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ASSEMBLYMAN RICHARD W" DE KORTE [Chairman]: Ladies 

and gentlemen, may we have some order in the Chamber" Take 

seats or otherwise get yourselves comfortable and quiet. 

There being a quorum of the members of the Assembly 

Taxation Committee present, I will call into order this hearing 

which is to be a hearing on Bill Number A 416. Sitting with 

the Assembly Taxation Committee today are the members of the 

Senate Taxation Committee who have been invited to attend and 

invited to participate in as full a fashion as if this were a 

hearing before the Joint Senate and Assembly Committee. Senator 

Waldor on my right is the Chairman of the Senate Taxation Com­

mittee and I am sure he and the other Senators will feel free 

to participate. 

We have a rather lengthy list of witnesses, people who 

have signed in. I would ask in the first instance for as much 

brevity as the witnesses feel themselves capable of. 

that the legislators will show an equal restraint. 

I hope 

With that preface, I call as the first witness Joseph 

McCrane, the State Treasurer of New Jersey. 

J 0 S E P H M c C RAN E: Mr. Chairman and members of 

the Committee: 

My name is Joseph McCrane and, as you know, I'm the new 

state treasurer. I'm appearing here today in support of Assembly 

Bill 416 which is part of Governor William T. Cahill's revenue­

raising proposal. I don't think it's an exaggeration to say 

that New Jersey is faced with a fiscal crisis - a fiscal crisis 

which Governor Cahill and this administration inherited and 

over which it had no control. 
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The members of my staff have figures that New Jersey 

faces approximately $300 million budget gap as we head toward 

fiscal 1970-71. There are several reasons for this budget gap. 

One reason is that we face the cost of financing new and existing 

programs which will exceed $200 million although no provision has 

been made for their financing. We're talking now of programs like 

aid to the cities·, medicaid, school aid and other programs which 

the people of New Jersey want -- and need -- and deserve to have. 

There are other reasons for this budget gap. In the 

current fiscal year, we had appropriations of $1,354,614,000 

which were $98 million more than we had in anticipated revenue 

and in order to balance the budget it was necessary to use surplus. 

In short, we are spending more than we are receiving. 

You will recall that the legislature in 1967 accelerated 

corporate taxes to produce 25 per cent more revenue in each of 

the fiscal years of 1969 and 1970. When that program, which is 

a "one shot" accomplishment, is completed the annual take from 

corpora~e taxes would revert to an annual amount. This results 

in the reduction of revenues for 1970-71 of approximately $50 million. 

The medicaid program, for example, will cost the state an 

additional $50 million for a total of $83 million in 1970-71; aid to 

dependent children will cost an added $25 million; aid to education 

costs another $44 million. These are programs to which we are committed 

and for which we must find funds. I have included with my statement 

a breakdown of the $300 million which we must obtain. 

There are several ways, of course, that we could obtain this 

money. There's the state income tax, substantial new or increased 

excise taxes, drastic reduction of state expenditures or an increase 

in the sales tax. Let's take a look at each of them. 
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There was an attempt to pass a graduated income tax in this 

state only three short years ago and it failed. It failed dramatically 

b~cause the people of the state objected -- and objected strenuously. 

In all candor, I don't think there are enough legislative votes today 

to pass an income tax. I think they have heard the voice of the people 

back home and would not vote for an income tax. 

Excise taxes? We already have taxes on cigarettes, motor fuel, 

liquor, and virtually all the other little luxuries of life. It is 

extremely doubtful that we could raise enough money by any combination 

of new excise taxes or increasing existing ones to meet the deficit 

we' face at this time. 

We feel strongly that given sufficient time we can reduce 

some state expenditures, but I would be leading you into a fool's 

paradise if I said that we could cut $300 million from the budget. I 

have it ~n the best authority in both the legislative and executive 

branches that this is an impossibility. 

That leaves us \vith two altern.1tives: we cnn stop vital 

programs, cut back on state aid to education, stop the medicaid program, 

forget about mental health, close the colleges and turn our back on 

the people in the cities. 

Unless we're willing to do that we must face up to a sales 

tax increase. By adding t\vo cents to the state sales tax, we can 

produce approximately $200 million annually. This would effectively 

eliminate most of the deficit which we now face and would not put 

New Jersey at an economic or business disadvantage with neighboring 

New York City or Pennsylvania, both of which already have higher sales 

taxes than we are proposing. 
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To bridge the rest of the budget gap, we propose to eliminate 

certain exemptions from the present state sales tax. We are dropping 

the exemption on machinery and equipment used in manufacturing, and 

we will raise an estimated $29.6 million. This does not put us out 

of line with other states, and I will be glad to submit to you a list 

of 25 other states which are presently taxing machinery and equipme.nt. 

We also propose to eliminate the exemption on advertising, 
.. 

and we anticipate that this will yield more than $10 million. Again, 

I'd like to point out to the committee that most other states already 

are taxing advertising. 

The decision to remove these exemptions was not easily 

arrived at by Gov. Cahill and other members of his administration. 

But, in the final analysis, it was decided that this was a more fair 

method than to simply hit the "little guy" in the pocketbook again by 

removing exemptions on food or clothing. 

New Jersey business will still be competitive when these 

exemptions are removed. Our corporate franchise tax, for example, is 

still more attractive to industry than the comparable tax in Connecticut, 

New York or Pennsylvania. 

The final portion of Gov. Cahill's program is a doubling of 

the bank stock tax and a doubling of the financial business tax on 

small loan and finance companies. The first year's yield on these 

taxes will net the state approximately $9 million. 

Our purpose is not simply to tax and tax endlessly. 

Gov. Cahill is pledged to economy in government. He has already 

imposed a freeze on filling job vacancies and has put a ban on 

unauth9rized and unnecessary out-of-state travel. He has called for 
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a general review of all state capital construction plans and has 

authorized an efficiency and economy in government study. These are 

juet a few of the more dr?matic ones. Others are being studied and 

will be implemented soon. 

We go even one step further. I can pledge to you here 

today on Gov. Cahill's behalf that we will call together a blue 

ribbon commission to bring forth a major tax reform proposal. We 

are preparing right now for such a program but a major tax reform 

takes time. At the barest minimum, it will be six months; more likely 

a year at least before the recommendations of any tax commission can 

be implemented. And we simply can't wait six months or a year or 

two years or whatever it takes. We are bound by a constitutional 

requir~nt that we present a balanced budget and we must have $300 

million immediately in order to do that. 

There is a desperate urgency to implement this program. 

Every day that passes that we fail to collect this tax means the 

loss of millions of dollars which we need to keep the medicaid program 

going ~o help the local school district, to finance the state institutions 

for the care and treatment of the mentally ill.and retarded. We need 

this money desperately to meet our obligations to the people of the 

state of New Jersey. 

Thank you. 
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ESTIMATED SIGNIFICANT INCREASES 
IN 1970-71 BUDGET 

STATE AID 

Welfare: 

Medicaid 
Aid to Dependent Children 
Community Mental Health 
County Mental Hospitals 

Less: Net savings in other welfare programs 

Education: 

Formula Aid 
County Colleges 
Library Aid 
Teachers Pension Fund 

Health: 

Local Government (Save Harmless): 

Property Tax Replacement 
Railroad Tax Replacement 

All Other: 

Total State Aid 

GENERAL STATE OPERATIONS 

Law and Public Safety: 

State Police: 
New communications system 
Additional non-police personnel 
Operation of new regional laboratories 

Motor Vehicle Division: 
Reflectorized license plates 
Liability insurance and all other programs 

Public Utilities: 

Public Broadcasting 

Labor and Industry: 

WIN and other manpower programs 
Rehabilitation 
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$ 50.0 
25.2 
1.8 
1.7 

78.7 

- 5.7 

20.3 
11.0 
1.0 

12.0 

7-3 
2.0 

.5 

.4 

.2 

1.0 
1.5 

3.0 
.8 

$ 73.0 

44.3 

4.0 

9.3 

.9 

$131.5 

3.6 

2.5 

3.8 



2. 

Higher Education: 

5,6LO additional full-time equivalent students 
at Rutgers, the State Colleges, and Newark 
College of Engineering 

College of Medicine and Dentistry 
New Colleges 
Educational Opportunity Grants 
Scholarships 

Institutions and Agencies: 

Medicaid Administration 
Public Defender 
Children's Services 
Care of the mentally retarded 

Treasury: 

Pensions and employee benefits 
Rent 
Salary program and normal increments 

Inflated costs of purchased supplies 
and services: 

Total General State Operations 

CAPITAL 

Martland Hospital 
Debt service and all other 

Total Capital 

Contingencies and all other increases 

Adjustment for increase over 1969-70 
net appropriations after lapse 

Total Net Expenditure Increase 

January 28, 1970 
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12.0 
1..5 
1.0 
3.0 
L.o 

L.O 
2.0 
3 . .5 
3.0 

12 . .5 
2 . .5 

37.0 

L.O 

21..5 

12 . .5 

.52.0 

5.0 

$100.9 

2.L 6.L 
--~ 

$ 6.4 

20.0 

10.0 

$268.8 



Gentlemen, I have Mr. Walter Wechsler, the Deputy 

Budget and Accounting Director, here with me. Between both 

of us, we will try to field some of your questions. 

ASSEMBLYMAN DE KORTE: Thank you, Mr. McCrane. 

Gentlemen, are there any questions of the State Treasurer? 

Senator Dumont. 

SENATOR DUMONT: Mr. McCrane, have you taken into consider··· 

ation the fact if we go to 5 per cent in New Jersey, we are 

very likely to discourage a very heavy volume of purchasing 

that is done now by residents of Pennsylvania and New York 

State within New Jersey. In other words, you estimate here 

that this increase in the state sales tax from 3 cents to 5 

cents on the dollar would produce about $200 million annually. 

But if my recollection is right, even with the 3 cents, we 

haven't produced $100 million per penny yet in the state up 

to this time. Is that right or wrong? In other words, have we 

at any time, including the last fiscal year, realized $300 

million from the sales tax based on a 3 per cent sales tax? 

.fvlR. MC CRANE: Senator Dumont, I would like to refer 

that question to Mr. Glaser or --

SE~~TOR DUMONT: Mr. Wechsler. 

J.IIIR. l'1C CRANE: Yes • 

. HR. WALTER WECHSLER: Right now, Senator, we are estimating 

$95 million a penny for the current year. 

SENATOR DUMONT: Now let me continue on this then. You 

are estimating that for the new fiscal year 

MR. WECHSLER: For the current year. 

SENATOR DUMONT: -- for the current year. What are you 
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estimating for the new fiscal year, $100 million per penny? 

MR. WECHSLER: $103 million per penny. 

SENATOR DUMONT~ Suppose I were to tell you, Mr. Wechsler, 

and I am sure you are well aware of this, that probably 20 

to 25 per cent of the volume of purchasing done in the counties 

bordering on the Delaware River across from Pennsylvania is 

done by out-of-state people who buy in New Jersey. Do you 

still estimate that you are going to get $100 million per penny 

or $103 million per penny if the tax were raised to 5 cents 

on the dollar? 

MRo WECHSLER: I might answer it, sir, in a slightly 

different context, pointing out that our estimates for next 

year have not fully discounted the possibility of a levelling 

off in the economy. And in the figures that we have prepared, 

we are suggesting, therefore, that the surplus be raised 

somewhat to cushion us against a fall~off. 

SENATOR DUMONT: Let me get back to this point: If 

the difference between Pennsylvania and New Jersey is only 1 

cent on the dollar and if the difference between New York City 

and New Jersey is only 1 cent on the dollar, don°t you think 

that that is going to effectively discourage Pennsylvanians 

and New Yorkers who now buy in New Jersey from continuing to 

buy here because it wouldn°t even pay for their gasoline or 

their tolls to come across the river? 

MR. WECHSLER: Senator, Mr. Glaser, the Acting Director 

of Taxation, may have some more on that point. 

MR. SIDNEY GLASER: I would like to point out that in 

New York, for example, clothing is subject to tax. I feel 
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under those circumstances, there would be no discouragemento 

But quite naturally as you close that gap in the rates between 

adjoining states, it is quite possible that you might lose 

some business" It is difficult to evaluate. 

SENATOR DUMONT~ Now let's take it in the reverse 

direction. The State of New York sales tax is at 3 cents 

outside of some of the major cities where there is also a 

city sales tax in addition to the state sales tax. Isnat it 

therefore going to encourage New Jerseyans who live in the 

northern tier of the counties in the state if we go to 5 cents 

on the dollar to do their purchasing in New York State instead 

of buying in New Jersey as they do today with 3 cents, equal 

to the New York State tax but not greater than? 

MR. GLASER: Yes, they might very well do that, but 

under the law the New Jersey purchaser is still liable to pay 

a use tax. In other words, if the goods is shipped in inter­

state commerce, this purchaser is required to pay a tax and 

we are making efforts to enter into some arrangement with 

New York and Pennsylvania in order to assure the payment>s by 

the purchasers in the respective states. 

SENATOR DUMONT: Well, Mr. Glaser, I am certainly not 

one to advocate at any time disobedience to any law, but I also 

think that we are practical enough to realize that this business 

of the use tax is more theoretical than practical when people 

buy outside the State. 

MR. GLASER: Actually there are several mid=western 

states which have entered into voluntary agreements and I think 

there has been a great improvement in the compliance with the 
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laws of those states. I am referring to Illinois, Kentucky 

and the states which adjoin those states - Iowa, etc. They 

have had varying success. This is one of the efforts to·which 

I think we must direct our attention. If the law requires 

the imposition of the use tax, I think it is incumbent upon 

the administration to do everything in its power to see to it 

that that use tax is effectively enforced. 

SENATOR DUMONT: I agree with you. But having observed 

first hand the lack of observance of the Pennsylvania use tax 

by Pennsylvanians, some Pennsylvanians, at least, who purchase 

in New Jersey, I think it is going to take some real enforcement 

MR. GLASER: It will. 

SENATOR DUMONT: [Continuing] -- to make the use tax 

work. 

MR. GLASER: I think whenever you increase your rates 

and you bridge the gap, there is a possibility of the loss of 

revenue. 

SENATOR DUMONT: Don ° t you think it would be better 

to raise the sales tax to 4 cents so you have a competitive 

advantage with respect to Pennsylvania and New York City 

particularly, that that way you would derive proportionately 

more revenue than by going to a point where you are going to 

get a diminishing return by raising it to 5 cents on the dollar? 

MR. GLASER: Basically, this is really a budget question. 

I think it is a question of raising x number of dollars. I 

don't think you can do it if you just raise it by 1 cent. 

SENATOR DUMONT: I would agree with you, that you have to 

raise x number of dollars. But I don't think the theory behind 
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this is going to raise thc:tt kind of money because of the 

diminishing returns that a.re going to be produced from the 

S-cent tax. 

MR. WECHSLER: Senator, there is a real point in what 

you just said. Our estimates for next year on the present 

3-cent base, as I pointed outo are $103 million per penny. 

Adding the 2 cents we believe will result in only $100 million 

per penny for the next 2 cents. This is the way we have 

scaled it in anticipation of the possible loss because of t.hat 

competitive factora 

SENATOR DUMONT~ Well, I hope that you are right in 

what. you predict by way of revenue, but personally I think 

you would be more accurate if you figured about $90 million 

per penny by going to 5 cent.s t.han $100 million. Therefore, 

I am deeply concerned on whether you are going to produce the 

kind of revenue you think on this basis. Thank you very much. 

SENATOR DEL TUFO: Mr. Treasurer, it is said that $300 

million is needed to make up for the deficit. I notice in 

ym:~..r st~atement you mention $200 milLion to be picked up through 

+_he addit.ional 2 cents and $29"6 million to be picked up 

through equipment and $10 million through advertising. That 

makes $249 million plus. How do you expect to pick up the 

approximately $50 million? 

MR. MC CRANE~ The bank stock tax was another i t.em 

we included ~= 

SENATOR DEL TUFO ~ Is that. it? 

MR. MC CRANE~ at $9 million. 

MR. WECHSLER~ In anticipation that the legislation 
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would become effective March 1, Senatore the aggregate that 

we would receive from the sources that you are all aware of 

SENATOR CRABIEL: Can you speak a little louder? 

MRo WECHSLER~ The aggregate that we would receive 

effective March 1 to June 30 from the respective sources 

would be $8lo7 million, which when added to the $249 million 

which you just enumerated for the revenues expected next 

year would give us $331 rnilliono And the $331 million versus 
l 

the gap 0 estimated to be around $270 or $280 million in terms 

of actual expenditures will permit a $50 million surplus or 

roughly 3 per cent of the total expenditure pattern, which is 

a fair, certainly conservative, estimate of revenue -- of 

surplus a 

SENATOR DEL TUFO~ Mro Treasurer, you made mention that 

a Blue Ribbon Commission is to be appointedo Well, we already 

have a Tax Policy Cornmission which is made up of 11blue ribbon 1• men, 

men with ability. Now is that Tax Policy Commission going to 

be abolished? I ask you that - I know it 8 s a long question. 

If both are going to be in, existence, both the Tax Policy 

Commission and your new Blue Ribbon Commission, wouldn't there 

be an overla.pping of services and investiga.tory powers on the 

same question of taxes? 

MRo MC CRANEg I don°t believe it is the Governor's 

intention to have two groups doing the same thing. Frankly I 

am not that familiar with the nomenclature and existing corn-

rnittees so I can't properly address myself to your question 

because I am kind of newo But I know the intent is not to have 

two committees doing the same thing. 
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SENATOR DEL TUFO: What concerns me is for years we 

have had this Tax Policy Commission made up of great men, men 

with ability, and yet we have never legislated in line with 

their recommendationsa That 0 s the whole trouble. 

Thank you, Mr. Chairman. 

ASSEMBLYMAN DE KORTE~ Senator Walder. 

SENATOR WALDOR~ Mr. Wechsler, through you, Mr. Treasurer, 

in reference to the figures given by Senator Dumont, it is 

my impression - and I hope you will correct me if I am wrong 

there are no figures that you have available to you, are there, 

that indicate that some 25 per cent of the revenues presently 

collected under the 3 per cent sales tax arise as a result of 

purchases made within the State of New Jersey from out-of-state 

residents? 

MR. WECHSLER: I would, please, like to refer this to 

the Tax Director. 

SENATOR WALDOR: Mr. Glaser, you don°t have any such 

figures? 

MRo GLASER: No, sir, I don°t believe we do. 

SENATOR WALDOR: So, in other words - I am not questioning 

the figure given by Senator Dumont, but I think it should be 

made perfectly clear that the 25 per cent figure that he uses 

and upon which he bases his reasoning of a lessened anticipated 

income on the next 2 cents is basic speculative and there is 

no substantiation based on actual facts or figures that your 

department or your division has that would corroborate a 25 

per cent figure or any per cent figure for that matter, is there? 

MR. GLASER: No, sir. We might have some figures on 

14 



• 

what the use tax would bring. 

that. 

SENATOR WALDOR: I understand. I am not referring to 

MR. GLASER: But not the specifics whic::::h you refer to_. 

SENATOR WALDOR: Thank you. 

ASSEMBLYMAN DE KORI'E: Assemblyman Fiore. 

ASSEMBLYMAN FIORE: Mr. McCrane, I see you have here 

re.garding advertising a yield of $10 million. Is that all 

forms of advertising? 

MR. MC CRANE: I am not quite sure what you mean by 

"all forms 11 ? 

ASSEMBLYMAN FIORE: In other words, I understand that 

magazines and newspapers would be eliminated from this. Now 

I would like to know what led yow people to the conclusion 

of eliminating magazines and newspapers in regard to advertising. 

MR. GLASER: In arriving at these figures, we took some 

national figures. 

ASSEMBLYMAN FIORE: Excuse me. Are you talking about 

the figure that is hear, the $10 million? 

MR. GLASER: I am directing my remarks with respect to 

the $10 million. We took national figures which were available 

and we made certain adjustments based upon activity in New 

Jersey, population and other factors, and we came to the con­

clusion - these. were broad brush figures - but we feel confident 

that they are approximately correct and we did make allowance 

for the newspaper and magazine advertising. 

ASSEMBLYMAN FIORE: You made allowance for newspaper 

and magazine advertising. If you were to include magazines and 
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newspapers, what would this figure be? Do you have any idea? 

MRo GLAZER: You see, under the present sales tax law 

there are many advertising materials which are specifically 

exempt. This is set forth in Section 8·(v) of the law, and also 

in 8{r),I believe it is; the sales of tapes and other advertis­

ing materials, when used for advertising purposes, will now be 

subject to tax. These previously under present law, I should say, 

are exempt. So there are all sorts of catalogs and handbills 

and other advertising materials which would become subject to 

tax. 

ASSEMBLYMAN FIORE: Well, wouldn°t it be a little 

discriminatory to tax a man on a billboard but not tax him 

on any other form of advertising, such as newspaper or magazine? 

It is still for the purpose of building up sales. The advertis­

ment is for the primary purpose of getting people to know what 

he is selling and what it costs and whether it be a billboard 

or a magazine or a newspaper, it is still a form of advertising. 

MR. GLASER: It may be, but traditionally 

ASSEMBLYMAN FIORE: Mainly I think it is. 

MR. GLASER: I think the question of discrimination 

is a legal question. I would agree that there is a different 

treatment given. In many states there seems to be a great deal 

of solicitude for the newspapers and in many cases, even in 

our own sales tax, the sales of newspapers and magazines - period­

icals - are exempt. So I think it sort of just follows this 

sort of solicitude that probably has some origin in the fact there 

should be a free and open discussion and there should not be any 

restraint or restriction on newspapers and magazines and that 
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type of media. 

ASSEMBLYMAN FIORE: Thank you. 

ASSEMBLYMAN DE KORTE: Senator Crabiel. 

SENATOR CRABIEL: Mr. Treasurer, you talk about a 

budget gap. I ask you is the present budget in balance? 

MR. MC CRANE: The one that ends in June of 1970? 

SENATOR CRABIEL: Yes. 

MR. MC CRANE: It is. 

SENATOR CRABIEL: Very well. In the third paragraph 

of your statement, you say: 11 In short, we are spending more 

than we are receiving. 11 Then you go on to recommend to us 

that we do the same thing on a much larger magnitude next 

year. You have testified that you are asking to have the ~ales 

tax accelerated to receive $81 million. How do you propose to 

overcome the budget gap next year? 

MR. MC CRANE: We would hope that we wouldn't have 

one next year. 

SENATOR CRABIEL: Well, if you collect $81 million 

worth of money additional out of the sales tax this year and 

balance your budget and you will not have that $·81 million 

available next year out of the regular revenues, please explain 

to me how you are going to solve the $81 million gap? • 
MR. WECHSLER: Senator, the amount that we believe 

will come out of this package of bills from the period March 

1, 1970, to the end of the next fixcal year, June 30, 1971, 

is $331 million. Of that sum, we need approximately $270 to 

$280 .. million to balance the budget beginning this July 1. That 

would leave a surplus of roughly $50 million - $60 million 
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perhaps. The normal growth of revenues that we can predict 

in the fiscal year which would begin in July of 1971 might 

run $75 to $100 million. With that package aggregating 

roughly $125 to $150 million, we would hope that it will be 

adequate for the requirements of that fiscal year. 

SENATOR CRABIEL: Mr. Treasurer, do I understand 

now that you dongt need $300 million, you only need $280 million 

and we are putting this tax in to create a surplus so we will 

have a surplus in future years? Is that what we are doing? 

MR. MC CRANE: No, sir. 

SENATOR CRABIEL: Thatgs what the man just testified 

to. Will you please explain to me exactly what type of 

revenue is needed for the budget you are proposing to present 

for the fiscal year 8 70 to 1 71? 

MR. MC CRANE: First of all, starting off addressing 

ourselves to the total budget of approximately $1.6 billione 

the amount physically and literally needed is approximately 

$270 million, but within the total amount of the over-all 

State budget, it is obvious that you have to have, unless you 

are a real good crystal-ball gazer, some contingencies built 

in here or allowances for economic conditions in our State. 

The $300 million would produce approximately a $30 million surplus~ 

which is a very, very small surplus in a business this size~ 

SENATOR CRABIEL: That is the first time I have heard 

the statement that it proposed to produce a surplus. All right. 

In other words 

MR. MC CRANE: We are not trying to create a surplus. 

It is just a normal surplus which the State requires and in 
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checking back since 1965, I believe the State has always had 

a surplus of not less than $30 million. So on a total budget 

of $lo6 billion, this is less than 3 per cent. 

SENATOR CRABIEL: Wouldn't it be more prudent to follow 

accepted practice in that the Governor present a budget to the 

Legislature and at that time present a method of financing the 

budget he proposes so that the Legislature has before it the 

complete budget, what is proposed to be spent, so they know the 

facts? 

MR. MC CRANE: We have the facts as we can best 

guesstimate them now. However, the calendar starts to play 

a role in this in terms of implementing this program by March 1. 

It plays a pretty important part, practically one-third of a 

year, in reaching these figures. 

SENATOR CRABIEL: Mr. Treasurer, what has March 1 

got to do with it? I thought you just testified that the 

budget is in balance until June 30th and we have until 

July 1 of this year to pass an appropriations measure and a 

revenue-raising measure. What .has March 1 got to do with it? 

