO PROVIDE EDUCATIONAL COSTS.
LOCAL BOARDS OF EDUCATION DETERMINE HOW MUCH WILL BE SPENT ON SCHOOLS, HOW MUCH OF

THEIR OWN MONEY AND HOW MUCH OF THE STATE MONEY! 1IN OVGR FIVE HUNDRED OF OUR 586

SCHOOL DISTRICTS THE PEOPLE VOTE ON WHETHER OR NOT THIS 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 GUARANTEE AGAINST ANY UNNECESSARY SPENDING OF TAX MONEY.

ACTUALLY, WE KNOW OF NO OTHER SITUATION WHEREBY STATE TAXES ARE COLLECTED, RETURNED

TO HELP LOCAL PROPERTY OWNERS TO. THE DIGRE

8
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Our State School Support Program is not an "aid" program
like "foreign aid" mr'"farﬁ aid", 'It ié not a spen&ing"pppgrgm,
It is not a matchlng pr0ﬁramal ﬁhen~school costs finanéed 5&2.
local property taxes increase better than forty mllllon dollars
a year9 addltlonal money from state taxes for schools is
bound to help the hard«pressed prcpeyty anero This was our
experlence when substantlal state school aid was prov1ded 1“,,,
1955, In the school year startlng 1n September 1855, total |
local property taxes for schools 1ncreased only one mllllon ,
dollars of the conservatlve $20 mllllon budget :an,rease0
The school budgets had 1ncreased at the same rate for years
and they have continued at that saﬁé rate° There was no
chahge, But most of lt was paid by the State from 10cal
property taxeso_ Qtate school ald provzded most of the money
for the 1ncreased budgets voted by achool dwstrlcts° 

Our program is essentlally a tax revxslon program
that asks the state to collect a broadmbased nonmproperty
tax like a sales or personal 1nc0me,tax;and distribute it
to help equalize»the,tax‘ineQuities caﬁsed by the unevanv
dlstrlbutlen of puplls and real propertyo |

We feel that the 1mcreased state help for schools |
is_iongyoverdueb The leglslatlvevresalut;on passed in the

spring of 1961 called for a Tax Policy Commission Report

in January of this year. We now may have a delay until

December., Our schools cannot hold back the increasing

.enrollments, We urge you, the Legislaﬁure and the Governor

not te hold back the funds so sorely negéedvtobp%operly

educate our public school children,



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 hés been'limitéd largely to the
legislative halls. Its effecf may well have been to commit | q
New Jefsey to the éupport of its governmental services
primarily from the property tax to the point of no return.”
You have our full‘éupport to lead us away from that
‘brink of mo return. . . v.
' Thank you, ‘
MR. ALEXANDER: Thank you, |
Beforé you leave Wé want‘to see‘Whether anybody
wants to ask you any Questioﬁso- Are‘theré any questions?
| Thahk you very m.ucho : _ | .

I should like to correct one mistake which I made,

@

failing to identify two of the-mdst important peoplé_in-thisv
business - the Staff Director 6f the Tax Policy Commiséion,
Dr; William.Milier,.if he»will‘stand up; and our Chief
Cénsultant, fdrmer State Treasurer Aaron Neeld.,

 I ﬁou1d like to ask any witﬁesses who have a prepared 
statement if before he starté to read it he would hand it in
to the ladies here who are frying to follow:fhg proceedings.
‘Those who have no prepared statemeht don't have to do that.

I amvlooking‘at'the‘next witness who is, Honorable

N

'Leo Carlin, Mayor of Newark.

-~

MAYOR_LEO CARLIN: ‘Mr, Chairman and members of the

New Jersey;CbmmisSion on State Tax Policy:

10
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It is a privilege for me as Mayor of the City of Newark to submit

for your consideration myiviews fegafding-the all-important‘questioh”of a o

v_rev1sed tax pollcy for the State of New Jersey.

~Our c1t1es have a major stake 1n any overhaul of ‘New Jerseyﬂs tax -

structure. Pr0perty taxes 1ocally assessed and collected constltute by far d‘“”

'the bulk” ‘of munlclpal, school and county revenues in New Jersey.' In Newark“‘ o

83% of a11“1962,01ty”and school revenues are from this source.f This*’

dependence OnfprOpertyvtaxes;is in contrast to our neighboring states. For

example, New Yofkaity‘obtains only‘ﬁl%-of7its revenue from property, just

about half the Newark load., Within New*Jersej'thisftax'structure7has had a
'particulafljiharmful effect’on the’olderlcorefclties,.includingVall'New'Jefsgy_
cities with a populatiOn'in'eicess.Of“lOO OOOLf The-reason‘fortthis'is‘that B
there 1s llttle relat10nsh1p between the serv1ces whlch local government mustbfv
furnlSh and the tax base from whlch to flnance them. v
" The serV1ce“load is mich 8reatera1n our central cities wlthiioW':'J'>

income populatlon and with bllghted and obsolete property. - Modern large

industrlal plants belng erected 1n the suburbs require llttle local serv1ce, I

vwhlle the c1ty s'bllghted're51dent1al areas produce great demands,

partlcularly for soclal, welfare and health ‘services, In contrast to popularﬁ

belief, New Jersey s 1arger cities do not have vast tax resources to meet

thls great demand for' services, In 19605 New Jersey s flfteen largest c:[t:Les"“'"'E

had per caplta equallzed assessed valuatlons averaglng 33 669 00, while such S

valuations for the State as a whole averaged 35,237 00,



Daté feleaSed bybthe'Census'Bureau_last week showed‘that-the aVerage
value of hoﬁes in'Newark,as,#li,OO0.00,_while:in all of Essex County,v
fincluding Newafk, the average value was $185400.00.' Newark had more hdmes
in the $12,500.00 f& $l$,000,00 ﬁracket while'iﬁ Essex County as a who1é
ﬁofe were in the‘ﬁzo,ooo.oo to $25,000,00 bracket. Aggravating this pmoblgﬁ-
is the fact‘thét‘thebtax base of the major cities has remained virtually
static in the paét deqade juét as tﬁere'has been a sﬁbstantial incréase in'_

the rest of the State. Yet influences beyond the control of the city

governments have forced a constant expansion of city services., The inevitable

reéult has beenvaﬁtax ratefapprcachiﬁg‘,cbnfiscatory proportions.,

I;t must'béﬁréCOgniZCd ﬁhat, in spite of their‘lovaervcapita tax
base?_the §entral citieslgre,obligatgd to. furnish expensive_serviccé which
: afevrelatively insignificant in the éuburbs, I refer to general health
‘services, where the fifteen largest cities in 1960 paid 50.9% of all
municipﬁi health costs in the Stqte; to general relief, where the proportion
was 60.5%, and to'héspitals, where the fifteen cities paid 96.9% of all such
municipal‘cdsts. 'In addiﬁion, in the cehtral cities the costs imposed by -
'traffic cangesticn are far greéter,‘ Here I'refer‘td the reed for wider end -
ﬁore exﬁensitely consﬁfucﬁed streets, street lighting and cleéning? parking,
andla major function 4m_traffip contrélg Finally, urban renewal, the main
hOpe_for the:survival Qf_thé,core cities, imposés heavy‘coSts whiéh fewb,
suburbgn municipglitiea must fégeo,'lnvsummary, the fiftecen 1arge$tvcities

in New Jersey with 28% of the State's population pay 41.6% of the total

cost of muni¢ipal operaticns but have oﬁly 1999% of fho‘state‘s valuations
-with which to sﬁppért this 1arge‘populafion and expeﬁsive service load,

The dépéhdcnée on properiy taxec has produced a viciocus cycle in
our major cities,
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High taxes have dlscouraged bu51ness and 1ndustr1al expan51on and have been
a factor'ln the movement of 1ndustry to the suburbs,L Thls has badly ”:1

1mpa1red the 01ty 5 tax base, whlle not redu01ng 01ty serv1ces 1n the-fw 5

'sllghtest.: Thus, taxes are forced even’ higher on 1ndustry that remalns,};fihﬂf‘;

'pla01ng more obstacles 1n the path of bu51ness and 1ndustr1al growth..‘Z ;t

Another result of the predominant nature of the property tax 1n ;,

the munlcipal revenue structure is excess1ve and unnatural competitlon for .

1ndustr1al ratables.h Everythlng else belng equal, 1ndustry naturally

: grav1tates to tax havens llke Teterboro, thus aggravatlng the problem for

the other mun1c1pa11t1es of the State,u:, R

Another reason for hlgh munlclpal costs 1n central 01t1es is the -q:f,; h;ﬁ

services theyvmust furnlsh to hundred-of thousands of suburbanites who llve

~'and pay property taxes in suburban towns but who make use of central clty

.fa0111t1es and services,‘ In Newark aione at least 150 OOO pe0p1e commute

to work every day, but the city can obtaln revenue only from those who own, »

‘property w1th1n the clty. In addltion, the central c1ty 1s expected to'u

yprov1de employment, culture and hlgher educatlon for the beneflt of 1ts

\whole metropolltan area.l.

The greatest problem fa01ng New Jersey s central cltles 1svb11ght,;
ngh prOperty taxes are partly responsible for the physical deterloratlon of
a community. Homeowners faced wlth burdensome taxes are. less able to afford

to make adequate repalrs and 1mprovements to thelr homes. Even'those*whol}; .

can afford to do so are reluctant because of the fear that increased .

assessments and taxes w111 follow these 1mprovements._ Tc meet the tax burden,»;u

many convert thelr homes to tenements and roomlng-houses,'wlth an obv1ous .:g”

bllghtlng effect as well as an 1ncreased demand for mun1c1pal serv1ces.; L




Finally, high taxes depress property values. Thexsaleiprices 5facentra1.city'ﬁb

v -

‘buildings decline when taxes rise above an economic 1eve1, since the buyer ‘

‘tends to capitalize excess taxes and to make allowance for them in the price jp

he 1s'willing to»pay, Urban renewal, the only way to stem this blight, is : p

badly handicapped by heavy property taxes. Redevelopers are discouraged,
and although tax certainty programs such as the Fox-Lance Act are of great7
help they are palliativee rather than cures.»v ,”

Why should the plight of our maaor cities be of concern to the

‘State as a whole? Of course one answer is that like any organism, a state is o

'no better off than the sum of all of its partso g More specifically, most of .

New Jersey s eoonomic, social, educational and cultural activities are

State's revenue. But of equal concern is that counterpart of central city

_decline, urban Sprawl Here there is governmental and private inefficiency =

,1n the extreme., There 1s duplication of public and private facilities,

“uneconomic distances for furnishing services, especially utilities, and

timmense transportation costs, both in highways and 1n mass trans;t facilities.v

Noxr - should we forget the time lost by workers 1n commuting great distances. e

_One tangible and costly result of urban sprawl is the Green Acres program._'
1 wonder how much Of this 360 OOO 000° Program would have been necessary had
‘it not been for the 1oss of open spaces due to urban sprawl._ﬂuw_»..‘ R

for great industrial, commercial and residential develoPments, and at a c::}z

minimum cost in - public 1mprovements; This W1ll not only saVe the maaor

‘cities but will slow down and control suburban sprawl. Therefore, the State .

can make a major oontribution to New Jersey 5. economic growth by participating
in the redevelOpment of our large central cities,:xf A S
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' What must be done to replace thls dependence on the property tax?
It seems apparent that in Governor Hughes New Jersey has a chief executlve

ready to face up to thls problem and to solve 1t 1n the best 1nterests of -

'all c1tlzens of the Statee The very fact that the Comm1551on on State Tax 1,-,

Policy has been rev1ved and given the broadest ass1gnment is 1nd1cat1ve of

rhow serlously the questlon of new revenue sources is being taken. Certalnly

the primary purpose of tax rev151on must be to promote economic growth and '

development. However, in my presentation, I would like to empha51ze that for’

" the magor cmties the question of what new form of revenue 1s adOpted is not

as 1mportant as how it will be used.rl

, This'is our concern -- where will new tax-revenues goQ First we
will have to. recognize that ~some. proportlon w1ll go to state—admlnistered

services. For the balance, we believe that not only educatlon, but also the_‘_

health, welfare,»highway, trafflc_andiurban renewal functions_administered ‘

by municipalities and counties should benefit;from‘increased Statei
participation.'

“Even in the field of education, the core cities have special

problems;which they should not have to assume without help. Itiis the‘zi

responsibility of public sChools‘to provide special programs and concentrate

additional attention on those schools that serve underpr1v1leged children.

- The attention being pald recently to chool dropouts uniform teaching

vmethods for all~students{ regardless of thelr capacities, the 5001a1-

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

) training 1nd1cates that polit1cal and educational leaders are beginning to -

realize.that_these problems are hav1ng a serious social and economic‘effect

all over the country.
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MR ALEXANDER° Thank you Mrse;deVrleso' Before'~
'ﬁyeu leave would you walt and see if any of us'have questlons?.
. MRS deVRIES. Yes 'surely,ﬂ;zii57', R |
“MR, ALEXANDER° May 1 repeat that lack of questlons‘
on the part of the Comm1831on or the Adv1sory Commlttee
doesn't necessarlly mean that they agree or dlsagree merely, |
'hI thlnk that they understand what you sald |
| MRS. deVRIES° ‘Thank you. _ \ _
bhts MR ALEXANDER°1 That goes fhr ailﬂthe'witﬁesses;‘
Could I ask a couple of clarlfylng questlens howeverof.
- When you say New Jersey is second from the 1swest
':among all 50 states 1n support of publlc hlgher educatlon is -
:'that on a per caplta or per pupll or what bas1s? |
MRS deVRIES° That 1s on per caplta of the number
'~of students ‘that we “have.in publlc hlgher educatlono 7
." MR ALEXANDER°' And what is the source of the 7;*1,f a
:'statement that the $40 mllllon bond 1ssue for I and A is now o
hdeclared 1nadequate by $40 mllllono I am sorryo‘_Irmlssedvv
that. _ | , s
| . MRS deVRIES: i theughtuthat was.from'Cemmissionerv""
Tramburg; I w1ll have to ask one. of my experts° Do,youvhappes
to know the source of that’ d » | ,.
| _' MRS FRANCIS HOPKINS°' The Department of Instltutlons
and Agencles asked“ls the Governor s Budget Message for o
;uu separate 1tems totalllng $h0 mllllon of needed 1ong=range
wcapltal constructlon°, | f - , 7
| MR, ALEXANDER° In Whieh they asked:for.appropriations o

- this year?
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MRS. HOPKINS ‘fesﬁ_andewereﬁotgrantedv,cf&coursepj

MR, ALEXANDER= B _Are j,fthere »_rbthe‘r“' que_sfipng : é_f Mrs.
devries? T e e
| ‘vuMRv'TobLANQ 'I ha&e one;’ 1. plck up the same 1dea
- that- Mr,rAlexander has spoken about namelyv,the statement
‘that New Jersey is. second from the bottom in contrlbutlons_a,_af'
by thevState to the educatlonal,system, Whlle that may be -
'literaily'true,fdoesnft that1Statemeﬁt,createyasfalse impression
in’that»the real test of'education is hcw mﬁch-is.actually ffv
.spent per pupll 1n the State -regardless of What the source
of the revenue 1s7 RN ‘ R S _

MRS, deVRIES: Well;,my,opinion!bﬁ?that_is;that:'
technicallyuwethave-speﬁt a lct_of’money bn‘education from -
allvsqurcesa‘ Bpt it $eems_tc.me that.if,wevdoﬁnotAhave ~:¢
cémparatively freeieducationifcr_qualified;studeﬁts fsrvhigherf.
educationv we arevpenaliziﬁg.those students‘who_canﬁbt_affcrd,_
| to pay or do not have the sources to pay., Therefore it’seems
cto me.the State has a respon51b111ty in avhlghly urbanlzed state
‘to supply opportunltles of hlgher educatlon for quallfled
students° ,I want to make that amply clearol I am not just -
talklng across the board :But I do feel thatvﬁew'Jersey_hasl

a respon81b111ty to prov1de'oppcrtunities»at mﬁch lower costs

' than we are d01ng now and w1th greater facllltles,v As you. know,,

tmore than 50 per . cent of eur students go outs1de of the State L
for hlgher educatlon and of the people that contlnue thelr.,f5ﬁ
educatlon after they get thelr A B or B.S, degree »only 30

per cent of _that group can be taken care of in New Jersey and -

f 70 per cent have to go out51de for higher educatlon,



1 submit to you that this is a:wicked lossvbecause
what happens is they meet people and girlé:marfy and move to
another state and we have Ioét'them'tQVNé@‘Jefséyo -

MR, TOOLAN: I suppose you thin& the people we.breedﬁ
here we ought to keep hereglis”that’right?'v N

| MRS, deVRIES: 'Well, I think that's a point,

| ‘MR, TOOLAN: ‘Isn't it a facf thiougﬁwso’ we can get
the record straight - not'tﬁat"l'am sﬁggeStinglthat'yoﬁ have
1not-gotjit'8tright‘='thaf if you raiSe’thé question’ﬁflmewv
Jersey's relative position’among:a115the states iﬁlthé Union
that there are only two or three states in the whole Union
-.that spend more'per’pupillthan New Jersey doeé?' »

' MRS.~deVRIES§ ”You mean from local and State
sourcéS"fogether? |

: MR,"TOQLAN: I mean from all sources, I am falking> 
about the amount ;--- To me #he reél.tesf is, régéfdleSS‘Of*the’
source for the mdment:"wa much.do‘you'spend?pér.pupil?":And
by'that’standard we'are about third'from‘thé'tbp{ién“t that so?

MRS, deVRIES: No, we arbebnotl»third"fromtt‘he"‘topa_‘
I am nét'afgﬁing,againsf'the-faét”that‘We are a’Wéaithyﬁéfate;’
we are; :Andj17am ﬁét arguing from the fact that people spend
a lot of'money'gn'éduéationak'The point thatll”am’argUing"
is that.theré isn’hot Sufficientjdpportﬁnity in public
f insfitutions of higher édutation,for”qﬁalifiéd,high'sch@oi’
graduates to attendé not only cbileges‘bf]their Choi¢e5'but'
colleges in New jeréey, énd'théy must go'¢utside of the Stété;
 _3MR,wTO0LAN:5 Can I epitémize your pdéition maybé tﬁis'wayz

The point you are making,”if'I'uﬁderstand‘it9°is'that:regardleés,
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of the amount we are mow spending on education, you think
we should Spend?morevmoney;onAeducatiﬂngfnumbermone;,and9
number two, that_yQu.da;thﬁfeelfthatvadditional;money can
come from real estate taxes == - _
'MRS.  deVRIES: Yes, that's right,

MR, TOOLAN: -- therefore, there must be some other
source to develop this additional money.,

MRS. deVRIES: Thank you. I do. What I am trying
to point out is that I fhink‘f maybe I am one of those people
who give higher priority‘to).educatienal_0ppqrtunity’o I do
think, frankly, we are missing the boat if we don't educate
every single young man and woman to the fullest extent of his
or her ability., I think if it comes from private source§9
this is fine, I am not to the point of thinking the State must
supply everything; definitely not. But I think_we aré
penalizing:oursélves.if we don't give opportunity for qualified
students who cannot pay to have educationo And 1 completely
agree with you on this point of how much we spend.

MR, TOOLAN: Thank you, o

MR, ALEXANDER: May I say one word;uSenatcr Dumont,
before you ask y@ﬁr question, As I understand it, it is with
respect to higher education cpst_@niy you are speaking now.

-~ MRS. deVRIES: That's right. |

MR, ALEXANDER@ You have two real objections: One is
that the tuition is too high in comparison with other:states ét
the publicly=-supported higherwedugatiom<inétitutiqns>and the

other is that the proportion of New.Jersey boys and girls who
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get higher educafion in New Jersey is too low because too
many of them’have’to'be'exported.
| MRS, deVRIES: =~ or they don't have it.,

MR. ALEXANDER: == or they donit have it.
Thefefore, it is a question of increasing the number and
perhaps somewhat decreasing the cost to the pupil or his
family,

MRS..deVRIES:' That'siright;

MR;'ALEXANDER: Senator Dumont.

SENATOR DUMONT: Mrs., deVries, in this statement
I can't find any reference to an argumenf that the'League
always used to make in favor of an income tax, namely, that
you wohld be able to take full advantage of the reciprocity
provisions 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'f, bﬁt New Yofk has,

SENATOR DUMONT: Well, that's what I mean. As a
result of the action of New Yo:k 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 personalAincomeﬂfak;

MRS. deVRIE»Sz-“Yes°

SENATOR DUMONT: Now, secondlyiithis question was

7asked,vI think, of Mrs. HOpkinS by another member of the
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' prproprlatlons Commlttee thls year and I'would llke to ‘v
ask 1t of you°' Suppose thls Gomm1381on on State Tax Policy
.»should dec1de the tax base ought to be broadened and should
dec1de that the better way to do the job, would be by a
'selectlve»sales tax,> ‘What then would be-the pos1tlon of
ethe League of Women Voters of New Jersey7 |
o MRS, deVRIES° We have glven great thought to
that and I mlght p01nt out that we Just had a State Conventlon
' '1ast year atfwhlch this. was thoroughly dlscussed The League
| belleves it has a very strong stand for the equlty of a personal
jlncome,tax aseI‘trled-to brlngvouto’ It is also true though
}that'ﬁe'heﬁe‘aHStfoﬁg,stand,dn'the need for state serGiceé
and we'perhaps'wi11 havexto'find:some rappbrt,between>the7two.
sfandsp- 1 thiﬁk-that-we can'make a>Very strong case., I
”reallze on the surface lt 1s not mi popular case° Buf I
| etrled to 1nd1cate 1f you study it, you can't help but be o
vlmpressed wlth-the:equlty for the 64 per cent fam111es_as
agaiﬁst ﬁhe 36vper'cent and-iﬁreally'feel that if the’time
vaetﬁeiiy comes wheﬁithe climafe_ef publiec @piﬁionbis such
thatffbrebnefreaSOHeor anatherethey haveade@ided énia”sales
tax, then I thlnk the League will have to reassess its stand k
 1n the 11ght @f the beneflts to. be derlved '
MR, ALEXANDER°' ‘Thank you very much, |
MR, TO@LANg You are a pretty good polltlclan too
. are@?t yéu? SR . _ ... . o
vfﬂﬁRSOedeVRIEsc Thank youo v
:. MR;_ALEXAﬁDER:f S@rry9 Mrs° deVrles you are not

;‘Quite;thfdughw Thefefis‘one more question from a member of
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the Advisory Qommittee, Mr. Leuchter, |

MRO LEUCHTER: MrsowdQVries, héwhere in your
oral presentation is theré‘an§ examination of the relative
costs of adminiétering_the éalesvtaxgthé se1e§tive sales tax,
and the-gradﬁated‘personal income_takg .In the League's
wriften presentationvto the Commission is that»information
included or do you have such information at your disposal?

i MRS,;deVRIESz Yes; we do; Buf I think i should
ppiﬁt @ﬁt at this tiﬁe - you know I am the President of the
League and as they sa&;vthe experts get torknpw more and.m@re
about less and less; and presidenfs get’tévknoﬁ less and less
about more and more., So since I héve‘soﬁe experts hefe9
would you be willing to have one @f.them‘answer that question.
Mrs. Hopkins, | o | | |

MRS, ﬁOPKINS: Mr. Leuchter, we have sent to each
member of the Commission and I believe\in’the.mail at the
present time»tﬁere is a copy for eaeh'mémber of the Committee
of all our basié materiéiso We have a booklet which we have
issued on this and in which this subject is discussed and
various othef materials. May I say on this particular
point that studies are not very clear on céstsvofba&ministration
of éither éf these taxes for the reason that mény states
do not separate @ﬁt their'one_tax from their whole tax
structure dn cost of administfation so that the statistiésb
are not terribly clear. From what wevhavevbeen able to
- discover, the two taxes are quite-ccmpafabie in their e@st‘

and I would say that, if anything5>the ineqme_téx for a

similar yield may be slightly less expensive as far as you
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can Judge from the llterature I have been able to seeozjipgv'

, MR LEUCHTER° May I carry on a llttle more_;!igp
colloquy Wlth Mrsa deVrles7 o |
| MR, ALEXANDER° You may; e

"MR;;LEUCHTERz on the subJect of your statement
concernlng the stablllzlng of property taxes the.League in |
thls statement 1s not only talklng about the relatlve merlts;'p
‘of the two forms of~broad base taxes but also 1s g01ng 1ntos.;'
some reasons for addltlonal spendlng of publlc funds° (I{,_
wculd llke tp dlscuss w1th you the questlon of the stabllltyhs
of property taxes 1n the event that we, ”we“ meanlng the State
‘should adopt.a broad ‘base taxd; Do the League studles take '
into con51deratlon the growth rate of expendltures from 0
hyear to year and us1ng Jjust the present 1ncrease of expendlturesyh
can you,estlmate forhus howclong~property@taxes~wou1d~remaln'
stable and then go from there 1nto - »h N | |
o MRS deVRIESO- No9 1 mlght as well tell you rlght

at the beglnnlng I deflnltely cannoto‘ One of the thlngs
| that the League of Wbmen Voters is 1nterested in on the State E
ltlevel 1s reg10nal plannlng and the State Gommlttee on
VReglonal Plannlng is at thls very moment trylng to dec1de
- on what is a,reglon and how many‘factors must.beatakenplnto |
considetation.fuf the erderiy~development*0f a'regiOn; We;‘l
"’ftalked about land use and the 1mm1grat1@n of popu‘latlon° It
seems" to me that we can flnd ten authorltles that have ten‘
:dlffetentaoplnlonS'on.thls subJecto _SQ,I»could;not glve,yqu
. an answer on that sub:ject° , | | o . | |

MR LEUCHTERoI The reason I ask Mro Ghairmang;.a‘.
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pefhapskl‘haven’t asked it cleafly‘éfif‘isxhof'the League's
centeﬁfion is'itf fhat'the imﬁésifionjefeefbroed‘base tax
- will keep prsperty taxes stable? | | 7

MRS, deVRIES: The League s contentlon is that

' it wsﬁld»nsf'rédﬁce §rsperty taxes. I think that there is
no one in this room ‘that wouldn”t agree w1th that. _It
.wsuld not reduce them, What we are hoplng is that it would
hold the llne by tax1ng sources - well such as stocks and
:bsnds that are'nstitaxed at'the present time;'spreading’the
,bﬁrden”swayefrom the propertYZQWHervongto other ssurees of
' 1héeme eh&“iﬁ*fhetewa&*fheHCOSts'éf all of government_would1
be shared by all of the peopleo‘ADoes fhatvsnswer yburi
questlon Mr, Leuchter7 _ - 7' R v

R, LEUGHTERQ 1In other words, at whatever level of
‘sﬁending there is, 1t'would'be'msre'eqﬁitsble that way |
'regardless of What pslnt property taxes are?" ‘

_ o »MRS, deVRIES° Well we thlnk -1+) and I an%melpate
‘quife:ffanklj thstlfhe'@ostsW111 gs upo‘ I thlnk in a grsw1ng:e
 economy they d@; T think your ’Sta‘te 'budget will have to go
"up as you have a msre urbanlzed state and as more people move
_1n they demand more services from the stateob I think it
‘wsuld be tstally unreallstlee‘tsvassume that the line wsuld;;
~be held on the property tax 1eve1 or that 1t would be
redueed What I am trylng to say is. that the 1ncrease shouldb
.hoé be_bsrne by the;prsperty tax owner»alone‘whlch I think
it is:tofa Very great.exteﬁt‘fighfiﬁsw; I am sure that the
reason 68'budgets“were turned,dswn'this Yeafvis not because

pesple'are nstfin‘favsf,sf edﬁsstisn, But it is because they
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'Slmply wnat to say’"no" to more taxes on thelr propertyoi-
» v. | MR ALEXANDER° Are there any other questlons of-
2Mrso‘&eVr1es? (No response ) Thank you very much
MRS deVR‘IES° Thank you very much., |
MR, ALEXANDER% The next Wltness w111 be the.
Vrepresentatlve of the New Jersey nghway Users Conferencegs_
Mr, Gaffney W111 you - step forward W111 you 1dent1fy yourself
please. | |
 WILLIAM J. GAFFNEY: Mr. Chairman, members of
'tthetdoﬁmission and memberstofxthe Adtisory Gommittee: My hame“
is Wllllam J. Gaffney of Trenton representlng the New Jersey
Vnghway Users Conference in my capaclty as SecretaryaTreasurer
of that organlzatlonO' The hlghway users of New Jersey have N
sa v1tal 1nterest in your study of the state s tax str‘ucture9
for,thls year they w1ll contr;bute.more than‘h7wpervcent of
rthe state s tax revenuesov The NewvJersey*Highway:Users  |
g Conference belleves that the beneflts to be derlved from
‘thls study transcend those of prev1ous undertaklngs of the
_tTax Pollcy Comm1831on whlch have contributed so much to. the
Aunderstandlng of the state's flscal problems°
»Atﬂ Before I address myself to the maln theme of my

R statement I should llke to mentlon two facts whlch I hope
'thls Comm1ss1on w111 cons1der in 1ts dellberatlonso_ Flrst
'_only one other state in the Unlted States depends upon the
’motorlng publlc for a. larger percentage of its state tax’
:_revenues than New Jersey doeso_ Second desplte the heavy
bvburden placed upon the motorlst he has been short=changed 1n :

"hls return for hls tax dollar°
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Although there have been individuals callihg 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 determinevthe State's‘revenae needs and the proper sources
for those revenues. 1f this ConmiSSion 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’sojcalled “broad base" taxes in the tax structure. Within.our»own organiza-
tion there are'sone who-favor'a geﬁeralVretailssalesltax'and there are others
who prefer a personal income tax. However, regardless of preference, they are
in accord that a new broad base tax is necessary.“

The New Jersey ‘Highway Users Conference will support a broad-basevtax,
whichever form it may take, 1f the proceeds are used to relieve certain fiscal
inequities which now exist, It is one»of ‘these inequities, the'diversion-of o
highway user taxes in New Jersey, to which 1 should like to turn at this time.

: I would like to point out. to the members of the Commission that,
although~1,shall keep the statistics in‘my statement_atxa’minimum,tabnlationsuv
have been appended'tO»my‘statément'which give in detail the-highwayKQSer taxes i
and expenditures for highways end highway related functions in New Jersey during
the twelve years ending June 30 1962._ |

| When New Jersey‘first imposed the gasoline'tax in11927;.the ect‘specified
that the revenue from the tax was "to be used for the construction of roads and
bbridges in the state highway system" (Paragraph 8, Chapter 334 P. L. 1927). It
is interesting to note that this language remains to the present time (N. J, S,
54 39-75) For a few years the proceeds of the tax were used for highway purposes.
However, beginning in the early 1930's highway user taxes have been treated as a
revenue bonanza to financevevery conceivable state function._ |

In the twelve fiscal years 1951-1962, 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. lhus;
$641 million will have been diverted tovpurposes other than highways,‘To4illus~
trate the‘magnitude'of this diversion, it amounts‘to almosr twice as mmch-as the
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,$347 million of‘state funds spent.on highway 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 hlghway program is far behind schedule?
The inequity of the diversion of highway user taxes mey be demonstrated
by saying that the motorist pays one dollar for sixty cents worth of highways.v
To add insult to’ 1njury, 1f the motorist wishes to drive on the state s only first-
class modern highways, he must pay a toll yet the $641 million of highway user
i'taxes diverted during” the twelve year period would have constructed both the New
Jersey Turnpike and,the‘Garden.State Parkwayywithout having touresort:to bond
financinglﬁﬂ’. | | | o |
It is estimated that the average cost of a four-lane limited-access :
divided highway today is approximately $1 million per mile. Diversion of highway
user_taxes.has deprived the NeW‘Jersey motorist of 641.miles 0fathese super-highways,
In view of the fact that the entire primary state highway system contains only |
1, 850 miles, the consequences of this diver31on are quite obvious. o
: In additioq to_the’eifeet;of diversion-onythe,state highwaydsystem, one
seriousvreSultihas been‘the'lack'ofﬂtunds’available»for-aid.to:counties,and_munic-
ipalities. This is evidéni in the fact that during the ‘195’1-1.9}52 period, highway
kuser'revenueslincreased morerthan;155.per;eentgibutlaid to counties'andfmunieibalie'
ties increased only a little more than 7 per cent.kj | |
' There is -an old saying, which has become heckneyed thrOugh use, that in»
New Jersey, if. a person does not drink, smoke, own an automobile, play the horses ‘or lv
rdie, he paYS»nouatate-texes., The. saying may not ‘be entirely true, but it a person ;fff
in NewzJersey does,notlown;an automobile, his'statebtaxes’can‘be slsshed almost»
in half (4”’). | -",“" ' oL S . i :
T am certain.that you gentlemenvremember when the people of New Jersey
vboasted that they had the best highways in the world. Unfortunately, they can do
50 nojlonger. It is claimed that highway costs in New Jersey cannot be equated
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b bleiand'desirablertO'allocate'reVenues*to‘certsinv

with those of other states because of the problems of‘engineering and construction
in a highly urbanized "corridor" state. However, this is all the more reason why

highway user taxes should be fully utilized for highway purposes.

We must face the facts of life.: We are living in an era of ”automobility "

and no. amount of ‘mass. transit or any other form of transportstion is going to sup-
plant the motor vehicle es the primary means of transportation for the majority |
of peOple ot New Jersey or of the United States. The'entire economy is affected
adversely by poor highways.‘ it is impossible to estimate what the economic‘ |
_consequences of diversion have been, but they have been substantial,; Therefore,-
to remove the’ inequity of taxing the motorist for roads which he can never use

‘and- to,provide impetus to economic growth invthe state through a better highway
'fsystem, the New Jersey Highway Users Conference supports the principle of a broed—
base tax for New Jersey. - u B | |

There is little doubt that the enectmentvof;anycnew_hroad-hasertax, fith

its promise of substantial revenue, wrll bring forth pleas for new and increased
spending programs of every conceivable sort.' However, we believe it to be incumbent
upon the Governor and the Legislature to use the proceeds of any new tax program in
those areasvof the greates;importance to the state as‘a-whole.; We believe that
hose which deserve top priority are education and highways, both of which are
vital to the future of the state. Despite the constitutional requirement that all

fmonies be disbursed from one general state fund we believe that it is both possi-’

;nctions through legislative

‘action. This 1is done at present by the state school aid formula.- In other words,.~
with the passage of any ‘new tax program, there should be companion legislation .
enacted to direct the use of a major portion of the state 8 revenues into the t0p
priority areas of government., This does not violate either the letter or the

spirit of the constitutional restriction6
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ilin The New derseviﬂighway Users Conferente does not ask that any.of thevn
“‘revenueslfrom a broad base tax be allocated to highways. What we do wish to see
is the use of highway user taxes for highway purposes. Not only will this provide 3
the means for more and better highways, but it will provide for proper highway :

'planning,i The'State Highway Department w111 be able to plan a sufficient number ofi ‘

years ingadvabx ;“y being able to anticipate probable available funds.ﬁ In addition;';;
lwe believe that the use of all highway user funds for - highway purposes should
include a prOper level of distribution to the counties and municipalities in
order that they will be able to provide a system of good secondary roads.‘:‘»
R 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;such a,tax in‘New Jersey., The state can afford good highways.

It cannot afford poor ones.. .

In pa331ng, I would Just like to p01nt out‘to the Comm1381on
that most of the papers throughout theState on last Monday carried o
headllnes on the flrst page of the terriflc trafflc Jams and some .
’have even carrled editorials.' N
'?S“ gentlemen w1th those few remarks I outllned to;y0u,'
the p081t10n of the New Jersey nghway Users Conference andtl'h*
.hope you w1ll glve 1t your serlous favorable cons1deration ‘fThAﬁtgfdf
you (Exhiblts annexed to Mr. Gaffney s statement appear 1n the Appendirh
; | S Volume IV
| MR ALEXANDER- Thank you Mr. Gaffney«; Are there any
. questlons of Mr Gaffney’ . | : S e ‘l i,. -
| : Well I would 11ke to trespass‘upon your’good nature to
,ask vou one questlon.» l thlnk that you feel 1n general those who

.pay taxes should get the benefits from the taxes.;’

MR GAFFNEY-’ That s correct i'”
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MR ALEXANDER Well I am an 1nveterate 01garette
smoker and I would 11ke to know what you thlnk I can do
for myself? (Laughter ) v

| R, GAFFNEY° Mr, Chalrman »1n‘aﬁsﬁér to that
questlon I can“t agree that 01garettes as a commodlty can

‘ever be compared-ln importance wlth‘gasollne as a commod;ty

and we believe that the gasoline tax is a benefit use tax

':and the benefit is measured by the extent of the use énd'the ’

COstJof'the béhefit is 1ikéwise measured’by the extent of the
use, I don't kn@w whether I answered you satlsfactorlly,
Mre Alexa.nder° |

MR, ALEXANDER:.:You did. You have anéwéredvit
very well - so well I am not géiﬁgft@ ask yeu‘abOﬁt’the
'inheriténce tax, (Laughter ) |

Thank ybu very much, Mro Gaffney° v

MR, LEUCHTER Mro_Chalrman may I ask Mro Gaffney
a qﬁestlon? , | j | }} | |
| : MR ALEXANDERz I beg your éérd@ﬁé ﬁro Gaffne?°
_ There 1s a questlﬁn, ‘ : : . ;;  o _ ,

‘ . MR, LEUGHTER ‘ Mr, G‘raffney’9 you séy 1n the eleven
years from 1951 to 1962 appr@x1mate1y $1. 6 hllllan w111 |
have been pald t@ the Sﬁate in hlghway user taxeso 'Do you '
Vhave any flgures sh0w1ng how mnch of thls $1 6 bllllon was
',pald by motor vehicles owners owners of aut@s or trucks |
in the State of New Jersey and h@w much of that came from
out of state owners? o N ‘ o

MR, GAFFNEY° There afe'ﬁo such figures sir‘ bﬁtv*

it is estlmated by ‘the U S. Bureau of Publlc Roads that
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s commerc1al transportatlon as such as compared to the prlvate

car owner = commer01a1 transportatlon contrlbutes approx1mate1y
,onewthlrd of the total hlghway use tax in the Natlon and it

ils natural for us to assumeglf that 1s the case on a natlonal
bas;s 1t probably prevalls in New Jersey,‘: v _;

o MR, LEUCHTER We have no 1deé of the relatlve
éﬁdunts spent by:New“Jersey'r381dents'and buS1nessmen as
 ¢§nfrasted toibutmofésfatg_mofor thiéle owneré‘iﬁ:Néw JérséY? c
| ;fMR;'GAFFNEY:' No.figufés;Wefevevér made available,
. But éarly:in_Govérnor Drisco11*s administrafioﬁ;_he directed.‘
the MétorrFuel:Téx Dépaftﬁént?ggn.cdmmerciél'vehicles only
xnbw; to détermiﬁéthéf petéenfage of>them using highways,in’
v:New Jersey‘bbﬁght'their gasoline Eéfe;‘ That is so long ago
that‘IVdon“t'thinkvthét_I.caﬁ remember éxact1y.fhe figuresg‘:
butvthey’ﬁere amazingonﬁlnfothér,Wérés; they stopped every
:outaofmState tfuck and the quéétions7they askedeereé How
often do you éémé to‘Neerérséy7‘ And they were questioned

in four 1mp0rtant points 1n New Jersey° Number 1, at New o
Brunswick there between-the two,c1rc1esviﬁ those déysg at-

| Phillipsburg and at the old brldge down in Salem Gountg;
‘They asked how often dld they come to New Jersey, when

they come, do they buy gasollne;‘how much do they buy; how
many mlles do they trave17 Frém'the‘étatiStics‘that théy"
were able to acqu1re on that survey9 the figures showed that
the out ofustate trucker 1n those days was paylng a very
:'substantlal portlon of the_State nghway user tax collections
in gasollne taxes° | o |

MR, LEUCHTER Thaﬁkymio*



MR GAFFNEY : I would he81tate ‘to quote the flgures
because I don’t remember them exactly.

' MR. ALEXANDER: Dr. Ashby, o o

- DR, ASHBY: Mr. Geffney;_just:a.pbint bf information,

"apparentlyethefe\heé_been no formula to decide how much
money wpu1d~be,diverfed‘in each:budget‘year,to other uses
_ethan,highway purposeép N | : | _: 3 | o
| MR, GAFF&EYie“You;meaﬁ as an:ennual‘thiqg,by the
Appropriations Committee? - |
2 DR, ASHBY:f,YeS4  »‘ | N -
}:MR,‘GAFFNEY:i No,_there never:has_been-a formﬁlaa
' The formula has been, we fake~whatvwe need to balgnee,the
bwager. S
- MR, ALEXANDER:' Thaﬁk you vef§ much., I think
that is the last- questlon," o | |
‘The next witness will be on behalf of the New
Jefsey-Edueatlon,AsspclatlonglDr;-CharleSXB Pierce. _
| ‘DR, CHARLES B. PIERCE°" Thank you Mr,vChalrman,
Members of the Comm1881on° I deem it a real pleasure and
bhonor today to sp@ak in behalf of the 47 ,000 profe831ona1
teaehers in thls state ~and @f thelr concern for the 1 100 000
'chlldren in thelr classrooms,, » |
Let me say at the start that, in generel ‘New Jersey
has good. schoolso Generally speaklng, we have a well tralned
| highly competent core of teachers,_ The offerlngs of our schools
arevbroad and comprehen81ve¢» | |
| iemuef?-however, u@defseere,tﬁe,WOrd’"in genera1.ﬂ
ForvNew JerSey's'educational reputaticn'has been made on‘

averagesa :
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We have some school dlstrlcts overwhelmed w1th problems of enrollments

'pzteacher shortage, and sllm tax resources Desplte their over-s1zed classes, their

double sess1ons, thelr temporary classrooms, thelr emergency teachers, thelr

soarlng tax rates, and thelr defeated school budgets, these dlstrlcts are rldlng
on the reputatlon earned by the state as a whole Many of the c1t1zens 1n
_these dlstricts do not themselves reallze how much their chlldren have lost

,ffor they have been told "New Jersey, 1n general has good schools.

‘Even where schools remaln good programs are malntalned only at con51derable,:

effort by local taxpayers In the past flve years, 1ncreases 1n local property

taxes have averaged more- than $MO mllllon a year ThlS has brought the average

full value school tax rate in the state from $l 23 to $l h7

But averages do not tell the. whole story Whlle almost all dlstrlcts have
had to ralse tax rates to keep up w1th rlslng school costs, some districts

have,faced_astoundlng Jumps._VSome of these,were distrlctshwhmch once were below

the state average;HothersZWere_already~well abOVe. Today;‘they have full value

school tax rates far above the»state average'u-Let me-name just a few:,
Egg Harbor am up in flve years from $l 17 to $2 hl

,‘Bergenfleld == up from $1 08 to $1 65

Mt.rHollyys- up fromf$l{é§ to $l;96. ‘
":Pine'Hill'in camden"cbunty ;4 ub‘from $1‘50'£6'$2'36

West Cape May - malntalning a small flve-teacher school - up from‘
$1 20 to $2. 29 .

: Deerfieldvap in Cumberland Co. - better known as the Rosenhayn -
‘ ‘ Carmel area == up from $1. 18 to $2 01.

'-North Caldwell - up from $1 21 to. $2 15.
“dthe Franklinv1lle area in Gloucester Co - up from $l 07 to $2 30

'fLambertv1lle --,one of the hardest hit sections of the state - up f»h
, from$137to$357 : R



iEast Brunsw1ck - up from $l 26 to $2 ll
"f'fShrewsbury Twp in. Mbnmouth County s up from $1. 31 to $2 32 =
‘r;Lincoln Park in Morris County am up from $l 08 to $2 06
- the City of Salem - up from $l 58 to $2 29 :
y*Millstone in. Somerset County S up from $1. 62 to $2 6h
‘the Andover district 1n Sussex e up from $1. 66 to $2 61 -
 Clark Twp “in Unlon County i up from $l 28 to $1 72 |
”:Fand Oxford in warren County - up from $l Sh to $2 28
hr These are but a few, there are many more,'-- districts that in the past
hfive years have had to raise taxes far above the average‘-~ districts that for
ﬁ]all their efforts are often left with programs below average and sometimes even‘v
below normal state standards.~ - | - ‘ b

With the resources available to this state, there is no reason for any

hrfschool district to be hard pressed With the resources available to this state,*

"-many more schools should be truly excellent., With the resources available to

»this state, New Jersey schools should be first in. the nation

Hew Jersey stands seventh among the 50 states in per capita personal inccme f_

In general, earnings are high and well above the national average.'

: New Jersey ranss ‘sixth. in effective buying income per household 'Five '

,;;;of the nation s top 25 counties in effective-buying income per household are

in New Jersey ' In general, consamer spending 1s high and well above the national

average.‘;;
prosperous states in the nation ) ‘ _

‘ Yet, New Jersey taxes are not high The state ranks 3lst with the average ‘
»taxpayer contributing in 1960 only $262 75 to the general revenue of his state
‘and local governments._ As ) pertentage of personal income, this was only 7 .8%.
7In only seven other states, did taxpayers pay a lower percentage of their

‘,earnings in”state.and local,taxes._-
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_ New Jersey s problem - the question for this Comm1351on - 1s "How should}iv

.Jthat taxpayer pay his taxes°"‘ In terms of education, how can he best pay his

taxes 80 that New Jersey schools are not merely good in general" but good L
everywhereV" :"' | |
In eight years, school enrollments have Jumped by more than ho percent

up by 332 h07 to 1, lOO OOO Predictions p01nt to l 250 OOO pupils by 1965 andf'

1 hso ooo by 1970

But these increases in enrollments have not been felt in all dlstricts.} .fﬂ

vSuburbs have grown far more rapidly than rural areas or. 01t1es. 'v

' This year some - 59 2&3 pupils go to school on: half sessions.: Less.than~full-.

.iday schooling is the rule for more than one out of ten students?in7Middlesex,‘f‘

'Monmouth and Ocean counties.

This year some h8 157 pupils are in sub-standard classrooms, 1Basements,»

’cafeterias, churches, and firehouses are the rule for more than one out of ten ',’:

‘fstudents in Cape May, CUMberland Gloucester and Ocean counties,”'

New Jersey schools need about 7 500 new teachers every year. Our public'i’”

and private colleges supplied only 2 500 last year. Despite recent gains in ”;d

_salaries, teachers have still to see the great gains in earning power that have o
,come since World war II to production workers and especially to other professions.

»Overall salary levels are still not adequate to attract either qualified

persons from neighboring states or those who have left our classrooms for other

: occupations. The result is 6 612 teachers w1th sub-standard certificates.

.These are persons who have had no on-the-Job training, who lack enough backgroundj5>

courses for the subjects they will teach, who have little knowledge of how

children develop and learn, or who sometimes do not even have a college degree ;7

'}The teacher shortage is most severe in Burlington, Gloucester, Hunterdon, ?

Monmouth Ocean, Salem, and warren counties, where more than one out of every

”_five teachers has a sub-standard certificate.._‘7'



we believe that New Jersey not only has the resources to cope with such

- ‘problems but through 1ts basic formulas for state school aid has the means for

ass1sting school districts By 1ncrea51ng those formulas many problem 51tuations

_can be alleviated.; Continued failure to 1ncrease state support will almost L

‘certainly cuase conditions to grow worse

If no increase inrstate aid 1s forthcoming, we can expect to see the formula
’ increase due to- higher pupil enrollments bring only $33 million more 1n direct
’ aid to ‘local districts in the l963-6h school year than was received in 1956-57
tHowever, as things now stand no state help is coming to meet 1ncreased costs.i

"Local taxes will have increased by $281 million in that period.jhvi

May I refer you to the charts back here please.

From the 1956-57 school year to the forthcoming l963 Gh school year, we will‘r.

see local taxes pay for a $15O increase in the cost of educating each pupil, -

“while the State increases 1ts aid per pupil by only $3

This in 1tself might not be a serious situation except that local revenues
| are - completely dependent on the local property tax and in turn, on local
'eratables. i |

There are some reallr poor communities in the’state - districts with
,homes widely scattered, 1ow property values, little industry. :

Added to these problem districts are the big cities, where local school

' services tend to’ cost more and are often expected to be greater to cope with :

:,changing populations

Fast-growing suhurban areas find themselves forced to build and operate new

) schools before new ratables can be taxed.

Schools are an essential service in every community Problems may differ ;?'
lbut there are very few communities which do not have school or tax problems of L

.some sort. State aid is an attempt to use the tax resources of the entire state 1

Vto help all communities meet their different school needs.v'
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' .’ﬂCLet me reviewA hemvbriefly.{,_;:_f;:

e

xdf_ about $u50

}if'shoul be raise

,‘cost of education‘

e year

’frcomputing current expense a1d but?

: special districts to build large,

fffremoved._p

Our suggestions for changes are, we believe, already known to the Comm1ss1on

Generalgoperating expenses, the core of any school budget, provide for staff '-:

r.materials, textbooks, and equipment ‘In“l95h when the state aid formula was‘a

‘was $282 01, th':‘

rmula based on a minimum foundation of only $200

to at least $350

Every projectlon 1ndicate ithat thls present cost per pupll w1ll go up stlll

77further 1n thefyears to come we have asked consideration of a flexible

3;foundatlon program Rhode.Island has one, New York State recently adopted one.

'”fThe New York plan eventuallyu alls for the State to pay h9 5% of the average |

Such a formula automatically keeps up w1th school needs

In the:plst*elght years, capltal outlay for schools has averaged $lOO million ::;

a,his is borrowed bond issue money. The total school debt is

"expected to reach $l billion w1th1nha year or two, debt servlce charges have ff

hrgrown phenomenally Applying the same formulaﬁto debt serv1ce and budgeted -

lficapltal outlay as was originally used 1n flxing the present $30 foundation S

would Justlfy an 1ncrease in that bull'png aid formula to $h8 per pupil

Construction of needed classrooms could be further encouraged by a. 51mple iﬂzi

, pychange in the present law.” There is a one-year lag in enrollment figures for-

ltwo—year lag 1n computlng building aid The f-ﬁ

'fdsame previous year 8 enrollments.should be used for both

Regionalization has successfully encouraged the formatlon in New Jersey of S

_fficient, comprehensive high schools in rural

and suburban areas.: A lower local fair shar_jglves a financial 1ncentive which L

hlS needed to ovei ome locali onc n. about s ared costs,

Apportioning the costs in glonal school districts among the constituent

'L;fdistricts has, we"ope, been’examined by the Commission.v Inequities should be B




Of even greater 1mportance, 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 administrationsf”

and separate faculties Both school finances and educational programs in many
_ areas could be improved if incentives were given to complete regionalization
.or consolidation of small school districts 1nto single systemS~ s;" f
Special attention, we hope, has been given to problems of rapidly growing
‘ydistricts ‘ Large scale home-building 1n former rural areas has brought almost
iwholly new school systems with many new buildings and rapid multiplication of
‘faculties and services.‘ Not only does the state aid formula create 8 lag but
S0 do other factors in our property tax and school budgeting procedures Some
'type of emergency aid to assist districts undergoing rapid growth is needed. |
We have talked about the need for teachers and the relation of teacher |
supply to adequate salaries.f There are some districts, which at considerable

local effort have kept salaries at a level where they retain and atiract fully

: prepared personnel. With even less property tax effort however, other districts

' could pay equivalent salaries and maintain quality staffs. These choose to
'economize, keeping teacher salaries low, pleading the resulting shortageﬂas :

' reason for hiring & large percentage of less-than~qualified teachers. Since. one
of the most important purposes of raising state aid is to halt the increase in .
‘emergency teachers we: hope prov1smon can be made for deductions in State aid

in those districts that are not making above average effort but still employ

, emergency certificated personnel .

New Jersey can well be proud of its development of special classes for the -

mentally retarded and physically handicapped,‘ Such programs guarantee every

ychild an opportunity for suitable public education. To keep the same relation- g

ship to the current expense foundation program, aid for atypical pupils should
‘be increased to $3, 500 per class and 1/2 the tuition in excess of $350 |
The program adopted three years ago for socially and emotionally disturbed

pupils promised a broad attack on the problems -of disturbed and delinquent
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:children
be established in only a- few
gbextended throughout the s
.W-efforts encouragea by the pr
H New Jersey was a ploneer
programs need encouragement
,bution;aocOrdiné'to SOmedpro
_local school districts.
Ve ask con81deration of

, spends less per pupil than t

State budget provis:ons, however have allowed superv1sory teams to ,fﬂ‘j'r

countios Not only srould thls serv1ce be
e but furtner 1ncrease should go to support of local i
esent law. f""

in the area of vocational education ; Such county
rated per_pupil formula similar to that used fqr
another'penalty‘provision No district presently

he current $200 foundation program If the founda~ SRS

1t10n is raised to $350 howe

_law to penalize a district which fails to expend that amount

the state average is already
the state to less than $3so

Let me add.a final word

of increased-state school~ai

~ the conditions I have mentioned and asked the Legislature to take action.

. \
now.elghtvyears, not four ye

) serlous o

ver, further prov1s1ons should be written into the'h
At a time when eé
$h50 it is hard to Justify limitlng any child in 5*'
about timingi Four years after the l95h enactment ;
d the New Jersey Educatlon Assoclation outlined |

It is

ars later The conditions have grown far more

we have always sald - and almost every legislator and state offlcial has -

gl

-agreed - that a broad-based tax is the only means for bringing more state aid

‘
B

to education Ald to school

revised system of broad-base
School budgets are alrea
w1ll see 1n many of them lit

sessions, substandard classr

“i,,fproperty tax rates are already fo ecast

s seems stalled until this Commission recommends a
d taxation.- f‘?"" H} A
dy set for the coming 1962-63 school year. You "

tle prov1sionefor changing current conditlons._

ooms, substandard‘teachers, and higher local

however, by 1nclud1ng them in’ the state a1d distrl- ;jl“
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By November, we w111 be at Work on our budgets
for the follow1ng year9 1963 64, These must be ~adopted by
Uboards of educatlon 1n m1d»w1nter and submltted for approval
by. Februaryoz we cannot urge toe strengly the need for an
early rep@rt from thls Comm1381onai ‘ v |
| 7 The educatlon of more than a mllllon puplls mnst e
goeonp But your dec131on can tell how and when 1mprovement
in their educatlon will take placeﬁ Thank you very much
| | : MR ALEXANDER°? Thank you‘ Mr, Plerceo I wonderv
> 1f I mlght ask you. one questlon flrst myself There are
' aﬂnumbervofesuggest;onSvhere such as 1ncrea31ng the foundatlon
.pfogram’frém $é06 t6,$350 Do you have now, or if you don't
could you furnlsh us later w1th your estlmate of the cost |
| to. the state of each of these recommendatlensg preferrably.
not only fer the current 31tuatlon, but yen have prOJected
enrollments? Also we would llke to have your estlmate of o
.;;the cost of these dlfferent 1tems, | . ‘ _ _ | |
' MR PIERCE° I am sure ouf.research departmente
»Wlll be glad to take care of that f@r V@u, »
o B MR ALEXANDER° Are there any other questlons “, 7 -
Jthat the Comm1831@n or the Commlttee w1sh to ask? -
- Thank you &ery much _ y ‘” = | »
The next Wltness w111 be the Pre31dent of the Essex
County Teachers Federal Unlon Mro Paul Lovenebl , |
| PAUL.LOVEN°e I am the unsalarled pres1dent of the
Essex Gounty Teachers‘Federal Credlt Unlon,. I want t@
call attentlen ﬁo that word ”credlt“ that was 1eft out of

'.the‘program, We have a small mlnorlty of our members who do
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belengtte einnisns-bnt*most'of our nembers of the'Essex:»
County Teachers Federal Credlt Unlon are not unlon m,em.bers.,i
, We represent all Essex county communltles exeept»
two whlch have thelr own: credlt unlona_
| At ‘our Aprll 18th meetlng of -our dlrectors a.
resolutlon Was passed unanlmously to g0 -on record as not
belng 1n favor of poss1b1e new broad=based taxes and . I

qual;fy thet-by(saylng:thatﬁlwfeel leke a thorn between -

,menyg many-rosesﬂ'looking at;theepfogrem for today, tomorrow

and Friday. We have great nespeet for our StateeEducation

Assoeiatien,vand the many speakers who will discuss that

‘today and in the days to come will clarify-thatﬁpQSition and

allmof;enr direetors‘knsw‘thathwe,must:haye help for the

- students and for the teachers, Otherwise, our credit union

| weuldn"t even be 1n exlstence because of the ‘need of .many .

of our teachers to borrow because they can't get aleng
adequately on thelr present salarlesa

However 1n the dlstant future if new broad=based
taxes should become unavoa.dable9 we resolve that we are in

favor of new small c1ty sales taxes, flrstglandﬁ if that

~ does not_suff;eev,thenze small statewide Sales tax,

‘We see nothing wrong in being one of the few states
in the Natlon requlrlng workers to pay unemployment and dis-

ab111ty 1nsnranceo .There is nothing wrcng,1n~be;ng‘sneiof;u

the states fortunate enough to have a constitution requiring

avbeleneed_ennual,bndget and in not having a statewide.income

wor.a.stateWide:selesstaxai-The_Nation should honor and respect

New Jersey for this,
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Here is an advertisement in this weeks "Business
Week "’APfil"ZiStﬁ ’”Téxeé“'LoWéS%»in f%g Néfidﬁ;’ No sales,
llncome ‘or ‘so-called nuisance taxes ln Nebraska in recent -
years, Nebraska's per caplta taxload has been under $6O
‘the lowest of the 50 states, State government has no bonded

1ndebtednesso Average corporate 1ncome tax 10ad per caplta in

SR

7 surroundlng states is $3. 84 Nebraska has no corporate
1ncqme-tax@“Free lnformatlve 11terature =m”: Then it goes.v
on fo*ééy:i ”Nebraska publlc pewer system = Nebraska” |
Resort Division, “State Capltol Bulldlng, Lincoln) Nebraskao"
New Jersey " should be equally proud of 1ts record
It is. true that property taxes 1n many communltles
have“Just~about-tr1pled 1n“the last 15 years but so have |
incomes doubled“and'tribléd“and”éven}qﬁadfﬁpled 8 Property" ' ’ |
,téﬁéé’mﬁst be EeiddeWﬂ7énd'yet sdméfé6mﬁuﬁi£iéé have not o 3
evéﬁzédliected”pefsoﬁél‘pfopeftﬁ'taXéé;ivI?Qﬁbteifroﬁufhé:'&
Newark News IéétJSuﬁday°w'"Arwavé"ofﬂﬁféfésf‘waﬁtreported
yesterday after re81dents recelved personal property tax:
bllls° It is “the flrst tlme in Gamden s hlstory that thls>
personal property tax has. actually been 1ev1ed altheugh thé
tax has been sanctloned by state law for many yearso":; o
| Some of ‘our old tax laws had better be used .
before thinking up new onesog 7T'f: " ﬂIJ;v;“' R
Néw*ﬂerséy'has‘a'staté“iﬁ¢6me°fax'féfvébﬁﬁﬁié;é.T

which explres December 31, 1970, ItsJ§pns?itﬁtibnéiit§:ié:'

‘not clearo’ New Jersey has had a lawib rm3 ﬁfﬁgméérféiﬁ sales
taxes on cities of the fourth class - resort eltles borderlng

on’ the Atlantic Ceast = for over flfteen yearso’ Atlantlc G&&y’
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~penny, vTo.a nlece or

isls pald foro

has collected thls selected sales tax on the sale of:

’tobaccq alcohol ,aﬂm1S$1antQ mov:g.es9 rental of;rooms, :

etc,

Speaklng of ceast c1t1es remlnds us of another;,;}

_broad based New Jersey taxo_qReeently the,Atlant;ewCoast,;a«
“had a terrlble stormov Long»before.a U" Sc'destre§er eou1d<
"be bndged off our New Jersey sand the New Jersey Leglslature

'acted w1th llghtnlng speed and Iaws Were changed to extend

New Jersey 8 honse rac1ng and to greatly 1ncrease the SR

vlnherltance“tax and the papers‘sa;d_that.lt Was_an all or -

nothlng package revenue deal What could'be more broad based-:

dlthan a greatly 1ncreased 1nher1tance tax7,

Debt and taxes are tws thlngs we can all be sure
of , Do the people of New Jersey know the exemptlons to thls‘
vnew'lnherltance tax? 1 Just trled to get a copy of A 586,

There was no .copy avallable in the room next dooro,_The

,Commerce Clearlng House reports that the exemptlon for a-

brother or a 31ster went out the w1ndow and that rate was

more than doubled from 5 per cent to 11 per cent on the flrst

’e'phew the $l¥99 exemptlon went out

"/completely and the rate went from 8 to 15 per cent on the
Zflrst cent° New Jersey helrs will long remember that storm‘,d -

Vbecause there is nothlng 1n A 586 to end the tax when the storm

New Jersey 8 constltutlen w1se1y prov1ded for threek

| :readlngs in the Assembly and three readlngs in the Senateﬁ,;»"
'but under the overwerked "emergency9“ readlngs can be dlspensed

~w;th And lo and behsld before the publlc knows what it is
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- all about we have a new broad based taxo I‘shouldnft say
a new broad based tax an. added taxo »» E |
' _ “This publlc hearlng today 1s unllke the emergencyg
leglslatlon and thls 1s certalnly what we need open publlcﬂ
vkvhearlngs,v The storm area had already recelved $10 mllllon‘
kffrom the Unlted States of Amerlcan from\all of our tax moneyo'
"There 1s no. ‘cut- off date in’ the 1nher1tance tax and yet
._dthe papers keep telllng us about the one»cent extra c1garette

tax whlch was recently made permanent after n1ne months of

- an extended-one‘year oneacent‘tax, But no one’ complalns ab@ut '

bthe taxes for the 1nher1tance addltlon.
The shore got qulck actlon, Many thousands of our

) older New Jersey teachers and publlc workers who were prom1sed

‘soclal securlty offset beneflts that were later 1ost by ‘super-

‘ sedlng Federal changes have been kept guess1ng for many
}years, They w111 be prov1ded for 1f S 16 becomes la‘w° That.