MR. WECHSLER: Senator, if we wait beyond March 1, 

then the projection of yield totalling $331 million, beginning 

March 1, will fall and to that extent, we would then have less 

surplus to balance the requirements for the future. 

SENATOR CRABIEL: I am aware of that. That's 

exactly what you say in your statement. We are spending more 

than we are receiving. But you are continuing to do the same 

thing that was done last year, Mr. Treasurer, exactly the same 

thing, in that you are continuing to do the same thing and we 
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are going to move forward this budget crisis again to the 

next fiscal year. 

MR. MC CRANE: A considerable portion of these 

programs were committed or mandated last year to be spent this 

year and now we have to come up with the money to follow through 

on them, Medicaid being one. 

SENATOR CRABIEL: I am aware of that. 

Does the administration propose at any time in the 

foreseeable future to come back and ask for a sales tax on 

clothing? 

MR. MC CRANE: To my knowledge, no, sir. 

SENATOR CRABIEL: Does the administration propose in 

the foreseeable future to come back and ask for a sales tax on 

food? 

MR. MC CRANE: To my knowledge, no, sir. 

SENATOR CRABIEL: Does the administration propose in 

the foreseeable future to come back and ask for a sales tax on 

drugs --

MR. MC CRANE: To my knowledge, no, sir. 

SENATOR CRABIEL: prescriptions? 

You have suggested a Blue Ribbon Commission. One of 

my colleagues here has questioned you concerning that Blue Ribbon 

Commission. First of all, what is your conception of the proper 

size and makeup of such a Commission? 

MR. MC CRANE: Frankly I wouldn't want to venture 

too far in the definition of what size a Commission should be, 

frankly because I haven 1 t had too much experience in that area. 

But basically speaking, my presumption would be the Commission 
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would be made up of representative members of all phases of 

our economic life here in the State and relatively speaking a 

fairly small group, perhaps increased by special outside groups 

that would direct their attention to specific areas, but a 

working nucleus of a fairly small committee. 

SENATOR CRABIEL: You are thinking then in terms of 

a committee the size of the present State Tax Policy Commission 

which I believe has a membership of five or six or seven. 

SENATOR DUMONT: Seven. 
-. 

MR. MC CRANE: Yes, sir. 

SENATOR CRABIEL: That is what you are thinking of, not 

in terms of a commission similar to Governor Hughes' Commission 

on Civil Disorders in Newark or his Commission on the Salary 

Scales bf State Employees, which was operating in the last 

several years. That was a _commission much larger than the 

Tax Policy Commission. You favor the small commission? 

MR. MC CRANE: Yes, sir. 

SENATOR CRABIEL: Would you think that a small commission 

would be able to do anything excepting what was alluded to by 

one of my colleagues, that it would file a report. WOuld you 

think that a small commission would get the support of the 

Legislature and the Executive to have its recommendations 

enacted? 

MR. MC CRANE: I would hope so, sir. 

SENATOR CRABIEL: You state in your testimony that it 

takes six months or a year for these recommendations. On what 

do you base that? 

MR. MC CRANE: I think basically on the length of time 
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it apparently takes to get anything done these days frankly. 

By the time the study is made, the analysis and the recommendations 

put in, I think six months is a fairly conservative figure. 

SENATOR CRABIEL: Well, I call your attention to the fact 

that the Constitutional Convention did their job in, I think, 

90 days. I think theV~sor Committee did its job in a relatively 

short time. I just can°t understand this pessimism that the 

Blue Ribbon Commission, which on the basis of it are top-flight 

people, wouldn 1 t be able to do this job in a shorter time. 

MRo MC CRANE: Certainly every effort would be made to 

try and accomplish it in a shorter time. 

SENATOR CRABIEL: Wouldn't it be better in any commission 

that you had to have representation from the Legislature? 

MRo MC CRANE~ Yes, sir. 

SENATOR CRABIEL: Well, that would automatically make 

the commission bigger than you are talking about then. 

MR. MC CRANE: In other words, I certainly don°t want to 

get hung on whether it has 6 people or 8 people or 9. I think 

you can argue that both wayso The main thing is that you have 

the quality and know-how within the committee to get the job 

done; whether it takes 6 or 8 or 9, I think is somewhat academic. 

A large committee I would estimate would be 25 to 30, for 

example, or 40 peopleo 

SENATOR CRABIEL: Do you sincerely believe that a com­

mission of that size would be able to swing the weight of public 

opinion behind any proposal? 

MR. MC CRANE: Well, I think the committee would be 

charged primarily with coming back with their recommendations 
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on tax reform. Whether or 'not it would be their responsibility 

to, as you sayo sell the public on it is a question. 

SENATOR CRABIEL: What, sir, is your conception of what 

major tax reform would be? 

MR. MC CRANE: I think I'd rather not commit myself 

on that because I just haven't thought it through that far 

and frankly am not that familiar with it. 

SENATOR CRABIEL: Well, in your opinion would tax reform 

encompass consideration of reduction of real estate taxes 

to the homeowner? 

MR. MC CRANE: I believe that would be one of the primary 

objectives, to try to lessen the burden on the homeowner. 

SENATOR CRABIEL: In your opinion would tax reform 

constitute consideration of an alternate broad-base tax? 

MR. MC CRANE: I believe it would have to, sir. 

SENATOR CRABIEL: In your opinion would tax reform 

constitute consideration of classification of properties for the 

purposes of taxes? 

MR. MC CRANEg I have no opinion on that, sir. 

SENATOR CRABIEL: Well, my concern is, Mr. Treasurer, 

that we are putting the cart before the horse and that we 

are attempting to tax our people and get a lot of additional 

money without telling them two things: one, where we are going 

to spend the money - what programs we propose to spend it on -

and then we hold out to them a carrot here that we will consider 

tax reform. But my concern is: How can you reform taxes when 

you get taxes so high that it is almost impossible to reform them? 

MR. MC CRANE: Actually, sir, the commitments of a good 
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portion of this budget gap are here and were put here by 

decisions made last year. 

SENATOR CRABIEL: Well, as I see it though, you are 

continuing that same budget gap. You are not proposing to put 

this tax into effect on July 1st. That would be a proper 

proposal, to do that. But you are in effect saying: Let 0 s 

get a one-shot tax again. Let 0 s get money from March until 

the 1st of July, with no possibility of getting that money 

back next year, other than as was testified by the Budget 

Director as partial increase in normal growth. I have great 

respect for his ability, but I challenge those figures that 

he used for the normal growth. I think they are too high, but 

that is another sUbject. 

My real concern here is asking the people to pay in 

advance before we have even looked at what the administration 

and the Legislature are willing to support in the way of 

programs. 

MR. MC CRANE: This budget contemplates no new programs, 

but primarily living up to the financial commitments that were 

mandated previously. 

SENATOR C~BIEL: All right. That leads me to another 

question. I read in the press that the Governor met with the 

Essex County delegation and, as quoted in the press, they said 

that they might consider supporting this program because they 

had been assured additional moneys for the City of Newark. That's 

almost a quote, unquote, that's in the morning paper. I ask 

you if your proposal as it is before us provides any new programs 

to the best of your knowledge. 
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SENATOR WALDOR~ Excuse me. You talked about a meeting 

between the Governor and the Essex County Senate delegation and 

1 was present and you are speaking now of a quotation that 

was 1n the press and I donJt think the Treasurer, not being 

present. at t.he meet.ing, is in a position to even answer that 

qucst.1on and I 0 d l1ke to answer it. because I was there and he 

wasn~to 

SENATOR CRABIEL~ Senator, just a moment, I had the floor 

and you have a perfect right to come back and answer the question. 

1 did not. attribute to the Treasurer this. I said it was a 

press report. But I wanted to get him to say as far as the 

administration is concerned, there are no new programs in 

this budget and thatns what he has said. 

ASSEMBLYMAN DE KORTE: I think he has already said that . 

SENA.TOR WALDOR ~ 

SENATOR CRABIEL ~ 

That 0 s exactly what he said. 

He said that. That 1 s right. Now I 

would also like to ask you, sir, this~ 1 also read in the 

same ar.t_icle t.hat. he met with t.he members of the Middlesex 

delegat.1.on and the Middlesex delegation was assured that there 

would be tax reform and my question again is: From your know­

ledge, do you have any specific knowledge of what this supposed 

tax reform is to be? 

MRo MC CRANE: No, sir. 

SENA.TOR CRA.BIEL: On the bank stock tax -- Mr. Chairman, 

is that a proper question. The Treasurer has raised it. However, 

that is not the function of this hearing. 

A.SSEMBLYMAN DE KORTE~ It is not a function of this 

hearing. Senator,you and I both attended a very lengthy hearing 
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on the bank stock tax in the past. I don°t know whether you 

have any new questions, but it certainly is irrelevant to the 

bill that we are considering here. 

SENATOR CRABIEL: I realize that. But I thought because 

we had the Treasurer who is responsible for the fiscal program 

in the administration, I would like --- The hearings we held 

on the bank stock tax, sir, were based on the administrative view 

of Governor Hughes. I wanted to develop as to whether the 

administrative view of Governor Cahill is the same as Governor 

Hughes. To that point, I think my question is relevant because 

he has raised it in his statement. 

ASSEMBLYMAN DE KORTE: I don 1 t believe he has raised it 

in his sta~ement at all. 

SENATOR DUMONT: Yes, he has, right here on page 4, the 

second paragraph. 

SENATOR CRABIEL: I quote to you, Mr. Chairman, 11The final 

portion of Governor Cahill's program is doubling of the bank 

stock tax and a doUbling of the financial business tax on small 

loan and finance companies. The first year 1 s yield on these 

taxes will net the state $9 million," and it is part of his 

package that he is saying he needs to balance his budget. 

ASSEMBLYMAN DE KORTE: Senator, I will permit you to 

ask a couple of questions within this area. I ask you to restrain 

yourself because we do have 27 witnesses at the moment who want 

to testify on the sales tax bill. So if you can confine yourself, 

go ahead. 

SENATOR CRABIEL: Very well. Thank you. Governor Hughes 

in proposing the bank tax proposed that all of the revenue go 
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back to the municipalities and counties. Do I understand the 

proposal of Governor Cahill is for the State to keep the revenue? 

MR. MC CRANE: Yes, sir. 

ASSEMBLYMAN DE KORTE: May I add or clarify that it is 

the increased revenue. That portion of the revenue the towns 

are already getting and the counties are already getting will 

continue to go to them under the bill as drawn. 

MR •.. MC CRANE: That is correct. 

SENATOR CRABIEL: One other question, Mr. Treasurer, 

what is your position or the position of the administration 

as to why, if the bank .stock tax is to be increased.-why the 

tax should not be placed on savings banks as well as commercial 

banks? 

MR. MC CRANE: Very frankly, I am studying both the 

savings banks and the mutual banks as to why they haven't been 

in the past and why they shouldn't be now. 

SENATOR CRABIEL: I have missed the answer to your 

question. You say you are studying it? 

MR. MC CRANE: The question you posed is the same question 

I posed to myself and as recently as yesterday received information 

from Mr. Glaser about the historical reasons why mutual banks 

and/or savings and loans have not been part of the tax program 

in the State. 

SENATOR CRABIEL: Then it is possible that a further 

recommendation might come from you in this field. 

MR. MC CRANE: Yes, sir. 

SENATOR CRABIEL: Very well. 

ASSEMBLYMAN DE KORTE: Assemblyman 
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ASSEMBLYMAN FLORIO: Mr. Treasurer, this commission that 

you propose. How fast do you think this will get into operation? 

MR. MC CRANEg I would like to believe that we would 

have Very frankly, there are certain priorities that 

physically have to be doneo I just found my way to Trenton, 

like, Monday, so there are other priorities that have to be 

decided in my office and in the Governor 0 s Office. But I 

would certainly rate the appointment and organization of this 

committee as having a very high priority and would hope that 

something positive would be done on it wit,hin the next three 

weeks or four weeks. 

ASSEMBLYMAN FLORIO~ Would you see one of the roles of 

this Commission as gathering the data, the presentation of 

stat.ist"ics and information tha.t we will need to get into an 

accurate presentation of what is required by the State? 

MR. MC CRANE~ Yes, sir. 

ASSEMBLYMAN FLORIO~ I put into question some of the 

figures you have placed before us, for example, the bank stock 

tax" Now you said $9 million to be realizedo Last year the 

proposal was made for a tripling rather than a doubling and the 

projections then were $30 to $35 million, a rather substantial 

differenceo 

ASSEMBLYMAN DE KORTE: If you will, Assemblyman, just 

pause there for a moment, those projected figures of $35 million are 

again anticipated implementation of that tax before the beginning 

of a fiscal year so that we could grab a lit.tle revenue before 

the fiscal year started and that is how you built it up to $35 

million. 
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ASSEMBLYMAN FLORIO: Again this is what should be 

presented to us. We are the representatives of the people 

of this State. We are being asked· to legislate a rather 

substantial and burdensome tax on the people of this State 

in a vacuum. The figures you presented in regard to the 

advertising-printing accounts - the figures of the United States 

Department of Commerce indicate 30 per cent of all commercial 

printing in this State is advertising. The figures that they 

present as to the total volume of commercial printing - $367 

million - 30 per cent of that is $110 million. Applying 

the 5 per cent tax to the $110 million, you come to a figure 

of $5.5 million rather than the $10 million that you projected. 

The point I am attempting to make is that you are talking in 

terms of piinting the picture with a broad brush. You use the 

term 11 guesstimates. 11 Don 1 t you think we should have some 

statistical data and perhaps we should have a more lengthy hear­

ing? The sense of urgency when we are dealing with a tax 

of this sort is not such that we should hurry into something 

not knowing what we are doing. 

MR. MC CRANE: The question that you address yourself 

to, I would like to have an opportunity to answer, if I could. 

Do you want to talk about that, Mr. Glaser? 

MR. GLASER: I think with respect to the question of 

advertising, in the proposed bill, there is a section that 

would impose a tax on certain advertising services in addition to 

the sale of tangible personal property, and generally advertising 

services constitute a substantial proportion of the charges by 

advertising agencies when you relamthe amount of services to 

29 



the amount of tangible personal property which is sold. I 

think that may account for at least most of the difference 

between your estimate of $5.5 million and the estimate that 

we have made of approximately $10 million. 

ASSEMBLYMAN DE KORI'E: Do you want to rephrase your other 

question, Assemblyman, or rather 

ASSEMBLYMAN FLORIO: The question essentially is that the 

sense of urgency, I don't feel, should force us into a position 

of legislating on these matters dealing with guesstimates. 

ASSEMBLYMAN DE KORTE: If you can phrase that as a 

question, perhaps it can be answered. As you phrase it, it 

isn't a question. 

ASSEMBLYMAN FLORIO g Ca.n we use another month - will 

another mo~th provide us with some statistical data rather than 

guesstimates which prove to be totally a.n unworkable situation 

in terms of the budget? 

MR. MC CRANE g I think :!guesstimate o: is a little bit of 

an unfair word. 

ASSEMBLYMAN FLORIO: It was yours. 

ASSEMBLYMAN DE KORTEg Not in the context of the revenue 

to be raised. 

MR. MC CRANE~ In my opinion the people who prepared 

these figures have been applying themselves over quite a period 

of time. It is their best estimate as it would be in any budget. 

They have done their homework as to how they arrived at these 

figures and I think you can be satisfied and they are open and 

available to you as to how they arrived at them in any detail or 

30 



depth that you might like" 

ASSEMBLYMAN DORGAN~ Mr. Budget Director, I would like 

to get this point that the Senator raised clear in my mind as 

to the surplus on both o.f these budgets. Now as I understand 

the situation, the existing budget, our present budget, is in 

balance and by 16 months of these programs, we will appreciate 

an additional $331 million in revenue. I also thought I heard 

you say that we will have a $280 million deficit in the 1970-71 

budget and I see $248o8 million .for additional expenditures for 

next year. So could I please have clarified about this $30 

million surplus? It looks more like $50 million to me the way 

I read it. 

MR. WECHSLER~ Yes, sir. In the current fiscal year, our 

revenues will be approximately $1,272,000u000. The appropriations 

are $1,355,000,000 round .figures. So you see there is a budget 

ga.p right there of some 80 odd million dollars, an actual gap 

between outgo and income. Were it not for the fact that surplus 

had accumulated .from prior years in the t.otal of $126 million, 

we would not be able to have balanced this budget and the Con­

stitution requires thato 

ASSEMBLYMAN DORGANg I understand that. But you will have 

no deficit June 30th without any increases, is that right, and you 

will have no surplus? 

MR. WECHSLER: We will have a surplus this June 30th. 

ASSEMBLYMAN DORGAN: Of about how much? 

MR. WECHSLER~ Of approximately $47 million after applying 

some $6 million worth of supplementals which we believe will 

probably be enactedo So we begin next .fixcal year with $47 million 
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in surplus carried over. Now our revenue estimates for next 

year total $1,285,000,000. When you add both the beginning 

surplus and that revenue estimate, you get a total of $1,332,000,000. 

Our budget requirements next year appear to be in the sum of 

$1 0 6l3 0 000,000o which includes the $270 million and that contingency 

item might be increased by ten, so that we will have a total of 

$280 million. But in any event, if the budget requirements 

next year are going to be $1,613,000,000 and we will only have 

$1,332,000u000 on hando we will be short some $280 million, 

just to come out even. The $331 million yield will give us 

a total of about $50 million in surplus. 

A.SSEMBLYMAN DORGAN: I thought I heard someone say 

earlier it would be around a $30 million surplus? Is it $50 

million? 

MRo WECHSLER~ =~ with t.he estimate of the $331 million, 

siro 

ASSEMBLYMAN DE KORTE~ Mr. Wechsler, to the extent 

that your $103 million per penn:y projections are a little 

ambitious, that surplus will be eroded, I guess. 

MRo WECHSLER~ Yes, sir. Of course, $103 million is 

based on 3 cents and when you go to 5, we believe that the next 

2 cents might cause some attrition. 

ASSEMBLYMAN DE KORTE: But you are projecting in this 

program approximately what per penny on the next 2 cents? 

MR. WECHSLER~ On the next 2 cents, $100 million. 

ASSEMBLYMAN DE KORTE~ $100 million. And to the extent 

that that estimate is a little overly ambitious, your surplus 

or projected surplus ---
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MR. WECHSLER: If it is, then our surplus will wane, 

right. 

ASSEMBLYMAN DE KORTE: Mr. McCrane, from what you say 

the administration does recognize the need for tax reform. 

MR. MC CRANE: Yes, sir. 

ASSEMBLYMAN DE KORTE: And the vehicle that the admin­

istration proposes to accomplish this is some sort of a Blue 

Ribbon Commission. 

MR. MC CRANE: Correct. 

ASSEMBLYMAN DE KORTE: In the judgment of the administration 

and in your judgment will the tax program which you now recommend 

give us adequate time to conduct tax reform measures that may 

be recommended by such a commission? 

MR. MC CRANE: Yes, sir, 

SENATOR CRABIEL: Mr. Chairman, 

ASSEMBLYMAN DE KORTE: Yes, sir, Senator Crabiel. 

SENATOR CRABIEL: To clarify my own thinking with 

respect to a question that Mr. Wechsler just raised, do I: 

understand that the total budgeted appropriations for this 

current year that we are in are $1,350,000,000? 

MR. WECHSLER: Roughly. Right. 

SENATOR CRABIEL: And did you testify through Mr. McCrane 

that the proposed budget for the coming fiscal year is $1,613,000,000? 

MR. WECHSLER: Yes, sir. 

SENATOR CRABIEL: That is $262,000,000 more in one year, 

is that correct? 

MR. WECHSLER: Actually it would be a little more than 

that. 
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SENATOR CRABIEL: $262 million. Now, Mr. McCrane, could 

you just outline to us what that $262 million is supposed to 

cover? 

MRo MC CRANE~ I believe it is on your back sheet there. 

ASSEMBLYMAN DE KORTE: It is on the sheet attached to 

the statemento 

SENATOR CRABIEL~ I hadn°t seenit. All righto 

MRo WECHSLERg It begins with the page headed, 1'Estimated 

Significant Increase." 

SENATOR CRABIEL~ Very wello I 0 ll study it. I haven°t 

seen ito 

ASSEMBLYMAN DE KORTE~ Senator Dumonto 

SENATOR DUMONT: Mr o McCrane, how much revenue are you 

anticipating from the lottery the next fiscal year? 

MRo MC CRANE~ I believe we have $5 million. 

MRo WECHSLERg $5 million, yes, sir. 

SENATOR DUMONTg Is there any definite date yet as to 

when it will start in the next fiscal year? 

MRo MC CRANE~ No, sir. 

SENATOR DUMONT: You don ° t estimate more than $5 million 

to be received from that. 

MRo MC CRANE~ No, sir. 

SENATOR DUMONT~ Now t.urning to this Blue Ribbon Commission 

t.hat has been mentioned by Senator Del Tufo and Senator Crabiel, 

first I simply want to point out as a matter of background here 

how long t.he State Tax Policy Commission has been in existence. 

It is 25 years since it was created in 1945. It consists of 

seven members, five of whom are citizen members, so to speak, 
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- that's the way we often describe those outside the Legislature -

and two legislators, one from each house. It also has a permanent 

staff and an appropriation made annually by the Legislature. 

In addition to that, it has rendered at least 12 or 13 reports 

on all major subjects of taxation in the State over those 25 

years. My point here is, if you create a Blue Ribbon Commission, 

aren't you going to have to provide that Commission with some 

money in order to operate? 

MR. MC CRANE: Yes, sir. 

SENATOR DUMONT: Then aren't you going to be duplicating 

the appropriation that is made annually to the State Tax Policy 

Commission? You have indicated that you think there ought to be 

some legislators on the Blue Ribbon Commission. Certainly I 

would agree with that. But aren't you really going to be duplicat­

ing as to personnel and appropriations the tasks of the State Tax 

Policy Commission which has had the experience of 25 years and 

has a permanent staff and an annual appropriation? 

MR. MC CRANE: I think your point is well taken. I 

believe it might very well be that the Blue Ribbon Commission 

would work with or as part of the Tax Policy Commission or supple­

ment the Tax Policy Commission by additional members. 

SENATOR DUMONT: Well, wouldn't it as one of its first 

tasks, as a matter of fact, be to go to the State Tax Policy 

Commission to assemble from that the information that has already 

been accumulated? 

MR. MC CRANE: You certainly would want to capitalize on 

the work that has been done and the expertise that has been 

gathered within that Commission. 
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SENATOR DUMONTg I am not saying you are wrong or 

the Governor is in such a viewpointo But I think you are going 

to be largely duplicating a commission that is already established 

and well established, as a matter of fact. Thank you. 

SENATOR DEL TUFO~ Is this commission to be appointed 

in order to bypass the cry for a tax convention? 

MR. MC CRANEg No, siro 

ASSEMBLYMAN DE KORTE: Any further questions of the 

State Treasurer? If not, I am going to release you and thank 

you for coming. Mro McCrane, Mro Wechsler and Mr. Glaser. 

Thank you all for being here" 

Assemblyman Goldfa.rb, please o 

D A V I D G 0 L D FAR Bg Mro Chairman, my name is 

David Goldfarb o I am from Essex County. I am an Assemblyman. 

I would like to present myself to you in this manner 

by telling you that I have initiated a survey among my constituents 

immediately following the inaugural address of the Governor~ I 

am obtaining opinions both pro and con on the issue of the sales 

tax and I am cont.inuing my inquiry so that I am and can be fully 

intelligently informed as to the interest of the people in my 

a.reao 

Before we enact int.o law the increase in sales tax, 

Bill A 416, I urge this Commission to examine carefully the 

proposed budget to make sure that the deficit is truly as you 

have been discussing, $300 million, and also to have an examination 

of alternate sources of revenueo 

At this moment I would have to say as a State representative 

t.hat I am not fully in accord with a. second broad-based tax, 
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meaning that I do not favor an income tax because I don't 

think it is the fairest tax. A sales tax such as ours is 

presently does not tax food, clothing, rent or other necessities, 

but is truly a tax on luxury items. So to me and to those of 

whom I have made inquiry to this moment, it seems the fairest, 

fairest to the pensioners, fairest to other persons on fixed 

incomes. 

I do not believe this tax should be extended to machinery 

and equipment. To do this would drive away new industry and 

prevent plant expansion and modernization of existing industrial 

plants which might result in their moving out of the state, resulting 

in the· l<,;>ss .. of many jobs and hinder the economic development of 

New Jersey. 

If we eliminate the tax exemptions on advertising 

materials, we should do so completely with no exemptions for 

newspapers or magazines. There is no tax on printing in New 

York or Pennsylvania. Can you imagine the exodus of these 

industries to other states? 

I respectfully propose that an increase in sales tax be 

for a limited period of time, one or two years. During the 

interim a tax conference, as called for by Governor Cahill on 

Monday and referred to by our State Treasurer today, can be 

held to consider other sources of revenue, such as an increase 

in the painless jet juel tax, painless over-the-road or mileage 

ton tax on vehicles of 10 tons and over, an extension of the 

racing season, a tax on motel and hotel rooms, and a complete 

review of our present structure for collecting taxes, with placing 

of all collections in one agency, and that agency be charged with 

37 



the vigorous enforcement of all revenue~producing taxes. 