_'blll of Senator Dumont's 1s another popular b111 a I couldn’t

‘;'fflnd that elther next door among the blllso«

- Now 1t 1s even belng hlnted that new broad based

' 7:taxes whlch ‘were never mentloned ‘when they voted on thls f7%2'
‘h‘lntegratlon have‘been sort'of held out to themo Many'of
f;them have dled off 1n the meantlme and others 11ve on w1th
”;the broken promlses,,gb”f e‘ - RN -

. A new broad base tax should not be used ‘as ‘an o

N excuse or'a red herrlng for broken promlses for pens1ons that
'_can stand on’ thelr own merlt and Whlch were not contlngent ,ii

‘on a broad base tax by the candldates 1n the 1ast electlon

7No mandate was glven for a broad base tax and nelther candldate -
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wasecampaigniﬁg'fbfféﬁe'éﬁ&”%hé“éieefioﬁifééﬁi%ek%efe'ébe
close that the winner wéé&ﬁéf”kﬁéwﬁ'ﬁﬁfiiﬁfﬁe”ﬁeﬁfﬁﬁaf;::

the IOSiné”chﬁ&idééefwinniﬁg'mo§e Ebﬁﬁtieg“éﬁa:fﬁe'wiﬁﬁiﬁéﬁé
candldate winning more large crtles° | i o

A referendum 1s not needed on’ any hew broad base

taxes and it would only be a waste of time anid’ money, The
,moStfreputabieibrganizatibﬁ*has"alreédye&Qne“the.ﬁbpkvfbféﬁé, 
| ,n'éuiely‘,*‘the*Pr:‘in‘eetén?Res‘feafeh ‘Service, é;é-l-le&*%ﬁe New Je'fs'éy'
Poll, In the Newark Star Ledgerof Thursday9 January 22 1959
the following appeared: wThese were the.flndlngs when tralned
:profeééidﬁal’NewvjefSey’ﬁoiISStéff_feper%efs7bﬁtffhé following
Quesﬁionﬁtb?é"érbéé sec%ioﬁ:ofﬁthe78fate‘s”édﬁit”cifizeﬁéz"}
"Suppose ‘the" 1959 New Jersey Leglslature dec1des the State f{
must coliect more tax moneVS“tO'meet-c@stso‘ If the Leglslature
were' ch0031ng between hlgher pr@perty rea1 estate taxes and

a sales tax or ‘a personal income’ tax 'whleh weuld you rather
,see'the’Législature*cheose? ﬂHere’arevfheJresultsﬁf sélesﬁ' 
tax;”SO.per'céﬁt; higher’pfépeftﬁftax5e19:pet'éeﬂfj’iﬁtbme”v
tax,'lGAper”éenté)éaﬁt'ﬁb mdfe'taxeé'ﬁléeperléehfé other
answers L per- cent° no oplnlon 2 per centoﬂ_ So the |
referendum 1s not needed if we can go by this’ poll

v‘ S In the"GLty‘efTWashlﬁgton,‘D;fGQ@TécCord;ng to

the Commerce Clearing House, they have a 2 per cent sales .
. tax, On an income between $5g000‘and:$5;500;fa single =
individual pé&éi$ﬁ8”é Yéar; 'TBe éféﬁé"bf Tewéihéé‘a.z.per»
'3'Ceﬁf9sélés:taxo“fA éing1e5ﬁersonfpayé°$&9He §eéf eﬁd?éfféﬁ{iy
$78. Colorado has"a 2 per ‘cent sales tax° fA éfmgIéfpefé0n:

pays $45 a“fam11y5“$68;
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24 per cent of our total school: budget ~we helieve that‘
'the educatlon of our puplls is belng 1mpa1red and w1ll contlnue
‘to he‘}mpeleed_as long,as_the_dlsproporglonate shere,oﬁ_our,ﬂ
moneys comes from property f-éX’ in the local communities. .
| :_Ihenk.you very much, o h ,': - A
MR, ALEXANDER*v Thank _you very much Mr, Ewart. Are
'there any questlons7 '[No response] | v
ey Next we Wlll hear from.Mr Lawrence Anderson, Superm}gf
1ntendent of Schools of Penns Grove.-h_  .
. LAWRENGE ANDE RSON: I repre‘sente_...--
v dlstrlct 1n southern Jersey 11ke Mr Ewart ~‘3100 studentv
in elght schools and approx1mately 126 teachers,w»~'~
'if_ Our dlstrletfthls last year was reglonallzed from:
'grades klndergarten through twelve., It ls-one of only four,;‘
dlstrlcts in the state that are so. reglonallzed ThlS
reglonallzatlon made it possible for. our school dlstrlct in:
- the next school year to receive somethlng llke $85 000 1n
‘vlncreased state ald However even thoughewe receive
~.$85,000 ln the next year . in. 1ncreased state aid and even though
our taxes ralsed locally are $58 000 less, our tax. rate
}wentjup, Andh;flyoe,dontt thlnk‘thls,was;hard»to;explalnetO"
the vqtets,‘I‘m’sure,youwere;ﬁot_very,familiar;ﬁith‘pohitic&,
and Local,teg_gifuetione, beoa@se it‘WaS;o}BQf-Weodid~explain.
itAtoiﬁhe voters endﬁhinhfec;, thgy‘passed,our budget by a. -
'vote‘ofe%35 to 20. |
The‘fact;is,\hoﬁever, that our disfrict‘is_e_poor~v
district. In back of eech:stﬁdent, 1ike;mr,;Ewart!sm:_,__,
: districf 'we heve only'$14 000 in ratables, contrasted toa
the state average of over $29, 000 and thls increased money -
o 45 A ' |



for us in this particular year provided only a7breathing spell.
We could really not make any baslc 1ﬁprovements 1n our whole
program or even lmprove our salary scale very much compared
to many of the more_welletgndobdlstr;ete in rhe State. In
thisvregard; it is interesting to note that our ﬁuil value
taxvrate iﬁ Peﬁns Grove in 1959 and '60 was 192 as against.
thevstate ayerage ef 147, Today, of'cqurse, i;?s higher than
that. 6ﬁr fetal tax?rate in Penns Grove was 340 in thatvyear
as agalnst the state average of 296, |

We think that for this money in Penns Grove we are
prpvidiﬁg ﬁhat‘ameuﬁte~to a good.minimam program, but I
would emphasize the word "minimum" and even paraphrase it
further and call it ﬁabbarejminimum.program,ﬁ This cost
is low in Penns Grove because we do without many of the
_services and eiements iﬁ our program that we think ought tq__
be there. For example, just let me talk aboet.four ma jor
headings: - | . |

Firet of aii, teachers' salaries, ,Therelhasibeen a
great deal*of talk in New Jersey and other states recently
about the merlt pay ldea, the teachers ought to get what
they deserve, and that the better teachers ought to be pald
more, Everybody would be rn.agreement.wlth this. ‘It is
true, however that whlle there are not many dlstrlcts in
New Jersey that have merlt pay programs within their dlstrlct
it is true that w1th1n the‘state as a whole a @erlt prpgram,
is in,eperatipa‘and, iﬁ fact, the better districts, the ones
‘that pay the biggertsa;aries, tend to get the quality teachers
of the college graduating»claeees; Now, in this regard 1
will just teli you abeutsone‘insrance that happened to me

Lé A



this winter: I-intervieWed a boy from a college in
PennsYlvahiarﬁho was; in my‘opinion 'a'Very fine ootential.”
math teacher, He was co-captaln of hls football team, ‘he

was a student 1eader and in every regard I con51dered hlm |

to be a high- type candldate, He came to our dlstrlct and

_ he was 1mpressed Wlth our schools as he saw them and w1th ‘
the frlendllness of the people ‘but he promptly,went to a
district that could pay him a total Of'ﬁour or five hun&re&xh
_dollars more. In effect,:he went to a district that‘paid“t:.
him a merit salefy.h And so, while we éey'there afevnot:h'

many districts with‘mefit'progrémsfin teachers' saiefy‘ecales,
in effect'within an arearwithin a state:there‘ié’e&ch.é_proéfam
in operation;‘and those‘of'us who must battle for'e bareuhihé']
imum salary. position are in an 1nferlor posltlon when 1t | ”w.
.comes to hlrlng the quallty people that we would llke to hlre
for our schools. . ”

I would just llke to tell you about some of the bare
essentlals and programs that I thlnk and Mr, Mlller our
'Board;Pres1dent,.th1nks are lacklng 1n our partlculap dls-
trict, For instance, in ouf‘elementary‘sohool, avechoolﬂof'
800 students, we have no library fof the'childrehnge"haﬁe
no auditorium room; we’have‘practically none of the Sbeoiai:
facllltles in thls blg bulldlng of 26 rooms and 800 students h
that most of the dlstrlcts in New Jersey would now regard ,
as commonplace - things such as shops and home economlcs'
‘rooms,'spec1al art and music ﬁac1llt1es, and audltorlum aé
I mentioned. Thls, in our partlcular dlstrlct we do w1thout.
You mlght say, why don? t we build an addltlon to thls school |

“or build another one7 As a matter of fact ‘we are now at our
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very debt‘capacity - We’exeeeded’it_with a recent additioh |

to the higﬁ school; we heedvother facilities too, sﬁd with

a true value tax rate What lt ls we are gOLng to flnd lt
extremely hard to remedy thls condltlon and the other shortages
in the program Whlch really are of concern to us.,

1 Would Just llke to say one’ thlng about our hlgb |
school _ Last year we oompleted a’ $580 000 addltlon and M
alteratlon program on thls bulldlng, Next year we will go on
a staggered schedule;v We have over a thousand students for
a bulldlng that we had planned for 900 This will result»ln
severe communlty pressures on us because of what they will
say was poor plannlng on the part of the Board perhaps back
as far as 1956, The fact is that there were many lntanglbles o
that could not be estlmated at that, tlme, and~we flnd oura"
selves now with an overcrowded bmlldlng and with very9 very‘
few tax resources and bulldlng p0331b111t1es to whlch we can
turn. v v

Invefﬁeet; I think that we in' Penns Grcve'and;many:@ffthe
smaller»scﬁool districts of the stete;are.@n a vast treadmill.
We are fidhting every year to keep abreast of the positioﬁv"
that we have been 1n and we have almost no pos3lbllltles B
of treadlng ahead or msklng progress, and in thls age of
speclallzatlon of rockets and other thlngs, and of all the
Aadvanced technology, it doesn't seem to me that sehool |
dlstrlcts should be in the pOSltlon of flghtlng to malntaln
only thst whlch has been aeceptable in the past but that we
should try to prov1de those prugrams for chlldren whlch w111
equip them to meet the needs_sf a reelly modern,vpresenta
day Worid, We don“t'thiﬁkzin Penns”Grore that it's reaiiy“
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p0381b1e for us: to do thls under the present tax 31tuatlon.
In conclu31on I should Just llke to say thlS' I think
,the people in Penns Grove are in back of us, the school
admlnlstrators and the teachers, lncthe orderly conduct of
a ba81c minimum program. However Wlth our debt llmlt sur-'
passed, w1th ‘the 1ncreas1ng cost of educatlon, w1th,the |
state's share becomlng smaller and smaller ‘as the percentage
of the whole each year we flnd ourselves Lo flghtlng to
remaln in the same p031tlon,‘ We need addltlonal help from the
State to correct present def1c1en01ee and - to make some progress.
I would Just llke to quote three other sentences, 1f 1
may, from a llttle paper that the Pres1dent of my Board made
'up, and I thlnk there ls also some addltlonal :Lnformatlon°
| He says,’"I am not one Who belleves that the only measure
' of the effectlveness of a school system is the amount of
1money spent per pupll ‘but I do know that when a dlstrlct
is so contlnually hard pressed for some - money, as we are, o
~ the thlngs that should be done for educatlon s1mply are not
‘hdone.“‘ And thls is a fact - two other sentences.'v"We in
‘Penns Grove can see llttle 11ke11hood that our valuatlon
plcture w1ll ever 1mprove enough to offer any substantlal
_rellef ln dﬂ‘tax s1tuat10n. ‘In fact the reverse is more
llkely to occur, From my geographlcal p031tlon we seem ‘
v.much more llkely to attract reSLdentlal rather than commerc1el
constructlon w1th attendant larger number of chlldren to' o
beducate from property that does not pay its way so far as
educatlonal costs are concerned our only hope of belng
able to do the thlngs educatlonally that we know should beA

done of g1v1ng our boys and glrls an educatlonal opportunlty
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that is_even,as good as the statejaverage is by an increase
in‘state aid; Eersonally, I would like to éee an open=end
formula devised_and'recommeﬁded, one that;wou1d keep pace-
with rising edugational costs rather than one based on the
dollar expenditure per pupil, which Jjust by the nature of
the legislétive process is always obsolete by the time it is
passed,. | | |

Mr., Miller has over;the years been a student of tax
matters, He does have such é'fqrmula.whichihe hés been
cogitating and ponderingxover for scme yean% and if at some
future meeting of the Tax Policy Commission you would wish .
him tb,pfesent this in some ten or fifteen minutes, he would
be happy to do so. | e

Thank you very much9 gentlemen,

MR, }ALEXANDER: I might ask’ before. you go., Mr.,
Anderéony,éould,that_be‘preéentedjto us in‘wriﬁing, or
woﬁld he wish to-pfesent it in person. ‘We.vd be delightéd
to have‘ifor‘ | | |

MR, ANDERSON: Well, I have a copy of his—fprmula”'
but.withbut anvexplanation it would be totally inadequate.
Mr. Miller is here with me today but in a‘short time we
Just couldn't go into his ideas about a flexible programq‘

MR, ALEXANDER: My other question is: Do you know
the.number'of teachers in your system and how many of them
have sub-standard certificates? . |

MR. ANDERSON: .Wé‘have«in our system 126=teachers,'
and of the total I would say that there are probably 15 ﬁo 20
with sub-standard certificates. Some clarification of the

term "sub-standard" is needed, however. Some of these sub-
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standard’certificateShin'our particularbdistrict-— for
instance, one teacher has ‘a permanent elementary teacher's
certlflcate but an emergency art endorsement We-woul@ 4
regardvthat as an emergency endorsement 1n;her“particular
case, I wculd»Say that the_reallemergencieefwculdiperhaps*
be as few as elght to ten. o _ " _w- : : )
,MR,tALEXANDER:» | That 1s,’that teacher is teachlng
art? | | _ | : _
’lMR .ANDERSQN:~”’She is‘teaching;art invthat‘regard.as
an. emergency certlflcatlon whereas ‘her full certlflcatlon
'ls permanent - | v _ ‘y ‘
| »MR,-ALEXANDER°‘ Are there any other questlons of
© Mr. Anderson? [No respcnse) \

The next,crganlzatlcnwtofbevheardrfrcm”is;the‘New -

_JerseyeWinetand‘Spirits.Wholesalers,e A' |

M IfLﬂT,dtN.;lﬁ.l, CO0O0PER: yﬁmr;'Ghairman.andf-‘
members.oflthe‘Ccmmissionb I:am:gdieg,te‘prcbablygpreyide |
a little interlude‘frcmithie;highly'impcrtantaquesticﬁ-of
school aid and refer prlmarlly to a partlcular problem as‘r
it affects a. partlcular 1ndustry,

I represent‘anvlndustry thattﬁotzyery cften gete;anv
opportunlty to be heard but all too. cften seems to be placed
in the p081tlon where lt gets a pretty good shaklng up When.'
lt.ccmee tcvtaxes,.awe have'lnﬂthe past appeared-befere»-”"

- legislative committees and_we’aretyery happy now that I~

‘have the opportunity of appearing“before'a'Ccmmission before;,_"

we have to talk about specific legislation. The reason I'm

here is that it is conceivable that this Gommission may
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come. to a de0151on Wlth reference to the ex18t1ng Chapter 51, 1

‘Laws of 1960 Whlch provmdes for not only personal property d

' ftaxes but spec1f1cally a’ formula for lnventory taxes° |

: We: feel very strongly that the personal property tax

' gbs1tuatlon should be allev1ated and ln all lnstances the R
w_bus1ness 1nventory tax obv1ated In our own partlcular caSe,ﬂ

and. I am only" speaklng about our partlcular case now because .

g I've got a chance to'w we have laldmln cost merchandlse upon

Whlch this personal property - bustness 1nventory tax - 1s-
..lev1ed »that ln:most lnstaneeSArepresents~a~m1n1mum »'and I»

'ifrelterate - a minimum of ‘over 50 per cent ln already pald |

'vfederal taxeso It goeSwas~hlgh-as 60»per»cent=1n some;

'”lrinstances,~ Now thls ls ‘at the wholesale level before any

"

:retall tax has been pald That 1n£llcts a very heavy burden
on us. We are already very heaVlly taxed by ‘the State we"
‘are hlghly regulated We are not complalnlng about it; we c]
are notvcomplalnlngfabout paylng»taxes; we are_not;comedf~f
l'plainingaabOUt-beiﬁg”regdlated,xbut%we-do:feel'welarefg“
,entltled to a falr shake.‘ e | B
I don t feel that the lnventory tax aectlon of Chapter

.51 Laws of 1960 glves us a falr shake.; I am not argulng

| about this for‘the‘flrst'tlmeol As'T satd I have argued before
v;rleglslatlve commlsSLons before and Aasemblyman Matthews ls
tlred of hearlng me. talk about lt probably, but I am g01ng

to- contlnue to talk about lt because Lt’s unfalrov I thlnk

it 1s unfalr for a: State to even attempt to levy an ad valorem
taxnonsa product»whlch is representedwln»1tstlaldwln»cost«~
of over 50 per cent in already pald atate taxes,rrl%
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Now, you-ma& sa&,_”Wéll@ yon.have»a legal problem
‘there. .You‘canvget:relief-in the courts.' . Maybe we can;-
v‘maybe'ne'canﬁt. But I do feel that at leastewe are entitled
toacqnsideration byvthis Commission when it makes its
report, and‘I am sure.it'e going to consider_anq,will,md«?g#ecom-
‘nmendationsﬂv or at leaét‘I feeleit-snould make recommendations
- as to the effectlveness of Chapter 51 of the Laws of - 1960.

| Now, in: addltlon to that, in our partlcular industry -
and this 1s eaey to trace becanse we‘are so hea?ily regulated
we hane]to‘report every ﬁonth at the wholesale level for
every bottie ofiwhieky thatjgoes out. 'Everyvbottle of .
whisky carries a Serialtnumter, and both the federal govern-
ment and<thetstate-government can trace every bottle right:
dqwnsto the conaumer; It is highly probable - rwt.onlycon;=
ceivable;‘but highly;prcbablera that the same inventory tax
can be paid three times, at leaet three times, on the same
bottle;< We don't think that was ever;intended,' We don“t :
think it.was fair, In other words, a distiller, and there
are diétiilers who have_warehonses in New Jerseyrethere are
a lottof distillers who hold»who;esale licenses‘but they
-dcnft,Seil to retailers; they herely have a wholésale license
~for conyenience in;Selling to wholesalers. They can sell
in January to a Wholeealer._ Stili they?il have to report .
that 1nventory, as far as thelr monthly report 1s concerned
under the Laws offl960 That same bottle, ‘then, w1ll have. -
to be reported by the wholesaler whlle he>s got it in the
month of February. If he dellvers 1t in March or after the‘

end of the month to the retaller then the retailer has to
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You've got three taxes

7;:lev1edlon the_r

Now, I wouldn't be here talklng thls Way 1f I was"

iattalklng about peanuts or nonsense, Thls 1s v1ta1 becausehf{ﬁ”r

,d-lt's a threat to our 1ndustry,v Regardless of how P60p1e ;f[if‘

'iﬁ;_thlnk we are a legal lndustry and we pay a great deal °ffﬁfi{§1d~

*i;jtaxes to the State of New Jerseyo‘ In 1959 = I den't havefﬂvw~

"«-the 1960 1961 flgures - thls 1ndustry pald over $5 000 000*?f;]?;g
.lgln taxes to munlclpalltles*fer,llcense fees, and over .

vfi$l7 OOO 000 to. the State and that“s net after the cost ofiii“"“'

hh?ﬂ:operatlng the Aloohollc Beverage Gontrol D1v131on has beenj

fddeducted

The 1ndustry 1s an 1ndustry based on small preflt
very small proflt before taxes,E The operatlng ccsts are
f,”such 1n thls heavy Unlon market that we haver— and we: are ffa7

u?not complalnlng about Unlons we are glad to pay Whatever f'

v':iwe have to pay, and we want to pay 1t --that an- 1nerease 1n

h‘a tax at the wholesale level of $12 000 to $15 OOO per ;;gjj_f,f_f

T;wholesaler Whlch would occur can make the dlfference

”t;}many 1nstances mllllens ef do'lars of volume transacted

b on flgures,presented to us,_#;flvcﬂﬁﬁﬁn

;‘beetween red and black desplte the fact that there are lngjéef‘

. Now, that's hard to belleve° A let of pecple don'tgg;f?

'fﬁ,belleve that, They flgure that 1f you ve got a. b331ness ;}";T~'l

””Lavolves that much money, you ve got te make a blg

‘tproflt. The facts are avallable, we have submltted themx;df;5h'
{ln the past 1n the form of operatlon surveys whlch were

*,1gprepared not by us but 1ndependently by St Louls Unlverslty




: Now;*Wefhave'another=point-whichfhas been raised, and
| we ralse lt because we thlnk lt"s not only a questlon of |
g01ng to courts for rellef 1t's not only a ‘question of

~ paying a tax.under‘protest.. We feel_ln_all;falrness_that

when something is presented to the legislature on the basis’

of its legality, if the legislature feels that it is illegal,

itfshouldnxt’justapass»a law‘aﬁd say,“ﬁwell;tyoﬁive_got;yeur
relief,“ We‘reiy on*theVCOurts.“>iwe don't thiﬁk’that‘s
proper,‘ Thlrty-flve per: cent of our 1nventory is repre-
sented in orlglnal 1mports which comes directly from forelgn
countrles to-lmportersf;n~th;s State and ltsrests,ln'the
warehouses of the importers in this State for the"purpoée of
re-saietto a retailer. .

There happen“te be two cases in this cOuntryte'the*'
Parrott case ln Callfornla and the Morton case whlch was
flnally dec1ded by the w1scon51n Supreme Court in 1961,
'whlch'speclflcally hold that_or;glnal 1mports_of that
natqrewstiltzihethe hands~gf~the”original‘impOrter fef*

.the purpose of reSaletmay"notibefSiject'to’eh'ad valorem

“tax by the State or anyisubndivision thereof, beeausejitiis

in violation of Article I of the United States Comstitution,

which'prohitits the various states from'levying ad valorem
taxes upon lmports. | . o

We have. in thls ‘State a case - the ‘Penny Drug case.
Whlle 1t 1s not on all fours a llquor case, the holdlngs
Jlbe Wlth theillquor casesg- ‘We are g01ng to contest any
taxatlon on orlglnal lmports Just as soon as we have the

problem. we can't go to the courts on a moot questlon,' a
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ytand we now have a delay untll January l 1964 - the o
‘v"effectlveness of Chapter 51 of the Laws of 1960 ﬁg;_‘

. brlng lt up at thls tlme because 1t 1s somethlng else that

:.we offer,; You may say. 1t 1s - and 1t 1s - of speclal |
s’lnterest to our group, but we feel that 1t 1s v1ta1 and we f];

}feel that we are entltled to cons1deratlon because we are ‘

. such ‘a heav1ly-taxed 1ndustry and We are so hlghly regulated
Now, 1 haven't prepared any memorandao. I 1mag1ne that the

' members of the Comm1ss1on Wlll probably recelve some wrltten
hgdata from 1nd1v1dual members of our group Whlch w1ll relate
”ﬂand tell the story,_ I would llke when the tlme comes, 1f_:"

‘-the Commlss10n feels that 1t may have to con31der recommendlng

“,a contlnuance and no further postponement after January 1g

‘1964 of Chapter 51 of the Laws of 1960 to have the oppor-.h o
ltunlty to s1t down and become even ‘more. spe01f1c because -
r:the story 1s a very graphlc one when you look at prlces and-i,*
f}hYou look at taxes.‘_ o ' ‘ -

Under the 1nventory sectlon of Chapter Sl every

";vbus1nessman - and I ‘am sure there are many other bu81nesses :

*1n the same pos1tlon we are 1n and undoubtedly they w1ll
;eralse thelr obgectlons'- must report on a form whlch 1s set .
‘fhup by the State to the local assessors hls lnventory over.;:

ﬁa lz-month perlod based on a monthly, last day of the 1"

”“month valuatlon

- It 1s very easy, when you are con81der1ng taxatlon
f*of that type Just 6. thlnk of What you know 1n the form
fof 1nventory values, There is an artlcle that costs so -

} much but when you stop to reallze that any artlcle you t;iff'l'r
o : _ 56 A R _ | .




pick up in any Wholesaler s warehouse represents a mlnlmum
of 50 per cent already pald in federal taxes, I thlnk ' h
,:we've got a llttle dlfferent p031tlon and deserve dlfferent
cons:.deratlono . ‘ " ” ‘
o '-Thank' you, : _ , |
MR ALEXANDER°’h Thank you Mr. Cooper.r Before you
-vleave, I take it that you are opposed to personal property
vtaxes on 1nventory in any event7v | '
| .MR. COOPER~ﬂ_ glad youtasked that questlon Mr,
Alexander, That spec1f1cally 1s my pos1tlon._ We are not
statlng any opp081tlon to a broad based tax or any other d
:type of tax. o | o | .
MR ALEXANDER?" But if there does have to be ‘1n
'the w1sdom of the Leglslature, a tax on 1nventory, then you
feel that no one bottle should be taxed to more than one
_ person ln any one year?' | .v | | bu» ‘
MR COOPER: I feel that we should have an exemptlone
“at least to the extent of the laldeln oost Whlch is repre—
sented by already pald federal taxes, and I feel we should
have an exemptlon from the assessment of all orlglnal
1mports, and I feel in any event 'as you have very Well
put it, that no 1tem, no commodlty, whether 1t ‘is whlsky
or anythlng else, should be taxed more than once by any
lnventory tax, » -
| ‘MR. ALEXANDERi” Are there any other questlons of
Mr, Co'oper"-; Dr. Watson’f‘ AR . | :
DR WATSON. I belleve I heard you correctly ln  _'

statlng that the cost to each Wholesaler would be
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$12 ooo to $15,000. Did you say that?. e
| MR COOPER-_ It would run generally that yes,,,,v
DR@ WATSON.h‘ On.What basls do, you base ‘these flgures?
MR.. GOQPER. Gn the formula set forth in Chapter 51

vLaws of 1960, and whth the knowledge of what their. 1nven-_‘

[torles are,

3 DR. WATSON.1 On the bas1s of their 1nventor1es‘~_

MR COOPER‘ On thelr 1nventor1es end the formula

tset forth under whlch they would ‘be ‘taxed.

MR ALEXANDER° - Any other questlons?' ‘[Ro:teoponse)

Thank you Mr Coopero_ B ._ |

Now the. representatlve of the: New Jersey Pharma»
ceutlcal A53001atlong Mr, Alv1n Geser° -

ALVIN GESER»V My name is Alv:LnGeser. I

am the Executlve Offlcer of the New Jersey Pharmaceutlcal

' Assoc1atlon°

The New Jersey Pharmaceutlcel Assoc1atlon was organlzed‘

oinHLSZOvand at present;has approx;matelyvZQOQ_members and
three affiliated organizations, with an additional 600
'members.‘ Most of our members are v1tally concerned Wlth
‘tthe matter of taxatlon at both the state and local. levels°
,We‘@re_espeelally;;nterested,becauso most of our‘members_:
~_are in commﬁnity‘pharmeeies_whioh oarryta'sighifioant tak

.Tiload The 1962 Resolution by ‘the Legislatufe'stfesses'thet

a study be made of the tax resources of . the State and its

'-polltlcal Sub-lelSlonS to 1nsure a falr and equltable_;;

dlstrlbutlon of the costs of government among the re31dents
of the State, and the bus:.,nesses9 the lndustrlal and R

commerclal enterprmses carrled on thereln,,vln.many lnstances
U | 58A



the heaviest portibn of taxation is bofﬁe’bj'buSinéSS"i
entities either through licensing fees or directly or
‘indirectly through realty taxes. I would like td.také

- this opportunity to point out onevglarlng 1nequ1ty in the,:
‘present tax structure, Although statlonary bu81nesses
are_paying a significant amount of money for localvtaxes
and will pfobably bear ‘even a heaVLer load as a result of -
the ‘business personal property tax on flnlshed 1nventory
goods the door-to»door selllng flrms pay very little or
no tax,’ _ | ‘

At the national level, door-to-door selling flir_ms‘
grosS'atlleast se#éral'ﬁillionfdollars yearly”énd;probably
more, These figures are nct'genérally aVéilaBle;_‘Thi§ o
 prodﬁces;in'New Jérsey'a péculiaf'situa;ion'énd'éné af
obvious“inQQﬁity;‘"Any'businéség %hether retailfér maﬁg-"
fécturing@ pays a fair share of taxes, but the d§6r§to-door~
'-.esfélling"fims pay very little or nothing. At pre_s'_ent , the
state 1aw‘pefmits municipaiities to tax d@or;tonoor seliing
pedplevfor'regulatbry pﬁrpdséS[ohly and'nétvfér’réVenﬁe, |
Even if the business personal property tax is‘hltimafely'
ésseSSed, most stationafy businesseé:have.heavybiﬁvéntbries
and will pay even more, bﬁt:fhefdobf;tbmdbof’éélling firms

will probably completely avoid this tax, since there are no -

 inventory requirements on this type of business. These firms

operate exclusively through sales people and the only
inventory is generally a,Caserf'saﬁple goods, R
*vﬁany'municipalities‘da.ﬁot'pefmiﬁ dodrato4dobr::
selllng at all, but many doo We WOuld'reéémmeﬁd'thét'thé
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State Tax Pollcy Comm1331on con81der a law permlttlng
5fthe taxatlon of door-to-door salesmen through llcen31ng
for revenue purposes. In thlS way, each mun1c1pallty

: could dec1de on a falr tax progran 1f they des1re or w1sh

f to allow door-to-door selllng° There 1s no way of estlmatlng_ ; 

the total revenue‘ﬂnch could be derlved by thls tax change,

‘“81nce each munlclpallty may arrlve at a separate llcens1ng

V.fee or may not des1re ‘to have any llcens1ng fee at all

Furthermore many munlclpalltles may w1sh to contlnue an
fabsolate sanction on such method of sale. However,’invﬂ'

7order to 1nsure a falr and equltable dlstrlbutlon of the

’”vcosts of government 1t is 1ncumbent on the government to

V“atax all buslnesses as equltably as pos31ble so as not to
fcreate any obv10us lnequlty,' The change-whlch we are‘e

";;recommendlng certalnly seems to be in order,h Other states 1‘
»Chave a system s1m11ar to the one I am recommendlng.

In conclu31on may I thank you for thls opportunlty

'to express these oplnlons,,' i | o |

MR. ALEXANDER : Thank you sir, Mayl as"lé’jrou’a.

'”fquest10n7v If the tax on bus1ness 1nventory remalns, you -
asuggest that there be equallzatlon of the burden between

. those Wlth flxed places of bus1ness, statlonary stores, and

door to—door. Does your organlzatlon take any posltlon _"

‘>Wlth respect to the lnventory tax 1tself? | o |

| MR, GESER° I wouldn’t like to express an oplnlon

o at“thls tlme._ We have not as yet taken any posltlon.'vltvl
rls our pos1tlon generally that all bus1nesses should pay a -

rfalr share and that We should encourage good government
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__and Whatever has to be pald should be pald but 1t should
be spread on a falr baSlS.;‘ ‘”%: A e e

A "} MR ALEXANDER' | I asked you the questlon because _
 ;the Manufacturers Assoc1at10n representatlve thls mornlng
ssuggested the abelltlon of thls partlcular tax and sub-

,sstltutlon for 1t of a partlcular corporate net 1ncome andf

- unlncorporated bu31ness net 1nc0me taxoa It seems to be

»{that we would be 1nterested lf your Ass0c1atlon does,,

study the questlon and reaches a conclusxon, because what

, you say here 1s - don’t llghten the tax burden on us but

_'iglve a 11ttle blt of lt to the other fellew,ﬂ.lv  o

M | MR GESER._, well all we. are asklng for 1s equltable
‘dlstrlbutlen,' We have no. pOSltlon on the other,: We have"

B Ma pecullar prcblem Wlth the personal property tax whlch

fdeals w1th the dlfferentlatlon between flnlshed lnventory

goods and raw materlals, Whlch we could probably stralghten~

sout Wlth the tax assessors, and I don't belleve 1t merlts o

,real leglslatlve study, 31r,,,H fv

MR ALEXANDER° WELl lf you do reach a v1ew on. the

'.'broader questlon, Wlll you let us know? L
_MR GESER P051t1velye _ 1
MR, ALEXANDER._ Thank you.

Next 1s the Tobacco Dlstrlbutors Assoc1atlon of New f'

Jersey. e raiis i

Mo N R o E A L 'i: ’W: I8: . Mr. Ghalrman and
‘members of the Commlss1on, my nsme ls Monroe A Lew1s.ki1'
_represent the Tobacco DlstrlbutorsAAssoc1atlon/of New

JErsey, a trade assoc;atlon conSLStlng.of tobacco whole-

salers and approx1mate twentymfour or twenty~f1ve thousand .

61 A

@

Lo



retail dealers Who‘hendle”eigerettes.end kindred tobacco
PrOduCtS") | | . : | o . .
I guess the c1garette bu51ness 1s one that been

more adversely affected by our present tax pollcy of v
meetlng emergency w1th make shift contlngenc1es in that

in the last lh years the tax onfa pack of clgarettes has
‘}more than doubled The flrst 01garette tax was 1nst1tutee
ln thls State 1n 1948 for the osten81ble purpose of
' wflnanclng a program of school ald The tax rate was -
”3¢ on a pack of 01garettes, At that tlme there was a 7¢
tax rate on the federal level : Slnce then the federal tax
has been 1ncreased to 8¢ per pack In 1956, 1n order to
':flnance a school constructlon program, the c1garette tax‘
':1n thls State was lncreased from 3¢ to 5¢ per/paek Ig»l961,
a year ago another penny tax per pack of elgarettes Was
i put on by the Leglslature in order to belance the 1961
budget, and a few months later in 1961 a problem arose
concernlng flnanclng of some bulldlngs for Instltutlons
and Agenc::.esa And, af ter a long drawn out leglslat;we
ibattle lt Wae deCLded that a c1garette tax should be
byplaced on temporarlly and the voters of the State should
be permltted to determlne whether or not they w1shed to.
flnance thls program through a contlnued c1garette tax
‘Mor through a bond 1ssue,~ and the voters of thls State by
a preponderant number ofvotes9 de01ded that the bond issue
vwas the proper way of flnanelng the lnstltutlonel program
tand the CLgarette tax from‘6¢ to 7¢ per pack was supposed

to have ended on June SOth of thls yearo ,
N . N ’ 6 2 A : ’



A llttle over a week ago in thls very chamber,"v..
. the members of this Assembly, or 37 members of thls B
Assembly,‘voted to contlnue the c1garette tax on a-
fpermament‘level | A o
Now we know that a dlrect promlse ﬁas”madeA a t
'dlrect commltment was made to the people of thls State,
"not only to our 1ndustry but to. the cltlzens of thls State,
that 1f they\elected to flnance an 1nst1tutlonal ald program
:vby means of a bond 1ssue that the c1garette tax would be -
rellmlnated but desplte thls dlrect promlse thls Assembly
'“ last week voted to retaln the penny tax as a permanent
“’feature.: 1v ,‘ - | : _ S !
. Now, there lS no doubt ln my mlnd that the members
Eof the Assembly who voted for the tax are good leglslators,t
 *but I thlnk that they are trapped by the type of tax pellcy
; that has been prevalent 1n thls State for the last decade.
The Leglslature and the Executlve Branch of thls State
have closed thelr eyes to realltles and have refused to
trecognlze that the expenses of runnlng the State lncrease
: each year 1n the same proportlon as the expenses ef runnlng.
?any bu51ness 1ncrease each year and that 1t 1s absolutely :
necessary to adopt some type of taxatlon Whlch w1ll be met‘
by all the cltlzens of “the . State and not by some selectlve
:vgreups9 such as clgarette smokers, gasollne users etc.
Now, I don t have Mr, Alexander a prepared memorann
ridum? but I dld submlt to you some statlstlcs showmng the :
‘adverse effect on the c1garette bustness 1n thls State

since the lnceptlon of the 7¢ rate or slnce the 5¢ rate
63A -



'.was 1ncreased to 7¢, Ybu Wllz>not1ce that 1n”the year 1959 frff

'f@;the number of packs of‘c1garette ”stamped 1n New Jersey,é__f_af_

”ln dollar but*ln}packs”of c:.garettes° T e,natlonal average”f; .

'ff;durlng that perlod of tlmeulncreased 4 27 Our competltors fiit}

”ijln the State of Pen S

ﬁiln the State of New York 1ncreased 1% and our ccmpetltors

lvanla’lncreased 3 1%, we therefore,f'}*

fﬁf7hran over 3 1/27 above the natlonal average about(611/27

";over the New York 1ncrease and about 4 6/10/ over Penn--

lttsylvanla,rvjcwa;;

';h--In the next year“of 1960 comparlng the flgures Wlth

sffthe year 1959 the New Jersey,f‘garette bu31ness advanced

ﬁ6p 1n comparlsofr”"u“:""'- ﬁfaatlonal level 2 8/10%

’:jPennsy“tanla \and 3h7/10% New York

~ Now, since the tax vas ra: S'ed fr‘om 5¢ to 7¢ and put e

i us Ln a pOSltlon where We are not competltlve Wlth our

'»7ad301n1ng'8tates, the flgures ShOW,,ln the perlod of July

; e March flgures, but I don t

3;h*th1nk they are any better than;they have been for the flrst 3”‘ﬂ*

vi_;SlX months of thls per“od_m that New Jersey has 1ncreased

"'.populatlon 1ncrease th

'52/10ths ‘of 1%, New Yowkfhas 1ncreased 3 3/107, Pennsylvanla

’*ahas 1ncreased 2 7/107, and the natlonal average 1s up 2%. | L

-'So here in the State of e *Jerseyg where we have a greatervav7"‘

»hany of our 81ster states - as a

*]jmatter of fact the census of 1960 showed that the~1ncrease;J

¢;>1n populatlon ln New Jersey was_24% over 1950 as agalnst an :




”retall level a loss of 4»1/27 of bu81ness amounts to

’ fbehlnd the natlonal £

11187 lncrease on the natlonal level wbso that the 1ncrease
'f'1n the c1garette bu81ness 1n thls State should certalnly
"rfollow the populatlon 1ncrease as 1t has done for “the..
| fvlast precedlng 13 years, but 31nce the c1garette tax Was}'
?1ncreased from 5¢ to 7¢ we are now runnlng 27 behlnd
‘ithe natlonal average where prev1ously we ran 2- 1/27

' 'above the natlonal average. h;uf

In terms of dollars and cents, 51nce ‘we. do

f}i$230 OOO 000 worth of clgarette buslness a year on the

i

. ]j
-$10 350 000 a year whlch ls the loss on the retall leveLw‘
vand'the-wholesale level to the lndustry 1n thls=State o
‘31nce we adopted thls 7¢ tax as agalnst a 5¢ tax that

_mprevalled before.

Now, 1f thls 1oss was a general loss throughout

’”the country, there 1s nothlng we. could do about lt but
‘fwhen We flnd durlng thls perlod of tlme that we are

.runnlng way behlnd New York way behlnd Pennsylvanla9 andi

\age there ls no doubt that the

1oss of bu31ness 1s occaSLOned by the fact that people

are buylng thelr c1garettes in Pennsylvanla, 1n New York -

7or in Delaware where the tax ls 1ower and they can save

a penny or two on a pack or_ lO 20 or 30¢ on a carton..

Now, thls 1s unfalr 1eg1slatlon that dlscrlmlnates B

f:agalnst an 1ndustry and does not allow us to compete w1thaifvﬁ
~ our nelghbors 1n the adgolnlng states. Thls condltlon
vprevalls 1n every state Where a 7¢ tax rate appllesy and

I thlnk there are. 81x more states in. thls oountry that
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have that high 7¢ tax rate’and all of them exCept in
vthe State of Nevada where they probably don t care how
' much they spend because they are throw1ng 1t away -on the
crap tables anyway , where they have: the 7¢ tax lt shows
a dlmunutlon all along the llne on c1garettes._“ S

I would also llke whlle I'm up here, to. dlrect a
‘few remarks to Chapter 51  As Mr, Matthews kHOWS,5I;
testlfled‘at great length against éhapte;vsl iﬁfthe various:
public'hearings and Ivthinh that any tax‘based uponbvalue';”
ofbinventory or'gross receibtslis-an'eminently-unfair taxv
per se;' A tax on bus1ness 1n order to be an. honest tax,
must be based upon net proflts, not gross proflts or
gross value of lnventory., we have an: lndustry where a
small wholesaler who barely makes a llv1ng and has a llttle’
store on a side street does about three mllllon dollars
worth of bu81ness a year. He handles an 1nventory every
day of approx1mately $1so 000 or $2oo 000, He no more,owns'
thatvlnventory than I do. It 1s»ownedkby the_cigarette’

nanufacturers and we just receive it one day and ship it

)

‘the neXt“day, but thebinventcry is constantly on the floor -
‘not the same 1nventory but there lS a constant amount of
1nventory. To make an lndustry such as ours subJect to the
same tax rate as an lndustry that has an lnventory that
shows a mark-up of 207 or 257 is emlnently unfalr,.,-.'f

| Accordlng to Dun and Bradstreet the net proflt
.engoyed by a wholesale tobaccnlst lS less than 1/2 of l%e
1t was 39/lOOths of 17 actually at the last study made by

Dun and Bradstreet about two years ago. So here We;are,
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worklng on- Q/lOths of l/ net proflt9 subJect to an
’ 1nventory tax Whlchfln}some cases mlght be equlvalent to o
:”the net proflt engoyed by the wholesaler, I thlnk the l,

”“‘same thlng applles 1n Chapter 51 to the tax on equlpment

‘.e_and machlnery, I thlnk the Leglslature ln settlng up thls

lftype of taxatlon has bullt a llttle wall around the State ;
ﬁ;Of New Jersey and sald :"Industry keep out " because I
h:;can t concelve of anybody lnvestlng large sums Of money
'"tln new equlpment and new maehlnery subject to a tax |

‘lev:Led on 50% - well 1et“s say 507 :Ls the aver'age - of

ﬂ“’the value of the property ln lts flrst year and then subJect-[.r

"Wfto 1ts local rate Whlch mlght be as hlgh as 10%a ,-fl"

So we serlously advocate not only that a study be

""Effmade of Chapter 51 to ellmlnate the lnequltles but that

"liserlous conSLderatlon be glven to completely repeal any taxu:°*

fhfon 1nventory or upon the value of equlpment, and thqt 1t

dz?iShould be. replaced by a tax 1f necessafyslen net Proflts» o

-*;net proceeds - not gross proflts and grosa proceedse-"v

| Nows we fully reallze that we are n@w talklng about

"v%an lncome taxs regardless of what We oall ltv and We fully
;“reallze that I guess the c1tlzens of thls State and the |

'ffrrest of the country are about up to thelr ears ln federal
”lncome taxes, and I guess we do come to a pOlnt where

d“51ncome taxes also become prohlbltlve9 and 1ncome taxea;?
i:when they become too hlgh klll the lheentlve to bulldiia

'ﬁfAnd then we must com.e9 of course9 to conSLderatlon of a‘l

bi7fgeneral sales taxa and regardless of the fact that I gt

’drepresent 24 OOO retallers who would be saddled w1th the

- burden oE collectlng a general sales tax we must recommend



"as an assoclatlon and as an 1ndustry that 1f 1t 1S»iff
”necessary, to ralse money year by year - to meet the
budget and to ellmlnate thls pyramldlng of . taxes upon
partlcular 1ndustr1es,‘regardless of what damage is . done
;to the 1ndustry, the State must adopt a general sales taxah

h . we have thls very year had a small emergency.u ‘well,
maybe 1t was a blg emergency -~I was caught in 1t and I _
;thoughtrlt was pretty blg.- where the ocean-overran our
"fséashafé and as a result we have no. balance in- the budget,
‘fwe have no surplus, and the Leglslature had to adopt two
taxes, ‘an 1nher1tance tax and an exten81on -of raclng for
: 30 days so that the poor people of Camden can“t get homev
.rand can t conduct thelr bus1ness., Thls, in my oplnlon,
along w1th the tax on c1garettes,.tax on. gasollne, and '
other spec1allzed sort of taxes9 should be ellmlnated and‘
'fyvcan only be ellmlnated by the adoptlon of a broad~based
o ‘ﬁRﬂFAlﬁXAﬁﬁERﬁ”-’Thank‘yOu, Mr.'hewis,;,may;liask-il
you “two questlons? : - 7 “
MR, LEWIS’ Surely.", O

| MQ ALEXANDE.‘R° You have obJectlon to the clgarette

tax, at the present rate at least because you thlnk lt 1s'
hdlscrlmlnatory agalnst the people who sell c1garettes and
also because 1t has reached a polnt of dlmlnlshlng returns,
the tax hav1ng gone up. and the sales ‘have not gone up as
'dcompared to sales in states where the tax hasn*t gone up.
Have I understood that correctly?; ' |

MR, LEWIS:e That's rlght

,MR; ALEXANDER;'V The-second thing’is,that_you did.Say“rh;fh
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that you thought one would not ebject to paylng a tax on’}'
- net: income, arid then you subsequently sald that ymu
._thought a’ sales tax ‘was approprlate,  Do you have anyv

""pos1t10n in your organlzatlon as between a‘corporate and -
’unlncorporated bu31ness net 1ncome tax such as Mr,‘Brown
fsuggested thls mornlng,lln lleu of the 1nventory tax?

MR LEWIS":'Well we belleve as bu31nessmen that

vthe tax ‘on net proflts or 1ncome would be mere Justlflable ’

l“qnthan a tax on 1nventory or. a tax on gross proflts. Inventory9"

'as far as we are concerned would be a tax on scmethlng
, whlch doesn“t even exxst and we would certalnly prefer a
tax based upon net prcflts than a tax based upon physlcal

‘tlnventory. n g01ng back to the clgarette tax for a

: moment 1 de not stand here to advocate Mr. Alexander,'
lthe complete re&lssmon of the c1garette taxg but 1 do thlnk
s.1t should be put back to the level cf 5¢ a pack whlch would
’uput us in a pos1tlon to compete w1th New York Pennsylvanla
and Delaware,'"":' / . B o -
| MR ALEXANDER- Are there any questlons of Mr; Lewis?
Yes, Mr. Yunlch o ,l' vl o '(' |
MR YUNICHQ. Mr,ALeWJ.s9 you are‘advecatlng a sales ’
'»u'tax as" I understand 1t L v'“"lflz -
(MR, LEWIS: Yesylln preference te an lncome tax;::
:iWhlch I thlnk ‘has already reached such a hlgh level on
the natlonal level that 1t wculd be an 1mp081tlon to place
.another one on. the state level | I thlnk the falrest type of
tax to ralse the revenues necessary 1n thls State would be

a sales tax. ' ”f”iz'
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ER YUNlCH. Well does your recommendatlon for a

>Lsales tax lnclude a sales tax on c1garettes7 : ..,.

‘ MR LEWIS. No, slr,_ Clgarettes are now taxed at
vthe rate of 7¢ per pack and even 1f that should be reduced ;
%some day 1t Stlll carrles a very, very large sales tax,:\The;
’Ltax on 01garettes 1s a sales tax.: And’ every State that I
1.know of Where ‘a sales tax was adopted they have always

, éfexcluded those products Whmch are now spec1flcally taxed byl?'

ﬁthe State, such as. dasollne and clgarettes. ‘,. |

MR lEUGHTER°v' What lS the tax on clgarettes in ,u
leew York and Pennsylvanla7 Is it stlll 5¢7 | -

| MR LEWIS. _ The clgarette tax in New York State ls

l 5¢ and the c1garette tax in Pennsylvanla is. 6¢ o

MR LEUCHTER°*5 Another questlon Mr, Chalrman."lf"

Mro LerS, could you tell us Why the tobacco dealerstﬁ

-prefer a- sales tax 1nstead of an lncome tax? I know some

tobacco dealers as 1nd1v1duals they llve 1n New Jersey -T

"da fellow llke Tommy Angelo =-he llves here he 1s g01ng

to have tol pay a- sales tax lf there ls one,v Why would hev

",prefer to pay a sales tax 1nstead of an lncome tax?

:%ﬁMR LEWIS°f Well we feel that we are paylng hlgh
.1ncome taxes now,, We are paylng a hlgh federal 1ncome tax,
,and to put the load agaln on ‘the same people who ‘are paylng .

';_a hlgh federal 1ncome tax and Just 1ncrease 1t by addlng a

vstate ncome tax to 1t would not be a better means of

"'spreadlng the tax load among all the people than a general .

o salesmtaxwwhere‘everybody Would pay a small part ofcthe_tax v

';burden;tiiwﬂ S R RO




MR. LEUCHTER: Would I.be wrongiin suggesting that
ﬁhe averagevtébacco retailer or wholesaler would pay more‘-
or hiéprofif is su¢h,vhis business profit or income is
such that an income tax would cost. him more than it would
_the aver;ge person in New Jersey? 1Is that why he is
opposed.to it? . A

MR. MON&QE; ngl, that's hard to say. We have all
tybeé of t§bacco 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 be 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.

| 'MR. LEUCHTER: If I may continue,»Mr..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 residents, the same
as a sales tax would.

MR. LEWIS: That's right, and we don't know, standing
here right now, what effect a sales tax or an income tax
wduld have upon the average person in the State.. We can
‘only,conjecture_from what happens in other states, but
againll 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,
7L A |
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MR, ALEXANDER-J  Any other questions.

Thank you very much ! ”

Next the Superlntendent of Schools, Jamesburg

1 BoroughhSchool Dlstrlct;gf‘tht,yog,please,comeerFWarQ,4M£gQ

: Grlfflth and Mrsa,Chlara',,a” o et v»n ;_‘ﬂ.
L THOMAS GRIFFITHS, g Mr Cha:l.rman |

‘and members of the Tax Pollcy Commlss1on I am Thomas Grlfflths,;f'

.ZSuperlntendent of Schools of. Jamesburg 1n Mlddlesex County and

‘hw1th my Board Presldent Mrsa James Chlara am here today to o

jglve you more or less a short overv1ew of the educatlonal T

flnanclal status of our school dlstrlct 1n Jamesburg._

We are a communlty of less than one square mllely

,area and a populatlon of approx1mately 2900 persons, we have

hlocal 1ndustry employtng“about 40 people ln two small factorles.;v‘

'._}Such brlefly 1s the geographlc andI.suppose we could say

_economlc stablllty plcture of the borough of Jamesburg, at leastﬁ

as’ far as_the school dlstrlct is. concerned

f'wgﬁ we feel that schools 1n a: way are ln a. rather unlque
v,pos1t1on at the present tlme,, No other tax dollar perhaps 1sv;
'Qso dlrectly and 1mmed1ately responsxve to voter control
'gdon’ t bel:l..eve that ever before has the average tax-paylng
,c1t1zen been 80, largely concerned about tax: money, as, far as-
' Hschools are, concerned .as at the present tlme.‘ I thlnk perhaps |
/[that he is - llterally drlven there because of the heavy tax |
_burden and also partlally because of the fact that he does ’
;have some. opportunlty over the control of the expendlture,5i
’. I belleve that when ve- talk about a dlstrlcte

"/flnanclal effort educatlonw1se What we are really dlscuSSLng

;ls the dlstrlct‘s w1111ngness and ablllty to pay for 1ts
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.eduCational,program; ;dbvisusly,ubractiealiy\ail'sffthe'school_
district's income»comes'frqm~the ta2§aYer;’ It isiquite.
evident in:the:case of jamésbafg;“bécaaée'of'the lack of
_1ndustry, that by far the greatest part ef thls tax rests

' w1th the homeewnern

2

In comparlson Wlth most of the school dlstrlcts in
Mlddlesex Gounty, Jamesburg actually presents a plcture ‘of |
\overexpendlng 1tself, perhaps, in 1ts ablllty and ‘its -
: w1111ngness to prov1de educatlonal opportunltles for 1ts youth
We_have,the_lowest,equal;zed valueﬁper.pup;l;lnrthe county,
a.ig the amount:hfghroughly;f$13;800,}.Ih fact, that is actually;
less;thah’eue;haif df'the ssuhty%ayerage“of‘$29,000 eQualizedi
valuelper:pupitgqulsofithisj$Q perjcentﬁless_in turnrthan the>‘
next_lswest;t0wu<withiu_the”csuhty;_RIn'spitevbf'theafaetathat"
isurfequaliZedfyalue;is scaica; ﬁé stahd’seebud highest iﬁﬂfﬁe
ebuhtycinfeﬁfsrt:tpfprsuideTgeed,edueatianal_onertunitiési
for‘thelehildreu audvthe.yOuth'sfetheecoﬁhunity, haseq of cOurse'
1on'the“full:valuett;x:rate,vusing;the market value rather than
auﬂassessed'valueﬂfa‘replacement vaiue, ‘It also stands third
highest iﬁ«percentageIOffratiO’6f*assessed'téhtrue’value; in
other words,‘our assessed value _the ratlo of our assesed
'value to our true value 1n Jamesburg 1s approxlmately 33. 77,
and in that case we stand thlrd . But out of725 dlstrlcts w1thin,
the county, we are next’ to ‘the' lcwest 1n relation to the net

taxable value.

%

Evensthuugh we haVehqne uf the;lauest starting.Salaries
for teachers in the.county;fﬁe,do extend quite a great effort |
tdward"the”expenditureffor salaries in that particular area,
due to the fact that'beCause!of the'ibngevity uf service of‘

the majority of the members of our staff = I would say approx~
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’flmately between 68 and 70 per cent - most

max1mum o:hare on maxtmum as far as the salary scale ls

concerned In the event that Assembl
;{law, it would mean that 1n Jamesburg our Lnstructlonal costs

.would 1ncrease approxtmately 1.5 per. cent over our current

_'1nstructlonal expendltures as compared w1th;

_,w1se,_ As you can see that agalng I feel would place a heavy

e burden upon the people who are respons1ble for trylng to get

" the. taxes to operate a school system Wlthln that partlcular "

town.,’

‘he_yare near :ff“jzlhf

;3% 1ncrease total-

Durlng the past February9 the ngh School was v1s1ted v

by an evaluatlng commlttee from the Mlddle States Accredltlng
.Assoclatlon,f The purpose of course Was to flnd out about

~the 1mprovement of the lnd1v1dual htgh school Wlth regard to

,_thekserv;ees that Jﬁ renders or: offers to the youth of the

communityoh The commlttee ln thls case as ln all casesw wasa?t7_'

entlrely obgectlve in 1ts concluSLons and I would : llke to .
) quote Just a sentence from thelr conclus10n3°“ "The VlSltlng ;
commlttee approves the school“s phtlosophy and statement of

_obJectlves and eommends the establlshment of worthy goals of,

_the educatlonal programo"x We feel very happy and very pleased

w1th that type of statement but nevertheless the commlttee has

deflnlte statements of. recommendatlons whlch should be anormu»

porated 1nto the system ln order to prov1de a well»balanced
, program of studles,i We lack entlrely or. need greater 1mpetus

-ln the follow1ng prlnclpal and crltlcal areas of the school

currlculum° Thlsg of course9 1s accordlng to the recommendatlonst

of the evaluatlng commltteee- RUTTE s



1. The institution of an art course at the earllest
possible tlme.

In other words, currently and for a number of years
. We'do.notjhave'aﬁyfart course as such in the Jamesburg School
Distriet. |

‘2;1-The mus ic program should be enlarged and
_strengthened ‘

3. A thlrd year of ex13tlng forelgn languages should
© be added :

u;-;Sclence;laboratory facilities be modernized and
- - used to greater extent and to better advantage.