I am sure that the present lax enforcement is costing 

the State many millionso I would recommend and favor the 

present 5 per cent if it meant the takeover by the State of 

all welfare costs from the counties so as to alleviate the tax 

burden presently on our homes and real estateo 

My purpose in corning was to express myself. If there 

is anything that you would like to ask me at this moment, I 

would be happy to t,ry to a.nswer it" 

ASSEMBLYMAN FIOREg Assemblyman Goldfarb, I see one 

thing you have here is the extension of the race track season. 

As you know" there will be a meeting of myself and the Racing 

Commission regarding t.his o The reason for that is that we find 

many of the states surrounding New Jersey are having racing 

during the winter season and it has become very profitable. For 

exampleJ we understand the new track that went into operation, 

Liberty Bell, has pari~mutuels well over a million dollars and 

returning to the state, as it would under the law in New Jersey, 

7 and 1/2 per cent, about $500,000 to $550,000 per week annually, 

during the winter season. 

You have mentioned some methods. Could you explain a 

little bit about some of the methods that you are talking about 

in regard to taxation? 

ASSEMBLYMAN GOLDFARB g A~ssemblyman Fiore, I 1 11 try to 

mention a fewo I know that we have a jet fuel tax now. The 

reason that I mentioned the one or two that I did at this moment 

is because I am trying to find painless methods to the citizens 

of this State. One method, that of increasing the jet fuel tax -
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and I respectfully submit I do not have the figures in millions 

of what the production would be on the various thingsthat I 

would now speak about, but they will produce millions. Five 

cents more per gallon tax be placed on each gallon of jet juel 

sold at the various airports in the State of New Jersey, to 

be used by the State in the general fund. Presently we know 

there is a tax on the millions of gallons of jet fuel sold 

throughout the State. We have three or four large airports -

three large - Teterboro, Newark, Morristown, Linden, Camden, 

Atlantic City and others - that purchase large amounts of jet 

fuel. The question is, and presented to me by a person involved 

in the sale of jet fuel, 11Well, we'll gas up in Chicago ... I 

think there can be methods to overcome that. 

New Jersey is a corridor state, Assemblyman, connecting 

Metropolitan New York with the South. Thousands and thousands of 

trucks from the South containing materials for delivery in New York 

and New England are brought into the State by truck each day. 

These trucks use our highways and tax our emergency facilities, 

such as police.and fire departments, ambulances, and they pay 

no tax to the State. It is suggested that a mileage ton tax be 

imposed on all trucks using the highways. This type of tax was 

enacted in New York State about 1950 and has produced approximately 

$300 million a year to the State of New York. I am aware that 

we don°t entertain that much trucking as the State of New York 

but I am sure this would produce ---

ASSEMBLYMAN FIORE: May I just correct you and say 

that the Turnpike, I believe, is the busiest highway in the 

country for trucking. 
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ASSEMBLYMAN GOLDFARB : Thank you a Our Turnpike is the 

busiest in the Nation" Any program that brings in millions 

that may make it possible some day for us to lower our sales 

tax would be very profitable for our commission to look into. 

If they can get $300 million,. we ought to get a piece of it. 

This money could be divided among the various communities in 

the State to reduce the tax burden to the extent that whatever 

the Commission decides the local property owner now supports 

these serviceso 

We know that some of the large trucking companies must 

purchase licenses,but they still do not pay the ton mileage 

taxa 

It is suggested that the Department of Taxation and 

Finance be set. up in the State of New Jersey and that this 

department be solely responsible for the collection and assessment 

of all taxes and fees now paid to the various State departments. 

For exampleu the administration of the motor fuels tax is now 

ha.ndled by the Motor Vehicle Department. The Unemployment Dis­

ability is handled by the State Department of Unemployment 

Insurance. The sales tax is handled by the Sales Tax Division. 

As you can see, the auditing of the returns filed in the various 

divisions entail the use of many groups of auditors. Whereas 

if this tax collection administration was gathered into the 

one department, duplicationu triplication, yes,and even the 

quadruplication of these audits would be eliminated. One auditor 

from the Department of Taxation and Finance could audit all tax 

returns filed by any business on the occasion of one visit. This 

would eliminate many man=hours used by these various groups that 
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are travelling to and from various places each day and most of 

all would save the State millions of dollars. I have no more 

to discuss. 

I hope that you will take some of my suggestions under 

consideration. 

ASSEMBLYMAN FIORE: Thank you. 

ASSEMBLYMAN GOLDFARB: Incidentally, I have an Internal 

Revenue specialist who would like to say a word or two with 

your permission. This is Geoffrey Cheasty. He is a former 

consultant to the Internal Revenue Department and a special 

agent. 

ASSEMBLYMAN DE KORI'E: You have permission. Mr. Cheasty 

proceed. 

G E 0 F F R E Y J. C H E A S T Y: I would like to 

digress just a minute from the sales tax if I may. 

ASSEMBLYMAN DE KORTE: Not too far because this is a 

hearing on the sales tax bill. 

MR. CHEASTY: I just want to draw your attention to the 

fact that in New York City yesterday a proposal was made for 

off-track betting and that the population of New York City, 

seven to eight million people, is approximately the population 

of the State of New Jersey, and that conservatively figuring the 

City of New York estimates this off-track betting will produce 

somewhere in the vicinity of $200 million a year. I think 

consideration of that source of income should also be given by 

this Blue Ribbon panel. Thank you, gentlemen. 

ASSEMBLYMAN DE KORTE: Thank you, Mr. Cheasty. 

Are there any other legislators in the chamber who wish to 
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be heard at this time? If not, Mrs. Charles Pine of the 

League of Women Voters, please. 

M R S. CHARLES P I N E~ Gentlemen, I am Mrs. 

Charles Pine, a member of the state Board of Directors of the 

League of Women Voters of New Jersey. I am here today to 

testify against A 416. This is not that the League fails to 

recognize the critical need for additional State revenue to 

provide urgently-needed programs in our State. We know that 

the State needs revenue. Unfortunately, the money this legis­

lation would raise would not be adequate to attack any of our 

major problemso 

We oppose the 2 per cent increase in the sales tax 

because~ 

lo It is a stop-gap measure to meet the current budget 

deficit, but won't help the State solve its problems. 

2. In light of the total tax picture in New Jersey, a 

2 per cent increase in the sales tax now will simply add additional 

burden to those who are already overburdened. 

3o Studies show that New Jersey can well afford to 

increase its level of State services, provided we relate our taxes 

to ability t.o pay, which the sales tax does not do. 

Therefore, we urge this committee to recommend the enactment 

.of a state graduated personal net income tax which will not only 

close the budget gap, but will assure that we waste no further 

time in coming to grips with major problems which face our State. 

As an example of the kind of problem which we think the State 

cannot continue to ignore any longer, we cite the enormous disparity 

across the State in the quality of public school education. Only 
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29 per cent of the total cost of public education is borne 

at the State level in New Jersey. The national average for 

state support exceeds 40 per cent. 

As a result of this low level of state support and 

because of the way in which this support is distributed, some 

children who live in relatively affluent districts receive 

excellent educational opportunity, while many other children 

growing up in communities which lack sufficient ratables are 

suffering real educational deficiencies. Some of the more 

affluent districts spend more than $1000 per pupil while some 

of the less affluent districts spend less than $400. Legislative 

proposals to ease this situation cannot be properly implemented 

now unless the State exacts taxes to cover the costs of such 

a program. To postpone action not only means that a generation 

of children is being cheated in their educational opportunity 

and certainly no one can measure the ultimate cost of this to 

the State - but, by the time we get around to doing something 

about it, the cumulative results of neglect and postponement 

will make the taxes which we propose now inadequate to do the 

job. 

We are certainly not going to burden this committee by 

reciting the many areas where the services provided by the State 

are inadequate. We know that many commissions and agencies of 

the State have already documented the needs,in relation to 

transportation, pollution and urban blight. The citizens are 

becoming more aware of the needs and they look to the State govern­

ment for solutions. But New Jersey which ranks 49th in the 

country in revenues it raises in relation to personal income cannot 
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provide the solutions which the citizens seek. The Legislature, 

with the best of intentions, cannot meet the demands of the 

citizens if it continues to deny to the State level of govern-

ment a fair share of the tax resources which are available. 

We have included a table with our testimony which is 

on the back and I ask you to look at the table and you will 

see that the burden of State and local taxes in New Jersey is 

roughly inversely proportional to the level of income, whereby 

those at the lowest level are taxed at a rate of approximately 

17 p~r cent for State and local purposes and those at the higher 

levels of the table pay 9 per cent or less. Even when we add 

the major Federal taxes, social security and Federal income tax, 

the burden on New Jersey citizens does not become progressive. 

Adding the 2 per cent sales tax with the same exemptions as we 

presently have makes the picture worse. The next to the last 

column of this table refers to a 1 to 7 per cent graduated 

personal net income tax which would raise $400 million for the 

State and the last column refers to a 2 per cent increase to 

5 per cent with the present exemptions. And you will see that 

even though the personal net income tax which we have included 

in this ta.ble would raise twice as much for the State as the 2 

per cent increase in the sales tax, the burden on the citizens at 

the lowest income levels would be less under the income tax. 

In other words, the burden of the income tax would be less 

even though it would raise twice as much for the State. 

[Table referred to by Mrs. Pine can be 
found on page 138A of this transcript.] 

We agree with the Governor 0 s proposal to have a thorough 

look at restructuring New Jersey 0 s taxes. This will take time. 
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In the meantime, we believe the Legislature should not move to 

make the taxes more unfair but should institute a tax measure 

which will derive needed income for the State from those who have 

the relative ability to pay. The state income tax is such a tax. 

Some other advantages of a state income tax are as follows: 

It is productive. A tax of 1 to 7 per cent, one-half of 

New York State rates, would raise approximately $400 million for 

the State. This would be enough to cover the budget deficit 

which has been explained to us today and in addition it would 

enable us to provide some of the major needs that we know our 

State needs. 

An income tax is also less costly to the citizens than 

a sales tax. As a matter of fact, this income tax to which I 

have referred would raise about $400 million for the State at 

a cost of approximately $290 million to the citizens of the 

State. This comes about through retention and is the amount of 

money which New Jersey citizens would save when they itemize 

their Federal tax returns and are allowed to deduct their state 

tax payments in calculating their Federal income tax. If you 

were to raise $400 million by increasing the sales tax, that 

would cost approximately $375 million for New Jersey citizens. 

The difference is caused by the fact that the burden of the 

sales tax falls in the lower income levels where citizens are 

less likely to itemize in calculating their Federal tax liability. 

Another advantage of an income tax is that it grows with 

the economy. It is more responsive to economic growth than the 

sales tax. In the last decade personal incomes in the United 

States increased 91 per cent, whereas retail sales increased 
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only 70 per cent. The rate of growth of the yield of a graduated 

income tax would be greater than this 91 per cent because a good 

part of the increase in the income is at higher income levels. 

With an income tax, most commuters to New York would 

be spared further increase in their taxes. This would affect 

approximately 200,000 taxpayers, almost 10 per cent of New 

Jersey families. 

The benefits of an income tax can be explained to the 

voters. They may not now realize that an income tax on incomes 

up to $12,000 a year would cost approximately 1 per cent of their 

incomes. About 75 per cent of the families in New Jersey 

earn less than $12,000 a year. Another point which I would like 

to make at this time is that the Federal surtax will be dropped 

on July 1, 1970 and the amount of additional taxes that New 

Jersey citizens paid under the Federal surtax was about $300 million. 

This amount. of money could be collected through a state income 

tax, which we certainly know the State needs. 

What the administration is proposing is to act now to 

increase the sales tax in order to collect four months additional 

revenue with which to begin fiscal 1971 and then study to find 

out what really has to be done about taxes in New Jersey. We do 

not believe that this procedure will increase the confidence 

of citizens in their government. Between now and July 1 there is 

time for the Legislature to give full consideration to the require­

ments of the projected budget and to the total tax picture in 

New Jersey. There is time to develop a fiscal policy for the 

State which will be fair, adequate, and farsighted. And we urge 

you to take this course. Thank you. 

46 



Mrs. Robert Kline, who is President of the League of 

Women Voters of New Jersey, and Mrs. Paul Moffett,who is our 

research person on state taxes, are both here with me today and 

we hope we are prepared to answer any questions which you may 

have. 

ASSEMBLYMAN DE KORTE: Any questions? Senator Crabiel. 

SENATOR CRABIEL: Mrs. Pine, I note that you support a 

tax convention or tax commission for tax reform. What other 

inequities are in the tax structure in the opinion of the League 

other than the position for the income tax? 

MRS. PINE: You are asking the League's position on the 

inequities in the tax structure. 

MRS. KLINE: May I answer that? 

ASSEMBLYMAN DE KORTE: You may. 

MRS. ROBERT KLINE: I am Mrs. Kline, the President of 

the League. We have had a position in favor of a state income 

tax for New Jersey for quite a number of years, as most of you 

know. We are presently engaged in a study throughout the State 

by our League members of the property tax. We don't have a 

specific League position at this moment on the property tax or 

what our recommendations would be on it. But in presenting our 

figures on this tax, we have given you the burden of the property 

tax or of local taxes and we are confident that a glance at 

those figures indicate that this is a tax which is most inequitable 

and weighs most heavily on people who have the least ability 

to meet the taxation. 

SENATOR CRABIEL: Can I phrase my question this way then: 

In your advocacy of a tax convention or a tax commission, would you 
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consider that it would be proper, for instance, to study the 

possibility of a homestead exemption on real estate? 

MRS. KLINE~ Yes, I think we would feel that the entire 

tax picture should be studied and all of the possibilities that 

were considered" I wouldn't be able to say what position we 

would have on any one of these recommendations. 

SENATOR CRABIEL: In other words, the League feels that 

a study of taxes should be more than a study of purely income 

tax versus a sales tax. 

MRS. KLINE: Absolutely. 

SENATOR CRABIEL: Now does the League have any position 

on the type or size or makeup of such a convention or commission? 

MRS. KLINE: No, sir. we really haven°t. I can°t say 

that we even have a formal position in favor of it. We have 

been very much aware of the work of the Tax Policy Commission 

over the yearso I believe in our discussion we felt that the 

appointment of such a Blue Ribbon Commission, as it is being 

called. - that the purpose of it would be to bring into the 

commission a great many interested and influential citizens who 

would be able to build public support for the proposals that 

such a commission could make. I was surprised to learn it was 

being considered as such a small commission because I don't know 

if that would de the job. 

SENATOR CRABIEL~ That is what I was trying to get you to 

MRS. KLINEg We wouldn't like to see it as big as the 

Constitutional Convention. But we would like to see it constituted 

so that its recommer.dations could be carried out by the Legislature, 
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just as the recommendations of the Capital Needs Commission 

were given a great deal of weight because, I think, of the makeup 

of the Commission and the kind of serious report they carne out 

with. 

SENATOR CRABIEL: One other question: Do you think that 

if a commission were appointed and it were given an adequate 

appropriation, there is any reason why it could not report 

within a reasonable time, say 90 days or 120 days? 

MRS. KLINE: Well, we stated in our testimony that we 

felt there was ample time before July 1st in order to have 

a report and for the Legislature to act. 

SENATOR CRABIEL: Very well. 

ASSEMBLYMAN DE KORTE: I don't mean to go out of order, 

but just directing myself to that point in your testimony, it 

seems to me the thrust of your testimony was that the Legislature 

should give full consideration within the four months that remain 

rather than that we should have a Blue Ribbon Commission of any 

kind address itself to this. 

MRS. KLINE: Of course, the Legislature is the body, the 

only body, that can do anything about it. We realize that what 

is needed is to have the kind of public support that will enable 

the Legislature to take the action which I think the whole 

Legislature is very well aware is needed. We would be happy to 

have the Legislature do anything that would build support in 

this State to enable the Legislature to act to move us forward in 

solving our problems. And if a commission of the kind that has 

been discussed would enable the Legislature to act more promptly, 

then we would be in favor of that. 
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ASSEMBLYMAN DE KORTE: To your knowledge, if you know, 

what was the passage of time or the time lapse between the 

appointment of the Governor's Capital Needs Commission and the 

implementation of their recommendations by legislative action? 

MRS. KLINE: And the implementation? 

ASSEMBLYMAN DE KORT: And the implementation by the 

passage of legislation. 

MRS. PINE~ Their report was issued in March of 1968 and 

it was on the ballot in November. Their recommendations were on 

the ballot. 

ASSEMBLYMAN DE KORTE: When was the Commission created? 

MRS. KLINE~ As I recall, it was a very full-time job 

for the Commission. In February 1968 the Governor convened the 

Commission. It reported in July? 

MRSe PINE: Aprile 1968. The report is dated April, 1968. 

MRS. KLINE: That was February to April and there is so 

much material that has already been developed by the Tax Policy 

Commission on taxes that I think we would feel that a commission 

could report promptly and that the Legislature could act on it. 

ASSEMBLYMAN DE KORT: I have some other questions, but I 

yield at this point. Assemblyman --

ASSEMBLYMAN FLORIO: Ladies, accepting your basic premise, 

as I do, that the sales tax is inherently regressive as having 

an adverse effect on those least able to afford it, and accepting, 

as I think most will accept, the large concentration of low-income 

people are found in our urban depressed areas, also accepting 

representations by various administration spokesmen that we are 

going to have this sales tax by the 1st of March, I would ask 
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what your thought would be to an exemption provision which 

would exempt goods sold in retail establishments within 

municipalities meeting certain guidelines. The guidelines 

might be under a formula which would establish a ratio of 

population to total tax ratables; that is to say, the increase 

would not go into effect in a classification of municipalities 

which in effect would be the .urba:n~_areas, the urban economically­

depressed areas, the virtue of such a proposal being that the 

low-income individuals would be concentrated in those areas 

and therefore the regressive features 6£ the increase in the 

sales tax would be modified. Also, it would seem to me, this 

would be a boost in the economic business competitive atmosphere 

in urban areas to further the redevelopment of urban areas. 

I would ask if your organization would be predisposed to such 

a position in the event thatthe sales tax is to be placed into 

effect by the 1st of March. 

MRS. KLINE: I would like to say that we have not considered 

such a possibility. But it would seem to me that complicating the 

tax picture in that way would result not only in lowering the 

revenues that could be anticipated and making them rather uncertain, 

but it would also have quite a widespread effect on communities 

throughout the State if the incentive were given for people to go 

to another town to do their shopping. We don't have a position 

on it, but it sounds like a very complicated thing that could 

not be undertaken lightly. 

ASSEMBLYMAN DE KORTE: Any other questions? Senator Dumont -

SENATOR DUMONT: Mrs. Pine or Mrs. Kline, you don't any 

longer use the argument that the League used to make - and I 

51 



presume this is because of the change in the New York law -

that the money that is paid to New York State by the commuters 

from New Jersey would be returned to New Jersey. Is that 

correct? Except you say in here that they would be spared a 

further increase in their taxes. 

MRS. KLINE~ When we first used that argument, Senator, 

it was at a time when there was reciprocity between the states. 

SENATOR DUMONT: Right. 

MRS. KLINE: Then that was dropped and New Jersey insti­

tuted a tax on commuters from New York to New Jersey. What 

we are assuming is that a state income tax in New Jersey would 

have in it provision allowing commuters not to pay taxes to 

New Jersey on the same money that they were paying taxes 

to New York on. Of course, some commuters would have income 

from ot.her sources that was not taxable which would be subject 

to taxation in New Jersey. 

SENATOR DUMONT: But you are also assuming that under the 

New York legislation, whatever money is earned by New Jersey 

commuters working in New York State would be retained in New 

York State. 

MRS. KLINE~ Would be reatined in New York, right. 

SENATOR DEL TUFO: Can I ask you a question? I have 

a lot of respect for the League. I have been around quite a 

few years here. What is your feeling on the creating of another 

commission, knowing how you have followed the activities of 

the Tax Policy Commission? What is your feeling about creating 

a new commission? 

MRSo KLINEg Well, as I said before, I just feel that 
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everything m:lst be done and done as soon as possible to 

help the people of the State to recognize what the situation 

is, to really examine the total tax structure of the State. 

One reason that the sales tax is so repugnent to us is that 

when it is added to the rest of the tax structure, it compounds 

the tremendous regressivene$Of the taxes in the State. So we think 

that - we know that the recommendations of the Tax Policy Commission 

over the years have not really be implemented and if the way to 

do it is to get the kind of citizen support that perhaps such a 

commission would create - and we have seen it work with other 

Blue Ribbon Commissions- then we would have to support it. 

Anything that can be done to solve the problem is something that 

we would support. Are you concerned about the cost of the Corn­

mission? 

SENATOR DEL TUFO: Yes, I am because here we are looking 

for money and we are talking about being economy-minded and now 

we are going to spend more money to duplicate services which 

we are already getting from the Tax Policy Commission. 

MRS. KLINE: Well, I don•t know what the cost of such 

a commission would be. I should know what it cost to have the 

Capital Needs Commission Report. I don't know. But I do feel 

that without that report we probably would not have been able 

to take the steps that we did to meet some of the capital needs 

of New Jersey. So, therefore, I would have to say that that 

money would be well spent. 

ASSEMBLYMAN DE KORTE: Your estimate of the revenue from 

your proposal - and I gather it is your proposal - of a 1 to 7 

per cent income tax is $400 million. 
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MRSa KLINE~ That 3 s right. 

ASSEMBLYMAN DE KORTE: And your testimony is that this 

would cover the expected fiscal 0 71 deficit and provide for 

the implementation of much needed new programso Now if we assume 

a budget gap at. this point in the neighborhood of $300 million, 

that would mean there would be another $100 million available 

for the implementation of other programso Is that correct? 

MRS. KLINE~ If we assume that. 

ASSEMBLYMAN DE KORTE~ All right o Let me turn it around 

and ask another question. How much do you estimat.e of the yield 

of $400 million would be available for the implementation of 

new programs? 

hear them. 

I'll ask the questions over again so you can 

MRS. KLINE~ Well, the estimates that we have been talking 

about in the League on the gap is about $270 million, so that 

would leave about $130 million. But this would be $400 million 

that was raised in a 12-month period, not over a 16-month 

periodo 

ASSEMBLYMAN DE KORTE~ I understand thato But there would 

be then $130 million available for the implementation of new 

programs. This is my point~ Is this enough? 

MRSa KLINE: Noa 

ASSEMBLYMAN DE KORTEg If you project just one new 

program, that recommended by the Bateman Commission at $180 

million price tag, what do you do then or what would the League 

propose we do then? Increase the rate of the income tax? 

MRSo KLINE~ Well, I am hopeful, of course, that there 

will be a really complete reevaluation of taxes in New Jersey 
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and that we will find out what we need and we will find out 

how to raise it most fairly and most equally. Also we have 

made quite a point about the growth of the income tax with the 

economy. So we could count on more growth from that than 

we could from the sales tax • 

We have been hearing that with the present proposal, 

the sales tax proposal, that the Legislature might be able to 

begin to implement the Bateman proposal perhaps in three steps. 

Our feeling is if we do it that slowly, the impact of the 

proposal will really never be felt by the communities, just as 

returning $25 per pupil last year to the communities was not 

felt, especially in the more affluent communities and the result 

was that people say, 11 We had a sales tax and whatever happened 

to the money?" We know that most of the money went back to the 

local communities. But with the property tax problem that we 

have, it just was dissipated. 

ASSEMBLYMAN DE KORTE: It remains true, however, that 

if we were to do as you recommend and enact an income tax at 

a graduated rate of 1 to 7 per cent, there would not be adequate 

money left after paying for the "budget gap 11 to even fully 

implement the Bateman Commission Report this year. Is that true? 

MRSo KLINE: Yes, I am afraid that is true. 

ASSEMBLYMAN DE KORI'E: So that on top of the proposed 

income tax ---

MRS. KLINE: We could start it. 

ASSEMBLYMAN DE KORTE: We could start it and we could do 

that which you just indicated you didn't like, fragmenting 

implementation of the Bateman Comission Report. 
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MRS. KLINE~ Maybe they could do it in two steps instead 

of threeo 

ASSEMBLYMAN DE KORTE~ We could do it in two steps instead 

of threeo And I suppose half of the implementation of the 

Bateman Commission Report is all that we could do if we accepted 

your proposal and passed an income tax of 1 to 7 per cent, 

assuming all other things stayed equalo 

SENATOR CRABIEL: Mr. Chairman, I don°t understand that 

the Governor has proposed in his proposal to implement the 

Bateman Reporto 

ASSEMBLYMAN DE KORTE~ Noo I am asking the question as 

to what new programs could be implemented and I am saying, 

assuming that high on our order of priorities was the Bateman 

Commission Reporto we couldn 1 t fully implement that with the 

addit~ional revenue that would be made available by the income 

t,ax o I t.hink that is a fair question. 

SENATOR CRAB IEL ~ That 0 s a fair st.atement. I just didn ° t 

want it implied that in the administrat.ion proposal the Bateman 

Report was being implemented. 

ASSEMBLYMA,N DE KORI'E ~ I didn ° t imply tha.t in any sense. 

I certainly didn 1 t mean to imply that. 

MRSo KLINE~ The reason we chose the 1 to 7 per cent 

income tax proposal was not t.hat this is our only firm League 

position on what an income tax should be, but was to give us 

some figures that would be comparable to what a sales tax might 

be able to doo We chose $400 million because we knew that there 

was a gap in our present budget and that the Legislature would 

want to do some new programs. We never pretended to say that the 
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income tax would solve the problems of theSt.ate. 

ASSEMBLYMAN DE KORTE~ The income tax then is not a 

panacea for our fiscal problems in the State of New Jersey. 

MRS. KLINE:···· Noc it is not a panacea for our fiscal 

problems but it is a step toward making taxes in New Jersey 

more productive and more equitable. We are really boxed in 

with our present taxation policy. 

ASSEMBLYMAN DE KORTE~ From where do you derive the 

figures that appear on your Table 2, which, of course, I am 

familiar with by reason of having received a similar although 

not identical table in the mail? 

MRS. KLINE~ We will turn you over to our expert, 

Mrs. Moffett. 

MRS. PlUJL MOFFET; WelL the first set of figures, 

which are tre Federal figures axe the Federal income tax and 

social security t.a.x9 which a.re actual tax rates applied to the 

ir:.come group. The nex-t t.ax is t:he State taxes, which are the total 

State taxes shown by incon"~.e ,..:;lasses, and this is based on 

a study made by Professor Shaffer at Rutgers where he distributed 

them between the income classes. These are the total State 

taxes we now haveo The local tax is a property tax mainly - only, 

I think, the property tax. And this is also distributed on the 

basis of the study made by Dr. Shaffer. Now his study comes 

back to the Bureau of Census figures on consumer expenditures 

and he went back to the original sources of information beyond 

t.he published figures that give you the expenditures by income 

classes. There is one problem with data like this, in that the 

last census was in 1960 and the new census was being made in the 
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near future and the only material available on expenditures 

by income classes is from the censuso Then~ of course, we 

added a possible State income tax of 1 to 7 per cent or a 2 

per cent increase in the sales tax. 

ASSEMBLYMAN DE KORTE: Senator Dumont, do you have a 

question? 

SENATOR DUMONTg Mrs" Kline~ what is the position of 

the Leagueo in the event you have one, on the legalization of 

off~track betting? 

MRSa KLINE~ We don°t have a position on thato But 

again I would like to say that such taxes as the lottery or 

off~track bet.ting are also taxes that tend to weigh heavily on 

people who really can°t afford it. 

ASSEMBLYMAN DE KORTEg Any other questions? 

SENATOR DUMONT: Well, of course, there is no requirement 

that they pay them either? 

MR.So KLINE~ I know, but they are the people who are hoping 

for a break in lifeG 

May I JUst add one thing which I think Mrso Pine omitted 

from the t.est.imony ~ I think it is really an important point -

and that is to reemphasize that a $400 million yield to New 

Jersey would cost New Jersey citizens $290 million wit.h an 

income tax,~ We are always complaining that New Jersey sends 

$la79 to the Federal government for every dollar that is returned. 

One reason for this is that we don°t have the kind of State taxes 

that our citizens can deduct when they figure their Federal income 

taxa It would mean that in New Jersey we would keep $110 million 

that we are now sending to the Federal government every single 
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year and New Jersey gets further behind the other states, 

34 of which have some form of income tax. Thank you. 

ASSEMBLYMAN DE KORTE~ Thank you very much for coming, 

ladieso 

Assemblyman Schluter. 

SENATOR WALDOR~ For the record, will you state your 

nameo please. 

MRo SCHLUTER~ William Schluter. I live in Pennington, 

New Jerseyo I am Assemblyman representing District 6A, which is 

a portion of Mercer Countyo 
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AS$BM~LYMAN W I L L I A M E. S C H L U T E R1 

Gentlaroen: I appreciate the opportunity to aP'pear before you 

today eo cou.ment on the proposal o.f increasinJ; the present Nc'tv 

Jersey sal:as tax by 2~~ in order to liJeet and.cipated buclzet 

• 
requirements for the fiscal year boginning July 1, 1970. 

I also reco3nize th~ severe pressures that your conmittee is 

undergoing, and cor,:::1cnr:i you for your fair-minded approach to 

this probleru in holding a public hearing. 

My purpose in appearing today is to present an alternativ.; 

to the pills which you have before you. As an Asse:-:JblyEan 

and as a member o£ the Appro~riations Com,ilittee for the last t'\·70 

y~ars, I am some't,7hat f&miliar ~vith the crl.sis of the pres~n~ 

situation as wall as the general fisc~l proble~s present in 

New Jersey at this time. 

Specifically, the proposal t·:hich I offer as an alternative 

to the t~x program spallad out in Assen~ly Bills 416, 417, and 

418 is en-1bodi·2:1 in a bill in troJ,.1ce::l on Hon.:1ay, J ar.uary 26, 

and given th2 nur:;ber of A-540. This bill, recognizing the n·a~d 

to balance n ::"t year's budget in the fa.:e o.f a d;fici t ap;.-roa.:hin~ 

$30.) n1illion, \\7ould raisa i:he e~dstinz sal;s tax by 2% fo;..· e 

tewpo_E~:Z -cerio:l pf _t}:I~ fron Harch 1, 197J to June 30, 1971. 

Af h" • ~ ~ ter t 15 per1ow, th~ sal~s ta~~ rat.~ \-;ould r.:;v;:1·t back to its 

pres~nt 3%. There ar:: no chan3es in th~ pres:=nt e~~cn-.ption 

sche:lules cont~rnplat~~ b~ A-540. 

6Q 



.:\t the sam:; th.~, this bill l-7o1.11J c::.:-.~ai.:e a blu~ ribbon Tm;: 

R~form Cm.,r.Jission con si. 3 tine; of thirty 1I.2iilbcr.:;, and char8cd 'l:d th 

the r~sponsibility o.f rcpo1·tin.::; to the Gov2rnor and l..e.:;islaturc by 

J.uly 1, 1970 their rccortJ:t8ndations fm.· ::he r-=2orrtl of N~,.,7 Jersey 1 s 

• entire tax structure . 

Advocates of tax reforill in Ne'I:·J J e.rsc.y -- and their nurc.ber is 

grmving daily -- cont 3nd that a ta~: refonn "packa.;e" '1:·7oulc1 inc lud::: 

saveral 1=-rovi sion s chan~in.::; the. N•~\·J J ej~S ;y Con:; d. tui.:ion. The 

.reporting sch~Jul2 o.f th~ Corn~ission establish2d by A-540 
• 

of 1970 for h ,.. . ] . h . t e purpos~ OI 1n~ .em~nt1n3 sue a pro3r2D ln tir..e to 

submit constitutional qu;stions to t:h~ vvt·:!r.s in Nov2mber of 197~. 

And I might add here that there is time allowed in the 

schedule contemplated by A-540 to even have a legislative 

recess at which time there would be public hearings of such 

a Blue Ribbon Commission where the entire focus of the 

leadership of the State could be directed toward the work of 

this Commission. 

Gn .... tt~n~. ba~k ~0 th~ .• . 1 bl ,.. b ~ ~ _ - - - OllJlna pro ems or a uagat deficit 

for fiscal 1971, I am in cmrplete .s.t;r28ti:ant v7i.th reports from 

Gov .... <=>rnor C".h~ll' s oJ..·'=f·.J..· C""- ·-'!...at --u h a 1 ,... • t "11 · - o. ~ L-1! .::~ C • C.G.ClCl- .. 1:... eXlSt to the 

ex_tent of arpro:dTil.:.taJ.y $300 million. I ail1 also a'·mr 2 that the 

new Governor has th2 responsibility to pres2nt a balanceJ budget 
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for th~ last nvo y'2<::cs, I r'2cognizc thaL: th:; r.::-:st L.?;islnttr:::-r;; 

f in ;ne.L·'nn \·11.,,.,-.~,.l--,y, ·ve c.~~v&nced :-h~_ .. - \. - 0 ... _ ...... ·-- ... _ ' '""' 

tional incoDc Dithou~ It hz.s be~n 

pointed ovt that thls process can only be done one~ -- in oth~r 

'tvo:;:ds, it "tvas a "on:::;-shol: 11 measure. 

The bill \·7hich I a•·c1 propos:Ln..; as <m al tcrnc;.tive -- Ass:::> .. bly 

Bill 5~:-0 . h ~ -- recogn1z2s t ~ racts 

basically, solv2s it in the sa~e way a3 th~ Governor's proposal--

I arJ con,.rinc::.d 

thc:t the sr.-,alleJ:" acoc::nts ~·:hich th:~ D2I~o::.·te bills pro;;:,ose to rai:::;.:; 

in ta::~s by chanzin3; the e::eDptions could be accounte.J for un:er 

. "'··Y r· .. ~_·o: .. o.c;:al b-).r bu,_--:;:.,-eL~ cut-~ .nnd/or_ -~. f•"' 7 ~,; ",..."'·ll~n""O"'S ~-•.;u.~t--·.cn··-~ •• !;' _. ~ -~- -- ~ - -'• L~v·-~ C.J- c .•. c:t·_I.J .;:>.._1,,._ -~· 

in e::cise tax rat2s. 

There are those people in New Jersey "t<;ho believe that 't·72 

should have no new taxes anJ th~t we should have no ta~ re£orru. 

The fiscal problems facin; our State, in L~ opinion, ;iva no 

j 'h , • • ere ::mce to L,l_s po3ltl.on. There are others ~'lho feel that uz 

should ta;~ no1v anJ r~for.cJ later. H01·Jev2r l·iell intentioned this 

rosition might b2, I believe it is tha one N2w Jersey baa follow~~ 

in the 1=-ast -- th;~ one which has giv.en our State a crazy-quilt, 

patchwork system oi taxation. 

• 
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is impractical bcc.:n1:::;; oi: Ot!l~ consti.tu~jonal cor:miliucnl: to balant.:.:e: 

0 ,, .• b,, ... .,...., ... 
\...,1. \,.: ... ~.._ L.. an~ viabl2 alternativ~ --

~oJi th a tei1.pon·Ty saL::-~-; tax incr2as·:~, you helVe t\JO d:i.s tine i: 

First, you hav2 ~ore options in your pTo;ram of reforru. The 

State is not "lod-:e.J in" to a 5~~ se1l ~s t.?;~ 1·2t2 'ivh~n un:::1e:..·to..ldng 

a re- struc turin;; of our tc..::::e s. 

of the incr2as~ will crec..te a s~n3c o~ u~~~ncy to enact w~aningful 

permanent: snl·~s ta::.-~ lncr.eo..sc. 

Fithout this s:::>r1se o:2' ur.;~nC)' -- i.7ithoui.: the leaders of th~ 

State bein3 face.J \·7i -::h 2. June 1971 ::iea]l:~ne a.: ivhich t:Lne the 

sal~s tax would stop -- I hon~stly do not b2lieve that ~~ would get 

. ~ 1 ~ rueanln:;ru tax re:cm.·;-.:. In my opinion, ~he inclination 

to scraps throu;h 1971 (a le~islative election year) w~thou-:: any 

't·:'e i.vill hav~ 'ha::i t~·jo ro:,:~ yea::s o£ fiscal un.:::ertainty nn::J cris~ .. s 

O')tions . 
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New Jersey would be in exactly the same "boat" as it is today -­

except for an expanded fiscal scope. 

I might also add here that I am, as a member of the 

Appropriations Committee, well aware of a need and a 

desirability and the prospects of definite budget cuts and 

economies we can make in State Government, and I am making 

this statement notwithstanding these cuts which I think can 

be made and I think can be substantial. 

I would remind the Committee that President Nixon 

was faced with a somewhat similar problem in 1969. He 

determined that it was necessary to extend the personal 

income surtax in order to balance the Federal budget. 

Congress granted this request only with the proviso that 

the surtax extension be locked in to Federal tax reform. My 

proposal is based on the same principleo Tax reform is 

absolutely vital for New Jersey, and I believe that the only 

way we can achieve reform is to take advantage of the emergent 

conditions which will prevail when the sales tax increase 

has a termination date. 

In other words, gentlemen, the temporary nature of 

my proposal provides a catalyst, if you will, or a mechanism 

to create reform. 

The year 1970 from a political standpoint is a 

propitious year in which to undertake tax reform. The 

Legislature will have to act courageously if we are to have 

effective reform. Further, we will have to involve the 

electorate since several segments of reform will be subject 

to referenda. 
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On a SOfl "r·'1Ft j· .~ ·""'' ., •• .., ·:·r~ . • .._ ,. ~ - ..:> ....... .,. '-·.L. C..\.._._ 1 o:;_n i:, 

uti1iz~s ··.,r·., "on·" S 1'oi·" 11 · · · · 1 r: 1 · ' ' .-,u .. _ '--~•-- co ecc:J..on il·:Lncl~~ e o.c \ll:t.cn tJ.1:; 

b _,?.,. r 
l1 -'._,-- ·-. 

r•"' ,--L.·--: "11~J ,.,~- h-: 11 •·'0'11 r" r>"'t.,h 1 -: c1l " i"~ .. - ----· ..... ____ ...:... ... -·-"· --fo.J C---.J..--..J~ ~ 

t 't1·J·_r 1·y- •t-.' '"-'r)o 2 r co~ .c ·• ~ o:::. -"' ·! 07', T,,,· tl, ,, ·i :~-h ·· "',.i., r .,,. ') -::. ·,· ~, ::> -,~ ,-,. o ·· n -:-- ,., ,.3 - - • - .. -- ·-----~~~-·-'•' , __ - ----,;_, -·-·- ...... -~· -.-t ..... - _.J 

Governor. An addi·;:iona1 s:·_:·: s~nators :::.n::: p l' c~. '"l ~ C: C"\- '0 l VT' ··-J T '0"] ,-1 -. <::.:>~:.."' --)'"'·.;;· ,; --'-' 

b "" a···roi n '-,., .J b"· th" - £'~ LJ - 1 L.. - _.l .I -- I thin:: u~ 

repres~ntativ~s from ruany Jiv~r32 grou~~ as w~l1 as persons 

Th"" 1710~~ ·iry··o-,..,~~.,.,1-'L.- CO"il 0 idor-:>:--:on .. -r: ;·I· c·e><:->"·D('t: .._LO th~ T..,_._,_ - .. b L. - ' ~-' .... - ~ .l '"""' -- _. ..... -..... - - - ....... ~ "J - ..... - c 

Refori.i Corc:mis sion is the. i:: they b·2,sin d:.::.>:L:: r.··ork at once, so the~ 

Fi th all th.~ 

State 
in:Eo~cmCltion at h.::m.::1 2ror::• th~ lTc~t;·.' Jers2y CoHi:ission or:./Ta:< folicy 

and reports of ver~ovs other cor~~issionG, it would not b9 cli£fic~lt 
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to do this JCb effectively in t.he one hundred days crntemplated 

by Assembly BLLl 540. 

The Commit.tee will be interested t,;,o know that Senator 

Rinaldo 0 s bill ~ int.roduced on January 20 Senate 452, 

proposes a t.ax reform commission based on the same time 

schedule as I have out.linedo 

.And" inc.iden tally~ I see by yesterday n s press that 

Senator McDermott., also of Union Count.y u has made a call for 

Lax reform even i.n advance of increasing t.axes o 

Senat.or Rinaldo o s bill o however o does not provide for 

t.he budge::. deficit by a temporary t.ax increase. 

Jr my cpin.tong and I t.t:ink t.his fact will be borne 

cct by tax thecry advanced in many quarters, the bulk of 

New Jersey 1 s ... c: .. al t.axes are paid by t.he uast number of 

ITiddle :nccme families a The percent.age cf total tax intake 

by :.he s;.~a:e paid by the very wea.lt~hy and the very poor, 
,-, t 

I wcu.ld vent.ure o is small. In what form, then, does thi ~ 

vasy·. grcG.p of middle income citizens pay the bulk of 

taxes? Certainly ~hey pay a considerable amount in the 

form of sa.Les t.ax J mot.or fuels t.ax J and excise taxes. But 

t;,he largest. amount paid; in my est.imat.ion o is in the form 

of prcper'"_:.y t:a.xeso which are spiraling upward with no relief 

iP sight.. The property tax .is dist:.ort.ing all of New Jersey's 

basic fiscal struc~ure. It. is t.he primary cause for decay 

in our cit.ies. It. creat.es severe and unconscionable hard~ 

sh.i.ps on cur senior ci +~izens. .A legislator merely has to 

lock at. -::he number of bills that:. have been introduced in 

t,his sessicn regarding proper"':y t.ax relief for our older 
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residents t.o be aware of this particular conditiona In 

my estimationg tax reform must level off the spiraling 

property tax increaseso If your Committee agrees that 

property taxes are the number one nemesis in New Jersey's 

fiscal pictureo let me ask you the question: "What will the 

2~ permanent increase in the sales tax do to relieve the 

property tax? u 

If you question the practicality of the proposal of 

A-540, I would suggest that you review the circumstances 

surrounding the 1968 New Jersey bond issue of $990 million. 

On January 1 of that yearo who in their right minds would 

have predicted t.hat New Jersey citizens would be overwhelm­

ingly approving a $1 million bond issue later that year? 

The reason this effort was succesful was because all of the 

top~notch personnel and brains of the State were marshalled 

behind the plan which, incidentallya proposed an original 

irreducible need of $2 billion, distilled from the requests 

of the various administrative departments amounting to $5 

billiona In several short months, the distinguished people 

on the 1968 Capital ~s.eds Commission developed realistic 

proposals and were successful in getting the Legislature to 

adopt their basic programo 

And I think it is proper to add.that part of the 1968 

program was manifested by the $271 million Clean Water Bond 

Issue of 1969, so that. would have to be added to the original 

$990 Million as part of the capital needs package. 

In 1968, the methods of public hearings and full 

disclosure were used to gain public supporto And I can't 
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stress these measures too greatly8 These same devices can 

be used for tax reform in 1970. 

The State of New Jersey is not only faced with the 

budget deficit for fiscal 1971. We also must consider 

state funding of some very important programs8 I am refer­

ring to changes in the school aid formula as recommended 

by the Bateman Commission, state payment of total welfare 

costs, projected increases in health program costs, - which 

we understand are going to be going up in the form of 

Medicaid in the years ahead and state assumption of 

judicial costs. Two things happen if the State assumes its 

proper role in these areas: first, there is property tax 

relief because a lesser amount of revenues for these 

purposes is raised in municipal and county budgets~ secondu 

the State has to come up with additional revenues to finance 

these programs. It is very elementary8 The State cannot 

come up with these additional revenues unless it has tax 

reformo As a corollary, the property owner cannot expect 

relief unless there is tax reform. 

Your Committee has an opportunity to be a vital 

force in directing the financial future of New Jersey. As 

I commended you for your interest and concern in holding 

this public hearing, I now appeal to you to consider the 

implications and the far-ranging effect of your deliberations 

on this subject. I submit that A-540 presents an opportunity 

for New Jersey to .. have its cake and eat it, tooo 11 

I would urge you to seize upon this opportunityo Not 

only does this measure take care of an expected budget 
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deficit, but it does two important additional things: 

it leaves one more option open in the development of tax 

reform, and it establishes a climate of extreme urgency -

a climate only under which tax reform can be accomplished. 

Thank you. 

ASSEMBLYMAN DE KORTE: Gentlemen, are there any 

questions? 

ASSEMBLYMAN FIORI: Assemblyman Schluter, I see you 

refer to changes in the school aid formula as recommended 

by the Bateman Commission, the welfare costs, health program 

costs, and so forth; would you also include in this tax 

exempt property? For example, I happen to be from the City 

of Newark. Now we do happen to have the Port Authority 

which covers over 3,000 acres. And I believe we have a 

total of 15,000 in the whole City of Newark in acreage. 

Also we have our College of Dentistry and Medicine which 

picked up 65 acres and we have Newark-Rutgers which picked 

up in the neighborhood of 23 acres. Now these are educational 

institutions and they 1 re good for the State. But the burden 

of the entire tax package is picked up by the homeowners of 

the immediate vicinityu in this particular case the 

municipality of Newark, which, of course, adds on greater 

money in regard to their property which is now I believe at 

8.32 tax rate. Now we have some law on the books presently 

in regard to State land which I believe was enacted in 1935 

and I believe in order to have some type of relief you must 

have 9 per cent of the total acreage of the municipality, 

That would mean, in Newark, these people would have to take 
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over about 1,000 acres. Well, we're up to a hundred, 

but they happen to be valuable pieces of land which are 

off the tax rolls and which the State has now taken over. 

Do you feel that included in your program should 

be tax exempt property so that these municipalities may get 

a return of some of their money in lieu of taxes or in the 

regular tax formula basis, whichever it may be, and also 

help give some relief to the homeowners? 

ASSEMBLYMAN SCHLUTER: Assemblyman, on page 6 of 

Assembly Bill 540 there is a section which says: "Said 

study and investigation shall include, but need not be 

limited to, 11 and it lists a number of areas. Both of the 

areas which you mention are included in there. For example, 

.. g.. Proposals applying to nonprofit and tax-exempt 

organizatims. 11 which would include any public organization. 

ASSEMBLYMAN FIORI: Now in this particular case this 

is State land. Now we did submit a bill last year but the 

fiscal note was so enormous I was afraid even to mention 

it on the floor, I think it was $51 million. Now actually 

this is an obligation that the State should have to the 

municipalities. It started in 1935, 34 years ago. The 

cities at one time were affluent, they were bringing in the 

money and they were helping the rural areas, the suburban 

areas. Today there's a change, the economy is not there and 

the people in the center cities today are overburdened with 

property taxation. There has been a shift. And I feel the 

State and others should recognize this. 

ASSEMBLYMAN SCHLUTER: Extending that, Assemblyman, 
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if I may, Mr ,, Chairman, section "h" says, "Payments to 

municipalities in lieu of taxes for state, county and other 

public property.o So I think it covers the area about 

which you spoke. 

ASSEMBLYMAN FLORIO: Assemblyman Schluter, I think 

you quite candidly stated that your proposal, as well as 

the Administration's proposal, is guilty of the same type of 

credit card financing recently denounced by the Governor, 

in that he's going to rely -both proposals would rely upon 

an acceleration of a non-recurring amount, that is the 

amount to be raised between March and July. and the Treasurer, 

this morning, testified that that amount would be, I think, 

$88 million. By passing either one of these proposals aren't 

we insuring the fact that for the fiscal year 1972 we 

automatically have another budget crisis and that the budget 

will then have a deficit of $88 million automatically? 

ASSEMBLYMAN SCHLUTER: Assemblyman, speaking only for 

my proposal and not for A-416, tax reform, together with 

economies which I believe can be effected, and with 

restructuring of New Jersey taxes in the time schedule which 

was contemplated by my presentation, would take this into 

consideration. In other words, the tax reform program would be 

debated, would be discussed, and would be enacted by the 

third quarter, perhaps, of 1970. And that program would 

contemplate the 1972 budget which is deliberated on in the 

winter and spring of 1971. 

ASSEMBLYMAN FLORIO: Dealing in terms of specifics, 

whether we categorize them reforms or economies, the fact 
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of the matter is, by enacting your piece of legislation 

as well as the other piece of legislation, we still have 

to come up with $88 million, whether it's in the field 

of reform or economy, because you're going to be relying 

upon this accelerated non-recurring windfall of $88 million. 

Isn°t that the case? 

ASSEMBLYMAN SCHLUTER: I mention this as a factor 

that has to be considered by your Committee but I was not 

present when the Treasurer gave his testimonyc I don't 

know what his answer was to that particular mattero 

SENATOR CRABIEL: Mr. Schluter, as long as you 

were advertising Senator Rinaldo and Senator McDermott, 

I ask if you have had a chance to read Senate 413 by 

Crabiel, Lynch, Tanzman and Coffee? 

ASSEMBLYMAN SCHLUTER: I have not, Senator. I will 

make a note of it and read it. 

SENATOR CRABIEL: I would call that to your attention 

because in many respects it is similar to your measure but 

it has three major differences on which I would like to 

question you as to your opinion. No. 1, do you think a 

matter of taxes which is so vital to each and every 

person should be partisan or bipartisan? 

ASSEMBLYMAN SCHLUTER: Senator, I think it should 

be nonpartisano 

SENATOR CRABIEL: You think it should be nonpartisan. 

ASSEMBLYMAN SCHLUTER: I do not think it should be 

partisan, I do not think it should be bipartisan, I think 

it should be nonpartisan. 
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SENATOR CRABIEL: Then how do you account for 

putting on Assemblymen and Senators, on your Commission? 

Are Assemblymen and Senators nonpartisan? 

ASSEMBLYMAN SCHLUTER: Everybody is partisan. 

SENATOR CRABIEL: Okeh. 

ASSEMBLYMAN SCHLUTER: But I meant the structure as 

far as the number of Republicans, if you will, versus the 

number of Democrats is not specified. 

SENATOR CRABIEL: Well, would you have any objection 

to specifying it so that it•s equal? 

ASSEMBLYMAN SCHLUTER: If it worked out that way, I 

would have no objections but I would hope that the people 

picked for this Commission would be picked for their expertise 

in fiscal matters rather than because of party affiliation. 

SENATOR CRABIEL: You will note another big difference 

in Senate 413 against your bill is to provide for confirmation 

of the appointees, the appointees to be made by the Governor, 

confirmation by both the Senate and the Assembly, the reason 

being that the Assembly under the Constitution must introduce 

revenue-raising measures. What would your opinion be if your 

commission idea were adopted to have such a procedure in­

corporated in the legislation? 