5. The Industrial Arts program be strengthened.

6. The p0881blllty of a broader program for the
‘termlnal student be explored

Ve

7. Cons1deratlon be given for. a p0331b1e addition
to the phy51cal facilities 1n order to expand
the program of studies.
~The additional facilities’outlined above must of
necessity add to the present tax ourden-of the people of the
community. Under the present'fax‘setup;’it becomes practically
an impossibility to follow throughvwith the recommendations"
outlined, plac1ng a ‘burden upon the. people that is entlrely
out of line. |
We feel'the'educational'opportunities should'be’
expanded to include-thosefareaé_Which in many instances may be .
terminal for many of our high‘school-graduates.' I believe that
we also take no issue with the fact that Assembly Bill 140
should not become law, out we areicognizant'of“the fact that
unless a broad base tax ofisome sort is instituted,ih‘the'
immediate fufure,fo comply with the aforementioned aﬁeas would
be ar impractical and impossible situation.in our own school

district. v S 75 A',_



Now9.1 ﬁust say this to you;vggntlementgnd members
of thevcomﬁissién fhaﬁ‘Jémesburg does not repﬁesent.an area
qln whlch there is g01mg to be an ex3353lve am@unt of ‘growth .
as far as the dlstrlct ltself is concerned we are and Wlll
be conﬁronted thh a growth perhap& in our surroundlng townshlp
from whlch we recelve hlgh school pupllsv but we felt that it .
possmbly would p0531b1y present a dlfferent lmpact and over=-

view to you folks if we were to come. to you and»say hat we- are

expendlng a good amount @f money, we are glVLng to educatlon
a maXLmum amount but yet we are mot coming her@ and saying to.
you necessarlly that we need more mgney be@ause first of
lncreased graw‘th9 or because @ﬁ belmg ln dire stralts9 as far
las exce381ve gr@wth in populatl@n 1s c@ncerned - We do £eelﬂ
thoughﬂ that the State sh@&ld:prgvlde more flnancial aid and
suppoft to the local sehool distriéts and‘we ﬁeel that a |
broad-base tax of som@;sort-may;bevthe ansﬁer tg,that.questiqno

MRo ALEXANDER: Thaﬁk you very much, Could you tell
~us the number @f your tea@hlng staff and how many of them are
not fully certlfleated? v : -

MR GRIPFITH Yeéoi We have on our teachlng staff
| h89 and ome of them is mot Certlﬂlcated one. is worklng on
emergency certlflcatlang and @7 are pr@perly certlflcated

MR ALEXANDER° Ar@ there any further quest;oms to
be put t@ Mr. Grlfflths? | | |

Mrso Ghlara are you g@lng to. speak t@ us?

MR S G H I AR A@ 1 hav& only one or two
sentences to add t@ Mro Grlfflths“ presentatlon beﬁore the Eax '

Pollgy GomMLSSLOH and that is that at the present time we are
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spending per pupil $438 per yeer which is above:the county
averagev Secondlyg while we do not presume a very large
increase in ~pupil population, the lndlcatlon that Mr. Grlfflths'
gave - you concernlng the Evaluatlon Commlttee Report lndlcateS»

| that we must;of necessity add‘to-our’present;bulldlng and our

present staff to incorporate these recommendations. 'We_have

reached almost the Limit ofvour'bonded indebtedness because'” ears

o’we built a new elementary school, so thls puts us in a

rather dlre 51tuat10n. We.felt it was.only falr to present to
you  the type of community injwhioh”therejwas no large'pupil
pooulation’increasevbut’again“a commnnity’which is, based‘on‘
the amount of valuatlon behlnd each pupll d01ng an‘exceptlonally
good job in terms of tax effort to prov1de a good educatlonal
program for,lts chlldren° We‘askhyoujto serlouslylcons;der;av
broad-bese‘tex forvstete-sohool_aidﬂ -
MR, ALEXANDER: Thank you.
| Theuremaining witness;glf he iS‘here;:iserGVMarkjm;,

Jones o£<Princeton;" o 1 |

B ARK M, JONES?'»A Mr, chalrman and gentlemen
lof the Commlss1on, my name is Mark M. Jones, my address is
Carter Road R b2, Prlnceton “and 1 appear here to glve you
a little dlvers;on, I.thought 1t.m1ght perhaps,be 1nrorder‘to_
try to‘say a few things'in‘the‘publiC’interest, andjlldo so‘by:
“conoentreting on:the*subject of what 1 call "New Jerseyls Over-‘
head Expensea" The paramount economlc problem to which thought-
- ful persons of New Jersey should address themselves is not

taxatlonc It is not dlgglng up more money up throug“ww:'f*;'

' government for ‘spenders to spend If thls proceedlng is based
~on any such assumption, lt'ls badly blased'and pre judiced against
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the publlcrlnterest ‘ The prlnclpal challenge to thls Commlss1on
jls to prove that lt 1s somethlng more than a. bralnwashlng

dev1ce9 the purpose of whlch ls to prepare the publlc for more _
'spendlng° » . , o "“ ) .v, |
| The paramount eeonomlc problem of New Jersey is

excess1ve overhead expense,v Thls occurs in the form of governur

"f;ment expendltures," The total of these expendltures now requlres

_‘flnanc1ng approaehlng $6 bllllon a year - slx thousand mllllon e
| ;four billlon federal o bllllon state and - local It means

‘there is too muoh nonproductlve expense to be carrled by pro»
'ldductlon and the lneome of the people of the State° It results -
,:from too much spendlng by l 217 governmental unlts Wlthln the '
»VState whlch are spendlng almost two bllllon dollars a yearo‘_f

It results from too much spendlng by the state government9

vwhlch requlres revenues of over flve hundred mllllon dollars a -

' Jyear to flnance expendltures constderably greater° There are, |

*‘too many klnds of taxesa The taxes are too hlgh The key p»Nj

. problem ls the same almost everywhere Ln the world = overs=.

, spendlng by government and overtax:mg° Thls has come: to repre=_
‘_;sent the blggest raeket ln the world | : |
SR The New Jersey part of the problem is but one part ”

: of a natlonuW1de degeneratlve trend It 1s the same klnd of
7otrend that was a prlmary feature in. the decllne and fall of 19
"TOf the 21 c1v1llzatlons whlch long ago dlsappeared 1nto h].storye
IAIn each case the pyramldlng of nonproductxve expendltures ,
dthrough government Was plled up so hlgh that lt shackled and o
strangled everythlng productlve° Overhead smothered pron
"5fduct10n and 1n1t1atlve° The same thlng is gotng on all around

us todaya" 78fA.Q



Political excess in the form of overspendlng is a
form of cancer that has been developlng for a generatlon. It d
has been camouflaged somewhat by the word “1nflat10n." Notn N
'w1thstand1ng the fact that the prlmary causes of 1nf1atlon are
all in government the word "inflation" is used as the alibi
of government for contlnulng to throw spendlng gasollne on the
spreading flames of 1nflatlon.f In effect, we are belng told
that we must have more 1nflatlon because we have 1nflatlon'

The first and foremost cause of inflation is governe :
ment expendltures. 102 ,000. agenc1es of government in the, B
Unlted States are ‘now spendlng at an annual rate of $173 bllllon.
Thls does not represent ‘the entlre overhead expense of our.
muddled ‘and wobbllng economy. However,<1t does approxlmate
LO per cent . of the natlonal 1ncome.u Against this, there is no
reason for bellev1ng it poss1ble to have a golnguconcern
economy and malntaln the scale of llVlng of the Amerlcan people
‘for long 1f the overhead ls even 257 of the natlonal :anom.eo
An economy is automatlcally ln llquldatlon as soon as the over-
'head approaches 257vof the natlonal 1ncome. Of course, the .
economlcs professors don't know thls but that 1s not all
that they don't know. ‘ |

The second cause of lnflatlon is government inter-

'ventlon and control of economlc act1v1ty. In the case of the

federal government , the Hoover Commission in 1954 reported thepe '
‘were 2,133 boards, bureaus, comm1ss1ons, commlttees, etc° Many
have been added slnce. Proposals recently were pendlng to add |
69 more. What must be stated along with the Hoover Report is
that most of these art1f1c1al 1nstruments 1nterfere with the

market system, mess up the prlce system, 1ncreaseﬁma cost of
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dolng bu31ness‘w1Ehout Justlflcatlongdandllln all bﬁt a very'fﬁ
‘few cases,’each completely loses any reason for belng 1n terﬁsd
»_of the publle lnterest a short tlme after 1t 1s created o
”Keeplng artlf1c1al lnstruments beyond the polnt Where they
'have a reason for belng ls the prlnc1pal reason why they
.degenerate and take on the characterlstlcs of Soclallsme;

| The thlrd cause of lnflatlon 1s the federal 1ncome
':tai;i It ought to be called the Gommunlst lncome tax° It lS
Ean 1dea that was put forward by Marx and there ls no reason to:fy’
belleve that the scale of l1v1ng of the Amerlcan people can be
malntalned or advanced on the baSis'of an lncome tax,f Even the ,
RUSSlanS know th:l.s° There lS no reason for belleVLng that a‘r;e,d
g01nguconcern economy can be malntalned on the basls of a f;‘
;:graduated lncome tax = a deVLce of automatlc degeneratlon° !?'
| - The fourth cause of lnflatlon ls the unbalancmng of-'

the d1v1s10n of the product of 1ndustry°» It arlses malnly

from polltlcal votembuylng at empted by means of leglslatlon

Whlch grants sub31dles of prav11ege to labor moncpollese; Gne
result ls that a dlsproportlonate amount of the prodnct of
1ndustry goes to labor and an lnsufflclent proportlon goes
lnto the process of capltal formatlon,o The natlonal economy
;therefore tends lncreaSLngly toward economlc anemlao_fif
suffers from effects smmllar to economlc bloodlettlng;fi;of‘,r“
say that thls ls due to economlc llllteracy on the part of
pollthlans and ;abor leaders Ls of no help°‘ The degeneratlon ’:

contlnues Just the same and regardless of :m.tentlons9 good

or bad

The control and manlpulatmon of the money supply ls ln the
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hands of the federal goVernment This control has been
exerc1sed in a manner whlch has contrlbuted much toward the
creatlon of the present posmtlon. Manlpulatlon of the money
supply dur:.ng thls generatlon has not been 1n the natlonal |
1nterest and plays a leadlng part in 1nflatlon. o
 The last prlmary cause of 1nflatlon 1s the thought-
control system. By thls means, the syste m of communlcatlon |
of the country is used by politicians to exercise the 1n1t1at1ve
‘for’the purposesof'brainwashing tﬁe people, Merely by repetition
and blacklng out the real truth delus1ons are produced and an
art1f1c1al and synthetlc publlc oplnlon 1s establlshed This
has been a leadlng factor in establlshlng and malntalng the
general programvof demorallzatlon wh;ch has been operatlve,notv
only in_politios bﬁt in 511 of:the other prineipalvcategories
of'lifé;f L D ‘
| It is tlme the people reallze that what they confront
is really a system of polltlcal sabotage or betrayal All of
the noteworthy causes of soc1al economic, and polltlcal de-
generatlon arise 1n government The effeots, however »are,
'somethlng dlfferent.‘ They come to rest on the people.’ They
hitdyou'in a”place:so fundamentalvand 1mportant as to determine
your‘future; This is}because the political chicanery under-
mines and destroys the value of the money. Itihas.happeﬁed
over and over agaln. » | | | o |
N Governmental p01101es lmposed upon the people of
the Unlted States by pollthlanS within one generatlon (stnce
1932) have destroyed most of the value of our money. As. of
a recent report of the U, S Department of Commerce, the

purchas;ng power ofmthe’dollar at consumer prlces was down
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to. 44,6 ,eet_'n;ts.,g consiyd‘erecvi. o;;_ a 119_39,; ‘basisq _ In »_o"t’her ,WQrds?.ir
the politiciansaeoolitics?rendbpoliticel maneuvering:hes
destroyedjssﬁcents‘oqﬁrofueach-doliar,ofivalue,ih_rheimoney

of the peoole oflthe Unitee‘States,jcst since:lQSQ,e If_yoc_

go back to 1933 when.one of the greatest political steis”in all
hlstory was perpetrated - the devalu,atlon of the dollar in.
terms of gold - the value destroyed probably approx1mates 75
cents,‘ Thus the dollar of 1962 is probably worth less than )
25 centso | | | |
| Aithougﬁ much more should‘be seid with‘respect to

what should be ‘the economlc pollcy of New Jersey henceforth

time Wlll permlt reference to. but a few aspects of that subgect
’Flrst NeW Jersey does not ex;st in vacuo,' It hasvcompet;tlonf'
Its competltlon has not been doing very well Eeforeythinking
veboutyfollow;ng in the footsteps of our competltion? we ought
to,séé what the competition has doneyto_itselfs _i therefore_
propose thatérbefore any conclgsiops .are‘at;‘i:ﬁem'pted,,,,7 a study’

be madefesero'just what has happened in Peﬁnsylvaﬁie,,ﬁichigan,
New Yorkg_eﬁd‘a ﬁewyother states, and of the effect in their
ezperiencevyhioh might be ﬁertinent to New Jersey; In'other y
_words9 What caused Pennsylvenla to drop from one of the leadlng
states in the number of galnfully employed to a pos1tlon way
down‘the llst? What are the causes of Michigan'® svtotterlngvon
fhe Verge‘of EaekrﬂptCy? Where‘is‘the'med squeﬁdering ofA |
billions by theiStete ofiﬁew York teking it? Certaiﬁly we

should not Just bllndly repeat the n;stakes of our competltors°

| | Second I thlnk it should be establlshed w1th 1mpartlal
mlnds that the present scale of expendltures of the State govern»
ment in New Jersey can be’Jcst;fledg ‘The opinions of pollthLans
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and offlceholders on this questlon do not reflect an ablllty
on thelr pert to 1nterpret the publlc interest., | With 153.000;:
'local government employees, 35 000 state employees, and about
- 55, 000 federal employees in’ New Jersey, there are enough
spenders (243 OOO) to make a lot of n01se. The klnd of stndyg‘
needed should be made by non-professors and non-pollt1c1ans |
and should be dlreoted toward aseertaznlng whether at least
$50 OOO 000 per year can be cut from the present scheme of m:l
‘spendlng of the state government w1thout wrecklng anythlng
or destroylng the future. _
Thlrd 1t would be tlmely for respons1ble persons who

Vdo not have an ax to grlnd to polnt out to the people the
19nonsense 1mpllc1t 1n that propaganda shlbboleth w1th whlch
the spenders are spraylng us‘m the need for a "broad-based tax."
_There 1s no such need | | “ B

| Fourth the tlme has come to do somethlng lntelllgent
~ about’ publlc school educatlon.' For years we haversubmltted |

to typhoons of propaganda and bralnwashlng by the spenders.

"1‘Pub11c school educatlon no longer can be taken for granted

There is plenty of ev1dence to. lndlcate that it does not serve

publlc purposeS»whlch.Justlfy the present coerclve flnanc1ng ,
throughhtaXationL: There lS plenty to lndlcate that publlc

school eduoatlon 1s not worth what 1t costs. There is some

ev1dence to 1nd1cate “that 1t could be made much‘more effectlve,

but I am sure that thls will not occur if change ls left to
V_the educatlonlsts.l In the meantlme thls new racket called
State Ald to Educatlon should be checked and the amounts belng
| thrown away 1n that dlrectlon should be reduced at least flfty

million dollars a year,n”iﬁviﬁ”
. | .. 83 A
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_ . Flfth;‘another‘very 1mportaut.sectorkln‘whlch the.t
chlckens of polltlcal mlsmanagement are comlng home to roosth»;_
is transportatlon,‘ Flrst, polltlcs regulated and taxed the ,;pn'
rallroads to death | Now. they tax the people to offset the.fpe5
flnanc1al consequences to the rallroads whlch were caused bypl:

them ln the flrst place,, The s1tuat10n ls rldlculous and an~p;’

lilnsult to :Lntel].l,gencea

’-_slxth the hlghway SLtuatlon probably represents the
most backward area of polltlcal management 1n New Jersey° Thls‘
does not mean the nghway Department It refers to the totally

lnadequate pollcy of the State ln 1gnor1ng the actuarlal

necess1t1es of such a serv1ce° The threadlng of hlghways 1s j“'f"

__not a problem of government' ltqs a problem of managlng a.

servmcec, Thlnklng in- thls area is most archalc because lt ls;i

mostly polltlcal and unreallstlcol It has 1ts bearlng on the ,!

‘unnecessarlly hlgh expendlture total of the Statea,

| Seventh ln these matters we must sooner orllater
face up to a hlstory whlch shows that the people we have beenlw
relylng upon as tax experts eannot be taken serlouslya What iii
they have been glv1ng us has at best been llttle more than } “

half baked They have lgnored half o'

he subgect - the tax o

‘base,, In other Wordsv there are two fundamental sets of

factors lnvolved ln sound thlnklng about taxatlono‘ One hasiiwp'
to do Wlth the revenue s:ld,e9 lneludlng the klnds of taxes |
and the ratesev The other has to do Wlth the tax base 'or

what lS to be taxed : Ratlonal attentlon to the problem |

1nvolved calls for a careful balanclng of one agalnst the - vh :

Vother and the malntenance of some sense of proportlono F¢?n"
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a generatlon at least this has not been done, In order to
keep an economy golng, you have to keep the tax base growing.
The so-called experts don“t seem to have found out how to do
thls yet » ﬁ ‘_ Vd
| Flnally, I submit that a questlon whlch should be |
glvenAcon51deratlon before any questlon of expendltures or
vtaxatlon 1s. What should be the chlef.features-of economic
policy of the State of New Jersey? This.ﬁould include’how'to'

define and measure the overhead expense"of the economy and how

to regulate it in the 1nterests of malntalnlng a g01n§-concern :

' economy, Fundamentally, gentlemen ‘we have an economy in
liquidation.

Merely because the federal government and other

"stqtes have been careenlng recklessly down the crooked path of’

polltlcal degeneratlon 1s no reason why New Jersey should do
the same. Why should New Jersey spend six bllllon dollars a
year on nonproductlve overhead? There is an unparalled oppor~
\tunlty for it to be dlfferent and tovmake some contrlbutlon

toward stopplng the mad fllght toward the destructlon of the

value of the money of the United States and putting the entire

country . lnto the hands of polltlcal recelvers.
If the people hav1ng the. 1n1t1at1ve in polltlcal
affalrs in New Jersey show thet they are sens1tlve to such

con81deratlons, they w1ll in part Justlfy the falth reprea

sented by the enormous 1nvestments of those who have put thelr

capltal to work in New Jersey durlng the past generatlon. If~
they don't they w1ll start a movement Whlch flrst w1ll slow
down 1nvestment 1n New Jersey and then start an exodus of

capltal to places where there appears to be a better prospect
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of politicalfresponsibilityb

Gentlen.en9 the remedy for too much of somethlng
is not more of the same thlng,. Thank you.,

MR. TOOLAN:  Mr. Chairman -

ivm 'ALEXANDER: Mr, Toolan.

MR TOOLAN Mr. Jones, are you speaklng on’ your o
own behalf or on behalf of anybody else?

MR,,JONES. Not on behalf of anybody but myself

MR, TOOLAN,' And would,you m;nd stating for the
record Whatbyoﬁr'brofession or'calling is?

>MR.‘JONES: 1 have.been}a professionalfeCOnomist
for 50 years and have worked for the larger corporatlons9
the government9 and for varlous 1nterests, the Rockefellers
nd people like that I have been 1n an-unusual pOSltlon in
that 1 have been perhaps called upon to spend more of other
people's money and time on;: studylng how to organlze and
manage the national economy than anyone else that I know of -
not that,l have found out too much,about it, except‘that 1
have fodn&»gutfa great.deal aboﬁt what is wrong. 1 wish i l
knew hownto repair it. I don“t” 1 can,only-come along and
hope to sound this klnd of note of warnlng9 because thls

substantlally 1s what I am gomng to. say whenever I get a

' chance from now on in the State of New Jerseya I thlnk the o

time has come when we have to face the fact that we left
entirely too much to polltlcs and pollt1c1ans and whlle I
have great respect for many of them as 1nd1v1duals, I thlnk
as a profeSSLOn they have not made a very good record, and I

think we ought to do somethlng about it.
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MR, TOOLAN: Whom do you[think*wé;Canfturnait,over_
to? e e e _ | : o
MR. JONES: I doﬁ*t-knoﬁ.wwl.donvﬁ Seé anybody
who would be satlsfactory rlght now, se I thlnk the maln
~thing we should do is to try and get the men we have to use‘

better 1@3383,43"

MR, TOOLAN: - Do ‘you have a copy of your statement?

‘MR, JONES: Yes, 1 haveo.r-“_ - |
f‘MR,}TOGLAR: ‘I wonder if you would send to the
Commission‘a littie hlstorlcal»statementlw1th.respect-tq'
your -background, tralnlng - | _
MR, JONES: = Well, 1t°s in Who s Who. I can send
you,agmore”elaborateﬂdescrlptlon if you WLSh;* o

-;MRWﬁTOOLAK:” I beg your pardon.

MR, JONES: . I say, it's in Who! s Who ‘in Amerlca.f"

I can send you;a-more elaborate»one if you.w;sh.vylt-can beV -

made as elaborate as necessary..

MR, ALEXANDER;. Are there other questlons of Mr,

Jones? | |
DR. ASHBY: - I,havexone,.‘would you say, Mr.
, JonéS,:thai theVSfate‘UniVérsityjiS’nbn-produgtive?

MR ’JONE°”"f I WOUld’SaY“from”ancecénomy*Standpoint

"and the standp01nt of malntalnlng the actuarlal basis of the_’“

economy, you would have to con31der 1t so,v I don't say so in
a sentlmental sense; that- 1s, I thlnk 1t has value ‘within -
llm;ts, althoughVI-happenato_have,spent~a~great deal of time

and money on x-raying universities and I would have a great

deal by way of reservation about them;‘?I[dOh't;saY'that they

are worth what they cost either.
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MR TOOLAN What sta dards are you u31ng When

| you state that they are net Werth” gat they cost, meanlng ,:'g_jj“.

the State Un1vers1ty?

MR, JONES°' Well the elementary standards of
feconomy, and that :l.,s,7 flrst resultsg You take what results
'yeu expect or what results they proJect and you measure them o
on. the basxs of what they have aehleved They don t even set
nup crlterla by whlch they can be Judged ln publlc seheol

'educatlono. I mlght say that I have had to battle thls subject .

rjphllosophlcally behlnd the scenes for 30 years w1th the great

. gods who turn loose most of thls hooey that 1s put out in

-Justlflcatlon of present publlcischcol educatlon,- T know g;

‘them. personally9 and they are all unlted on one propaganda4fjw
shlbboleth namely9 there 1s nothlng the matter Wlth publlc v
school educatlon that mere meney won*t cureol And that is not'
Vso and never Was, But you can go dewn the llne and make a |
‘regular sclentlflc assessment of. publlc sehoel edueatlon lf
'you want to and they Wlll net pass on very many of the Y
.crlterla that you weuld usee¢vfu | | :

| | The thlng that lS needed ls for semeone Who lS eot
fan edueator or a group who are net edueaters9 to smt dewn and
VldeSlgn a program @f educatlen for the publlc sehocls that
would be 1n the publlc lnterestov I don“t mean te say that
the educatorsshould be 1gn@red I thlnk that'they should bel7{
scons1dered Most of them are well«meanlng and wellnlntentlened
But the whole setup Ls 1n a degeneratlve trend and lt seems u"'
_messlble te get 1t eut ef lt and I don*t thlnk we should gof: o
on pourlng mere meney lnte lt untll we flnd a Way to flt lt =

- to What 1s needed and you have get to arrlve at a eonelusxon,”
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Dubllcly as to what you need, what you Want for public school
educatlon, you cannot leave it to the experts and the National
Education Assoc;atx:n_or a Tegchers College, or to the:U.Sfﬂ
Bureau of Education. A ‘ |

B MR, ALEXANDER:. Could I ask you, Mr. Jones, is

there a publlc school system anywhere in this country that

you think measures up to the standards»that you believe in?

h MR, JONES._ I don't know. I‘haven’t made a ’
spec1al effort to look 1nto it, I havé héd to do with several
thousands of projects anducrganlzétions so that I seldom have
a‘chancé to govback and see whether this has happened. So I
couldn't say whether thefe is or not. I have no doubt theré;
might Be,} 1 once was Director of Personnel for Thomas Edison
at G?ange.many years ago, He said one thing that always
impressed me, and that was thatmhe‘had found at one time at
sevenvor eight piédes in the world different people had about
the same idea; in other Words,van.invention was seldoﬁ entirely
original and exclusive to that one person - the same thing
happened somewhere else in the world without the knowledge
of any of the.bﬂrties.',So’l would say that there are}many
other people who would have these same ldeas, because what I
am talking about is Just elementary organization engineering
and, of course, educat;on is the last bulwark and they have
resisted iﬁ for L0 years that I know of. I personally had té
X-ray univefsities and colleges and many schools myself, so
I can-tgll you thaf this kind of elementary thinking has not
yet been‘takén up and has not penetrated education. They
have dug inlbehind:a¢adémic.freed0m and'a lot of other devices
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designed to réally Qonéeal_orkeep them from the necessity
of reélly thinking. _ ) .

MR, ALEXANDER: Thank you very much.

- Are there éﬁy othef questions of_Mr, Jones?
[No question] _ »‘ ' ‘
| Weilﬁbl believe, then, thaf this will conclude
the hearing this afternoon. .I‘wantvto‘thank everybody for
remaining within the time, Iﬂaléo want to_say‘thét we will

convene again tomorrow morning at 10 o'clock, same place.
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Steps to COpe with these condltlons will greatly 1ncrease the c05t of public

educatlon, but unless there 1s state asslstance only the taxpayers of the core

01t1es will have to pay the blll. Flnally, 1ncreased aid should be given those o

cities that furnish free library services to suburbahites. In the cese-of,
Newark,_vthe city's excellent musehm is Open‘to all and shouid certainly
ureceive broad financial support from its entire service'eree.: In summary,
whereas a half century“ago the rural areas needed Special-state assistance and
participation, the heed is now‘in the-core cities;' The only effective method
of ending the vicious cycle in whlch c1t1es are enmeshed is for the State to
pay its fair prOportlon of the costs of these services. '

Furthermore, the soc1a1 functlons of health, welfare, hospltals and
special eduCatlon as,well as hlghWays‘are truly State respon51b111ties. The
Stete‘has’recoghized its‘re8ponsibiiity‘by requiring‘muniCipalities and
‘counties‘to assume these,fcnctions,~‘Yetvthe State has not‘matched itsv
concern for thesevprobiems wiﬁh any edequeteressumption ofrfihancial'
responsibili.ty on its own pa‘,rﬁ, ) o

'ReCently_the Stete has shown a very tangible'concern for ﬁhe
: devastationvcaused the New‘Jersey‘shoreelihe hy the March storm. I egree
that New Jersey'shoule take steps"toiassist.those unfortunate areas.
Nevertheless, I contend that a State program to help urban areas overcome‘
their phy51cal and economic er051on should be of much more v1tal concern,v
since it would affectvmany times as.many,Citizens, many‘of low income and
unable tovhelphthemselves; | | | |

In addltlon to thelr 1nadequacy, present state‘aid programs have
another serlous defect. A few years ago State school a1d was con51derably

increased,
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' Thls had the effect: of holdlng down local school taxes for only two years.

"The reason -- the program was for a flxed dollar amount - which. means an

ever-decrea51ng percentage of state revenues. 1n a grow1ng economy, Anothér‘

example ~-- State ald to munlclpal and county roads, flxed at actual dollar

, totals, amounted to 28A of the State s gasollne tax and l1cense fee reVenues :
in 1951.'-In 1961'1t amounted to‘9 5%; New~Jersey‘shouldvfollowvthe example-m-
'of most other states and prov1de that a certaln percentage of State revenues

shall go to,1ts various ald_programs; In this way the State will continue

to'pay its_proﬁerrshare*of these'everbmore»costly governmental serylces.'
My final points are in the interest of the overtaxed.homeomner;
Taxes on re51dent1al propertles in core cities, already too hlgh became
even higher under the mandatory revaluatlon program, with the result that
they are now almost unbearable. ‘The moat-direct_and effective method of
providing reliéf'mould be:throngh‘alhomesteadfeXemption law, This would be

an important inducement to hold homeowners' in the city and for our central

cities to surviveythese people must be retained., Furthermore, lower taxes

" ‘would provide a major ‘stimulus to neighborhood rehabilitation and’

conservation, key factors in urban renewal, Another major reform”would,be
the estahliShment of uniform, county-wide asSessments by qualifieddaasessors.
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 Comm1551on

~in 1957. ThlS would be a'real step forward in brlnging order out of. the

”chacs that 1s now the New Jersey property tax system.
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i:In»conclnsien, I.wish_to.essure you of my snppont’end ’
of the support of,the,City O§‘Newark‘es'yon.qefryeon‘your
deliberations. Yonrs'is theom0st mOmentous task now being;..
performed by any agency of the Stete of New Jersey,j.l Wish'
~you the greatest success.
MR ALEXANDER'j Thank you, Mr, Mayor,‘ Are there any
lquestlons by members of the Gomm1881on or the Adv1sory Commlttee7
Thank you very much v | |
| The next w1tness w1ll be the representatlve of the‘
'vNew Jersey Congress of Parents end TeacherSO' |
| " Wonld you come forward |
Thls 1s M’rso Kenneth W, Lathrope°
MRS . KENNETH w LATHROPE-? 1 am Mrs. Kenneth W.