ASSEMBLYMAN SCHLUTER: Senator, I would have to give 

that a little more thought, but I did say in my testimony 

that my bill does not claim perfection in this respect. 

The main ingredient in tax reform is a willingness by the 

people who are going to undertake reform to forthrightly 

go about it. And I don't think you ideally, and this is my 
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personal opinion, would want to hamstring a Governor on his 

appointments in any way because certainly he would almost 

have to be a leader, if not the leader, in effecting tax 

reform. 

SENATOR CRABIEL: In other words, you place the 

responsibility on the Governor for tax reform, is that correct? 

ASSEMBLYMAN SCHLUTER: On bothe I said, I would 

have to study your proposal. I'm not saying I would object 

to it. I just countered with my thoughts, Senator, that 

it's certainly very possible and very likely that could 

represent a good approach. 

SENATOR CRABIEL: Others have testified here this 

morning that they thought the most important function of 

the tax convention or tax commission would be to get 

broad representation and broad support, which your bill 

evidently attempts to do and so do some of these others, 

but in questioning the Treasurer at the beginning of the 

day he leaned toward a small commission. Therefore, I'm 

trying to develop your viewpoint as to big against small, 

as to how that is to be represented. 

ASSEMBLYMAN SCHLUTER: My personal viewpoint is, I 

pick 30. I forget exactly how many Governor Hughes had 

on his special commission to study the capital needs but 

I think it was in excess of 20 or possibly approaching 

20. And here again my figure is not sacrosanct, Senator, 

it's offered as a starting point. If it makes more sense 

to have a bigger commission, fine. I think I would say 

that I would rather err in the direction of too many than 
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too few~ 

ASSEMBLYMAN DE KORTE~ Gentlemen, you know, we are 

doing a great deal of inquiry into a tax commission and 

A-416 doesn't propose one. I recognize that the alterna­

tive presented by Assemblyman Schluter does and he has 

ably, I think, presented the case of his bill as opposed to 

416 and I think Senator Crabiel you can ably present your 

case for your bill but I would rather you did it directly 

rather than cross examine. 

SENATOR CRABIEL: Well I call to your attention 

that the leadoff witness for the Administration, the 

Treasurer, mentioned the tax commission., 

ASSEMBLYMAN DE KORTE: And it, therefore, became 

appropriate in the questioning of the leadoff witness; 

I'm not sure it continues to be appropriate throughout 

the conduct of this hearing and I'd like to expedite it so 

let's get on with it. 

Any other questions? 

SENATOR DEL TUFO: Assemblyman Schluter, you mention 

here that this increase would be for a temporary period, is 

that right? 

ASSEMBLYMAN SCHLUTER: Yes. 

SENATOR DEL TUFO: Can you show me raising revenue 

measures that have stayed temporary, for example the 

inheritance tax law which was passed? I've been trying to 

get it off the books and I can't. Do you think you would 

be able to get this off the books after picking up millions 

of dollars? 
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ASSEMBLYMAN SCHLUTER: Senator, respectfully I 

answer and say that it would be easier to get it off under 

this basis than under the basis of 416 where you would have 

to rescind action. However, the mechanism here, the catalyst, 

is that the Legislature would be under such pressure to 

enact reform that they would have to make a decision whether 

or not they would want to make the sales tax permanent, and 

that would be part of a reform programo 

SENATOR DEL TUFO: I'm very much interested in your 

bill. Now I don't know whether this is a relevant question 

or not but I would like to ask it because it's bothering me. 

In Assembly Bill 416 by our able Assemblyman DeKorte watered 

down is the penalty for not keeping records from a mis­

demeanor to a disorderly persona What does your bill call 

for? 

ASSEMBLYMAN SCHLUTER: My bill does not speak to that 

particular issue, it does not amend thato 

SENATOR DEL TUFO: If I may, I would just like to 

make this statement and then I'm througho I'm very con­

cerned about that because anybody that doesn't keep records 

of this type, who is handling trust money to be turned over 

to the estate, is tantamount to an embezzler and I don't 

think the penalty should be watered down from a misdemeanor 

to a disorderly persona 

ASSEMBLYMAN DE KORTE: Senator, addressing myself to 

that question, the maximum penalty for a disorderly person 

offense is identical to the penalty for a misdemeanor. The 

reason the bill makes the disorderly person offense is so that 
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the facilities of the municipal courts and the summary 

processes there available will be made available to the 

Division of Taxation which they feel will permit better 

enforcement of the law and more speedy enforcement of 

the law, as opposed to the premise for the process of 

criminal indictment and trial by jury • 

SENATOR DEL TUFO: I can see the penalty is the same 

but let mesay this, over my 30 years of practice and 

appearing in the lower courts and the police courts, any time 

you bring a man in under the disorderly persons act he is 

given a suspended sentence or a $25.00 fine and you very 

rarely see a prison sentence or a $1,000 fineo 

ASSEMBLYMAN DE KORTE: Okeh. It's a debatable 

premise to be sure. 

Senator Dumont? 

SENATOR DUMONT: Mr. Assemblyman, following up 

what Senator DelTufo asked, do you really believe that 

since we have taxes that were enacted for emergency 

purposes, as far back as World war II, that are still in 

effect do you believe that you can terminate the 51a on 

June 30, 1971? 

ASSEMBLYMAN SCHLUTER: Senator, it would terminate 

if the Legislature did nothing. 

SENATOR DUMONT: If the Legislature did not change 

its mindo 

ASSEMBLYMAN SCHLUTER: Correct. 

SENATOR DUMONT: And the Governor did not also. 

ASSEMBLYMAN SCHLUTER: Correct. But I hope I have 
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gotten my point across and that point is that tax reform 

in the State of New Jersey has reached a stage where we're 

in a crisis situation, and I think tax reform will be 

handled forthrightly and directly by the powers-to-be 

in the State of New Jersey. If they're faced with the prospects 

of having to re-enact that 2% again in 1971, this will, if 

you will, goad them on to some action in the form of tax 

reformo 

SENATOR DUMONT: You mean because that will be an 

election year. 

ASSEMBLYMAN SCHLUTER: Yes, and they would have to 

elect to continue the tax. 

SENATOR DUMONT: Now your bill appropriates $150,000 

for this commissiono At a'time when we're trying to get 

economy in the State, don't you think that also is a 

duplication of the appropriations made annually - and 

you•re familiar with this - to the State Tax Policy Com­

mission to do the same identical job? 

ASSEMBLYMAN SCHLUTER: Senator; I'm well aware of 

the fine work done by the State Tax Policy Commission and 

I know you are a member of this and you have been in the 

past --

SENATOR DUMONT: I'm not looking for any bouquets, 

I'm just trying to hold the money down, that's all. 

ASSEMBLYMAN SCHLUTER: This is an outside figure, 

it's the same figure, incidentally, that was included in 

Senator Rinaldo's bill. I think, though, that you have to 

have a certain amount of- I don't mean ceremony in that 
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sense but a certain amount of prett~tJ,c.ahd staff and many 

circumstances surrounding the work of the commission to 

help infl~ence the people of New Jersey to support itp 

and I could imagine that it would take the form of open 

hearings, staff reports, money expenditures for a number 

of different things which would help in being able to bring 

about the deliberations of the commission and be sure that 

they were properly publicized across the State of New Jerseyo 

SENATOR DUMONT:· Thank youo 

SENATOR DE KORTE: Gentlemen, the hearing will be 

recessed for one hour at this pointo Any witnesses who 

want to testify and have not already communicated with me, 

please sign this pad which I will leave here on the table. 

(Recess for lunch) 
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AFTERNOON SESSION 

ASSEMBLYMAN DeKORTE: Ladies and gentlemen, will 

you please take your seats. The hearing will please come 

to order. 

Our next witness will be Joel Jacobson • 

Mr.,Jacobson, will you state your name and address 

and position for us. 

J 0 E L R. J A C 0 B S 0 N: Assembly DeKorte, Senators 

Crabiel, Waldor, DelTufo, and Assemblyman Dorgan, my name 

is Joel Jacobson. I am the Community Relations Director for 

the United Automobile Workers, UAW, with 50,000 members in 

the State of New Jersey. 

I have a high regard for the durability of Legislators 

but I must say I have conce~~ for your patience as well. 

While I have submitted a rather lengthy statement, and I 

do stand on every word contained therein - I'm not going to 

read every word now but I will summarize this for you. I 

hope that will make it a little easier for you. 

I will also try to avoid any lengthy discourse on 

points which have already been made, primarily by the League 

of Women Voters, in an attempt to avoid repetition there. 

The UAW is opposed to A-416 and we were opposed to 

the original enactment of the sales tax when it first came 

before the Legislature. 

We realize that huge sums of money are needed to 

eradicate the public squalor which envelops all of our 

cities and state urban areas. We find that today, as our 

nation's defense budget and military expenditures continue 
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their heavy drain upon federal tax resources, the plight of 

our nation's cities becomes even worse" 

Left to their own devices, we find, as we find now 

in New Jersey, that the states seek methods of raising funds 

which are frequently economically indefensible and morally 

unjust. And it is our opinion that this proposal to raise 

the sales tax from 3% to 5%, as to enact it originally to 

3%, is such an economically indefensible and morally unjust 

tax. 

You heard the traditional reasons presented in 

opposition to the sales tax, the fact that it places the 

heaviest burden upon low income groups 8 in great detail by 

the League of Women Voters and, of course, we support those 

economic arguments and I will not bore you with any further 

amplification of them. I just want to emphasize, however, 

that insofar as we are concerned, the system is cruel when 

it maintains that a corporation executive who may earn 

$100,000 a year pays the same rate of taxation as does a 

worker who might earn $127 a week, or even be unemployed 

or even be receiving welfare assistance. The obvious 

injustice of such a tax is sufficient reason for it to be 

removed wherever it does exist. 

Furthermore, the evidence and record show that 

wherever a sales tax is in effect it demonstrates a rather 

voracious appetite and, as you are doing now considering 

an increase in the percentage of the tax, I predict that 

within a year or two there will be a similar committee hearing 

a proposal to eliminate the exemptions on food and clothing, 
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because this is the nature of the sales tax - you continue 

to raise the rate and remove the exemptions. 

There is one other point that I would like to make. 

For years I have been hearing New Jersey political leaders 

state - this was before the enactment of the sales tax - that 

we did not have a sales tax, and there was great pride ex­

pressed in this fact. 

The blunt fact is that while we may not have had 

a general sales tax, we had excise taxes, a fancier name for 

sales tax. And of this current budget, that ends June 30 of 

this year, $1,374,000,000, 70% -well, closer to 60% of the 

current revenue to provide for this budget is sales and 

excise taxes right now. And, obviously, the sales tax of 

$275 million; the motor fuels tax of $195 million; the 

cigarette tax of $126 .. mil:l-ibn; beverage tax of $34 million; 

and for those Who are so addicted, the pari-mutuel tax is 

a sales tax, they take it right off the top - that's why 

the daily double is a better bet, and I want to apologize 

for knowing that, - my point, however, is, roughly 60 cents 

of every dollar raised, under the current budget, is a 

sales tax. Now to compound on top of this an additional 2% 

increase is merely to make an already distorted tax structure 

even more inequitable. 

I would like to present to you and refer very 

briefly to some of the charts contained in the testimony 

here, and ask you to look at these charts against the 

backdrop of the desire to raise the sales tax because these 

are the people Who will be asked to provide the revenue. 
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The very first one, at the bottom of page 2, shows 

that roughly one-third of the people of this State, and 

particularly in the large urban areas, for whom ostensibly 

some of these funds will be used, are engaged in manufacturing 

industry. (For prepared statement and charts - see p. 139 A) 

Chart No. 2 on page 3 demonstrates that the 

unemployment rate in the State of New Jersey hovered between 

4 and 5 percent. That•s always a nice statistic, but if you 

are one of the 4 or 5 percent it's not a statistic, it•s a 

family tragedy. 

Chart No. 3 shows that the average weekly earnings 

for people in this State range between $125 or $127 a week. 

Again I ask you to keep in mind that these are the people 

who will be asked to pay the sales tax. 

And then I have an insert there to indicate figures 

from the Bureau of Labor Statistics as to how our worker is 

doing lately. And if you will just look at the year 1965, 

you 1 ll notice that in gross earnings a worker was making 

$95 and change but his real take-home pay was $78.53; in 

1969, five years later, it looks as if he has received a 

$20 increase in his wages but in fact he is worse off today 

than he was five years ago. Again, these are the people 

whom you will be asking to pay this sales tax. 

Now, again, the point I make about the regressive 

nature, and the point the League of Women Voters made about 

the regressive nature of the sales tax and how it hits 

hardest on low income groups. They will also be asked to 

pay the sales tax in New Jersey. In Newark, 215,000 
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recipients of Social Securityo with an average take of 

$llls00 a month. I heard somebody mention today that this 

sales tax is fair tb those on Social Securitye If that 0 s 

fair, I'm a football star, and I assure you I'm not. You 

can see the great burden placed upon the recipients of 

• Social Security. 

Chart No. 5 shows the number of people receiving 

Olg Age and Dependent Children public assistance. In the 

City of Newark alone, for example, 77,000 dependent children 

' 
of families will be asked to pay the sales tax. Again I 

emphasize the regressive nature. 

Chart 6 shows th~ Per Capita Property Tax levy 

indicating that Newark is among the very highest in the 

nation .. 

I emphasize these facts because we cannot stress 

too strongly the opinion that this distorted tax structure 

cannot sustain an additional distortion by the adding of 

2% to the sales tax. 

Now Governor Cahill, in his Inaugural Address 

mentioned the word "federalism" and I would like to dwell 

just a moment on that point because I believe the solution 

lies in this direction, and particularly in New Jersey. 

Now there will be a chart a little later on to 

indicate to you that while New Jersey taxpayers contribute 

the 7th highest amount in federal income taxes - the 7th 

highest - we are 50th, absolutely dead last, in the amount 

of federal aid per capita returned to the states, dead laste 

And certainly there can be no greater justification for 
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looking to the Federal Government, and we look for you 

gent.lemen to make the first move, and meaningful move, to 

see to it that this burden is assumed by the Federal 

Governmento 

Now just a few more statistics and I 1 ll be through. 

Again I ask you to keep in mind the fact that the sales tax 

will be imposed upon people whom We 1 re discussingo On top of 

page 7, the federal income tax revenue produced by New Jersey 

citizens, according to income classification is listed. And 

would you believe it, that under $5u000 a yearu people making 

less than $100 a weeku there were 683e000 income tax returns 

prepared and mailed to Washington producing $169 million fran 

people earning less than $100 a week. And you seeu as the 

charts continue,the figures broken down into four major 

metropolitan areas of our State, and you find there almost 

400,000 taxpayers paying over $100 million, again with incomes 

of less than $5,000 a year. Now we are asking these people 

to sustain the additional increase of a sales taxe 

And on page 8, or what should be numbered page 8, 

are the figures for the four major metropolitan areas. 

So I repeat, to impose an additional regressive sales 

tax hike on top of this disproportionate complex is merely 

to blend an economic fallacy with a moral injustice. 

Now the statement goes on to speculate what would 

happen if we could somehow eliminate the great waste and 

extravagance contained in our defense and military budgets. 

Now I rea.lize that you gentlemen cannot with a wand do that 

but I ltuggest to you that the avenue for the type of relief 
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that is sorely needed in this State lies in that direction 

and we would hope that the Legislature would not serve in 

the role of shock absorber but rather a shock transmitter 

because if the share of the money paid by New Jersey residents, 

which has been allocated for defense and military appropri­

ations,could be returned to the State, you have three very 

interesting possibilities of what could happeno 

To briefly summarize, we could operate for one 

whole year without raising a single penny from any source 

whatsoever~ you could repeal the existing 3% sales tax and 

expand social benefits substantially~ or you could operate 

at the present level for five years without raising any 

additional funds. 

~ow just one last point.. Very often I 1 ve been asked, 

as a representative of labor, "Why are you complaining about 

the expenditures in the military budget, after all, doesn't 

it mean employment to your people? e' And I have two responses 

to that. First, the American worker does not want to have 

his affluence based upon the blood and perspiration of men 

who are dying in the war, some of which question the 

validity of it - this is another subject~ number two, as 

far as New Jers.ey is concerned, I have before me the 

first annual report of the Department of Treasury of the 

State of New Jersey dated Aprilu 1968, and paragraph 1 of 

the summary says: uAs of year end, 1966, about 89,500 

persons or 3.2% of the State's civilian labor force were 

employed as a direct result of defense spending ... 

So, in short, we send an awful lot of money to 
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Washingt.on, we get very little back~ our civilian labor 

force is hardly brushed by defense industry, our peole 

are sustaining tremendous economic reversals as the result 

of the bite of inflation: and on top of all of these head~ 

aches, which I can delineate wi t.h tears in my eyes, we" re 

now asked to sustain a 2% increase in the sales tax. 

In light of these facts and the imperatives faced 

by the decision-makers in these volat~ile t.imes, the UAW is 

opposed to A-416 or to the levying of any new tax program 

in the State, until the wasteful and extravagant federal 

defense and military appropriations are eliminated and 

t.hese funds are returned to the State to meet t.he 

monumental needs of our urban population in the fields of 

social welfare, education, employment, housing and other 

related areas. 

Thank you very much. 

ASSEMBLYMAN DeKORTE: Any questions, gentlemen? 

SENATOR DEL TUFO: I don't know whether this is 

germane or not but it's a point that Senator Dumont touched 

on before .. 

I'm very much interested - at the $200 policeman 

dinner where Paul Steelman, one of the leaders of industry 

came out for off-track betting.. What. is the feeling of 

labor on legalizing off-track betting? 

MR .. JACOBSON~ To my knowledge there has never been 

a formal position taken by laborQ I can reflect you the 

sentiment I hear. There are lots of people who believe 

that if you have off-track betting you can eliminate the take 
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from the mob, eliminate illegal gamblingu I, for one, 

question whether that can be done, but that is the feeling 

of someo 

The second thing, there are others who regard this 

as sucker taxation and that the fellow right now who has 

difficulty getting a bet down or inability to get a bet down 

when he can walk on the street and put a bet down the low 

income groupo in effect.o will also be taking the rap., And 

the phrase "sucker taxat.ion 11 I think is appropriate., 

Now this may not necessarily be a popular position 

but as a moral matter, I, as an individual, while there•s 

no union position, would be opposed to off-track bettingo 

SENATOR DEL TUFO: Welle the attitude of Steelman 

on this was that it would not be a sucker bet.. He felt, 

talking as a representative of industry and being interested 

in the City of Newark 1 s plight 9 that it 1 s not fair that 

where a man can be catered to wit.h liquor and food and 

place a bet 9 and a person that can 1 t go to the track- it 1 s 

illegal for him to do ito I just wondered how labor felt. 

MR .. JACOBSON: We have other more abnormal examples 

of class distinction worse than that one., I would suggest 

that Mrg Steelman approach those first, before off-track 

betting. 

SENATOR DEL TUFO: One more point.. You ask us 

to put pressure on Congressu The only think we can do in 

the Legislature is pass resolutions memoralizing Congress 

to do somethingo I feel, and you know what respect I have 

for your group and all the other labor groups, that your 
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group has a strong vehicle to put some pressure on the 

federal government. 

MR. JACOBSON: That's true, Senator, but somehow 

we're regarded as advocates, and if we could get the 

fair-minded, impartial members of the Legislature to assume 

a more active role, it would certainly buttress our arguments. 

SENATOR DEL TUFO: Well, if resolutions can do it, 

memoralizing, we'll do it .. 

MR. JACOBSON: Fine. 

ASSEMBLYMAN DE KORTE: I have•t been characterized 

as fair-minded in a long timea Mr. Jacobson.. That's 

appreciated. 

Assuming that your - and I think a lot of people 

share your opinion that real help to the problems in New 

Jersey awaits some further help from the Federal Government, 

but assuming that's true and that help is not forthcoming 

before July 1 of this year, 1970, what do we do then? 

what program do we cut? what do we do to get along until 

that's forthcoming? 

MR. JACOBSON: I think that's why there's great 

validity to the argument and the presentation for a tax 

convention because what you're doing now is wrong, in my 

opinion. It's wrong to put the burden on the little guy 

because it's the easy thing to do. And if there is this 

great urgency - and by the way, we knew that this budget 

was going to expire June 30, 1970, we knew this several 

years ago if there is this great urgency, there must 

be more intelligent, rational attempts to do it rather 
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than the patchwork~ crazy-quilt operation which has been 

our traditional taxation in this Stateo I would support 

a tax convention for that, particular reason. 

ASSEMBLYMAN DE KORTE: But you wouldn 1 t support 

cutting any of the existing programs we have, in any 

massive way, would you? 

MR. JACOBSON~ No, I don 1 t make that argumente I 

make the argument that there are other alternatives for 

raising revenueo 

ASSEMBLYMAN DE KORTE~ Do you support an income 

tax as an alternative? 

MRo JACOBSON: There have been some who support 

an income tax 9 certainly as a more fair method of raising 

revenue than the sales tax 9 but I must confess to you, now 

I 1 ve gone through some sort of a transition in this thinking 

and I speak my own personal view and I can reflect very 

faithfully the right of labor in this respect. I have 

reached the point, where I 0 m ready to lead a taxpayers' 

revolt. We have had it. And it 1 s not so easy to talk in 

terms of philosophy of an income tax over a sales tax, 

even though I believe in it, when you 1 ve reached the point 

that you•re just exhausted and your resources are such 

that you can't make ends meet. 

ASSEMBLYMAN DE KORTE: Well I gathered from your 

testimony that you'd be against any new form of taxation 

at this time. 

MR. JACOBSON~ Is it the Chinese proverb that 

in order to take a voyage of a thousand miles you take one 
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step? Well, we 0 re asking you to take one step, that this 

Legislature do something to impress upon the Federal 

Government that this is not just an academic exercise in 

taxation theory, the money is needed .. 

ASSEMBLYMAN DE KO~TE: Yeso but to impress that 

upon the Federal Government, do we cut out medicaid, do we 

cut out aid to education, do we reduce materially our 

services in the field of law and public safety? What do 

we cut on that list that brings us to a $268 million ~udget 

gap? What do we remove? 

MR. JACOBSON: I said, I don 1 t think you should cut 

anything but I don't think you should do what is apparently 

contemplated here, to put the burden on the shoulder of 

the guy who can least sustain ito 

ASSEMBLYMAN DE KORTE: Well, I can accept the 

argument that there may be a fairer form of taxation than 

the sales tax but if you tell me that you won 1 t support any 

new form of taxation and you tell me at the same time that 

we shouldn't cut our expenditures in any material way, and 

we assume that aid is not forthcoming from the Federal 

Government before July 1st, then I don't know what we do. 

Constitutionallyo we have to balance this budgeta 

MR. JACOBSON: I understand that but, sir, you'll 

also have to balance it next year and the year after that, 

and unless there is some action taken now, unless we take 

that first step at some point - and I ask you to take it now -

we•re going to be faced with this problem for life .. 

ASSEMBLYMAN DE KORTE: Well, what is the first step, 
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just t.o stop right here and not do anyt.hing and let these 

programs go down the drain? 

MRo JACOBSON~ Noo The first step is not to pass 

the sales taxa The second step might very well be to have 

a tax convention and consider where we 0 re going and to 

develop a program that will be more equitable. At that 

point I feel confident that. the more rational voices in 

this state will come to your supporto In my opiniono the 

more rational voices in this st.ate are opposed to this 

particular prograrno 

ASSEMBLYMAN DE KORTE: Buto specifically, you have 

no alternative revenue-raising measure that you would 

support at this pointo 

MR~ JACOBSON: Not at this point" As I say, 

my economic patience and my resources have bem exhausted. 

ASSEMBLYMAN DE KORTE: Well, so have those of the 

State of New Jersey and that 1 s the problema And the 

situation we postulate is not an academic onea We sit here 

corning up to the first of July of 1970 with a $268 million 

budget gap, not allowing anything for surplus, and we have 

to raise t.hat money somehow or cut those programs somehow. 

MR. JACOBSON~ But, sir, may I repeat@ what you say 

is absolutely true and yet we are part of this nation. My 

heart bleeds when I see the waste on programs that I don't 

even want to discuss now because it's not germane, that I 

think are totally futile, absolutely unnecessary and sometimes 

morally wrong, - the billions that are wasted while we sit 

here and struggle for pennies is pitiful and somebody should 
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do somet.hing about ito 

ASSEMBLYMAN DE KORTE: Mro Jacobson~ do you know 

of such programs operated and funded by the State? Are 

there any that we're running that are totally wasteful, 

that ought to be eliminat.ed? 