_Lathrope, Pres1dent of the New Jersey Congress of Parents and

-rTeachers which has a membershlp of 486 492

Thls organlzatlon for many years hes had a great concern

for the menner 1n Whlch publlc educatlon ls flnanCLally supported
It was among the flrst groups in the State to recognlze the
need for a change in the tax structure and to actlvely endorse
and publlclze the concept of a broadened base tax for school
‘support in New Jersey. e

| ‘The Nen?JerseyvCongress~Of_Parents»end‘$eachens>is
primarilyvinterestedninschildrenhend‘schools, It belienes'in
| and wants good schools, the:kind‘thatedo something'important
to and for’onfjchiidfen,vand prepere'them fOr,aoWOrid whicn
contains Laos,‘the[Congo;‘Fidel Cestno;’Mrethrushchev, space':"
travel and the‘hydrogen-bor'ﬂ.b° |

- New Jefsey 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 be., Here are some of -

" the very obvious reasons for this condition which concerns

our membership:

Parents are greatly concerned to note that New Jersey

" schools aré'using far.too»manyvteachérs who do not hold

standard State certificates for their positions, and that
this numbér is increasing every year. - We know why, of course,

There has been a shortage of qualified teachers just when our

vschobls were growing fésteSta' Most communities would be'ablé,

however, to find fully certified and qualified teachers for

.'their‘classrooms'if they were able to pay high enough salaries.

Parents are concerned 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 communities did

“not have or would not vote the'money.te'build needed schools

in time., This is:aISO'true of the thousands of childfen.

going to school in what our Stéte Department'calls sub=-
standard classrooms., |

There are many other school conditions Whiéh*make parent-
teacher members unhappy, Let me Just enumérate'a7féw without
comment. Oversize classes, inadequate~administratiVe'

supervision, insufficient libraries and library books,

absence of student guidance departments, substandard health

‘and recreation programs, elimination of cultural arts depart-

ments and many more., -
‘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 reason, of course, was

because the local property taxpayer couldanotﬂafford to provide

the necessary funds. We also know,,because we have looked
ahead, that éven more pupils will be in our schools over

the next few years. It is going to cost money just to keep

our schools where they are. But this is not enough; we think

they should be better yet.
School budgets and bond issues have. been voted down '
1argely because the taxpayers feel unable to. pay the hlgher

 local property tax. We see no 81gns that they are unw1lllng

to pay fair taxes fbr good schools, We are convinced that the -

biggest roadblock in'cor:ectingvschool conditions which need
correction and to'vmaking funds available to meet inevitable
increases,infschocl costs is our present system;ofiraising,_
SChobl,money.- inadequate:State school aid and too greatul

reliance on local property taxes. Therefore our organization -

believes there is a needAand now is the time for major changes

1n our state tax system,

Because New Jersey already has almost the hlghest
'property taxes in the Nation, and such taxes now involve
wide_inequities ameng taxpayers and with this'system,valmost’
every increase,in schebi coste_forces these‘lqcal'property
taxes even,higher; and because cost of education will con-
tinue to rise and atsﬁbstantial‘increase‘in state school aid -
is the oﬁly practiCal way to aeeist Local distriete to |
meet these r1s1ng costs; and because adequate state aid for

' educatlon, as well as other areas of state responslblllty
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cannot be forthcomlng under the present tax structure we urge‘
the recommendatlon of a broadened tax base.-

Thank youe ‘ _ _ S -

MR ALEXANDER.. Thank you,- Mrs. Lathrope, -

Are there any questlons? o ' '

I belleve notQ' Thank you°

The next w1tness w1ll be the representatlve of '
the New Jersey Manufacturers Assoclatlon,f | |

H RUSSELL BROWN My name is H Russell Brown.
1 am Ass1stant Treasurer of John A Roebllng s Sons D1v1s1on 1‘*
of the Colorado Fuel & Iron Corporatlon, and appear here 1n |
“‘my capacity as. Chalrman and spokesman for the Commlttee on
.Taxatlon of the New Jersey. Manufacturers Assoclatlon,‘whlch |
‘vcurrently enrolls 12 000 employer members in New Jersey°
& “The Comm1351on on State Tax Pollcy has been dlrected
- by ‘Joint Resolutlon 5 to "undertake a comprehen81ve re=
.h examlnatlon ofﬁthe‘entlre.State_and-localhtax structure and

zoffthe taxfreSOurces'of'the'Stateyand'its}polltlcal sub-

‘»d1v131ons to determlne to what extent the,exlstlng tax
structure should be modlfled e To 1nsure eQuity between'the’
needs of government at all levels ‘and the financiallresources’“
aObeoth buslness and:prlvate*taxpayers?‘the-Commission bears
a heavy respons:l.bllltyo Most-everyone'now récdgnizes thatn'
New Jersey faces maJor tax. problems at both State. and local
levels, and‘that'no'sound:solutlon can‘any‘longer belbased
. upon.a-piecemeal or yearntoeyear approachbi B
| _ln-itshCommittee’seSsions held over'thezpaSt‘several

-years, and in its expressed policy Statements,N,JolManUfacturers“
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Association has sought'to strike 2 balance between the interests
of ‘business and industry and the economic well being of the
State'!s citizens. Such interests are basically one and the same.

As 1ndustry prospers in New Jersey, so do those whom it employs,

Paychecks and salaries are spent, largely in New Jersey where these
people live, and the grocer, the auto dealer and salesmen all prosper.
If an industry or plant leaves New Jersey, we all suffer.'

Our courts, our labor leaders, and our Governors have all
spoken out 1n recent years about the hodge-podge structure and
inequality of taxes 1n New Jersey. Every property owner-knows that
our 1oca1 property,taxes are close,to‘theﬂhighest in. the natilon, and
that'any‘further‘substantial‘riselof‘eosts,in that'direction'cannot
be tolerated.r’We know that onr courts have time and time again
‘hinted and directed that tax equalization must be achieved. Leaders
of organiged‘iabor have indicated well—founded_concern about the
-need for serions_labor-business-government‘consultation,to create a
program_which might retain'and_attract Job_opportunities. - Governor

,Meyner stated-in 1959 that 4o, 000 new Jobs'must be»created and found

in New Jersey each year to meet the needs of our expanding population.’

Chances to achieve the growth necessary to create ‘new Jobs are .
seriously impaired by heavy taxes now imposed upon the New Jersey
business,commnnity,”particularly:uponvbnsiness personal property,
Governor Hughes 1s on record that he "doesn't care mnch" for the
taxes imposed on business personalty,; and recognized at a press
conference,held"cn:March’13.of this year that‘thevbusinesslpersonal
property tax was "a~general headache to small business."

We have all heard much recently about~product competition
from abroad,_bnt haye pald too little heed to the keen competition
for industry and jobs New Jersey faces from its neighboring,states.

Industrial development experts, while vigorously proclaiming
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:tbeen New Jersey JObS to our neighboring states olbc

-~fother words, a company contemplating a. maJor investment for a new5§

fall of New Jersey s advantages to industry, must concede two important.

'{'deterrents to 1ocation here which send Jobs that_could easily have ’?“7

ew"York and

Pennsylvania. One is the fact that both states have publicly-,.

'financed industrial development authorities offering easy financing

‘}for new industry The other is the fact that neither New“York nor

:Pennsylvania taxes tangible personal property used in busine:sﬁhfiﬁ”'fﬂ

Vplant in one of the three states would find in New Jersey very high
;property taxes on his machinery, equipment and inventories as]_étgif
'-compared with none assessed in. the other two states.. It takes a

| lot of other advantages to offset this local tax factor._

No better demonstration is needed of the inequities that

,vexist in the assessment and taxation of business personal property--?'
, machinery, equipment and inventories--than the recent experience underf
VVChapter 51 of the Laws of 1960 For two successive years, this ill- |
- fated effort to reform property taxation has been delayed because of
"i,taxpayer resistance.r Despite efforts to make Chapter 51 as palatable ,
-as possible, the complexities 1nvolved in equal assessment and |
ftaxation of business personal property are almost insurmountable,iap'-
'i It is the belief of the Committee on Taxation of ‘the New: Jersey
: Manufacturers Association that the provisions of Chapter 51 that‘
: —apply to business personalty cannot be repaired, but instead mustfpf;f;

~ be replaced through a completely new approach to the subject

To the extent that the needs of government at all 1evels S

: for additional revenue can be justified ~and to make the chore ofh;i"
;paying taxes less onerous, if possible, for all of us, New Jersey :

"Manufacturers Association recommends a fundamental reorganization,a."
’based upon preliminary study, of State and municipal tax structureslf'

fand sources of receipts as follows.;
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SRR Increase the State corporate net income tax rate
' from the current 1-3/4% to 5%, and at the same time consider. a
revision of the sales allocation formula 80 that it no longer
«penalizes New Jersey producers. avj; - ,RN‘}_. - : ,

. 2., Tax the net income of unincorporated businesses
‘operating 1n New Jersey at the same new rate - 5%.je :

o 3.. Legislate a 1imited sales and use tax,_at a rate o
gwhich may range from 1% to 3%, as may: ‘be found- necessary, to_;,,,~‘f.f'
;produce revenues the need for which can be Justified e

For the continued prosperity of all of us in New Jersey,

“:3business and farm personal
‘ nery,and equipment)

} According‘to the bes_fofficial figuresiwi ilal M_chépfiscai: -
affyresults of the changes we suggest would be as. follows. f"" 3

"f»yNew revenue from

”‘3p]a);.Increase of corporate income tax

; -yv“from 1- 3/4% tQ 5% : R $ 49,500 000 :

v%fhb)ﬂdS% taxiot income of unincorporated >f**_ IR IR RS
R gbusinesses:_not now taxed L a,‘[fpu:7f‘*12?599399917“

a0

'71QLoss in revenues from rep aled taxes-*ﬁthj;”*ﬁ

Business and farm personal e T
_property taxes f,h_,~, $ 91 ooo ,000

Less recovered thpough sub~‘ fg;" . IR EA
‘stituted utility taX"‘ SRS ' TR
(see page 7) O 19 OOO OOOr!‘:'

$ 2, 000,000

Net Local Property Tax Loss.
. Tax on net worth of business 34,000, oooif;ﬁ.c"

‘Total to be. replaced "]57;i;~§§'o5 106 ooo 000

| Net increased revenues from BRI A ;Ig,':_ . TR
| proposed changes _}i-'“5‘ i ',$-66,QO0,00Q
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v ln‘recommending this suggested‘program>of‘basic tax reform‘
Wetdo‘not retreat‘from'our long-recorded urgingS'offthe needjfor all
p0331b1e economies in State and local government We COntinue‘to -
insist that every need for a dollar in tax revenue, derived from what-
ever ‘source or for whatever purpose, be fully Justified and documented.
We: recognize that demands for - expenditures at thelocal level are
pressing, but no more SO than the - need for relief of property taxes
Vimposed at the municipalllevel. If any‘such,program aSuwe=suggest =
:is}adopted taxes nOW»reCeived“for'lOCalvuse and eliminated must at
1east be replaced, and more, by the adoption of ‘an appropriate formula 7
for the return of new taxes,vcollected and paid to the State, for
municipal useeb

| There- w1ll 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 exemptionsas to make thev"
base of the new tax they advocate less than broad and to so reduce
:its production of revenues as to make 1t less than a solution to any
“problem which may eXist "

A sales tax, if needed, can and should be SO fashioned as to

: make its 1mpact general but still’ least upon: the citizen less in
}p031tion to pay Certainly necess1ties such as food purchases for
-home consumption and medicines ‘and- drugs should be exempt, ‘and our
income" production figures are so calculated The 1oss of revenuese
.Wthh would follow the exemption of other purchases ‘would have a f'
:bearing upon the rate of tax which would be imposed - Rent payments,’.
gasoline and- cigarettes would be " exempt from any such: tax. The impact

upon local business should be weighed against the imposition of any
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sales tax_upon hotel occupancy and the considerable tourist revenue to
be derived therefrom. Whatever thevultimate decision with respect-to
exemptions from any such tax‘might be, it should not provide for exemp-
tions so different from those allowed from the sales taxes imposed by
our neighboring States or cities'asfto drive 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) The -exemptlions from a sales tax encompass many
' of the fundamental expenses of those in low

- imcome brackets,

b) Business interests would also be paying the -
' sales tax; and.

‘¢) The burden of colleCtion, record keeping and |
administration is less upon the individual and
the State, and must be borne primarlly by the
businessman. v
. Taxes on business inventories held‘in New Jersey, and-on-
business machinery and equipment are a:major deterrent to our‘economic
growth, Exemptions provided by recent laws for "raw material,” for :
example, have caused the knowledgeable personnel of the State Divi-
sion of Taxation and hard working advisoryvcommitteesvmany headaches B
in attempting to draw lines, suggest definitions and draft regulations.
On June 30, 1958, New Jersey Manufacturers Association went on-
record before the State,Senatevthat the personal property tax on,
business 1nventor1es, not imposed by eltner'New York or”PennSylvania,”
was "one of the most serious deterrents 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

on February 11, 1959, we again recommended ‘to. the Legislature that
the proposed tax on bus1ness inventories not be enacted - On Feb-
ruary 17, 1960, we urged the need, under pressure of court decisionssi
to come to~somewconclusion~promptlya While stating that: "Assembly
Bill 198 does not concede most of the objectives sought by our t"
committee , we suggested that its enactment seemed to be "the most
practical solution offered to date" | |
- The replacement formula envisioned by the Ninth Annual Report
of the~Commission on'State‘Tax Policy was notvcompletely_followed in
the enactment of Chapter 51-of the Laws of l960,i The”problems«Since

discovered and stillvnotjfully‘s01Ved~convinced'the’Legislature'that\

a second postponement of the effective date was necessary,u>'

‘In suggesting that_taxes on all tangible personal'property '
used in business be repealed we’have had‘in‘mind-the“necessitydtou"

maintain equity of the tax burden, and to preserve eXisting tam“”

- revenues, where proper. Although'm0st public utilities are taxed

on their gross receipts rather than personal property, & feW«-ai”:h
primarily telephone and telegraph companies -- 8till 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 replaoe-

ment. tax at a rate sufficient to: produce tax,reyenue in line with

that now derived from personal property,

Lest 1t be sald that we, as representatives of business, seek
tax relief at the,expenseiof:others,;may IpreVert-tormytinitial |
recommendation:that<the;tax‘on*net'profits~of business ogarationsabe*”
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substantially-increased‘and,expandedbjAIn urging,that‘certain taxes
on the,business.community bejeliminated,bandfthat other taxes at

considerably higher,ratesjbe 1mposed,,wevexpress,conviction;in,the

theory that,necéSsary revenues should%be_derivedrin the most equitablﬂ‘

manner possible,ulTaxes'which’must,begpa;d;by both incorporated and =
unincorporated businesses alike should be attuned to economic
activities indulged by each taxpayer in each year. |
Our suggestions comprise a tax package.< Higher taxes cannot

properly be imposed.on business net 1ncome without relief from heavy
1ocal_taxes now_imposed;upon\business‘personal property, IffthGSB"
‘suggestions, coming as‘they do from an'employer»organization,—may seem
‘revolutionary, it ‘should «be remembered that . employers, too, are people,
and that New Jersey Manufacturers Association speaks for a group of
employers most of whom employ less than. twenty-five persons.: For a
small employer,nthe substitutioniof a business income tax that could .
;be filed simply by:using.his‘federalfreturn as a gulde 1n place of -
the stillfcomplicatedsreport form andfunpopular tax rGQuired'by;‘v- o
Chapter 51, wouldwproride aﬁsunstantial relief |

' ,The objective of our. package proposals is two fold't

First - To place the . cost of government on a sounder
and more equitable basis, and

"Second - To give impetus to industrial development,
-and thereby create new Jjob opportunities in New Jersey,h,«,;

) - Any move to adopt only part of the proposal would do violence
to the attainment of thesevobjectives and serve;to‘worsen‘theppresent.
situation. |

" In your'oonduct«Ofpthisnbasic,review of-governmental’needs
forﬁrevenues and study of practical sources from which to raise them,
New Jersey Manufacturers Association stands ready to render,any

gservice sought, and to cooperate in every way.
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MR ALEXANDER; 'Thaﬁk youyﬁeiy mﬁéh Mr Brbwn,

I have one questlon that I wculd llke to ask and I
think Senator Dumont WllT have a’ questlon9 and perhaps othergo

I wonder if you.would be a llttle more speCLch
regardingiﬁhe‘férmulé 6r meth6d>tﬁat &ou'ﬁauidvﬁse in case
éf'eliminétion Qf the persdnéllproPérfyitaxlin méking the
'muhicipaiitieé whole or better, B . -

MR. BROWN: Wéllg'as youvmight guesS; Mro‘éléxandérv
I do mot knoﬁ'the‘anéwer; And the method of gétting revenueﬂ
from the'Stéte level down tb the muhicipalitie wouLd be a V
dlfflcult one but one whlch I know is solved in most other ”
states. u - N

Any state that has a sales tax or a personal inéome'
tax knows a lot about:théfg I must admit thatIWé do not
have an answer.tb that and I &oﬁ?t think the State does.

As an example we are currently sendlng school aid
down on a formula and I thlnk one could be developed |

I don't want to attempt to say that in a changelof
taxes that some pebple won?t get hurt because if you are
going to create équity‘in éaXes somebody haé to geé hurﬁ
and somébbdy has to benefit. The fact fhaf some peoplé‘get .
hurt in a readjustment of New Jersey taxes doés'ﬁof make that
method anythlng 1mpropero | | | o

So that I do mot have any solution to that and I
admit that i§ a’ﬁéj6r'prob1em;”but one which could be solved
through, I thlnk the DlVlSlon of Tahatlonﬂ ’1 éxpéct tﬁeyb
‘would come up WLth a solution and I am sure the Leglslature,
would have some 1deas°', |
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MR. ALEXANDER: .Spoakiﬁg'of that,vSenator Dumonta
SENATOR DUMONT : Mra_Browo on page 8 of your. report
you talk about the "unpopular tax" requlred by Chapter 51
And at thls_polnt I want to oorrectfthat right now, .
pThere isn't anything about Chapter 51 that_reguiros
a new‘tax.v Now somevof‘itspopponents‘misrepresent the Chaptor
~to the effect‘that they said_it did require a tax, It doe_snlt°
We havejhad inventory téxeé andpmachinery and equipment takes
in Newljersoy for years,i.So that when you say anv?unpopular
taxnréqﬁired by CﬁapterISlﬁ; lbthink you ought to clarify it
tovbebsure that thé‘peoplofunderstand that this doesn?t :
\require.anytﬁing.différont froﬁ,wﬁat we have had'in Néw Jersey
for many years. R \ N : ‘
| - MR, BROWN° Sénator,_I~hopé you didn't inolude me in )
the ones that 1nd1cated 1t The ﬁord ﬁunpopular"fmay very
well be unpopular with a lot of people who -are g01ng to have
to start to pay for the flrstrtlme, I agree_w1thryoui 100
percent. o | " | ‘ |
:I willlnot retract'thatpit_wasngt unpopular becaﬁse
it appéréptly Wéé onpopular,- Itlwasvnot a new t_é;;_cq We (
have had a/tax lthew Jersey long beforé my~career in the>
tax buslness started and I thlnk your s and a lot of others
on personal propertj taxesv that has been adnlnlstered very
1nequ1tably. _ _
Chaptér Sl was an attempt to admlnlster 1t 1n equn.ty°
It was unpopular partlally because of the dlfflculty 1n
fllllng out the form, partlally because a lot of people for

the flrst tlme were GOlnd to be forced to pay a tax.,_
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I don't know whether I have'answered‘you or not,

It was nof a new téx, It was a¢tua11yva method of assessing
a tax that has been in existence for many years.

SENATOR DUMONT: Well is there anything wrong with
tfying to distribute over people who didn?t'pay the tax
before but who should have paid it, and making themn pay their
fair share?'.

MR; BROWN: I must admit to you that if we are going
to have a pefsonal pfoperty tax in‘New‘Jersey I very much
want it administered equitably and,propérlyo_

SENATOR DUMONT: Isn’t it true that members of your
Association were among thé'fbremost in the group that wanted
each year the postponement of Chapter 51 for another year?

MR, BROWN: I would sayvthat our Association finaily
‘urged our first propésal»this year ==- by the way, last year
our Association - I am talking now not about 1962 but 1961 -
I'knocked_my brains oufvgoing around the State working with
the Division of Taxation and with assessor groups to
acquaint the populace, and I will be satisfied to defend what
the New Jersey Manufacturéré Association did, We did not
have anything at all to do with the postponement of the tax
last year, | |

This year, in desperationg,we called on the
Legislature to vote on the bills. The year before, the post-
ponement tdok place after everybody had forms and we spent
a great deal of effort trying to acquaint the population of
the State with completing the forms,

This yeér we first urged consideration. We did not
urge postpohementa Finally, after an avalanche - we have 12;000
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‘ﬁembers -- after anvavalenehe frem those people;7some‘of,whom
- ma& have had u1terior motives,iﬁ not‘wantingtto pay the tax,”
urgingpue‘to werkpfor’pOStponementb’we seideto our members,
. ‘*If'YOﬁvbelieveeingpestponementp-centact your"legisletors.v-';

We did.nevérﬂaetively-Call‘for postponement;"

’SENATCR DUMONT;‘ In the course of replaCLng the bu31ness.b

Apersonal property tax o and let ‘me say that I agree w1th you

'so far as the 1nventory tax 1s concerned I thlnk 1t's a bad p
,tax and ought to be ellmlnated and replaced But when you
p:replace that as you prepose,’and the bu81ness machlnery and
“equlpment-tax —‘most of thls I note, or rather a portlon of

it. would be replaced out of any change in the tax structure

- in regard to buslness. So obv1ously you would expect that a

'portlon of a broadened tax base9 1f onhe were adopted would t:~'
be used to replace bu31ness personal property taxes,;_Is
‘that rlght7 | | A ”
| MR. BRONN, That s rlght | - | |
| >f:8EﬁATOR DUMONT : And you are asklng here for the i
llellmlnatlon of all buslness personal property tax, not
'rjust part of them but all of them, IS»th&t correct?
MR BQOWN That”s rlghto I want to make that
f vclear that ln eddltlon to lnventory there is machlnery and
'eequlpment That's what New York and Penneylvanla do, - They
’,do not tax mechlnery and equlpment B
If you don t mlnd I would llke to say one other
thlng on that machlnery and equlpment tax,' The'statlstlcs
| are just not avallable 1n Wew Jersey as to the taxablc value

§

‘oz machlnery and equlpment ln_New Jersey,
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Now I have been worklng w1th thls for a number of

years and.have been saylngg w1thout belng able to prove 1t,h

and no one can dlsprove 1t that under Chapter 51 there wan}'h}
golng to be a maJor sw1ng to bu31ness in personal property lu' B
taxes because machlnery and equlpment was to be taxed at the
same 1evel as real estate,” ER |

T thlnk that was wrong but you cannot prove 1t because’ht“

- we. dld not have the statlstlcs and the State dld not have 5‘

.thema

So that the ellmlnatlon of machlnery and equlpment _f_f

prlnc1pa11y what we thought of was to make 1t competltlve

with New York and Pennsylvanla,‘;.w

SENATOR DUMONT Do New York ana Pennsylvanla not

Ctax machlnery and equlpment in addltlon to not tax1ng

' 1nventor1es7

’ FR BROWN Nelther one of them9 nelther New York

nor Pennsylvanla tax machlnery and equlpment They do not

’have personal property taxesav;

- SENATOR DUMONT: Of any klnd’?

~-MR.'BROWN: Nb,_ In Pennsylvanla they have a 4 mlll

‘tax, or some such thlng9 Whlch is on 1ntan 1bles but they

h'do not have a tax on machlnery and equlpm.ent7 as such ‘They

tax real estate of bu81ness and thev get 1nto a debate9 as

you may read sometlmesg Whether an 1tem lS real estate or

'whether lt“s machlnery and equlpment ' I would not suggest ';

that anythlng that was part or real estate would not be ._7“'

'rexempt but you are in a very halrllne area° Tt can

' deflnltely be sald that nelther state taxes machlnery and R

equlpment,_



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, BRQNN: Yes, they afe. Those are figures which' g
have been developed, I think partially in conjunction with
the Division of Taxation and these various commiséions which
I have been working‘on over a period of years. Thosevare
estimates but they are good solid estimates. |

By the way, the 5% ratevwouid éompare - I think New
York has a 5 1/2% rate ohAcorporations. 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 exemptions, I think Federél Income
Tax. 7

I would like to get away from all of those fancy
things and have a solid percent figure so that our percent
in New Jersey_wbuld compare with the other states. That's
why we went from 1 3/4 to 5, v

SENATOR DUMONT: You said, in reply to Chairman
Aléxander's quesfibn, that - at least I think this is what
yvou said - that in any change in the tax structure sbmebody

has to be hurt or may be hurt.

<)

It seems to me here, and I recognize that you are
biased on behalf of business, 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;‘

v"MR;:BRéWN: Well, I“m4at quite a disadvantage
érguingvthis with you., I‘dén“t think that”s-fair;' I have
been playing pfetty.ﬁairﬁfor é‘number,of yéars.on'this,‘

I have tried to do the thing that is best for business and

’ fhe State of New Jersey. if anyone has the‘idea that by

hurting business you will benefit. the State of New Jersey,

-they are wrong.

' SENATOR DUMONT: I would be the last one to dispute

that with youAbuﬁ at the éame time it seems to me that your

'concerp here, in the replacement program that ybu'afe

advocating, is on behalf of business entirely rather than

~an over-all concern about some replacement or perhaps

reduttion tb thé p:dperty”tak burdenvgenerally in the Staﬁe°
MR, BROWN: Well I think we tried to say that we

were pnasenting a‘téx package and I assumed thatfthe 

Qommission was‘trying fo_lbok‘éﬁ an over-all tax program,

If it happens to benefit business, I assure yoﬁ there are =

| plenty of businesses, as soon as I get_finished, who would

like to get afterbme_for,proposing’a 5% corporate net
income tax, ' |

I_ddn't_want you to think that a lot of people

~aren't going'fo be hurt by that bécause-there are a lot

of businesses in New Jersey, in many places, that haven't

beén-paying much persdnal property tax and they would héve |

to pay a lot of,personalLincome tax. - There are,Plénty'of‘

busihesses that would be hurt by this proposition as well

as sqme that would be benefited.



SENATOR DUMONT: Thank you, Mr, Brown.,

MR, ALEXANDER: Are there other queétions?

Would you please identify ybursélf for the record?

SAUL STETIN:> I am Saul Stetin of the Textile |
Workers Unidn; _“b | |

MR. ALEXANDER: I introduced you before you vefe‘hereb

MR, STETIN: That's all righ-to o

Did you ﬁake intoAconsideration at all the'problem of
the really small businessmen when you ﬁroposed the 5%
corporation tax, with regard to any kind of exemption for
small businessmen? And;'secondlyg is there any consideration
in ihe other'étatéé for exemption of any kind where there is
such a corporation tax? |

MR, BROWN: T Havé been £illing out these returns in
a lot of étateé, I do not recali any exemptions for small<
business. ACtually, I’think the imposition of a 5% tax
on unincorporated business, as WQll as incérporated, could
be defended,

" One of the things, and these are wordsAI’guéss they
don't llke 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 A
made a profit, I feel a little badly about the man who has
had a loés,' . |

Under our prbposition you pay'fax when you have fhe
funds to pay it with. If you have a loss, you don't pay it.
The 5% rate is a fair rate and what is used generally in
the country. I don't see anything against that and I don't

see any reason why unincorporated businesses shouldn't share
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the tax problem on income the same'wayvas carpofated businésses
d°° . . |
.~ MR, ALEXANDER: Doéé'that answer ?our qﬁés’cion9 Mf}
Stetin7 o ‘ ‘ 
| MR. STETIN" Well, I Wasn“t>ahsweredias to whéﬁher
they gave 1t any con31deratlon 1n _your dlscu5810n and in
-the.deCLSlon you made to recommend thlso |
: MR, BROWN well actuallyg we did not con51der
that;, I would not propose -- as an example, on the Federal
there is a lower rate for_companles that make 1ess_than
$30,000 of $25,0CC in fhe federal tax, We did not discuss
that, o . | o | |
The problem of prov1dlng exemptlons produces less
revenue and has a tendency to push up rates., I don't thlnk
of the_S% rate as belng'conflscatory and I woﬁld want to
propose ; this is ?ersonally ﬁnd not our Committee becaﬁse
wé did not discuss it - that there.would'not be exemptibnso
MR ALEJ{ANDER° Thank youov Aré there other»questions?
Yes, Mr. Margolm. o | |
| SYDNEY 1 MARGOLIﬁﬁ' Isn't it a fact that there is no
definite iﬁformation:évailéblé‘as té what the full impéct
of Chapter 51-wbuld‘have been‘on industry and that the only
way that could have been ascertained is if the forms had
been flled as prov1ded for by law, and the reports would
have been‘analyzed by the Local Propercy Tax Bureaua‘
MR, BROWN: What you are saying there is exactly
right, that the information is ﬁot'available, and that's

why I tried to say that we think there would be a shift to



business in many localities., In some localities - I can
name you one as an example, in the City of Trenton they
tax‘bersonal property &ery heavily. In many other
communities they do not. 1In general,ll thought the opinion
was thét there would be a shift to busineés,‘ ﬁany tax
assessors thought there would be a shift to the homeowner,
in all fairness on that, and in many communities it wéuld
be. It is an answer that I agree with you the information
is not available, on machinery and eqﬁipmeﬁt,in particular.
- MR, MARGOLIN: So that your opposition was based
oﬁ a sefies of preéumptions, wasn‘t it? |
| ‘MR. BROWN:‘ My best ansﬁer is fhat the assumptiohs
were made by the assessor groups in the same way.

I think that many of the péople 6n our Advisory
Committeé, who did not agree with me, found by‘discussion
with taxpayers that the éhift would be much more substantial
to business than they eﬁer anticipated. |

If you think that I wouldn't like to see the
answer, I would like to see the answer so’that we could -
if we wefe going to have a personal property tax, which'ﬁ
am against, that we would go about‘it eduitably instead of
an approach which could be disastrous,

MR. ALEXANDER: Thank you very much, Mr. Brown.