MRo JACOBSON: I was referring specifically to our 

defense and military appropriationso 

ASSEMBLYMAN DE KORTE~ Well this is our problema 

You 0 re not in washington now nor are weo 

MRo JACOBSON~ That 0 s righto 

SENATOR WALDOR: Mro Jacobson, Joelu after many 

years of knowing you and discussing different. questions, 

wouldn't you honestly and objectively say that all of the 

remarks that you have delivered to this Committee today 

were purely an academic exercise, because basically what 

you're saying to us, stop the war in Vietnam and you 0 ll 

have enough money to fund all of the programs in the 

Stat.e of New Jersey, and there isn °t a person 9 I 0 m sure, 

in t"he United States of America who doesn 1 t. agree that if 

we were to receive the fundsu if the war in Vietnam were overe 

that this might be true. But the point is, as the Chairman 

of this hearing has indicated 0 we are faced with an immediate 

problemu whether the.immediacy is March or July or December 

or next January, or whenever it may beo And I would like to 

know very frankly, in your position here representing 50,000 

workers of the UAW, without your going into a philosophical 

disclosure about what your feelings may be about the war 

in Vietnam, what do you propose as a viable alternative to 
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raising the sales tax without expostulating the merits of 

the war in Vietnam or whether the defense and military 

budget are excessive or anything of that nature. We're here 

today, the League of Women Voters, whom you've mentioned 

several times, have indicated that they have an alternate 

proposal -they don't want a sales tax and you've indicated 

the same reasons for being opposed to it, they want an 

income tax, and I can understand this, and I appreciate the 

fact that they come before US 6 whether I agree with them or 

disagree with them, and say we should have a state income 

tax because it will raise more money and won't affect the 

low income worker in the State of New Jersey, but what, in 

effect, are you saying? Are you saying, as the Chairman 

has indicated, that we are to stop all programs, call a 

tax conventionu await the possible results of a recommendation 

from the tax convention, that we have a sales tax and then 

we're back where we started except we don't have the funds 

to operate with in the interim? I don't understand what 

the viable alternative is to the income tax or to the sales 

tax or to anything of that nature, and I would like to ask 

you what is your position? 

MR. JACOBSON: I find I always respond emotionally 

to your eloquence because 

SENATOR WALDOR: I know. We 1 ve gone through this 

on many occasions beforeo Go. 

MR. JACOBSON: I think I can summarize my position 

as follows: You have proposed, or there has been proposed 

an increase in sales taxa This is wrong. I'm opposed to 
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that.. I understand you have a budgetary deadline of 

June 30, 1970 for your budget.. There are other alternatives 

to raise funds. A suggestion has been made that we bring 

the best minds of the State together to develop a fairer 

system than the alternative you have proposedo I think a 

tax convention - or I 1 ve heard a good deal about a blue 

ribbon commission -- if I could be so humble as to suggest, 

I would suggest that instead of having a blue ribbon 

commission you have a blue collar commission, you might get 

a little more sense out of ito There are other alternatives 

that can be developed. And I am saying alsoo New Jersey is 

part of the United States.. This is nd philosophical argument 

to me, this is --

SENATOR WALDOR: But we all know that, we all 

agree with that. 

MR. JACOBSON: Your agreement is delightful, sir, 

but there is nothing being done about it. 

SENATOR WALDOR: Well, are the 50 0 000 workers of 

UAW doing anything about it? Are the millions of workers 

of UAW doing anything about it in Washington or any other 

place? We are. We're trying to. Now you come before us 

and tell us that Governor Cahill mentioned federalism in 

his talk. Of course he did. And there isn't an elected 

official in this State or any other state that doesn 1 t 

believe that the Federal Government should come in and 

fund some of these programs or all of them. What are you 

saying? You're not saying anything. But I'm saying to 

you, sir, and I say this most respectfully, that, as 

16 A 

• 

• 



Senator DelTpfo indicated, you have an organization. You've 

come here to testify today on an increase in the sales tax 

which you say is no good, call a tax convention, of which 

we don 1 t know what the results would be, and in the meantime 

we have programs to fund by June of this year. You 1 re 

telling us the Federal Government. should fund these programs .. 

We agree with youo If that 8 s your recommendation, I know 

that I speak for a great majority of the Senators when I 

say they agree, I know I speak for the Governor when I 

say he agreeso Now, where do we go? Do we go down to 

Washington tonight and tell them, you better give us the 

$280 million that we need)to fill the budget gap or just 

what is your suggestion that this Committee, facing the 

realities of life on a day to day basis, facing the 

realities of a budget on a day to day basis, what do we 

do, where do we get the money from? Tell us thato 

MRo JACOBSON: I almost feel tempted to ask you 

to repeat the questione but I 1 ll try to answer ito 

SENATOR WALDOR: I'll have the stenographer read 

it back. 

MR .. JACOBSON: Senator Waldori you talk about 

the realities of life and I tried very hard to present 

something which is not highly partisan. Well, I tell you, 

the fact is it is partisano And as a member of one 

particular party with an administration in power, your 

voice is listened to with a great deal more attention and 

your voice has a great deal more --

SENATOR WALDOR: Was yours for 16 years with a 
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MR .. JACOBSON: Thia may be totally uncharacteristicu 

but I don't think Ivrn qualified to discuss the extent of 

the budget for the State operationo 

SENATOR CRABIEL: That•s allo 

ASSEMBLYMAN DE KORTE~ You are aware of what the 

total budget of the State of New Jersey was ten years ago, 

aren't you? 

MR .. JACOBSON: Yes~ siro 

ASSEMBLYMAN DE KORTE: That there has been about 

a six hundred or seven hundred percent increase in the 

budget since then? Do you know what kind of a surplus we 

carried in our budget last year? 

MR .. JACOBSON: Oh, I know about the advance tax 

collections, yes. 

MARK 

ASSEMBLYMAN DE KORTE~ Any other questions? 

Thank you for corning. 

MR. JACOBSON: Thank you. 

ASSEMBLYMAN DE KORTE: Mr., Mark Jones 

M. J 0 N E S~ Mr., Chairman, I appreciate 

the opportunity t.o come here and perform a mission as a 

self-appointed agent of the silent majority .. 

It looked to me as if this situation was being set 

up from the standpoint of getting the cart before the 

horse and stampeding it through, and I thought that at 

least someone should interpose a violent dissent to the 

whole procedure. 

I have had to do with tax rnatt.ers for 50 years, 

mostly in Washington, and I would say that it is difficult 
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for one who reads the papers and listens to the radio 

to account for this hearingo This is because the purpose 

here is to finagle a $300,000,000 tax increase into law, 

but with complete disregard for the impact of such 

finagling. One illustration of the effects was referred to 

by the President of the United States, in his Monday night 

address, when he pointed out that inflation was caused by 

government spending and that a result of it was an average 

increase of $200 per month in the cost of living per family 

over the decade of the sixties. 

However, at that point, one has only started. In 

addition to the $300 million, the administration must 

accept the responsibility for another $200 million that 

will have the same effect as taxation. It is the 50 percent 

increase in Blue Cross premiums which 3,500,000 Jerseyites 

must pay from May 1st on. Thus our merry political spending 

debauch will be given a further infusion of inflationary 

adrenalin, probably exceeding $500 million. 

Bear in mind that this colossal demonstration of 

incompetence and don't-give-a-damn-for-the-people attitude 

is being staged in open defiance of the policies of the 

Federal Government and the President of the United States. 

It presents a brazen challenge to the President's anti­

inflation appeal on television Monday night, and is con­

trary to all the dictates of mathematics and common sense. 

It you go ahead with itu you gentlemen of the State 

Government will be proceeding as if you think that New Jersey 

is no longer a part of the United States. 
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I appear to oppose the tax bills pending before this Committee for 

several fundamental reasons. The first is that the policies they express 

would betray and repudiate most of those who supported and ele~ted Mr. Cahill 

to office. Secon•, they would put the Republican Party in rhe position of 

falling into a trap set by their Democratic predecessors. Third, they 

would express scorn and contempt for the taxpayers of New Jersey, in that 

they would show no regard whatever for the beating they are taking tram 

labor unions and politicians. Fourth, they would implicate members of the 

Legislature in a violation of sound procedure (putting the cart before the 

horse by taking up taxing before they know what they are doing) which would 

be so fundamentally against the public interest as to threaten the future 

in office of many of th.m. But most important of all is the fact that 

no concern whatever is shown for the inflation now threatening the nation. 

If you go ahead, you will be disregarding entirely the anti-inflation 

policies of the Federal Government. 

It has been a long time since there has been such an amazing exhibition 

of contempt for the people on the part of politicians. On the one hand we 

had a campaign in which a great majority of the voters were misled into 

believing that Mr. Cahill understood the situation and might know how to 

deal with it in the public interest. On the other, and despite what vas 

said and implied during the campaign, it was but three weeks after the 

election that the people were proved to be wrong about Mr. Cahill's insight, 

and had the question of good faith thrown in their faces. It was on 

November 21, 1969, that the first press reports we have been able to locate 

appeared, to indicate that there might be a colossal double cross of the 

people. The $300,000,000 scheme not only was to follow the crazy spending 

of the Democrats, but to outdo them and make it bigger and bigger. Although 

22 A 



the double cross was put forward slickly and apologetically, it smelled of 

hypocrisy and looked like a juvenile tongue-in-cheek stunt. It emulated 

the standard technique of the Democrats. They have used it repeatedly 

ever since the Roosevelt brand of political duplicity became the standa1d 

for u. s. politicians. Noteworthy in this respect was the con~tanl repPti-

tion of the statement that we were to have a 2 percent increase in the sales 

tax, when in reality it would be a 40 percent increase. 

The crux of the situation is the fact that the United States is at 

the peak of the worst inflation in its history. If you go ahead, you will 

ignore this. You will ignore the fact that the principal cause ot this 

inflation is the accumulated effects of crazy spending by the Federal, 

State, and local governments of the United States over a 36-year period 

since 1933. You will ignore the fact that this is the first noteworthy 

inflation in the u. s. econo~, the cause of which is mainly in the public 

sector; viz., government spending. You will ignore the fact that most 

government spending is nonproductive overhead expense of the economy. You 

will ignore the fact that every addition to taxation increases inflation, 

increases prices, and increases the misery inflicted upon the people of 

the country by political leaders who evidently don't give a damn. Thus 

you will spread more inflationary gasoline on an already raging conflagration 

of inflation, in disregard of the fact that the principal cause of this 

inflation is utterly unjustifiable government spending and its counterpart­

utterly irresponsible tax increases. 

It is important for any who are concerned about realities to ponder 

the astounding figures which picture political spending insanity in the 

United States since 1933. In a mere 36 years (1933-1969) the Federal 

Government spent $2,675 billion (two trillion, six hundred seventy-five 
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billion dollars). State and local governments spent around $940 b! Ilion­

just a little less than one trillion (one thousand billion dollars). Thus, 

we confront the fact that the causes of mo~t of our difficulties are the 

accumulated adverse consequences of a governmental overhead expense fox 

36 years which aggregated $3,665 billion (three trillion, six hundred sixty­

five billion dollars)! 

Studies made by the most reliable authorities as to the maximum 

amount of overhead expense which as a rule can be carried by a national 

economy without accumulative degeneration, is about 23 percent of the 

nat i ona 1 1 ncome. In the case of the United States, our government over-

head expense now approaches 60 percent. It has been too high for more than 

30 years. Is it any wonder that there are all sorts of criticisms, diffi-

culties, and resistance? 

All you need to know to measure how crazy it is, is one consequence 

of such a prodigious deaonstration ~f economic illiteracy and incompetence. 

It is that the politicians who have been running the country for the past 

36 years have destroyed 77 percent of the value of our money. That is why 

the purchasing power of the dollar is now down around 23 cents compared 

with 1933. They even change the statistical indexes to camouflage it. 

This represents the point of departure at which you take up the 

fantastic proposal sex· i ously to consider about $300,000,000 of mandated 

items which are supposed to call for the increase in taxes. Every one 

of these items ls open to question. The word "mandate" is open to question. 

It is just a political lawyer's mumbo jumbo. What is legislated can be 

de-legislated, especially when you face the fact that to continue it would 

pour more inflationary gasoline on the raging flames of political inflation. 

But then there is more. How can you disregard the $200,000,000 

increase al:eady authorized for Blue Cross by the State Insurance Department, 
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to become fully effective May 1, 1970? The Administration is stuck with 

it, because the responsibility automatically is assessed against whoever 

is Governor when it goes into effect. 

And then there Is still more. It is now becoming clear that what 

ls probably the number one cause of this inflation is spending on education. 

The Red Liberal neurotics have made a sacred cow of education. It is now 

the outstanding epitome of economic illiteracy and neurotic madness in the 

country. To ignore this, as pressured by the Trenton $2,000,000 teachers' 

lobby and Bat~n fanatics, would pour even more high octane fuel on the 

raging flames of inflation. A cruel hoax is being perpetrated on the 

fine school teachers of the country by their political leaders, in disregard 

of the $200 per month increase in the cost of living which has already been 

put over on them (and the rest of us) in the past ten years. To reduce 

teachers to the same level as members of unions who have become virtual 

prostitutes, tyrannized by a mob of economic illiterate panderers misnamed 

"labor leaders,._ is a high crime. When will those pushing the madness 

realize that such hugger-muggery merely exploits economic illiteracy and 

wishful thinking? When will they realize that as a rule for every five 

dollars that may be added Lo income, at least six dollars will be subtracted, 

although invisibly, through the effects on the cost of living? 

If the members of this Legislature are responsible representatives 

of the people of New Jersey, they will have to recognize the situation so 

dramatically put before the nation on Monday night, January 26, by President 

Nixon. To go along with the pending proposals would not mean ju-;t 

$300,000,000 but, along with the increase in BluE: Cros-, r c1te~, would amount 

to a tax increase of more than $500,000,000, the effects of which would be 

sabotage of the nat i ona 1 economy. 
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The problem which contronts these conunittf:e~ is not a tax problem. 

It is a problem of economy - o1. prudent spending of other people's mCJney. 

It is a problem of pruning, of cutting out the political dead wood accumu-

lated for years, and applying some intelligence to priorities. The days 

of "More, always more" are over. 

The total budget of the New Jersey State Government for the next 

fiscal year should be no more than its expenditures of the current year, 

plus increaaes in income reasonably to be expected, and without tax imrea~es 

or nw taxes. 

It is time to stop the terroristic tactics of the State Education 

Lobby, and create a means to determine why education is not worth what it 

costs, and how to cut the squandering on public school education at least 

40 percent. The need for samething like this was indicated by President 

Nixon in his Monday night broadcast. 

Gentlemen, the situation before you was well described by President 

Nixon when he referred to the wrong sum, for the wrong purposes, at the 

wrong time. 

To this I would add that you have the cart before the horse. What 

needs attention now is crazy spending. Taxes come second. More'>Ver, 

there are too many things wrong about New Jersey Laxes to open that can of 

worms without the opportunity to be intelligent about it. 

Thank you. 
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ASSEMBLYMAN DE KORTE: Thank you, Mr. Jones. 

Any questions? 

(Discussion between Chairman and Mr. Sredzinski) 

Mr. John Connor, Jre, please. 

J 0 H N To C 0 N N 0 R, JR.: Mr. Chairman and members 

of the Committee, I am going to make a statement on behalf 

of Chairman Salvatore Bontempo of the Democratic Party. 

We are on record, as you know, opposing the proposed 

sales tax increase. We did in the last campaign and we 

affirm that stand. 

In point of fact, as has been pointed out, there is 

no deficit until the next budgetary year. The present 

problem, as stated by the new Governor, results from the 

fact that, one, the Republican-controlled Legislature 

enacted programs which they did not properly fund at the 

time: two, we have this extraordinary one-shot speed-up of 

tax collections giving you a balanced budget during the 

election year, but simply adding another $100 million to the 

deficit for the next year. 

It is our belief that, before ther~ are any increases 

in the sales tax,we should examine, under the gun, the 

present inequities in the New Jersey tax structure and 

that these inequities should be eliminated. Not the least, 

of course, of these inequities is the sales tax itself 

because it does hit those who are least able to pay hardest. 

We do advise the tax convention and we do advise the adoption 

of Senate Bill 413 which would call a convention on a biparti­

san, statewide basis having all delegates confirmed by both 
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houses of the Legislaturea 

Just as urgent as the need for new revenue in 

this State is the need to ease the burden on the backs 

of the property owners throughout the Stateo We have a 

very excessive reliance in New Jersey on the local property 

tax and this results in many inequities, major among them 

are the cities of the State which, left to their own financial 

devices as they are, are entirely unable to cope with their 

problernQ 

Another group that 0 s affected increasingly is the 

retired citizen who is often forced out of the horne in the 

community in which he has lived for years because of the 

excessive property taxo 

These two categories, of course, are people with 

low income or in some cases they're off the income tax 

charts entirelyo 

The combination of an excessive property tax and 

an increased regressive sales tax will mean that this 

State ranks first in placing the burdens of government 

on all levels on the backs of those least able to paya 

We note also the unwillingness of the Legislature to enact 

an increase in the bank stock tax which our Governor Hughes 

proposeda And we do feel that if this increase goes through 

the people of this State will eventually wake up and 

demand, we hope at the polls, some form of fair tax systerno 

That is the conclusion of my staternento 

ASSEMBLYMAN DE KORTE: Thank you$ Any questions 

of Mro Connor? 
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SENATOR DEL TUFO: Mr. Connor, maybe this is more 

of a statement, but it's so interesting to see the Democratic 

Party and your Senate Minority Leader ask for a tax conven­

tion. How .lonely it was for me last summer. All I needed 

was to pick up three votes, for the tax convention, in the 

Senate and we would have had a tax convention, and I 

pleaded with the Democratic Party until three o'clock in 

the morning and I couldn 1 t get the three votes that I needed 

but now the Democrats are pleading for a tax convention. 

MR. CONNOR: Now you have your chance. 

SENATOR DEL TUFO: But the irony of it is, when 

we had the opportunity the Democratic Party failed us. 

MR. CONNOR: Well, there are a variety of proposals 

on the table and the bill explained by Mr. Schluter. There 

are other proposals. You can have both a re-examination of 

the inequities and cope with the current crisis. We are 

not trying to cancel postponement of the crisis, we feel 

that it should have been dealt with sooner, but we do think 

that a basic re-examination is called for. And this is 

what would be accomplished by a tax convention and we feel 

there are various proposals on the table. We like Senate 

Bill 413 • 

SENATOR WALDOR: Mr. Connor, you indicated, or 

I thought you did, if I heard you correctly, by saying in 

your closing remark that you hoped this would be 

accomplished by people waking up and demanding fairness in 

our tax system - will be accomplished at the polls. Am I 

quoting you correctly or did I get the meaning of your 
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remarks correctly? 

MR. CONNOR: No, you didn't get the meaning 

correctly. 

SENATOR WALDOR: That isn't what you said? 

MR. CONNOR: No. We don»t hope that there will be 

a two year delay in the people getting what is fair in the 

tax system. We hope that there will be very soon a re­

adjustment of the tax burden in the State, much before the 

elections of 1971. We feel, however, that if there is no 

examination of this question in depth the public will be 

cognizant of it by the fall of 1971. 

SENATOR WALDOR: When they go to the pollsu as 

they were cognizant of it this past election. 

MR. CONNOR: I would not hope for the defeat of 

any of the gentlemen on the Committee. 

SENATOR WALDOR: No, I'm sorry. But you are aware 

the public spoke out in rather a loud voice concerning 

a sales tax vis-a-vis the income tax in this last election, 

are you not? Or did you not interpret it that way? 

MR. CONNOR: I wouldn't interpret it that way, noo 

SENATOR WALDOR: Let me ask you this, sir. --

MR. CONNOR: I didn't mention an income tax but 

this, of course, would be one thing to consider in a con­

vention. 

SENATOR WALDOR: Yes. Well, I would like to ask 

you this if I may, Mr. Connor. Do you have any specific 

recommendations insofar as solving the present budget gap, 

if you recognize that there is one, with respect to the 
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solution of that question which is basically the reason 

that we are here today? Is there a recommendation that 

you have other than the calling of a tax convention? 

MR. CONNOR: Well, from my own view, I would note 

that in the Federal budgeting the burden for revenue-

raising purposes between corporate and individual is 

fifty-fifty. Now, in that instance, of course, the individual 

is a progressive, graduated, based on ability to pay income 

tax. In New Jersey the burden is 60 points. The corporate 

part is only 40. Added to the fact that the burden on the 

individual is not a progressive tax but the regressive 

sales tax, I think you could definitely argue that industry 

is not pulling its weight in New Jersey. And I think the 

bank stock tax increase was aimed at that~ 

SENATOR WALDOR: Well, I would like, if you can, to 

have you answer my question. Are you here testifying today 

in opposition to a sales tax and recommendation of an 

income tax? Is that what you're saying? 

MR. CONNOR: No, I wasn't speaking to a personal 

income tax. 

SENATOR WALDOR: No, I'm asking you, are you 

advocating the replacement of the sales tax with an 

income tax an behalf of the Democratic State Committee? 

MR. CONNOR: I'm advocating a re-examination in 

depth of our tax structure. If in 1966 we instituted an 

income tax we'd be at a different point in time. The fact 

is we put in a 3 percent sales tax with certain broad 

exemptions. I think the matter of exemptions, the matter of 
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the degree of sales tax, the matt.er of an income tax, 

should all be studied vis-a-vis the present inequities 

in the property taxa 

SENATOR WALDOR: But you have no recommendations 

at this time along those lines on behalf of the group which 

you represent, the Democratic State Committee~ you are 

not recommending an income taxo 

MRo CONNOR: I am not recommending an income taxa 

SENATOR WALDOR: You are not~ is that righto 

MRo CONNOR: Yeso 

SENATOR WALDOR: Thank youo 

ASSEMBLYMAN DE KORTE~ There is no implication in 

your statement, Mro Connoro that a progressive income tax 

is to be favored as opposed to what you characterize as 

a regressive sales tax? 

MRo CONNOR: There was an implication there, yeso 

And our former Governor Hughes has advocated an income tax 

and I think, for myself, an income tax would probably be 

the logical solution to the situationo But I think and 

honestly believe from an analytical viewpoint that the fiscal 

system in New Jersey is so complex at this point and there 

are so many inequities and imbalances in the relative burden 

that you really must examine it, from top to bottom, and 

come up with a solution that speaks to all of these problems, 

the problems of exemptions, the problems of the cities -

Newark, the second highest property tax in the nation; all 

of these areas must be considered because any other course 

would be irresponsibleo And I think a one-shot increase 
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in the sales tax is a st.op-gap solution. But, again, it 1 s 

irresponsible because it doesn°t speak to all the problemse 

SENATOR WALDOR~ This cmdition didn 1 t arise since 

January 20th of this year 9 did it? 

MR. CONNOR: This condition is the result of the 

unwillingness of the Legislature to properly fund programs 

over a long period of time and to speak to the real problems, 

the financial problems of this State. 

SENATOR WALDOR: Thank you. 

ASSEMBLYMAN DE KORTE: How;in your judgment, 

could the Legislature have pro·perly implemented programs? 

MR. CONNOR: Well, I think in many states it is 

a simple question of an income versus a sales tax, but in 

New Jersey we do have this unusual reliance on property 

tax which is comparable to the federal situation before we 

had any federal income tax the rich can do what they want 

and the poor could have none of it, and that's how our 

community is run. But it does seem to me that-- I've 

forgotten the question. 

ASSEMBLYMAN DE KORTE: The question is, what did 

we do wrong, what would you have done if you had been 

doing it? 

MR. CONNOR~ What we 0 ve done wrong is to fail 

to supply on a State basis revenues over a long period of 

time, thus forcing the municipalities to increase property 

tax until it got all out of proportione New Jersey does 

collect less per capita than any of the states in the 

union~ I think this makes the point farther. 
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ASSEMBLYMAN DE KORTE~ The t.hrust of your testimony 

is that the State should be taking in more money a 

MRa CONNOR: The thrust of my testimony is that 

over a long period of time, specifically since Wbrld war II, 

the State should have been taking in relatively more moneya 

ASSEMBLYMAN DE KORTE: Then at this point too the 

State should be taking in relatively more money, is that 

correct? 

MRo CONNOR: Oh 9 at this point too we are faced 

with a crisiso 

ASSEMBLYMAN DE KORTE: I 1 m not sure that was 

totally responsive 9 but all rightu Mro Connoro 

Any other questions? 

SENATOR CRABIEL: Mro Connoro will you point out 

to me where in your statement any mention is made of an 

income tax? 

MR. CONNOR: Nowhereo 

SENATOR CRABIEL: I want that very clearly under­

stood that I heard nothing about an income taxa Someone 

is putting words in his moutho 

ASSEMBLYMAN DE KORTE: No one is putting words in 

anyone 0 s moutho 

SENATOR WALDOR: You asked the State Treasurer 

and he didn't mention many of the things that you questioned 

him abouto 

ASSEMBLYMAN DE KORTE~ Nobody is putting words in 

anybody's moutha I'm sure Mra Connor is capable of pre­

venting people from putting words in his mouth. 
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Thank youu Mro Connoro 

MR. CONNOR: Thank you. 

ASSEMBLYMAN DE KORTE: I will now read the list. 

(Discussion. betweerLChairman and Mr. Sredzinski) 

James Neilland, pleaseo 

JAMES N E I L L A N D: Thank you, Mro 

Chairman. My name is James Mo Neillando I am the Executive 

Director of New Jersey Food Council. The Food Council 

represents Garden State food retailers with a combined annual 

sales volume of $2,600,000,000, or about 86 percent of the 

food purchased by residents of this State. I am here today 

to testify on behalf of these retailers. 

There seems to be little doubt that the forthcoming 

budget for fiscal year 1971 will have a deficit ranging 

upward to $300 8 000,000. 

Obviously, some form of increased taxation is 

necessary if we are to erase this deficit. New Jersey food 

retailers, as in the past, are prepared to accept the 

wisdom of the Administration and the Legislature in deter­

mining the basic form of tax increase. 

As a matter of fact, food retailers, traditionally, 

have been overly cooperative and overly generous and, as a 

resulto excessively taxedo 

In 1966, the Legislature arbitrarily enacted the 

Retail Gross Receipts Tax, a special assessment levied only 

upon retailers, despite the fact that they pay all other 

taxes imposed upon other corporate residents of the State. 
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Not only is this t~"t an addi tiona! taY. for retailers, it is a ta'~ which has no 

relation to a retailer's earnings or to his ability to pay the tax. The firQ oper­

ating ia the red in any given year is required to pay the same anount of tax as 

though he had earned nornal profits. 

Strangely enough, a sizable roajority of the Legislators who enacted the Retail 

Gross Receipts Ta:t: have been perfectly vdlling to admit that the retail industry 

has been singled out for an unjust and inequitable tax. The rationali~ation appears 

to be: 

·'Even if the ta;c is passed on to consumers in the fo:riil of higher :_:>rices, it ~:riJ.l 

not baru~rupt anyone.·' 

i iany, who recogni::;;ed the injustice, pleaded with the retail industry to ~ear vii th 

the injustice until such tir1e as a new broadbased tax is enacted or until the salc~s 

ta~ is increased. 

It was the sane E'66 Legislature which en~cted the State Sales Ta;-:. 

Again arbitrarily, the Legislature ap?ointed New Jersey retailers as the state's­

unpaid sales ta;~ collectors. Parenthetically I may add, it wasn't taken as 

an honor. 

Confronted ,-lith cost estinates for the purchase of new equipnent, the prin·i:ing 

of tax charts, revision of bool:l<eeping procedures and the training of ·::>ersonnel 

to assure conpliance with the law, legislators fron both sides of the aisle and 

ad."linistration officials again e:~pressed v'lholehearted syr.1pathy with the protests 

of injustice. But, here too, the retailer nas asl:ed to wait for re-:1edial action, 

which was sure to cone vrith the enactuent of a nen broadbased t~"' or an increase 

in the sales tax. 

i·Ir. Chai:rr.1an, Ee.."'Jbers of the Conni ttee: 

New Jersey retailers have lived \'lith these flagrant displays of in:·.1stice for 

nearly four years. 
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For nany >.lOnth~; they have recognized that lS'/0 would be the year for the neces­

sary net·r ta:cation referred to above. 

For tilany nonths they h<'.Ve lived \'lith the anticipation that 1970 should be the 

year these injustices are tenlinated; the year that they would be elevated fr01.1 the 

rani: of second-class citizens. 

For nany ~aonths they have anticipated that a si'lple statement of fact, clearly 

illustrating the years of injustice, would result in the long-pror.lised renedial 

action. 

And, reueJ::.al action cannot be Jelayed. Even the strongest corporati:ms in the 

nation, faced with so~ring inflation, have had to squeeze ?ennies a.nd nic:::els just 

to stay in the blad~. To meet cor1;>eti tion and no industry is uore cou~::>eti tive 

than food retailing -- uost firr.1s have had to z.bsorb cost increase ~?i!ed u:::>on cost 

increase to avoid pricing itself out of business. 

Let ne assure you gentlemen, nothing uore can be absorbed. 

Let me assure you vlith equal vigor, ver:J little nore can be passej on to ::>ur 

customers. 

It is nov1 E'70. In just a few short v1ee~:s, the ant .ici:'Jat ion e::per:..enced by Ne\·r 

Jersey food retailers has disintegrated with the introduction of the bill you are 

considering today. Not only does it fail t::> en~.l injustice to retailers, it con­

pounds this injustice. 

The neVI ta;: percentages vdll require ne•··T boo~:!:eeping procedures. NeH ta;: charts 

nust be printed. Er.1ployees must be retr::.ined for the higher rates, and, in sane 

cases, for the changes in e::::enptions. 

And added to all of this, this nevr oeasure again singles out ti1e retailer for 

a special ta:::<:: upon his z.dvertising circulars, a service upon v1hich his custc1~1ers 

depend. 
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Let me assure you, gentlemen, that the weekly 

circulars purchased by retailers for distribution to their 

customers are not a source of profit. They are, however, 

absolutely necessary to satisfy the needs of their customers 

and as a defensive and protective measure to meet competition. 

If the tax upon this material goes into effect I cannot say 

to you that the circulars will be discontinued. On the other 

hand, I must repeat my firm conviction that this added cost 

cannot be absorbed by food retailers and must be passed on 

to our customers. 

Let us briefly sum up the total costs of New Jersey•s 

inhumanity and injustice to its retailers~ 

Minimum annual cost of the Retail Gross Receipts Tax 

for 1970 is estimated to exceed $4 millionu paid only by 

retailers a 

Minimum annual cost for retailers to collect the 

present Sales Tax is estimated at $14,300,000. 

The minimum annual additional cost to collect the 

new tax rate - and this figure, I will concede,might be 

inflated because we have not had the time to really assess 

its impact - $5 million. 

The minimum annual cost of advertising material 

tax, $10,700,000, based on the State 1 s own estimates. 

The total estimated cost to the retaileru $34 

million annually, a cost borne by no other corporate 

resident of the State. 
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Gentlenen, .:1t tllis early stage I can only speculate• that probabJ.y as .~1uch as 

30 per cent of the a~vertising caterial ta:: will be assessed against f~~~ retailers. 

But even if the figure is closer to 50 per cent, the injustice be~ng practice.] and 

pro:->osed in this state is costing the state 1 s f-:.:>od retailers an estir.l<l ted 

$15,500,000. annually. 

l'Ir. Chairr.1an, ner1bers of the Cor:mittee: 

I an not here to as:~ for special treat:aent for the state 1 s retailers. I as!.~. 

for equal treatnent for then. 

If New Jersey, truly 1 is about to enter into an era of excellence, vre vti::::. do 

so shanefully and hY:,')ocri tically unless action is tal:en and tal-::en no-.·1 to relieve 

these unfair burdens and enj this injustic to retailers. 

3ecause this com.1i ttee 's current deliberations do not include consider2.tion of 

the I1etail Gross Receipts Ta;~ I ,.·Till table an:' further corn".'lents concerning it until 

a later date. 

However, before the bill under considera·i:ion :Leaves your hands :::: :.1ust urge you 

to accept the res;,::>onsibili ty to .nal:e tv1o absolutely vital a>.lendnents. 

1. The measure ::.1ust contain a provision ~::>errli tting retailers to retain three 

per cent of sales ta;~ collections to partially offset the ccsts i1:1posej 

upon then by the ta;c. 

2. Section V. on page 10 of the bill nust not be deleted as is ~resently 

propo!jed. 

If you accept this .res:;:>onsibili ty, lie'1.7 Jersey food retailers and thousan::ls of 

other retailers vTill be able to share in the eqw-.1 justice we desire for z..ll our 

citi::;ens. 
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Gentlemen, it is my understanding that during the 

course of your hearing you will be hearing from other 

representatives and spokesmen for retail industrieso I 

would like you to know, and for the record, that all the 

remarks I've made here today are completely endorsed by 

the New Jersey Lumberman's Association which cannot be repre­

sented here today. 

Thank you. 

ASSEMBLYMAN DE KORTE: Thank you, Mro Neilland. 

Any questions of Mr. Neilland? 

SENATOR DEL TUFO: I don't know whether I understood 

you correctly, the bottom of page four - The measure must con­

tain a provision permitting retailers to retain three per 

cent of the tax collected - in other wordso you only want to 

turn over two per cent to us? 

MR. NEILLAND: No, noo Three per cent of the tax 

dollaru not three per cent of the saleso For every dollar 

of tax collected three cents should be retained by the 

retailer a 

There is a bill in the Senate, Senator Dumont's bill, 

which would propose one percento I'm sure this would cover 

the costs of some of those retailerso 

I would like to point out that because of the nature 

of the New Jersey sales tax, which has many, many exemptions, 

the difficulty that this imposes upon a retail food operation, 

which has thousands of items taxed and thousands of items 

untaxed, - this considerably adds to the cost imposed upon the 

food retailer, as I'm sure Mro Lehmano one of your scheduled 

40 A 

.. 



speakers, would agree. The retail auto industry has a sales 

tax imposed on all of its products and services and this 

makes bookkeeping tremendously easier. 

ASSEMBLYMAN DE KORTE: Thank you for coming in. 

MR. NEILLAND: Thank you for having me, gentlemen. 

ASSEMBLYMAN DE KORTE: Robert Woodford, New Jersey 

Manufacturers Association. 

R 0 B E R T W 0 0 D F 0 R D: Mr. Chairman, members 

of the Committee, I am Robert A. Woodford, Secretary of the 

Committee on Taxation of New Jersey Manufacturers Association" 

This Association is an organization of 14,000 New Jersey 

manufacturers. The viewpoints and recommendations in this 

statement reflect the views of members of our Committee on 

Taxation and of numerous individual businessmen who have 

voiced their concern to the Associationo 

I have also been asked by Mr. Donald Curtis, 

Executive Director of the South Jersey Manufacturers 

Association, to present this statement on behalf of the 

218 members of that Association. 

It is not our purpose to question the need for 

additional tax revenue. We have not seen the 1971 fiscal 

year budget, nor have we any reason to challenge the 

Governor's estimate of the impending budget gap. Our recom­

mendations are based on the assumption that the Legislature, 

as a responsible and independent branch of State Government, 

will make a careful review of State budget requirements 

before approving new tax legislation. 

We are primarily concerned with the consequences 
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of eliminating the sales tax exemption on sales of machinery, 

apparatus and equipment used in production~ commonly known 

as the manufacturing exemption" We are asking each Legislator 

to reflect on the economic importance of the manufacturing 

exemption and decide whether purchases of machinery and 

equipment used in production are, in fact, of less value to 

this State than purchases of cigarettes, served alcoholic 

beverages, packaged beer and similar items which will continue 

to enjoy sales tax exemptions under Assembly Bill 416. 

Despite the presence in our sales tax law of an 

exemption for purchases of machinery and equipment used 

directly and primarily in production, industry presently 

pays a considerable portion of the sales tax on nonexempt 

purchases, including purchases of equipment not used directly 

and primarily in production. the purchase and maintenance of 

motor vehicles, purchases of office furniture, office machines 

and supplies, tools, parts with a life of less than one year, 

lubricants, materials purchased for the maintenance and 

cleaning of plant and machinery, and on charges for the 

installation and repair of machinery and equipment and, as 

in the case of any other constructionu industry also pays 

indirectly the sales tax charges on materials and directly 

the sales tax en materials used in repairs" Taxable items 

range from storage racks to stationery, from time clocks to 

typewriters, from carpeting to computers. Industry will feel 

the effect of a 2 percent sales tax increase, as will other 

consurnerso 

A 5 percent sales tax on purchases of machinery and 
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equipment used in production would place an additional 

$30 million penalty on investment in New Jersey industries 

during the coming year. In an effort to determine the 

significance of this added cost of manufacturing, our 

Association staff has contacted dozens of major manufacturing 

concerns since the announcement of the Governor's sales tax 

proposals. We have asked each company to evaluate the impact 

on its New Jersey operations of repealing the manufacturing 

exemption. In nearly every instance, we were informed that 

a 5% sales tax imposed on machinery purchases would result in 

a substantial increase in total State and local taxes paid by 

the business and would significantly increase the cost of 

production; consequently, loss of the manufacturing exemption 

may be reflected in a higher price of goods produced in New 

Jersey plants - a factor Which is of fundamental importance 

to an industry considering the modernization, expansion or 

location of operations in New Jersey. 

A number of industrial officials told us bluntly 

that repeal of New Jersey's manufacturing exemption would 

automatically force reconsideration of decisions to re-equip 

and expand the capacity of their plants in New Jersey. In 

one case, a plant manager lamented the fact that after 

spending many months obtaining approval from corporate 

headquarters for $3 million in new equipment purchases, he 

knew that the added $150,000 sales tax cost on these 

purchases would cause corporate headquarters to withdraw 

their approval. Congressional repeal of the Federal 7% 

investment credit has already caused companies to rethink 
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planned capital improvements. An added 5% cost increase 

resulting fron this State's repeal of the manufacturing 

exemption could be the final deterrent to new investment 

in New Jersey. 

While investment in New Jersey and the creation of 

industrial jobs here is a very local matter, the market for 

goods produced here is international. No one invests a dollar 

in New Jersey unless he is confident that a product manufactured 

in this State can be sold at competitive prices in the national 

and international marketplace. 

In one sense, you, as- members of the Legislature, 

are marketing a product. Your product is New Jerseyo as a 

desirable location for industrial investment. The '1profi ts u 

from successful marketing of this product can be measured 

in a growing tax base and 8 most importantc in well-paying 

industrial jobs essential to the maintenance of a high 

standard of living. 

The manufacturing exemption is one of the most 

valuable incentives which you, as Legislators, can provide 

to induce industry to stake their economic futures in New 

Jersey. Productive machinery is purchased free of state 

sales taxes in New York, Pennslyvania and Delaware and in a 

majority of the nation's leading industrial states. And 

among the top 8 industrial statesr once againo New York, 

Pennsylvania, Ohio, Michigan, and Indiana, in addition to 

New Jersey, exempt items of machinery and equipment. If 

machinery and equipment put into a plant here is going to 

cost 5% more than machinery and equipment put into a plant 
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1n Delaware or Pennsylvania or New Yorku it might be the 

deciding factor in the location or expansion of an industrial 

unit a 

Now what's at stake this year was indicated by the 

New Jersey Manufacturers Association annual economic survey • 

This year 1 s survey, which preceded announcement of the 

Governor's tax program, we tabulated responses from over 3,300 

New Jersey industries. Every third respondent to the survey 

indicated plans to expand facilities in 1970 - including the 

completion of 275 new industrial plants. That encouraging 

disclosure raised hopes that New Jersey, with the fastest 

rate of population growth in the East, would be able to provide 

the thousands of industrial jobs required by our expanding 

labor force. 

Before we adopted a sales and use tax, and before we 

found the means of replacing our haphazard local assessments 

on business personal property, which bothered this State for 

so many years, a disturbing question mark hung over New Jersey. 

Tax uncertainty, combined with high local property taxes and 

high social benefit program costs, discouraged the location 

and expansion of industry in this State. Between 1962 and 

1967, when employment in the manufacturing industries of 

the country rose by 14.8%, New Jersey registered a rise of 

only 7.8%. During the same period, the U. S. recorded nearly 

a 20% increase in durable goods production: New Jersey barely 

reached a growth of 6%- less than one-third the nation's 

advance. And this, despite an excelJ:ent location geographically. 

In 1966 the Legislature enadted a tax reform program 
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designed to provide the State with a larger share of the 

nation's growth. Included in the program was the sales tax 

exemption for manufacturing machinery and equipment, major 

reforms in the corporation business tax, repeal of the 

inventory tax, and replacement of local taxes on machinery 

and equipmento Tax reform made New Jersey a far more 

attract.ive location for industry; our reforms were widely 

acclaimed in business and government publications throughout 

the country. Unfortunatelyo passage of an ill-advised 

unemployment compensation program in 1967, S-400, with its 

controversial strike benefits provision, stifled the 

industrial growth that tax reforms would have provided. 

Location decisions made in 1967, for implementation in late 

1967 and 1968, were almost uniformly unfavorable to New 

Jersey~ 

Manufacturing employment plummeted following the 

passage of S-400 as compared with manufacturing employment 

levels of the previous yearo Not until January of 1969, 

eleven months after repeal of the strike benefits provision of 

S-400, did New Jersey regain its former manufacturing employ­

ment level and register an increase in manufacturing jobs. 

And I may interject hereo A decision to cancel 

expansion plans where a contract has not already been let an 

new machinery can be very rapidly achieved~ a decision to 

expand takes longer because the industry must first learn 

of the changes in the state 0 s tax and business climate, it 

must then make plans and contract for machinery, have that 

machinery produced and installed before it finally goes into 
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the market to pick up additional workers needed to operate 

the new facilities. 

Positive elements in our tax structure, such as the 

sales tax exemption for machinery and equipment, have been 

largely responsible for this new surge in manufacturing 

employment growth since January 1 of 1969, by serving to 

offset negative elements remaining in the State's business 

climate, such as the highest local property taxes, highest 

social benefit program costs and only business personal 

property tax in this area. Our State levy on machinery and 

equipment raised $41.9 million in 1969. 

It would be interesting to hear what the present 

administration plans to say to industrial prospects when 

attempting to attract them to New Jersey. We certainly can't 

speak of our property taxes because they are the highest in 

the area; we certainly can't speak of business personal 

property taxes, we are the only state in this four-state area 

to impose a state or local tax on business personal property; 

we certainly can't refer to our social benefits programs, 

they are the highest cost programs in this area. What then, 

with the elimination of the sales tax exemption, will we 

point to? 

As the economic experience of this State has 

indicated, you, as Legislators, will play an important role 

in determining whether New Jersey's young citizens will find 

attractive jobs waiting for them when they enter the labor 

market. We cannot afford to dismantle programs designed to 

attract the investment that will provide those jobs. 
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As an element essential to New Jersey 0 s economic 

growth, the exemption on sales of machinery and equipment used 

in production should be retained. Several alternatives to 

elimination of the manufacturing exemption are available -

without taxing any necessity or imposing a tax with major 

adverse effects on the State 1 s economic growtho Among the 

alternatives are the following: 

First, ,we could raise our cigarette tax from 14 to 

16 cents per pack, which would make our rate equivalent to 

that in New York City, the combined state and local cigarette 

tax there; which would make our rate identical to the rate 

in Connecticut; and which would leave our rate 2 cents below 

the 18 cent cigarette tax per pack in Pennslyvaniao This 

would raise approximately $13.5 million additional dollars. 

We could, in addition, remove from the sales tax 

the exemption for purchases of cigarettes. And, incidentally, 

in New York State there is no exempt.ion for the sale of 

cigarettes under the sales tax, either the city sales tax or 

the state sales tax. 

Removal of the sales tax exemption on cigarettes, on 

top of the 2 cent hike in cigaret~e tax, would provide 

another $17 to $18 million to the State of New Jerseyo And 

in the coming fiscal year this would produce some $31 

million during the 12 month 1971 fiscal yearo 

Other nonessential purchases which are presently 

exempt from the sales tax, and the amount of estimated revenue 

that could be raised from these sources include served 

alcoholic beverages, other than beer, which would produce 
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some $10.5 million under a 5 cent sales tax rate. 

And it is interesting to note that in the same 

restaurant where you bring your family to have dinner and 

you happen to have a cocktaile the milk that you purchase 

for your child is taxable, the martini which you purchase 

for yourself is tax exempto 

Another area would be beer served on premises. This 

would bring in, if taxed at 5 percent sales tax rate, some 

$7 million additional. 

The third area is the sale of packaged beer, which 

would produce $10 milliono And here it's interesting to 

note that if you walk into a package store any of the 

miscellaneous items purchased in that store, or a bottle of 

liquor or a bottle of wine, is subject to the sales tax; 

only the six-pack you buy is exempt. This is another 

discrepancy in another area in which the item provided 

with an exemption is of far less importance to the economy 

of the State than the manufacturing exemption. 

Mr. Chairman, we appreciate this opportunity to 

present our views and I certainly welcome any questions 

that any of you care to asko 

ASSEMBLYMAN DE CORTE: Any questions? 

ASSEMBLYMAN FLORIO: Sir, I am interested in the 

alternatives you present. Each and every one of the 

alternatives you did present was a transferral of the 

burden of any additional taxation from the business community 

to the consumer. Now the consumer is already paying, or will 

under this bill if it's enacted, $200 million on the basic 
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2% increase. In addition to that, the Legislature proposes, 

under this bill, to shift a portion of the burden by removing 

exemptions to the business communityo Now you present us 

with the alternative in saying, well, no the business 

community shouldn't accept any portion of this burden but 

rather further increase should be shifted to the cansurnero 

It would be my suggestion - I can accept some of 

the points you've made, the removal of the exemption on 

business machines may put you in a competitive disadvantage. 

Could I request that you consider other alternatives that 

would place the burden upon the business community still in 

perhaps a less oppressive manner so as to maintain your 

competitive balance, and I suggest the corporate income tax. 

MR. WOODFORD: I would like to respond in several 

ways to this. First, in regard to your statement that 

$200 million will be placed on the consurner 6 this is correct 

but I would remind you that business is a consumer. Business 

is paying a portion and we estimate it to be somewhere in 

the neighborhood of 20% of the total sales taxa So again 

business is paying under the increased rate 0 I mentioned to 

you, a number of the items on which manufacturers who now 

have the exemption for their productive machinery nevertheless 

pay a substantial sales tax. In fact, I would say that the 

over-all contribution of businesses through the mix of taxes 

in the State, including the local property tax 0 including 

the State tax on machinery and equipment, the corporation 

tax, fuel tax, and other areas in which businesses pay 

substantial taxes, represent a levy on business in this State 
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which is comparable to or in excess of that in many of our 

competing industrial states. 

Now in answer to your specific question as to whether 

the corporation tax should not be considered as an alternative, 

I would like to remind you that this tax presently has two 

segments to it - we have a 4 1/4% rate on net income; we also 

impose a tax of $2.00 per thousand,the 2 mills tax, on the 

net worth of corporations. The net impact of this tax is 

equivalent to about 6% of corporate net income. Six percent 

happens to be the rate of corporation tax in Delaware, which 

is one of the states that competes with us most closely in 

this areao If you begin to consider other factors, such as 

the fact that Delaware, New York and Pennsylvania lack the 

machinery and equipment tax, which we impose on a state 

level, and if you take the equivalent of that tax in 

percentage of corporate income you will find that we are 

higher than Delaware, 'we are slightly higher than New York, 

we are somewhat lower than Pennsylvania. But if these are 

not weighed as a total package, sometimes there's distortion 

1n looking at only one portion of the corporation package. 

I would like to also remind you that we have in the 

State many things that work against our development. As I 

mentioned, we have the highest local property tax; we have 

the only business personal property tax; we are one of four 

states to have three social benefit programs, one of four 

that have the temporary disability program; we have the 

highest cost social benefit programs in the nation. Now 

we presently have two things going for us, one is that our 
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corporate rate is comparable to our neighbors, and the other 

is that our sales tax provisions are comparable to our 

neighborso Now, if we dismantle either of what remains areas 

in which we 1 re competitive and don't change the areas in 

which we are noncompetitive; it doesn°t take much to guess 

what will happen to manufacturing employment in this State; 

and this is what we 1 re focusing ono what happens to the growth 

of manufacturing and what happens to the jobs that are pro­

vided because no consumer is helped by a provision that 

diminishes the business tax base in this State, no consumer 

is helped by something which diminishes the jobs available 

in this Stateo You only consume with dollars earned. 

ASSEMBLYMAN FLORIO: Then it's your position that 

the $39 million which would have been raised or will be 

raised by t.his exemption should be transferred to the type 

of tax suggestions you have made. 

MRc WOODFORD: Yeso 

ASSEMBLYMAN DE KORTE: Anything else? 

SENATOR DEL TUFO~ By your paying the tax on 

machinery, isn't this deducted from your corporate tax 

return and from your federal income tax return? In other 

words, what you're doing is stopping the flow of this amount 

of money to the federal government.~ I t.hink they 1 re getting 

too damn much money - and refunding it back to the State of 

New Jersey where the money is definitely needed? Is that 

so? 

MR. WOODFORD: Yeso All state and local taxes 

are deductible, of course, as expenses of operating a business, 
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under the federal income taxQ However, this remains true 

in every state of the nation and the extent to which you 

have taxes, state and local 1 to deduct makes a difference 

on the ledger and, therefore, makes a difference in the 

ability to compete in the production of a product in the 

different locations. And this is again what we are focusing 

on. 

SENATOR DEL TUFO~ On your cigarette tax, where you 

mention removing the tax exemption and then also increase the 

price of cigarettes, wouldn't that bring it to approximately 

five or six cents increase? 

MR. WOODFORD: No, as I understand the price of 

cigarettes today, you would probably pick up two cents in 

sales tax. I'm not a smoker so maybe I have ulterior 

motives in suggesting that area. 

SENATOR DEL TUFO: But you also suggest a two cent 

increase on the packo 

MR. WOODFORD: That's right. This would add in 

total then four cents to the price of cigarettes. What 

in fact we are attempting to do, in suggesting thes·e 

alternatives, is attempting to find areas that are not 

necessities to the individual nor are they some areas of 

taxation which will injure the State's economy and, therefore, 

indirectly affect the consumer. 

SENATOR DEL TUFO: And you ask us to tax the poor 

man's drink, beer? 

MR. WOODFORD: I drink it myself. I don't frankly 

think that we can exclude the beverages that are taxed - the 
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light beverages, non-alcoholic, served beverages, - 6an be 

said to be anything but the poor man 1 s drink, the milk you 

buy for a child or the soda a child buys is taxable, of 

course, and this is as much the poor man's drinko 

ASSEMBLYMAN DE KORTE: All righta thank you very 

much for coming in. 