' I‘appreciate your getting all those questions and
answers. |

MR. BROWN: I didn't anticipate those.

Pk et

MR, ALRXANDER: The next witness will be the

tupt

representative of the Jersey City Chamber of Commerce.
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GEORGE I BAUMANN. Hr. Ghairman*end members of the

uommlss1on and the Adv1sory Gommlttee my.-name: 1f George N

~ J Baumann.( AT am Counsel Eor:. the Jersey ulty Chamber of .

Commerce and Chalrman ‘of. that organlzatlon s State and

,Tav Leglslatlon Commlttee. . o

i The Jersey Clty .Chamber of Gommerce has watched ln

thewe lncrea81ng demands for and upon the property taxes

in our State,‘ It has. been equally dlsheartenlng te take

'note that the. tex monles have not been returned 1n proportlon :
to the sum collected in the communltles paylng the larger share

f and who need: the greatest ald | |

The personal property tax has long been recognlzed

| and I mnputﬂng thls mlldly, as: a harsh tax. and that, as

vvthe 1aw is: presently conqtltnted tex llghtnlng can. strlke “
‘at~any’t1me.a Our organlzatlon has long been aware of these :

~1nequ1t1es, in fact we have constantly stressed that thereve

‘.zbe a broad rev1ew of the entlre.tax system.

8 I mlght 1nter3ect at thls 901nt ins looktng over
’_the flgures I saw that An 1951 the total tax agalnst
buslness personal property was about $42 500 000 and for
1961, accordlng to the DlVlSlon of Taxatlon Report 1tw1sr’
'«$89 920, 000, | ', '
To enswer ny frlend Mx, Mergolln s questlon we
did conduct a survey in our Chember to: flnd out what the
1mpact~of-0hapter-51,wouldube,ﬁ The survey 1ndlcated
'thet it was. gelnd to be qulte dlseetrous to many flrms.~
It 1s true,,and thls Cemm1ss1on has recognlzed the

‘ fact in every one of- your reports, ‘that the persenel



""'they tell us does not bear the market value:today that A

L ;property tex 1n New Jersey 1s probebly the most vaclous,

”ithe most obnox1ous tax thet one could heve, that 1f it

b“ffrwere enforced, 1t would drlve lndustry out of the State. e

eIt 1s practlcally what you have sald repeatedly 1n your

>Z“reports.“*""

So that the answer to that and you have recognlzed 1t

*szln your reports, LS that personal property taxes have lon« ff'”'

:ffbeen worked out by way of negotlatlone o
; In my c1ty, I thlnk 1n 1961 well ov
e in personel property tex was rea117ed :
. ,,”: I thlnk the 1mpact on bu31ness and non~res1dent1al
nproperty taxw1se 1s about 657 of: the property tax load

Just one example on thls Chapter 51 : Gne of our

*_i,old concerns manufacturlng concerns, has a lot of machlnery }T#-~"

”llfwhlch 1s really obsolete butrlt ls stlll on the premlses

]and 1t Ls used on’ occa51onm,'Under Chapter 51 you would heve

o to carry that and return 1t at 207 ef 1ts5book value, Whlch

f_orlglnal cost would be the factor and the‘book alue woul'x

‘:‘be very hlgh and they would be taxed on. someth‘ng;whlchf

j they would have to return 1t at Too, they“are very heavy ‘

'taxpayers even though 1t may be by negotlatlon°~fﬁany flrme

N

"efter applylng the formula found that theﬁr taxes,would ofe]:""' v

”~goods, ln Hudson County 1t has never been?i voked end we

;fdld take adventage of the 1aw Whlch permlttedﬂu‘ to do

‘“‘thls lawfully by adoptlng an ord:l.nen.ce,7 I belleve two or

~ $6 million
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,three years ago, -on that subJeeto-

To 'go on, - the constant tax demands placed on real

and personal property has put New Jersey in a poor competltlve:

‘pos1tlon in its effort to attract ‘as well as keep 1ndustry

in the State,,‘Ianersey~Cltyﬂwe_have“experlencedwthe.1033 of

:s;xUmagor}1ndustrieseinffour years to other areasvhaving a.
better tax climate,;tThere have been_many.otherlSmalter7firms

who followed the example set by the larger ones, . The impact

of an industrial»relocatiOn out of a community is obvious
by 1ts economlc and morale 1mpllcatlons,.

The 1ncon51stency of assessments, as well as

,nnreallstlcerat;os, has caused’ business to;shy away,from

our State. There have also been cases of persons acting in
the capacity of assessors whojarefnot_trained,of*even;
qualified;to-perform the duties'of,theirgoffiee;,,The'

latter situation may'be,rectified‘through'the establishment

.of_area.or_GOuntyFassessors; And. I believe that thls

Commission has in one of its. reports made such a recommendatlon.

‘With this history]in*mlnd ‘the Jersey Cltyvchamber

of;Commeroe addresseS-itself to thls hearlng and the problem

,confrontingvthis.Commissionoe There w111 no doubt be a.

great clamor for_afbroad-base-tax»ln one fashlon or another.

. We Cannot streSS enough»the-faetathat a new tax should not -
.be consldered untll present taxes have been proven unequal
to the creatlon of a tax-rellef fund ‘ A_taxerellef fund,;,'
_whether supplled-by present taxes or a new tax;-mnst\

‘effect a reductlon of the property tax . locally in an amount

equlvalent to the replacement money, The unrelleved

addition of.a'new tan to_present taxes w1ll only result in

m



'7fhtheleccncmic=undermining of ourtStateé Finally, the -

""idlstrlbutlon of a taerellef fund should be based on a. per R

';gﬁfcaplta formula° e

' In c1081ng I would llke to enpha31ze that a

'7comprehens1ve rev1ew of the ex1st1ng tax structure is

"*?fcruclal to the purpose cf the - Comm1351on,v If 1t is declded;-;
'A'that a new tax 1s necessary, based on the rev1ew, there .

. mUSt be a reductlon 1n ex1st1ng taxes and a falr share re--v

"5dlstr1butlon of the taxes collected Only then w1ll our
f: State be back on the road tc tax ratlonallty and w1ll our
hiState prospero:if,h-‘h‘ ' : '

| "”fﬁThank ?ouottat”‘ R

E?EMR .ALEaANDER. Thank you, Mr; Baumanno"

:‘fAre there any questlons? Senator Dumont

f?SENATOR DUWONT Mr.vBaumann, you Sald that you

’.conducted a: survey among your bu51ness people and that ‘the o

'Ulmposltlon of Chapter 51 would have Deen dlsastrous to some;j'

"?of your bu31ness people,p*i‘

MR BAUMANN That?s rlght

SENATOR DUMONT was thls because of the fact that :

:they had not been paylng or was thls because of the fact
“‘that the local tax assessor had not caught up w1th them in
°‘hthe past on" thls personal property tax7 i

MR BAUMANNoﬁ No9 not at all Senator,\these

' fare flrms that are paylnd a- very substantlal tax in Jersey :

"Zf"Clty today,ﬂ

SENATOR DUMONT, All rlght Now, this-ZOV?floor'

that was wrltten 1nto Chapter 51, you are assumlng 1t wouldﬁ

o2
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have been 907 prov1d1ng the percentage used by the Hudson
County Board of Taxatlon was. set at 100% under Chapter 51,
is that correct7:ﬁ e al “; h“ﬁ’ ST _h o
MR.:BAUMAVN It has already set that flgure of 100%.,-
- SENATOR DUMONT Well that would only apply in the
event that a county tax board however had used the 1007
.' ratio other than -- R
o MR BAUMANN In Hudson County 1t had flxed 100
and we knew that they were g01ng to contlnue f1x1ng 100%.JTL
SENATOR DUMON’I‘ Ien't 1t also true that before -
we passed Chapter 51 and the local mun1c1pa11t1es have the';'
option of pass1ng ordlnances to do away w1th the household
~ goods tax u‘lsn't it true that all the 12 mun1c1pallt1es 1n
Hudson County for some tlme prlor to that had not been
collectlng household goods tax? v R ’
MR BAUMANN' That 1s rlght _And the Question:§ouwf
put to me was put to me by Judge Gllckenhaus many years.aéol
_'when I appeared before thls Commlsslon when Dr° Sly was theu
Chalrman. , ‘. S
| SENATOR DUMONT. Thank you. “ e
_ WR ALEXANDER° Any other questlons7 jBen‘ienchteri
of ‘the Adv1sory Commlttee, | ""l ’ | 1' e‘;; h,.h,:r.
| MR LEUCHTER.' I would llke to ask the gentleman -
from Jersey Clty‘f If he flrst proposes a, $l 00 rednctlon
of ex1st1ng taxes for any dollar 1ncrease 1n new tates, this
presupposes a constant level of expendlture, no 1ncrease 1n
‘expendltures. If on the other hand the State faces any v:
r_lncrease in expendltures, elther on the State level or the

1ocal level lls ‘there any suggestlon from the Jersey City
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group then as to a source for new tax revenue?

M?. BAUMAﬁN° Well at fhi;Tpoiﬁ£MWé afé not‘prepared
to say that we have a source for new tax revenue but we do
say, nd your questlon really is my answer, the State has

certaln needs and these needs must,be solved, However,

the municipalities, as Mayor Carlin pointed out, particularly

the larger cities, have a desperate need todéilfor“ﬁofé‘
money.:"Theyocanhot‘aefive“an§‘mofé‘money outLof the property
tax, The property tax is Just choklng not only bu31ness but
also home owners., Resmdentlal property owners are sufferlng
tremendouolyd And ths may also be true in some’ of the
mushroomlng communltles 1n the suburbs that have had
populatlon exp1031ons,". |

I think this Commission and the Committee has a real
Jjob ahead because vou've got fo.coﬁé‘ﬁp‘wi%h the answers
and please everybody and it w;ll be qu1te a job As a
matter of fact on the income Lax 31tuatlon as far as
business is"conoernedg qulte a number ‘of years ago I
proposed a 3% business inoome tax - as a matter of fact
this Commission did but the Govoroor - who was Governor
thénAI doﬁ‘f:remembef"%‘préémptéd it by putfing in the
‘net worth tax, But I plead Wlth yous if p0851ble rellef
on personal property is necessary, I dldn t say 1t but
somebody else said 1t we 1ost U S Steel to this State
‘because of personal propercy and we don’t want to lose
any more J.ndustry° | B v

MR. ALE;{ANDER. Thank you. Any other questions?

Thank you very muoh, Mr, Baumann.
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Is Dr. G. W, Estyy,of*Princeton here? He will'be
-the’ mext witness. ! | |

While Dr. Esty.  is getting in placebl would like
to aschr, Niekereonvif,he'would stand up. I see he has
' arrived He is a member of the,Advisorleemmittee° Ve
are glad to see you. | ,

Mr, Stetin you have already been 1dent1f1ed I thlnk°

DR, G. W, ESTY:: Mro~Cha1rman and members of the
Comm1551on, my name is Geoffrey W. Esty, M.D., of Prlnceton,
~New Jersey. Although I am appearlng at thls hearlng as a
‘ property owner and a taxpayer I would llke to preface my.
remarks.WLth a very brief blographlcal note.whlch may help
to explainvmy interestbinbproblens of taxation. ”

| After'a.private praetice in pediatrics fer eight years

beforetthe war;.I,jeined the State Department,qf_Health full
vtime after the War, first with the Bureau of Maternal and
Child Health ’and‘thereafter for ten years as the Direétor
of the D1v1slon of Constructlve Health and more recently |
as the Dlstrlct State Health Offlcer of the Central Dlstrlct \
of the‘Departmentol,A little over a year and a half ago,
I was.placed on'loan by the State Department of Health to
m_the State Department of Educatlon as 1its Spec1al Consultant
'1n School Health My many afflllatlons 1nclude health;
: welfare and educatlonal organlzatlons9 several foundatlons
and more_recently membershlp on the-State Mental Health -

~ Commission.
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My concern with children, families, ill health, poverty, slums,
and delinquency has resulted over the many years in an active and continuous
inquiry into the behavioral and social sciences for possible'constructive and
positive ways of pfomoting»séund'total health and social relationships. A -
particular interest has been directed to thé 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 seldom give thought to the potentialities of in-
centive taxation, which would be in tune with instinctual hﬁmaﬁvbéhavior.
Take just one simple example of what I mean, If the owner 6f a slum housing
unit, acting perhaps as a public epirited citizen, should paint his building
or put in prbper.piﬁmbing and'repairs; hé'is penalized for this effort of
impfqvingbhis'properﬁy for the benefit of his teﬁaﬁts by an increass of his
property taxes, Hé, ﬁherefdre, tendsvtésrésist such improvements except
under'ﬁhé pehalty:of thé law, énd téﬁds fﬁrthermofe to cfowd:as‘many £énants
into the bullding as p0531b1e, in order to realize a maximum rental lncome.
It is readixy apparent, ‘therefore, that such pena11z1ng taxation perpet-
uates and even promotes the slum.

The proposal I would call to your attentlon, then, concerns the

taxatlon of site valueso It is an 1ncentive rather than a punltive form of

taxation, It will promate rafher than retard ‘the economye It would make

slums unprofitable, and encourage their eliminatlon with 1ess dependence

upon government sub31dy. The taxation of site values constitutes a natural

source of govermment revenue, for the values of sites are socmally created. N
It is not only fiscally sound, but is equitable and just as well, It is

simplé, not complex in its determination and administration, and its col=-:
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' 1ection and administrative .costs..are lower: than current forms ‘of property

taxation. The machinery'for 1ts application and collection is already in

operation. It would: tend to: lessen the ‘tax- burdens on home, farms and in- ,

ldustries through ‘the bringing in of new ratables, -and through corresponding 'Q‘»'

untaxing of- improvements to property.

L Examples of site value taxation abound over the’ world S This

 practical methodrhas,beenninxuse«forwmany years,rfor example, in- PittSburgh,fﬂb

Peruisyiwania, a part of Ganada,:in'Denmark,°Anstralia'and:Newlzealand;:”
Site value taxation should, of course, be collected on’the'local

municipal level,‘and shared as at present‘with the'connty;:hlt-is'not'ineivh”

ltended'to be’a source of"direct>State'revenue. waever, the resulting

improvement in the economy under site value taxation, as repeatedly demon-

strated in those areas where it has been adopted, would make less necessaryzv:

for communities and’ counties to be dependent upon State matching funds or

subsidies. | IR S o R
This proposal is not a temporary expedient. It is a baSicband

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 introduced in January,

| 1940, Similar legislation is currently under con31deration in the states ofA

_California, Michigan and Montana. |

I would respectfully submit Mr, Chairman, that New Jersey is

indeed at an historical cross-road, and that your Commission has the power '

to recommend either a method of incentive taxation, which will enhance the

future well-being of this State, or to suggest, 1nstead still other forms;
of pena1121ng taxation which may well hazard the future eCOnomic health of._ '

this State. Now is the crucial moment for the reevaluation and critical



study of thekentire tax structure along the'lihes here
recommended for your consideration., Although abundant

~ literature and educatienalzfacilities>are~aVaileble for

a thoughtful understanding of_site‘value-taxationg.this’is,, g

noét the time or place to consider details. I am, therefore,

only submitting to you at this time a reprint of HOUSE & HOME -

‘magazine?=published by Time9 Inc.yeof‘AUgust 1960, .- This

v entlre 1ssue of a recognized leadlng trade Journal was -
devoted to the con51deratlon of the crltlcal problem of ,”
1and prlces,and 1and use, lts effect‘upon hous1ng? urban ’

' renewal and the general economy, and a solutlon to most of
these problems through a system of land value taxatlon,t

I would slncerely urge the Comm1s51on and its
Adv1sory Commlttee carefully to study this 1ssue of HOUSE &
HOME. I would then be happy to adv1se where addltlenal
monographs9 research studies and blbllography may be
acQu1red | ‘

May I add a postscrlpt By a very coincidentg in
pmy mall thls mornlng? whlch I dldn t have a chance to read
'untll I came 1n here thls mornlng9 I brought 1t with me,

1 got a report from the Menagement.Surveys AseOCLatlon in
New York of avstudyvof Taxation and Urban Blight by the |
Tax Study Adv1sory Commlttee of Dayton, Ohlo,, And ef the
six polnts recommended as a result of thls long study and

‘ ana1y81s of Dayten s problem9 the 6th p01nt was that the
'countles should request ‘the leglslature to enact leglslatlon
permlttlng the adoptlon of a greater tax plan by local

o_ptlono A greater tax plan has referenceg b.s:.s:l.ca].,ly.,7 to

L8
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a greater tax on $ite,values? It's another one of the
studies being made over'thegcountryvon.various local ..
municipalities in this respect.

- Thank you very much, PR ‘

MR, ALEXANDER: Dr., Esty, I can assﬁre_youhwg'will .
study this with interest. |

I have one question.onlyﬁ,which is, in the case of =
a 1arge_cityiwhich has perhaps some slum areas, what would
the effect be of thé»proposed_plan that you are advocating?,
Would it be to decrease the revenue from those areas?

DR. ESTY: WNo. In most places where this has been

vadoptedg'as in Pittsburgh and in Scranton and in other

countries, Sidney, Australia, etc., what they have done is
they graded year by year untaxing of the improvements or.
the property and taxing equivalent amounts on site value.
So that the result iﬁ any particular area of that type is
likely to be equivalent to what is gotten in mow but it would 
act as a stimulation for improvement of property-and putting
the vacant areas in cities into use because of the
increasing site value taxation’recovery.

MR, ALEXANDER: Perhaps I could put the question
ancther way. . Ivcanlaee'hpw not)haviﬁg,an édditional»tax
when you impro?e,your site 1s an incentive to improve it,:.
but what I don't quite see is where the revenues that might
otherwise come in from improvements being taxed - where is
that made up? | | N

DR. ESTY: Well, as you increase:the amount of tax .

on the site and you decrease the amount on the slums,

Lo



buildings9 and you separate the site from'all'of the improve-
ments on the land, including some bﬁilding;'if you will, there
- will at first:be an'équivalent coming in, |

However, becausé.cf the fact that such buildings.
as ourvgéntleman'from JErsey City is'conffbhtéd“with9 it
would be relieved fromAincreasing téxation on‘the buiidingsa
Thé;cwherbwoﬁld fhen tend’to improve it, pﬁt'more peéple to
work, use more materialsb increase the éConomy genefally
in that.wayo This iébwhat has been done and has been
experienced; oh, about a hundredvyears'égo in Copenhagen,
Denmark, the housing or slums Weré éutomatically'eliminated
by this method of exemption on tax on the improvement and
in plécé a tax on this site. And wifhout’benefit of
gdvernment‘sUbsi&ies or anything of’thét sort, the slums
in Copenhagen, for‘example,,'disappearedo It increases the
whole economy in this fashion, "

- MR. TOOLAN: Could I ask this question?

MR, ALEXANDER: Surely. N

MR,fTOOLANi AssﬁmingAcontiguous pieces of'property
and on one piece of property you have a relatively unimproved
state, séy some building, and on the adjoining propérty
you erect a'modern9vhighupficed.structurev‘nowrare.you
' going to get the same amountVOf dollar taxation from each
of those pieces.ofvlénd or not?

~ DR. ESTY: Yes?‘so far as the site is concerned if

they are comparable and adjacent. This would force it imto

more adequate and proper use,
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MR. TOOLAN: The point is, oneisite_is;substantiallyb

-1mproved by -an excellent structure,_

DR, ESTY: That's rlght I (s B
_eMR, TOOLAN._ Do you then 1ncrease the value of that.

“land because of the fact that 1t was, 1mproved? l,wqﬂ

DR ESTY: No,” The 81te value would remaln the

- same of the unlmproved lot and the 1mproved lotoergu;‘,f

~would merely collect some of that 31te value on the

unlmproved lot whlch would then make the owner, whoever it

would be, 1mprove 1t by puttlng up. added and adequate

.bulldlngs, whatever 1t may be best used for°

-MR TOOLAN Would the assessment upon the 1mproved

lot ever 1ncrease or would the level of his assessment at .

~ the time of the 1mprovement stand even though the 1mprovement

‘was put on there?

B DR ESTYo Yes. As the imprdVements occur as

a: result of thls 1ncent1ve taxatlon, reevaluatlon about

‘ every flve years has been customary on assessment of 31te

valuea Th1s takes care of the gradual 1ncreases of 31te

value as a result of 1mprovement ln propertyo Thls has

vbeen customaryov

DR, WATSONo, As a p01nt of clarlflcatlon here,.

you orlglnally stated that contlguous lots, one. 1mproved

“and one unlmproved would be taxed about the same, and then .

you sald that as the property lS 1mproved then the tax rate
would be reevaluated |

DR, ESTY' So far as slte value as they go up

"generally with the 1ncrease 1n populatlon and with the

_lncrease 1n 1mprovements of the Clty9 the value of the 81tes_'
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goiaﬁ'aISO,fas at'pfeseﬁé,
DR, WATSON: Eqﬁauyv‘f}.
';DR;sEéTY; Yes, equally,, S ST
thR; ALEXANDER’E Are there any other Questlons?hféf
,jThank you very much ‘ R LA O
DR, ESTY: Thank you,j‘ T
':ER; ALEXANDER°f Is Mr lLeo Cohen here7
fLéé*coHEN. Yes, s1r.r?, |

ETMR ALEXANDERh r, Cohen is Chalrman of the Oakland :'

Tax Study Commlttee,,]ﬂfzyghyua

- LEO GOHEN: wy name is Leo Cohen, ‘1 come from

}'hf ‘Oakland New Jersey, whlch is the fastest grow1ng town,

: Percentagew1se, 1n New Jersey 1n the past. ten years,_’
s MR TOOLAN What county ls 1t 1n? B S
MR COHEN : Bergen v : .

In 1950 we were a v1llage of 1200 peopleo In 1962

x we flnd ourselves as a town of ll 000 approx1matelyg v‘jf?;f

5Q]burst1ng at the seams w1th all the problems and goods

ffaiand bads, educatlon problems9 etc° at thelr worst perhaps.-

S I was app01nted by the Mayor of Oakland w1th the
'h:bless1ng and approval of the Oakland Counell to study and
:iexamlne and report on what mlght be done° 3 ‘ -

| | I am very happy to follow Dr° Esty because the

t h f1nd1ngs of our Commlttee have been 1n the same mode of

-;an ultlmate solutlon that Dr° Esty has proposed g And perhaps o

- .as a competent assessor and belng famlllar w1th the manualsrf‘:

" used by assessors I may be able to e1u01date some of the

1ﬂsquestlons 1n the mlnds of the Commlttee,_ha;i@
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There 1s only one path that can lead to and'ult;mate

graded taxrplan for real property, a plan that would place vl{h )
the greater percentage of tax on the land the smaller
percentage on the 1mprovements,hud;ix“”' ‘y e

| ' In order that mun1c1pallt1es mlght apply dlfferent ﬁ:'
rates of taxatlon to the land and 1mprovements, a proper
amendment to the State Constltutlon Would be necessary, andh
then permlsslve leglslatlon, not mandatory leglslatlon, must
follow by the State Leglslatureo » “ ‘k L _ .

- Brlefly; let me outllne some facts to support the
above}allegatlonn‘hl | | | | V" S '

‘,'19 wlth hlgher rate on. land value and lower”on |
1mprovement value9 the home owner would be encouraged to 1mprove,
his property and create greater communlty value,_ He would not
be as harshly penallzed taxwlse for 1mprov1ng, as he is at

present The home owner, 1f he 1s ‘to. be harnessed w1th runaway fr"

.educatlonal costs,‘at least could send hls chlldren to school

from a better home, and pay about equal or even less taxes,v;, :
on property possessed of greater market value,,dQ_.

Thls same pr1n01ple applles to owners of bu81ness‘

’ property and 1ndustr1al property, Plttsburgh Pennsylvanla,

.\,

whlch was mentloned here by Dr,.Esty, and Scranton,;j-
Pennsylvanla, now Erle, Pennsylvanla,‘are a: few examples. There
are manyvothers throughout the country. But these are nearby ;
examples‘of the benef1t1al use of a graded tax plan,

| Spec1f1ca11y, perm1381ve leglslatlon for a graded

tax plan has ex1sted in Pennsylvanla for about 30 years,”-'



It went through a maze of polltlcal 1ntr1gue,vsome*years ago,
band appeared in a watered down fashlon. I studled the :‘l S
| appllcatlon in’ Pennsylvanla of 1t, Whlch permlts c1t1es llke
Plttsburgh whlch are class1f1ed as second»class 01t1es, to s
apply it. Plttsburgh of course, whlch was a dlrty smokey .
city, used 1t to very good advantage to become what ls knownvﬂff:
:today as the golden trlangle of Plttsburgh They have been
- able to 1nv1te 1ndustry there,lattract it there by telllng
anyone who Wanted to put a factory 1n that the tax rate on
the 1mprovement would be 507 of that on the land |
Secondly, the munlclpalltles would have larger powers”
of self determlnatlon. \Those that dec1ded to adopt a graded
tax plan, after due local con31derat10n of adaptablllty,
benefits and adv1sab111ty could proceed Wlthout detrlment to or
| rencroachment upon the rlghts and determlnatlons of nelghborlng
h mun1c1pa11t1es hav1ng 1nd1v1dual reasons not to adopt such a
plan. g . e :

o The polnt 1n brlef for example, a town llke Oakland
whlch 1s a valley of homes 1ocated 1n mountalnous terraln
dlffers from Edgewater Whlch prlmarlly has rallroad and
llndustrlal property and is located on the Hudson Rlver closelb
to New York City. Both Oakland and Edgewater dlffer from
Cape May whlch is prlmarlly a summer resort located on>
the ocean. To place these three communltles under 1dentlcal
mandatory unlfOrm tax structure appllcatlon would be and -
is unJust and entlrely 1mpract1cal ’ But let me add so there
‘is no mlsunderstandlng,\thls appeal for enabllng leglslatlon

should not be construed as an attempt to repeal Artlcle VIII’
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Sectlon l of the State Constltutlon - that 1s the Artlcle,»
property shall be assessed for taxatlon under general laws

and by unlform rules, etc. Only a partlal amendment would be

,necessary,

Thlrdly, property appralsal and assess1ng would be onh

a more reallstlc basls and better understandlng and relatlons S

: Would result between property owners and assessors,é The Reald‘,t

. Property Appralsal Manuals for New Jersey Assessors are 1n

two volumes.v Volume I, pages 9 through 47 deals almost

exclu31vely w1th land appralsal The rest of Volume I and L tl o

HVolume 1T deal w1th appralsal of 1mprovements, k f'

In maklng hls appralsal of land value the assessor,v

jby referrlng to Volume I has at hls flngertlps well dev1sed

'and accepted methods of asoertalnlng effectlve front feet the f‘;

value of lots 1n odd shapes and s1zes, the value of acreage, ‘l

he has ready—made depth tables, scaled emplrlcally,vand he

_can rellably relate and compare,values of 1and below road

level or above road level°n1n short he can beneflt from two -

of our more exact ex1st1ng sc1ences - mathematlcs and surveylngai

To make hls appralsal of 1and he does not have to

.rely upon whlms, fanc1es, personal llkes and dlsllkes,‘and

the standards and procednres of Volume II whlch are both R
practlcally and economlcally unsound more often than not :

have a low co»efflclent of correlatlon w1th reallty,,b

"Varlous materlals used ln constructlon9 types of heatlng B

systems, whether or not there ls a cellar to the house, or lf R ,

the attlc is flnlshed off,_or Whether you plant attractmve

shrubs or dorextenslve~landscaplng@»quth”a well devlsed B



graded tax plan these thlngs become mlnor and secondary - é_
conslderatlons° Functlonal obsolescence and overmlmprovementj
obsolescence would not longer be 1mportant factors,p' o

Economlc obsolescence would be’ an 1mportant cons:.deratlono

: But even more 1mportant perhaps than all these aforementloned“hl

thlngs, the property owner would be able to comprehend the

fassessor s appralsal a thousand tlmes eas:l.er°

Alternatlves to a graded tax plan are not attractlve,j.-vﬁ_f'

v."A State Income Tax? Well the 1ncome tax 1s frequently “ MV’
v;condemned by competent and 1nformed crltlcs, even by Mr B
Te ColemankAndrews who was at one tlme the Collector of jf”
thnternal Revenue, It 1s an outrageous, thlev1sh unJust
_unlntelllgent punlshment of those who perform serv1ce or pf:
'_Jlnvest thelr capltal It 1s properly the tool of communlst
leaders, almed at mass effect show1ng no con31deratlon for
'hthe problems of the 1nd1v1dual (and when the law loses respect.
sfor the- 1nd1v1dual the 1nd1v1dual loses respect for the law.
.h One of the extremely offen81ve features of the 1ncome_

7 tax 1s the fact that 1t 1s 1n the lnterest of the tax collector

¢

to be 1nqu1s1tor1al and dlctatorlal about the detalls of ‘5""'i:'

} conductlng bu81ness.ﬁ More PPTnl forms maybe7"
All buslnessmen are subJected to the degradlng

'assumptlon that they would cheat and mlsrepresent 1f glven‘.

.'the opportunlty,land as a matter of fact many of them are'pp_,.

llncllned to do so because they 1nst1nct1vely feel that thef N
’lvlaw 1s so arbltrary and unJust that any form of combatlng f”“'

it is de31rable, 1 I':;i
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Nost of the nonsense we hear about taxatlon is Just’
slogan c01n1ng n"spreadlng the tax base;" “a broad based tax,"
A mnew tax does not create a new source,, Ba31cally, taxes can:
only be drawn from two avallable sources - earned 1ncome or
productlon and? second unearned 1ncome or speculatlon.

As to a State sales tax? it is a burdensome 1mpropr1ety"”

,whlch like the income tax, has developed a maze of rullngs,l‘

annoyances, compllcatlons of bookkeeplng9 and petty meddllng
by government offlclals° The sales tax 1ncreases the cost

of 11v1ng most for those who can afford 1t least° It drlves'°
bu81ness from the area 1n whlch 1t 1s lev1ed and 1s resented['
not only by those who must pay 1t but also by those upon
whom the task of collectlng 1t ls arbltrarlly 1mposed

It allows the publlc to be cheated many tlmes 1nnocently by

shopkeepers who cannot take tlme to calculate the tax prew s

‘Clsely when ‘they are rlnglng up a- sale? and because of 1ts

~ complexity opens the way for unscrupulous gouglnga' Anyone

who belleves merchants are reluctant to pocket the extra -
penn;¢3,.we11 amall E . . . o . .7 y

| I'haye not come before you;gentlemen today withﬂa"
panacea or a cure all The graded tax plan does, howeverg
have values that could be 1mmed1ate and p081t1ve. It could
operate to clean up current dlsorder and 1nequ1t1es 1n our’
tax structure.» It should be thoroughly probed and studled
and I offer my full cooperatlon,for What it is worth to

this end



MR, ALEXANDER° Thank you very much Mr,-Cohen,wi
'hAre there any questlons? ~yﬁ_’f5_i ‘ J‘ “ .
"“Thank Youo,e>_*i:h _ | ; ”‘t .“_ o .
” :The next wltness9 1f he 1s here, 1s Counc1lman Johh ;iéyl'

| J Halley of South Amboye " EREERE : | )

| Well he mlssed a good chance,}iéerhehsfheewillibgiia'jii:

_”back : AT R T T e e T

Dr, Mlller9 are there any other w1tnesses scheduled '

for thls mornlng7"l

DR MILLER°' No but there mey be some scheduled forue

.Jthls afternoon who Would rather be heard thls:mornlng, l""f” ‘
| MR ALEXANDER.f Well, 1s there any person scheduledf*ffﬁfr'

,'for thls afternoen who Would llke to get 1t over w1th now7 ?'t

- If not We w1ll recess untll 2 o clocc°

hﬂ. Thank you very mnch ?fiihi S

_ Follow1ng 1s the Press Release whlch Mr,‘Alexander requested
-be made part of the record ¢referred to on Pege l.A, I

i_ther Release° Aprll 10 1962 B

NOTICE 1s herebyfglven_that the Comm1ss1on on State_uﬁ

"Tax Polley w111 hold publlczhearlngs ln the Assembly Chamber f ; >.f*'H7>

filn the State House; Trenton beglnnlng at 10 OO a.m., | |

,htlwednesday, Aprll 25 1962, and cont1nu1ng w1th approprlate e
,hrecesses for the balance of that week and en subsequent dates,-
‘Jlf necessaryee o N o . T

' The subgect of the hearlngs w1ll be the matters
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referred to the Commlss1on by J01nt Resolutlon 1) of 1961 and ‘t'

' by Jolnt Resolutlon 5 (AJR 28 approved Aprll 3, 1962)

whlch state in part"'

1961 =

"The Comm1381on on State Tax Policy is hereby dlrected

~ to undertake a re- ~examination of the means of pro-

v1d1ng 1ncreased State financial assistance for the
publlc schools of the State and a spec1al study in

B depth of the adequacy of the existing program of

State aid to. school districts to meet the expanding

“needs of the publlc school system throughout the Statee".

1962 -

"The Comm1831on 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 determine to what extent the existing tax structure

should be modified or otherwise changed to insure a
fair and equltable distribution of the costs of

‘-governmental services ‘between the State and its
- political subdivisions and among the residents of

the State -and the business, industrial and commerc1al

enterprlses carrled on therein,™

Everygperson w1sh1ng to be heard by‘the Commission at

such'heafings will be askedlto limit5oral‘presentations to

15 minutes, and to‘filevSUCh'additiohalbdata,as desired, It

is 8uggested'that enyone.wishing tb be heard advise the Staff

dlrector of the Comm1581on9 Wllllam Mlller9 Esq,9 32 Nassau

Street, Prlnceton, New Jersey (WAlnut 1-6094) to enable the

bomm1531on-to schedule the hearlng aS*COHVQHlently as.poss:.ble°
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o o AFTERNQOH SESSION | o ‘ |
:fl MR ALEXANDERe‘ Ladles and gentlemenr‘you w111 please o
';ceme to order° we w111 start on the heavy schedule that we‘haveA: |
this afternoeno o ":‘“» ! o |
Befere we start let me repéat one or twe of the.
ground rulesoh In. general eral statements should be llmlted te
7f1fteen mlnutes and any addltlonal 1nformatlen may be flled
‘now or subsequently in wrltlngo After ‘the statements have been
made opportunlty for questlenlng elther by members of the
Tax Polley Comm1ss1on or of the Adv1sory Commlttee Who are h &
sitting, all of them around here w111 be had B R
Any of you who do have wrltten statements = 1t w111
help a great deal if you w111 come. forward and glve them to one
of us for dlstrlbutlon to the members of the Commlttee and
.the Commlss1on before you starto B B |
| if we do not succeed 1h hearlng everybody who w1shes
| to be- heard today, tomorrow or the next day9 we Wlll have
further. publlc hearlngs the dates to be announced later,
' The flrst witness thls afternoon is appearlng on
behalf of the New Jersey League of ‘Women Voters Mrso deVrlesorv
MRS. JOHN K, deVRIES: Thank you, Mr. Chairman.
Members of the Commlss1on on State Tax Pollcy and
the Adv1sory Tax Commlttee° I am Mrs. John deVrles Pre31dent
of the League of Women Voters of New Jerseyo The League welcomes”
the opportunlty to part1c1pate in thls most 1mportant publlc
hearlng on New Jersey s tax needs, We applaud the actlen by the -
'Leglslature 1n autherlzlng an\expanded study of the State s |
needs and how to pay for them° we eommend Governor Hughes for

‘his leadershlp 1n maklng the orlglnal request and hls prompt

1A



app01ntment of eleven wellaquallfled publlc«splrlted c1tlzens

to serve as the Tax Adv1sory Commltteeoi We have long admlred

the ablllty of the State Tax Pollcy Commlss1on to cope w1th |

complex f1nanc1a1 problems and we are confldent they W1ll - ; :

expedlte thls study w1th as much speed as 1s con51stent Wlth

W

sound Judgment, o o . . . .
We antlclpate that as a result of thls flscal rev1ew‘
a dec1s1on w111 be made by the Commlss1on to recommend to the
New Jersey Leglslature a broad base tax so that sufflclent revenue‘
may be obtalned to enable the state to dlscharge 1ts proper |
obllgatlons to 1ts c1tlzens° _ ) o
Slnce 19&8 the League of Women Voters has been studylng
the state tax structureo That means actlve partlclpatlon by our
19,000 members 1n 85 1oca1 Leagues located in 19 of the 21 countleSO;
We have rev1ewed w1th grow1ng dlsmay the annual struggle j
to present a balanced state budget leav1ng smaller and smaller
- reserves and yet sllpplng further and further behlnd in_ |
prov1d1ng serv1ces for the most hlghly urbanlzed state in the
Unlon° We do not take prlde in belng ohe of the two states
that exlst w1thout elther a sales tax &; a personal 1ncome
tax., | | v " v N S
In studylng the need for varlous state.serv1ces the
League of Women Voters has been concerned Wlth the nece881ty -
of prov1d1ng equal opportunltles of educatlon for all chlldren N
in elementary and secondary schools° we know that adequate ‘
state aid 1s essentlal 1f thls 1s to beo' Wlthxjf our populatlon.“h: »

grow1ng at the rate of 100 000 a year - w1th the 1nf1ux of

famllles from other states - Wlth chlldren pourlng 1nto the,
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schools, the burden of meetlng the 1ncreased costs cannet be
hung on the property owners alene ‘who now pay almost 75 per
cent of the cost of public education., More help'fr@m ‘the
state‘is needed, The League endorses the éurreﬁt legiSlétibﬁ =
S 71 and S 72 and A 91 and A 92, calling for $89,000,000 in |
state aid. | | ' A
The League's four-year Stﬁdy of higher education con-

vinced"us thét.New.JerSey has inadequate collége‘faciiities for
its‘qﬁalifiedfhigh‘SChool graduates, 7We:deplore the fact that
Rutgers, the Staterniversity;vhés the highest tuition of'anyﬁ'
State University invthe countfyg‘ Wé be1ieve the lack of
opportunity for highef edueatioﬁ in"New Jersey is a ‘digservice
not only to the students, but to the industry in our state
Whichfneeds'highly;tfainedmyoungpmén'and women , We find it
shoéking'that'With this déménstrated‘nee& Neﬁ Jersey is second
from the lowest among all SO:states'iﬁ its support of public
higher education. - o |

| ‘While many people give briorif?_in their fhinking to
the needs of education;fthere’are éfher'vitally‘important state
services in which Newaersey"is way behind invmeeting the
demand . | - B

| The $h0 million bond lssue passed last fall for
construction of state welfare and penal 1nst1tut10ns is now
declared11nadequate by $40 million.

New Jersey enjoys -. or should i'say suffers - from the

highest traffic dénsity in the Worldyc 5% times the national
average'and 3 3/4 times'greater than that on the state highways

of New York, Moreover, it is estimated that New Jersey traffic

3A



' _will'&oubie by 1975" The nghway Department has a Masterl .
Plan for bulldlng sufflclent reads by 1975 but they state that
' lf Federal and State funds-contlnue at the present level we will
be abont $1 bllllon short of the. amount necessary to construct
 the-requ1red 1mprovementso Brlefly, thls means that the state'
should spend: $60 mllllon a year more’ than the apprex1mate $h0
mllllon that we are currently spendlngo.‘t L
There are ether urgent needs in the fleld of health
frecteatlon and censervatien Whlch all p01nt up the 1mpertance'e
 fof flndlng a permanent cure for our alllng state revenues,"w

Our State Constltutlon calls fer a. balanced budgetogv

Yet I submlt to you that we are engagrng in. deflclt flnanclngtff“

vﬂwhen we pass bond 1ssues whlch saddle future generatlons with

‘mllllons of dellars of debt serv1ce,_ We grant that there arefi5
‘seme occa81ens when a bond 1ssue 1s de31rab1e¢3 But the slogan;5td

“spend new and pay later“ 18 no better for a: state than for a ...

‘famllyo We are mlss1ng the econemles that come w1th 1eng=range
.plannlng for the fereseeable futureo‘,f‘,tfgf'f

As our dynamlc state moves fetward as 1ndeed 1t must
because of 1ts strateglc p081tlen 1n the metrepolltan area
:_and rapldly 1ncreas1ng pepulatlen we can no 1onger afford a.

4horse=andabuggy state budget w1th a hedgepedge of exclse

- taxes added on each year by a cent on clgarettes mva llttle more o

of a blte on raclng - a dlp lnte dWLndllng reserves etco_ Thls_,f

7vmay sufflce fer a very rural state but not an upmandmcomlng

_hlghly nrbanlzed New Jerseya.

We should not exult in the fact that our state ranks e

' .SOth 1n per caplta state taxes, For the eerollary to thls is

b A
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' that New Jersey ranked 2nd in per capita. property tax in the
most recent flgures and we. know: that property taxes. in: New
Jersey arern;s;ng,at the alarmlng~rateuof $65mel11on~a year, -
This'cannot‘continueoi.Only b?‘tappingvofher broad base sources "
presently'not~taxed inﬁtﬁis state can We,stabilizegthe?;
spiralling pfopertyrtax and,secure_additionél’state;fundsvSQ-
badly needed. | |
What:isithegsolution?~wThe;League of Women Voters
" believes that;the}onlyvtﬁé'poséibilities are,either awgenefal-fif
retail sales tax . or the personal ingome'tax,- Aftermprolongedwa ez
studyvgﬁe:have reached ‘consensus that the;graduatedvpersanals
net income_tax,is;thefmostvéquitable w,hasspractical advéntagésf'
over the_sales,tax»egwillﬁrecaptﬁreﬂmaﬁy'miilibns that New
Jersey residentS'now.pay to-the;Federal government - can be
coordinated with the Federal tax for convenience.of the
taxpayer and low administration céstsgwand.finallyvit-is.flexible
in that it can be adjusted up And down by a small percentage.tO'.f
matcﬁ révenue;needs; | | -
_Thengague“s décisicn9 I might say, to favor the -
income tax was not dictated_by‘seif‘inferesté indeed League
families;generallyxfail in the:inéome:Eracket.Which,would‘feel,-
the buréen-of_a'sales tax less than thatvaf.an}ineome'tax;.
Hoﬁever, our stand i$bbased;on the;c1ear facts which emerged
from our-studyo,}~ | |
In- a democracy we believe the prlnclple of\equlty
1s the most 1mportant factor to con31der when 1mpos1ng taxes. . .
Polnt 1 - The net income:of ‘an- 1nd1v1dual is a
direcf measure-ef hlSwablllty;toupayvtaxes,e'whereas.purchaSes

of consumer goods' are not a good measure even with food exempt.
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AR NOWSI»wouléVlike to point out té‘ybﬁ”that these
charts which we have blown up afé in our Statemeﬁt‘on'thé*J**
baék_page;~thetcomparative-Burden?Ghart;‘ If thosé who-
are'behind»this éhart and can't see will turn to the very '
back page of your statement, they will be‘able‘to~follow,45“
They are reproduced in black and white and we have more in the =
box if anyone doesn't have a COpY - | ‘

‘,:Thié,chart'shows-theﬁcomparatiVe'net’burden~per
$10010ffincome¢:vThe red is the indicatibn“of»the~amoun£*of”
sales tax, at 3 per cent sales tax with food exémpt,'which‘in'““"
the aggregate would yield-about.$l70,000;000,-'This corresponds  °
with,ASsembly Bill 21 now currentlyybéfqrefthe?Legislaturesk"
At $1;000jincome»1eveI;'Perf$100 of»income;fthe sales tax
would'bei$2;03.pérs$100 of income., So you can follow down =
$1,ooo; $3,000 down to $25;,ooo,c ‘It seems to us very perSnasiVé"
that the sales tax is a heavier burden on thoséufamiliéS'df“*
vsﬁaller-income~and less of a»burdenion-fémilieévWith a larger -
income, I should tell you in figuring this tax’we/assumé*’

a family of four individuals who take-10;per‘éent»deductibility
from’their‘Federal.tax6ufvéry easily’it*shows-fhen that the |
sales tax lies at the'lower»leVel; very small;vdown“to'$;37r4-
at the‘$25;000«levei;: This'is the burden of the sales tax. -

.~'=«,;,@n.‘t:he:o‘t:lf\ua‘rhét‘r::.::’l",,»:._'theJ".'t-ic:t:»tne'.'t:ax«'= and here ‘the
League advocates a‘graduated personal net income tax of Erem
1 per cent to 6«per“cenf,and»the yield on this3is¢slight1y\
larger,  about:. $180,000,000, -/ at: the thousand-dollar level "
the burden for $100, no. tax at all; at the ﬁhrgeathousand level,

it is $.08 per $100; and you can see at a glance that this is a
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'progressive‘taxo,

ThlS 1s our p081t19n that the sales tax is regre381ve
belng more of a burden on. the Iower income group9 less on.- the_.-_ﬁ
hlgher 1ncome greup, whereas- therlncome-tax progresses;as,;fvwgg
people are more able to ‘pay. w1th larger lncomeso._ :

| We Would also like . to p01nt out on thls that 6# pervj,¢ 
'cent of the . famllles 11v1ng in the northeastern part of ‘our
country have 1ncomes of under $7, 060 a. yearo,ﬁ§omthe¢burq§nﬁofvi;y
‘a sales»taxuon.6h ‘per cent»of the pe@ple 11v1ng inaour.areé”isi
 greater than on 36 per cent of our. famllles who have lncomes
up from $7,000, |

- New York has an 1ncome tax.bas you knowv that goes
from 2 per cent to 10 per centcjnWe¢£;gqre ;t,wouldkbe¢frem;,u
 1.pera¢ent,tq<6,P€? eent.up to;$7;0@ﬁfaqd9thennfrom.théréhi;w.}‘;v
it isfﬁﬂper,centgi_it is‘stabiiized-atuégper&eentwg_Itwis;notﬁ >~_
asgprqgressiﬁe;asvsome peéple}would,have,you,fee14itiwa§;rbutvf
the-great'maésiof ‘people. weuld benef1t01, o

| ','ijeuld like to introduce the person behind the chart°
\ Thié:isiMrszPaul}Mefﬁettw_Wg are extremely_ﬁortqnate,;q_the:Q_
League to haVe a péréoﬁ‘whb'is-a Statistiéian‘ whéiby~traiﬁing
and experlence has done .a great deal of research work on.
statlstlcs for Armour and Company and for the Natlonal Conservatlon
Programag I have»a-llst of thlngs here that vaould-llke"te |
read to yeu if you are 1nterested 1n asklng where she got the .
flgu:es‘and»how_she dld;themﬁ‘QShe,d;d~these_chantsg- Atuthe
'c0nc1usion of mybtestimeny ifny@u'wéuld 1iké to,ASk her-specificz,
questlons, I am sure she can. answer them to y@ur satlsfactlono |

She is the,author,Qf_th;s, Thank you Mrse Moffett°¢ﬁ,,-.



P01nt 2 - A personal income tax adapts to the changlng
'lneeds of the 1nd1v1dua1 taxpayero’ As dependents 1ncrease the
‘burden is 11ghtened~' A reducedelncome'<losses medlcal expense55
: 1nterest charges or retlrement pay w111 decrease the tax
v‘whereas the sales tax- actually penallzes large famllles and
retlred'persons'11v1ng'on a reduced-lncome° _

- Point 3 = The Property Tax is regre381ve¢ 'The”loner a
the income, the larger the " proportlon whlch is . spent on’ hous1ngaf‘
" To take one example, we all’know ‘that young couples w1th largev

hfamiiies'usually pay more:of'their‘ianmehin property taxes =
than childless couples or retired couples,Who often live in
: small apartmentso Actually young grow1ng families more often
are paylng on what ‘they owe rather than on what they owno " The.
best.balance to th1s regre881ve-tax is a-progresslve_tax, nameiy9
'the graduated personal income- taxo

P01nt L = The personal income ‘tax is the only feasible

way of taxing wealth 1n the form of 1ntang1b1e personal property; .

that 1nvested in’ stocks and bondso‘ Thls,w111'he1p shift some
of the 1ncrea31nglyvheavy burden now bbrne'by3neal"propefty in':
_New Jerseya‘ - ‘ : - 7
R g P01nt S = The state tax on corporatlons but not on
fpartnershlps or other unlncorporated bus1ness 1s dlscrlmlnatory
'vand a. personal income ‘tax automatlcally taxes proflts from- such =
unlncorporated business which would help ‘remove thls 1nequ1tya ‘
| | The practlcal advantages ‘as we see 1t of the personal

income tax over the sales ‘tax are as followsé*"”' ‘

:ﬁlg The ease of recapture frpm the Federal government.

:reduces the burden on the’ taxpayer ‘who pays hlgher Federa1 taxes -



-Whaﬁphé§1ives,in{ﬁew Jaiséyathaﬁthen@he,iivéafin;anaincome
\taxuatate;_fAﬂstate“incpmewtax:will{bringfbackﬁsomeﬁafﬁhisataxﬁﬂw'
| doiiar fremeashingtanfto'ﬁark-ihaNewiJerSey,a%Wéfbeiie#éﬂthere*;
are many:. taxpayers paylng can31derab1e Federal 1nceme taxes who

really understand ‘the need. ln New Jersey for more state supplled

serv1ces and wha would welcame the oppartunlty to retaln some of

.the Federal collected tax dallars for use in our own. stateoif'

.- The attached chart»a neWuthls too ls:reproduced~
 the secend page frem tha back «f"Retentlon of Federal Tax. Dollars
in New Jersey Resultlng frem a State Incame Tax“ ‘shows four
a1nd1v1dual,1neome levalsn, $5, 000 $10 000 $25 000. and $50,000,
It shows:the,effect anfthe»ln&lvldual taxpayers at varlaus;lnaomew
.levals,g'The~greasﬁinc®me,«panlhere:again3we,have,ﬁse&-the" |
$600 deductibility Whichais standard;fégfa@iiylefyfeur;:itamizing.
10 per;centufar,deductians framftheirfPedefaiw%ax;@;and”thi5~w'”
shows if we haddaaimémmgtax ia’NewaJefsey @nia.gr@SS"in@@me;af
$5,000,fhe,stateiincaﬁeftax-Weuld 5@i$32‘in~ordermtaaraise'~”V'*“*
the $182,000,000, That is how we arrived at this and this is
based on,frqmil.té;G?perfegnt;n Theﬁstata’inaeme tax:isifignfédl
at $32. Theangefal income tax,befare‘thevstate‘taXﬂis?$420ai':*:
Federalfinéeﬁa fax;after,your-credit,éf,yeurwsales.taxxiS» o
$414 »Yeﬁr‘Federal'tax~retaiﬁedhinxﬁaw Jersay‘than,isw$6~+aWrrﬁmm
The net burden then to the man w1th the ga:oss income of: '$5, OOOi“'
with deductlons for a famlly of four would amount to- $26 That~
iswnet;a_veryysignifieant differeneé;a»But”you cah»SQQAQulckny,f
at a glance that it'goeswupbﬂ The person then with‘aﬁwinc@me;-»v'
of $25 000, who has a state income tax of $956 w111 ‘retain

‘actually;from;thavFederal tax5$329 ab@ut a. thlrd meaning that:-a
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}the'net burden of a state income tax to that taxpayer is only -
~$627. We think this is significant, It is still true, of
~ course, that a person with a larger income.payé more.: But it is
v élso true that that person'can'keep arlarger proportion back -
fo:luseuin;Néw Jerseya'aInrother Words,'we.are:paying'more than
- our share from New-JerseyVnow‘to‘the Federal government than
| states with income taxes; -~ | |

ﬁ:NGW~the State-wide Effect, the bar at the bottom, f
to.raise'the'whole;$182900O,000,'whichuis'Whathe-haVe
estimated'a this,in-the.aggregaté.shows-approximately one-
fourth of the Federal tax is retained in New' Jersey. In other -

" words $44,3 million, And the net burden*6f-the—state tax then
to the téxpayer:‘i_s $137.7 million, which makes the total for .. -
use in New Jerse&;.$182<million¢.u | | | |

' 2, A salésftax wbuld be hard‘Onucommutérsiworking :
in an incoﬁe'tax state;  It would'force'fﬁem tb'paVVan‘incémei~
tax where.théy Wérk,‘a.séleé tax in‘Nequérsey and*a Federal - =
income tax, - | V |

3. The ingome taX‘is_efficiento:iCoordinatioﬁfwith*"ﬁ/'
the Federal tax1énd'withholding'of wages and‘sélaries'simplify?
enférgement"and.facilitate:paymenflbykthe %axpéyer; 0ﬁ the
confréry thevsales.tax-is.not‘easy.tofcollecté‘it“is~a
nuisance and it is costly to the retaiiers tb‘édministero'

/ 44“ The income:tax is direct, Visiblé'and'widélyf‘*
sharéd; thus,making”people*well'éware“of the costs of government.
By contrast:the saleSmtax‘is,psychologically'a}hiddénftéx;*?; 7
o - ‘While the sales tax may seem the lesser of two evils by

-casual observation;. a study of the facts will show that for'

10 A~



',a large maJorlty of New Jersey famllles the graduated personal o
.1ncome tax w111 cost less 1n d@llars and cents than a sales tax°
To quote from a leadlng autherlty on the sales tax

and one who sees deflnlte advantages 1n 1t°> Mr° John F Due author

'of Sales Taxatlen Unlver51ty ef 1111n01s Press9 1957 says°b

v"Onvthe whole the.sales tax mnst be regarded»as a sec@nd B
‘best tax - one to be emploved 0nly 1f varlous clrcumstances-"b
vmake complete rellance on 1ncome and other more sultable ‘taxes
unde81rable°“ o | | | B
| To suﬁ; up, the League of Women Voters 1s flrmly
conviﬁced°l One9 that We need a broad base tax now, and two
the graduated personal 1ncome tax is the rlght oneo

| Thank yeu very much | |

> ?”(0n the f@llow1ng pages ‘can be found R
: the charts referred to by Mrs, deVrles )
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| COMPARATIVE BURDEN
'STATE PERSONAL INCOME TAX
e B
STATE SALES TAX

About 64 per Lent of New Jersey families would be more heavily bur-
dened by a state sales tax than by a personal income tax. The impact of
these two taxes, while not gredtly dlfferent for incomes between $5000
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 VIOTERS OF NEW JERSEY
460 Bloonxﬁeld Avenue

Montclair, New Jersey

12 A



(v

Explanauon
THE PERSONAL INCOME T-\X
A hypothetlcal tax with the followmg features
Pérsonal Exemptions-$600 per person, as in the

federal income tax and in nine states mcludmg 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 taken in lieu of itemizing busi-

ness expenses, mterest, taxes, charitable and other

“allow: ed deducuons

: Rates—i% on the first $1000 of net taxable in-

come; plus 2% on the next $2000; plus 3%: on the

next $2000; p_lils 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 brackets from 2% on the first .
-$1000 up to 10% on all over $15,000.) -

" Estimated Yield — $206,000,000 for 1961 in New

* ment.

Jersey. After deducting tax credits to residents pay-

ing income tax out of the State and adding taxes
from commuters into the State, the estimate would
be $182,000.000. This figure is calculated using

_data for New Jersey in Statistics of Income, 1958,

Internal Revenue Service, U. S. Treasury Depart-

FEDERAL DEDUCTIBILITY
It is assumed that the taxpayer, in preparing his
federal income tax return, itemizes his deductions.

" "The added deduction of his state sales ot 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.

“ '7,000

; 16,000
15’,000
- 20',000

. 25,000

STATE PERSONAL INCOME AND SALES TAX' ‘
NET BURDEN PER $100. OF INCOME
After Federal Deduectibility.

INCOME
-LEVEL'

R netax ) - K :
L SN 6705

5.08

3,000 $1.06
R $.28 :
: ‘,"000 $.96
$.51

5,000

‘ é,‘odo

el p
8,000 L

QIITTITD 1% 6% oot i
: _ 39 Ssles tax, food @pﬂ

See-hack ‘page for eqn;plm'.ﬁénru- °

> of B
_ famiﬁu

36%

‘ Explﬁnaiion )
THE SALES TAX
As propesed'in Assembly Bill 21 - :

Rate—3%.

" Covered Sales—Tengible personal ;‘qro;iert'y;-'ai re-

tail. Also the following services: transient lédging,
serving of food and drinks for. consumption on the

* premises; parking, storage; repau-s : rental of tangi-

ble personal property.

Exempted Sales——Food not for consumpnon on the
premises;’ medicine on prescription; ' professional
and ‘personal services; utilities ‘and fuel; attificial
ll.mhs, wheel chairs, etc.; ‘magazines . and news-
papers; feed, seeds, fertilizer, ‘etc. for farm use; -
rental of real property; sales by or to educational, i

charitable or religious organizations; commodities. = -

already subject to a New Jersey. excise 1ax. (cigar- ’

‘ ettes, gasolme and alcoholic beverages)

Estimated Yzeld— $172,000,000 for 1961 in New
Jersey, exclusxve -of the v1eld for the accompanying

-use tax on the same goods purchased outside the’

state for 3 sse in' New Jerscy. Source: Retail Trade,

.New,.]ersejy and - Selected : Servwes, Ney: _”Jersey,
* 1958 -Census- of Business, Bureau of the ‘Census,

U S. Department of Cominerce.”

Source of Figures in Chart—Basu‘ data from Study

of Consuiner Expenditures, 1957, prepared for Life
Magazine by Alired Politz Research, Inc; This study
gives expendnures for goods and ‘services by house-
holds in various income ranges in"the United States.
The breakdown is such that items:taxable under
A. 21 can”be separated from~-those non-taxable
wtth a con=1derable degree of accuracv

PER CE"TT OF F AMILIES
In the northeast region of the U. S. 2.7 per cent of

-families have incomes ‘under 31000 125.3% under

$4000; 63.6% under $7000. In the same area,
36.4% of families have incomes over $7000;15.1%
over $10, 000; .6% over $25,000." Source: Consum-
er. lncome in.the U. S. 1959, Bureau of the Census.



This 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 greater with a personal income tax than
"~ with a sales tax. : ’

BURDEN OF PERSONAL INCOME AND SALES TAX
- BEFORE AND AFTER FEDERAL DEDUCTIBILITY

Income Tax* Sales Tax*
Tax % of Gross Income Tax % of Gross Income
Before  Before  After Before Before  After

Federal Federal Federal | Taxable Federal Federal Federal
Gross Deducti- Deducti- Deducti- | Expendi- Deducti- .Deducti- Deducti-
Income bility bility bility tures bility bility  bility

$1,000 ' | $675 - $20.25 2.03 2.03

3,000 $3.00 .10 - .08 1325 39.75 1.33 1.66

4,000 14.00 35 .28 1600 48.00 1.20 96

5000 3200 .64 .51 | 1875 5625 113 .90

6,000  50.00 .83 .67 | 2150  64.50 108 .86

7,600 77.00 1.0 .88 | 2400 72.00  1.03 .82

8,000 10400 130  1.01 | 2600 7800 .98 .76

10,600 174.00 174 - 1.36 3000 90600 .90 = .70

15,000 41600 277 205 | 3900 117.00 .78 = .58

20,000  686.00 3.43 240 | 4575 137.25 .69 = .48

25,000 956.00 3.82 2.51 | 4925 14775 .59 .37

*Sources of material and assumptions behind these data are described on pre-
ceding page.

March, 1962,

‘Pricet 5 cents
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