Mr. Charles DeFoe, pleaseo 

CHARLES D e F 0 E: Mro Chairman, members of 

the Senate and Assembly Taxation Committee, I am Charles T. 

DeFoe, Executive Vice President, New Jersey Retail Merchants 

Association. The NJRMA is a statewide trade association 

representing more than 1900 retail stores throughout the 

State of New Jersey. We maintain offices at 926 West State 

Street, Trenton. 

I appear here today to express our Association's 

concern over one of the provisions embodied in the Assembly 

Bill 416. The extention of the sales tax to cover advertising 

services is of grave concern to the members of our Association 

and I am certain to all other retailers in the State of New 

Jersey, as well as many manufacturers, and to those engaged 

in the production of various forms of advertising. In 

analyzing the provisions contained in Assembly Bill 416, 

extending the sales tax to include advertising services we find 

that a product used almost entirely for the purpose of 

developing and generating retail sales and subsequently 

sales tax dollars, will become subject to the State sales 

tax. These services as employed by a typical merchant 

are not in any manner products which are normally considered 

to be germane to the usual items subject to sales tax. 

54 A 

• 



Catalogs, leaflets, sales price lists and similar materials are but 

devices tor the stimulation of business and are used as a communication 

instr~ent tor informing the public about the availability ot a 

product, product price, and other information of an educational 

nature to assist the potential buyer in becoming more readily in­

for.med about products and prices. All such materials utilized at 

the retail level of business are fundamentally created and used 

1o1i th two purpo8es in mind; (1 ) to acquaint the consUl11er with a pro­

duct and its potential uses and (2) to inform the consumer as to 

its place of availability, price and etc. These forms of advertising 

parallel similar types of advertising in newspapers, magazines and 

the other forms of public media. To the typical retailer these forms 

of advertising are all essential in order to maintain his competi­

t~ve position in the market place. 

New Jersey retailers because of the competition presented 

tt1em by the large retail markets of New York City and Philadelphia, 

e.nd the non-sales tax state of Delaware, must spend a greater por­

tio.·:J. of their groos revenue dollars on advertising than retailers 

in most other areas of this nation. These additional ·advertising 

efforts and costs are especially in the forms of advertising mater­

ials proposed to he taxed under provisions of A-416. In order for a 

great percentage of New Jersey retailers to maintain their position 

in the market place these special advertising efforts can not be 

reduced or eliminated even though the five percent (5%) sales tax 

is added to these services. These increased costs will have to be 

born by the retailer or passed on to the consumer in the form of 

higher retail prices. Which ever occurs it will make it all the more 
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difficult to keep retail services and prices competitive with out 

:Jtato markets. 

Our research has indicated that a number of states impose sales 

taxes on certain forms of advertising services. However, it should 

be noted that two of our neighboring states, Pennsylvania and New 

York have distinct exemptions in their law for certain specific 

advertising materials utilized for the promotion of retail sales. 

In the case of New York State for instance, such materials as cat­

alogs, which are but a business stimulator and an informational 

source to the consumer, are exempt from the New York State sales 

tax. Exemptions in the state of Pennsylvania include materials used 

for direct mail purposes, and our neighboring state of Delaware does 

not have a sales tax. 

I have been advised by a number of retail companies that operate 

stores in New Jersey and in one or more other states,that it would 

be an administrative nightmare for them in many situations to 

correctly calculate the New Jersey share of a supply of catalogs, 

point of purchase materials and other such advertising materials. 

This is particularly true with items produced at the corporate level 

where such materials might only be utilized by stores of a certain 

size or in a particular economic market. The manner in which such 

materials are initially ordered, repeat orders filled and secured on 

a special order basis could create an absolute impossibility for the 

company to correctly determine the value of the materials subject to 

New Jersey sales tax. Such administrative difficulties would certain­

ly not only give the individual retailer much administrative 

difficulty but also the State Sales Tax Bureau could expend substan­

tial sums and time in attempting to determine if correct allocations 

had been made and correct sales tax remittances rendered. 
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Our concern is especially urgent since New Jersey retailers are 

already burdened with the task of being the unpaid collector of the 

New Jersey Sales and Use Tax. This very substantial contribution to 

the state might well be termed another form of taxation. Authoritative 

studies on the cost to retailers of collecting the sales tax demon­

strate that such costs involve from 1~ to more than 10~ of the tax 

collected. This cost is incurred because of the required changes in 

cash register equipment, record keeping requirements and sales person 

computation of the tax. Since New Jersey has by far the most compli­

cated and extensive system of tax exemptions, we unquestionably 

rank highest in collections costs of any state. Twenty two (22) 

other states have recognized this cost by permitting the retailer, 

as a tax collector, to retain from 1% to 3% of the tax collected. New 

Jersey has ordained that the retailer absorb the full cost of this 

collection. Based on last year's sales tax collections of $260,000,000 

the mlninum collection cost required to be absorbed by New Jersey 

retailers, computed at 5~ was $13, million dollars. 

Additionally we are concerned about this added expense to 

retailers because of the discriminatory State Retail Gross Receipts 

Tax that is currently imposed so un-justly upon New Jersey retail 

stores. The rank discrimination imposed by the gross receipts tax 

upon New Jersey retailers is widely acknowledged; twenty two members 

of the New Jersey Senate co-sponsored legislation in 1969 to repeal 

this insidious tax, yet today the Retail Gross Receipts Tax is still 

being imposed. 

New Jersey retailers recognize and accept their obligations to 

pay their fair share of the taxes needed to operate our schools and 
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and local and state g0vernment; however they do strenuously object 

when they are required to contribute far in excess of their fair 

share of tax responsibility. The extension of the sales tax to 

advertising services will clearly further compound the already 

existing discriminatory treatment New Jersey retailers receive under 

existing New Jersey tax laws. 

Although we have not seen the proposed 1971 fiscal year budget, 

nor do we challenge the Governors estimate of the need for additional 

state revenues; we do however question the justification of extend­

ing the sales tax to include advertising services. We feel there are 

alternatives such as those proposed by the New Jersey Manufacturers 

Association, that will produce the necessary state tax revenues 

without taxing any necessities or activities of consequence to the 

states economic well being. 

Mr. Chairman, we appreciate this opportunity to have presented 

our views. 

ASSEMBLYMAN DE KORTE: Thank you for coming in. 

Any questions? 

Thank you. 
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ASSEMBLYMAN DeKORTE: 

this, Mr. Noble? 

Mr. Paul Noble. What is 

S H E R W 0 0 D B A R N H A R D: I come in force$ 

We are quite concerned, as you can see, about our problem 

that we are going to talk to you about and these gentlemen 

would like to be with me when we speak to you. They are 

Mr. Shelton Denberg from the Barton Press -

ASSEMBLYMAN DeKORTE: Well, I was thinking in 

terms of time, sir. 

MR. BARNHARD : I will be very short. We will try 

to make it as brief as possible. 

We have Mr. John Turi of L1e American Colonial Press 

on my left, and I am Mr. Sherwood A" Barnhard of the Lasky 

Company in Millburn. 

We speak on behalf of the printers of Northern New 

Jersey and I will briefly outline what my colleagues would 

like to say to you. 

We are not against a sales tax: we are not against 

taxes, but we are against a tax that will affect our business 

unjustly and unfairly. We are vital business to New Jersey, 

mostly made up of small plants, but printing is not bought like 

food in a store. There has to be a budget by our buyer and 

then we have to compete against it competitively. And if you'll 

keep this in mind as we talk, you will understand part of our 

predicament. 

This tax bill which you suggest would not only affect 

the printing business per se but would affect the paper business, 

binders, finishers, engravers, writers, artists, topographers, 
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and others, How can this affect us and what is the effect 

upon us? 

Number 1 1 competiti~n'from out of iiJew Jersey which 

we are now getting in the past year in increased volume from 

printers can be detrimental to our plants, It can affect 

employment because the loss of work that we get will mean 

a reduction in the working force As to affecting our profit, 

we have one of the lowest profit structures of any industry 

of the United States. It will stop the growth of our plants 

because of the tax on the equipment and the loss of business 

and it will also stop the growth of printing businesses coming 

into New Jersey, which are now beginning to come in quite a bit. 

We have fifty-three, for example, new printers in New Jersey 

in the last year or so, which we never had before, 

Our customers are some of the largest in the country -

pharmaceuticals, drugs and toiletry, food, electronics, depart­

ment stores - and they would be able to go out of state to 

buy their printing and distribute their printing to other of 

their customers in various parts of the country, They do not 

have to have it distributed from this State because of a tax 

like this. 

One of the first things that a company can do when 

they get increased costs like in taxes is cut their budget 

and we have all of us already been informed by our customers 

that there will be a reduction in buying from us in New Jersey 

or they will go out of the State 

We also are yery much concerned about the tax on the 

equipment. The printing industry is quite an unknown one 

to most people. Our investment for sales is extremely high 
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A press that we bought before where we used to get a seven 

per cent investment credit, we have lost that now and if 

you put a five per cent tax on that 8 you are talking if you 

buy a piece of equipment almost a 13 per cent increase in the 

cost of equipment over less than a year ago. 

My group will also explain to you briefly the cost of 

bookkeeping we will be faced with because of this tax structure, 

and for small business it is quite a bit. We are basically 

small business. 

Lastly, we find that this sales tax law is discrimina­

ting in that it would eliminate newspapers and magazines from 

being taxed, where much of the advertising services and agencies, 

which were mentioned here before, could be varied where we 

could not compete against them and where possibly many of 

our advertisers would turn to newspapers, which would affect 

our business. 

S H E L T 0 N D E N B E R G: 

your attention. Thank you very much. 

Gentlemen, I appreciate 

My name is Shelton Denberg 

as previously introduced, of the Barton Press, and I am also 

Vice President of the Printing Industries of New Jersey, and 

a member of the Board of the Advertising Club of New Jersey. 

I worked with the State when the sales tax was originally 

imposed in developing regulations for the printing industry~ 

We approached you people at the time. We didn't speak 

to any legislative committee but we spoke to the people who 

the Governor then had working on the bill, and we said we felt 

that printed advertising should be exempt from the sales tax 

because in effect it competes as a recognized advertizing 

media with radio, with newspapers, with magazines, and with 
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television. I might as well mention that one - television. 

And, no que!!Jition about it, this is a section of the advertising 

media and it does compete with these other areas. I personally 

feel that it would be absolutely discriminatory, no question 

about it, if we were taxed and these other areas accordingly 

would steer clear of that taxation. 

Consider also the fact that a couple of these other media 

right now, magazines and newspapers, enjoy unusual benefits from 

the mail department at the federal level. You get your Wall Street 

Journal the next day, First class mail that I mail in my own town 

doesn•t get delivered with quite that rapidity and certainly I 

pay a lot more per ounce for it. The advertising mail business 

and other forms of printed advertising must get equal treatment. 

There has been a tremendous bag of worms in those states that 

do have a tax on advertising material. It is found that the 

anticipated revenues by the State are considerably less than 

are estimated, and the cost in this complicated business of 

ours of trying to estimate the actual moneys that must be 

remitted to the State and the revenues is exceptionally 

expensive to ascertain. 

I understand that in New York there are areas where 

they get a 20 to 30 factor of cost of revenue to the State 

in trying to ascertain the proper figures. 

We have with us, if any of you want to question 

him later, a tax specialist to the printing industry, 

Mr. John Sheridan. 

In conclusion I want you to consider something, if 

you would, please. Advertising generates sales; sales generate 
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business, and tha good climate in New Jersey is good business, 

and whatever sales tax you hav~, the more business you have, 

the more revenues you will achieve from the sales tax. I think 

to put a tax on productive equipment, to put a tax on advertising, 

will be a self-defeating tax and would be detrimental to the 

efforts that we are all trying to improve on • 

Thank you very much. 

SENATOR DEL TUFO: Mr. Denberg, I thought I would let 

you know that I enjoyed your picture with your family. I 

thought that was a very good advertisement. 

MR. DENBERG: Thank you, sir. It's free advertising .. 

L. P. T H E B A U L T: Thank you, gentlemen. 

My name is L. P. Thebault. I have a plant in Morris Plains 

in Morris County. This is my first time before a hearing 

so I don't know how good I'm going to be on this team. 

I have been a lifelong citizen of New Jersey and I 

certainly am aware, and you people have made us even more so 

today, of the necessity for more income, for more revenue for 

the State. But I'm here to say that this bill, A-416, as it 

is written, will not generate the extra funds that the State 

needs. I don't think it will work out that way. 

Now my firm does a lot of printing for the big 

business firms in New Jersey. We are located in Morris, 

Essex, Union, Middlesex, Sussex and Hunterdon Counties, 

mainly firms that are listed on the big board - national and 

even international firms. 

Now a great deal of the printed material that we 

produce for these firms is for out-of-state consumption, for 
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out-of-state use. And, therefore, under this proposed bill 

that printing would not be taxable and, therefore, no revenue 

for the State. Yet the customer, the firms that we do business 

for, would have to go to a great deal of expense - extra book-

keeping expense to administer this proposed tax, and not to 

mention the extra expense that we as a printing firm would go 

to~ And, again, it's quite possible that our customers, as 

has been mentioned here before, might go out of the area, say, 

even Pennsylvania, to buy their printing, to avoid this extra 

tax. We would lose business, New Jersey would lose business; 

we stop growing; we would probably have a lay-off in personnel, 

and certainly we have impeded our growth. 

I don't see how the State can raise the money that 

they believe they can raise under this bill. In fact, at 

the moment it will probably cost the State more money to 

administrate this than the possible revenue that might be 

derived from it. 

I would like to call attention to page 5 of our statement. 

It will just take a moment to read. 

ASSEMBLYMAN DeKORTE: We don't have your statement. 

MR. THEBAULT: Well, may I read it. (Reads) "A 

good deal of advertising printing produced in New Jersey by 

commercial printers is shipped to out-of-state customers. 

These sales are not taxable by New Jersey. If they would 

be, out-of-state customers immediately would shift to non-

New Jerseyprinters, thereby costing thousands of jobs and 

millions in sales and tax revenues in the State of New Jersey." 

I will skip a point. It would also "create enormous 

mountains of red tape for the printer and mailer, both of 
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whom would have to delineate that portion of a shipment 

going out of the State and that portion staying within the 

State." 

As has been mentioned before by the manufacturer 

representatives r this proposed elimination of our tax on 

equipment and machinery would be a great blow to us because 

our equipment, as Mr. Barnhard has mentioned, is very expensive 

and an extra five per cent would be rather damaging in view of 

the fact that all our neighboring States do not have this tax. 

And, of course, it has also been mentioned that we pay this 

business personality tax so in effect we would be having a 

double tax on our equipment. 

Now I sat back there and certainly enjoyed the day•s 

proceedings. As I said, it is my first time, and I see here 

the motto on your distinguished seal, which is "Liberty and 

Prosperity." I don•t think there would be too much liberty 

in this tax as we view it. It•s rather an unfair tax and 

certainly there would be very little prosperity for the people 

in our business. 

Thank you. 

J 0 H N T U R I: Gentlemen, my name is John Turi. 

I am President of the American Colonial Press in Paterson, 

New Jersey, and I am on the Board of Directors of the North 

Jersey Communications Group. This is a group that is 

organized in Bergen and Passaic County. 

Let me explain a little bit to you because I think 

you are tired of facts and figures about our business. I 

think it is fair to say that the printing business is a very 
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competitive business. Most of you fellows who have run for 

office know because of the material you have used. It's a 

highly competitive business whether it's done in-state or 

out-of-state. There are many, many bids to procure a printing 

job. This makes it tougher and tougher each and every day. 

I would like to note something aside from what we are 

talking about here in terms of competition. I don't want to 

cry because we're going to go broke slowly anyway. It must 

be noted that the publicity in the messages ·that have been 

getting to the public is that the tax is going to go from 

three per cent to five per cent. This is not true. It is 

going to go to a complete five per cent. It is going to be 

one complete five per cent jump. That must be noted. I 

don't think that has been noted along the way. 

We are in the business of show and tell, messages, 

media, motivation of sale, industrial growth. The method 

we use is putting ink on paper. So do newspapers and so 

do magazines. This proposed taxation is a sure approach 

for discouraging business artd stifling the proven age-old 

show and tell method of economy and growth. 

It also must be noted, because we often say that 

advertising is strictly for a sale, much of the printed 

material is not used just for selling or advertising or 

for providing a service, but it is used for informing and, 

of course, educating - directed to doctors, engineers, 

scientists, educators, executives, such as technical data 

bulletins, manuals, new products, catalogs to choose.from. 

This is the kind of material that is used that is not 
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advertising, yet will be called advertising. 

Gentlemen, consider carefully, because you are 

considering the taxation of a message. You are considering 

the taxation of the printed word. I don't know what's next. 

Thank you. 

.MR • BARNHARD : May I add this: When Johnsaid that 

we jump from zero to five per cent, there was a question on 

some of your faces. What he means is that we jumpt from zero 

to five per cent in our industry, and our customers are not 

acclimated to the fact that there is going to be a tax. 

Are there any questions that we can answer for you? 

Thank you very much. 

ASSEMBLYMAN DeKORTE: Thank you for coming in. 

Mr. Richard Solyom. 

RICHARD S 0 L Y 0 M: Mr. Chairman and 

.Members of the Committee: My name is Richard Solyom and I 

live in Fort Lee. I am here to speak for the Federation of 

New Jersey taxpayers. 

The word "mandate" has been grossly.overworked 

latelyo One of these days those who use it so freely may find 

themselves mandated out of office. Today from all sides we 

hear the figure 300 million. The orchestrated press constantly 

tells us this is the magic total of mandated increases in State 

expendituresp - 70 million for Medicaid, 25 million for 

increased pensions, 30 million more for welfare, 15 million 

more for State aid to schoo~,, 184 million a year to regionalize 

the schools as mandated by the Bateman and Mancuso Reports. 
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On and on the list goes - all mandated - mandated. 

Now, gentlemen, I submit for your consideration 

this fact. If it is possible to pass a law mandating certain 

expenditures, then it is equally possible to pass another 

law rescinding the mandate, thus making such expenditures 

unnecessaryft In other words, stop the crazy spending! 

I am not here to discuss the relative merits of a 

sales tax increase versus a State income tax. All such talk 

is idle rhetoric signifying nothing and merely obscures the 

issue. The issue is that the taxpayers of New Jersey are 

demanding a reduction in the crazy government spending, and 

I am here to represent them. 

Only by a reduction in spending can we hope to accom­

plish a reduction in taxes! Reduce the spending and you will 

need neither a sales tax increase nor a State income tax. 

Here is a copy of the State budget. It measures one 

and three-quarters inches thick! Now you cannot tell me that this 

does not contain a lot of excess fat that can be trimmed out, and 

I am sure it can be trimmed without injury to the proper function­

ing of our government.. Today it is increasingly difficult for 

most people to meet their financial obligations. Yet we know 

each of us as individuals must live within our income, even 

if it means scrimping to do so. GOVERNMENTS MUST DO THE SAME! 

So - we recommend more effort be made to reduce spending 

and eliminate waste rather than spend all this time seeking ways 

to increase taxes. Now you will ask, but where shall we cut? 

Let me tell you where the taxpayers of New Jersey think you 

should cut. 
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Twice a year the Federation's Board of Directors 

compiles a slate of tax-related issues. This list is 

submitted to the members and it is their vote which deter­

mines the Number 1 issue. I submit for the record a tabulation 

of our latest ISSUES BALLOT. The vote indicates the Number 1 

issue is NO STATE INCOME TAX! 

This is a preventive measure; looking into the future 

the taxpayers are saying: "Let 1 s prevent the Legislature 

from imposing an income tax on us because we know if they get 

their hands on any more of our money, they are sure to find 

ways to spend it. 

Next, please note the taxpayers consider the second 

most important issue to be elimination of excessive expenditures 

of public money for so-called "educational purposes." Third 

is property tax reduction and fourth is to reduce relief and 

welfare rolls. Gentlemen, the taxpayers are telling you -

cut down on educational and welfare expenses~ 

It must be obvious to everyone by now that there is 

no one-shot cure-all for our tax problems. It must be obvious 

also that some changes must be made in the way in which state 

revenue is both collected and expended. There is no panacea. 

However, we suggest serious consideration be given to the 

Value Added Tax. We suggest this system as a substitute 

for, not in addition to, the hodgepodge of present taxes. 

This system taxes all production equitably but does not tax 

the tools or the means of production. We are fortunate in 

that the inventor of this system is a New Jersey resident 

and can assist the Legislature in implementing this method 
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of taxation in its proper form and not in its perverted 

form as presently used in Europe. I wish to submit for 

the record this summary of the Value Added Tax published 

by the American Economic Foundationo together with a proposed 

single page form which can be used when this system is in 

effect in New Jersey. 

In closing, let me remind you: The taxpayers of 

New Jersey are demanding that you, the legislatorsu un-

tax them, un-mandate them, and make them free men once again. 

I thank you for the opportunity of being here today. 

ASSEMBLYMAN DeKORTE: Are there any questionso 

gentlemen? 

Senator Crabiel? 

SENATOR CRABIEL: Will you explain briefly the 

Value Added Tax? 

MR. SOLYOM: Well this is a tax on the value which 

is added to material that passes through the hands of any 

company or individual. 

SENATOR CRABIEL: Isn•t that in effect a sales tax 

at every level? 

MR. SOLYOM: No. Some people call it a form of 

sales tax but it isn•t really. Other people call it an 

ad valorem tax. rt•s perhaps a little bit of all 6 but it•s 

not exacly one of any of them. 

SENATOR CRABIEL: What is your estimate of revenue 

that s uc h a tax would bring in? 

MR. SOLYOM: Well today I got from a friend of mine 

in Michigan a news item on Value Added ahd I think they said 
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in here 13 per cent will bring in forty-five billion a year 

in America. Now this is on a national level, a national scale. 

Forty-five billion with the rate of 13 per cent. As you know 

today, personal income taxes run up to as much as 70 per cent. 

SENATOR CRABIEL: Thirteen per cent of what? 

MR. SOLYOM: The added value. 

SENATOR CRABIEL : Well when the consumer buys some'-

thing, where is the added value? He pays nothing? 

MR. SOLYOM: Oh, no. You're mixing this up with the 

sales tax. 

SENATOR CRAB I EL : I'm not mixing it up. I'm trying 

to find out from you what the Value Added Tax is. 

MR. SOLYOM: Perhaps I should leave one of these 

with you. 

SENATOR CRABIEL: I thought you would tell me without 

a lot of words. 

MR. SOLYOM: All right. 

SENATOR CRABIEL: Maybe we better leave this. 

MR. SOLYOM: I'm just trying to consolidate my 

thoughts you might say. But let's take, for example, a 

company producing tables. They bring in raw material in the 

form of wood and they sell tables, the finished product. 

There are certain expenses involved in the manufacture. 

SENATOR CRABIEL: In other words, it's corporations 

that are paying this tax all the way. Is that correct? 

MR. SOLYOM: Yes. It doesn't apply to employees. 

The employees do not pay it. They are part of the economic 

family producing this product. 
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SENATOR CRABIEL: Isn't it in the price structure 

of the product? 

MR. SOLYOM: Eventually it isu of course. 

SENATOR CRABIEL: So the consumer will pay the 

entire matter so in effect it bebomes a sales ~ 

MRo SOLYOM: Do you know of any sales on which the 

consumer does not pay? 

SENATOR CRABIEL: I am just trying to get from you -

MR. SOLYOM: The point I am trying to make is thisu 

that taxes are always paid ultimately by the consumers 

This is a good system because it is self-enforcinge That is 

one point in its favore It is a self-enforcing systeme 

ASSEMBLYMAN DeKORTE: Thanks for comingu Mr. Solyom. 

Raymond Raff. 

R 0 B E R T c. M U I R: Mrs Chairmanu Members of 

the Committee, my name is Robert c. Muir. I am Vice President 

of Huntzinger Corporation in Camden, New Jerseyu and President 

of the Graphic Arts Association of Delaware Valley. 

The following is the position of the Printing Industry 

of Southern New Jersey regarding the "Sales and Use Tax Act" 

which we are discussing today. Two amendments which concern 

our indust.ry are: 

The elimination from exemption the sales of machineryo 

apparatus and equipment for useoeo in manufacturing" and 

The elimination from exemption sales not for resale 

of catalogs, sales price lists, point of purchase advertising, 

sales pamphlets or handbills, commonly known as commercial 

advertising, when produced upon special order of the purchaser. 
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The total printing and publishing in the State of 

New Jersey represents shipments of $902 million, employing 43 

thousand people who were paid $314 million in 1969, and these 

are estimates from the Uo s. Department of Commerce. 

Commercial printing, which is a further refinement of 

total p~intingu represents $367 million in shipments in 

New Jersey in 1969. Advertising printing is included in the 

statistical analysis of commercial printing. 

Along with other important industries in New Jerseyo 

the printing and publishing industry would be adversely 

affected by the proposal to eliminate the present sales tax 

exemption on machinery and equipment used in manufacturing. 

The trend is that printing industry firms are requiring 

increasingly greater assets to produce a given dollar of 

sales. If these job-producing assets of production are 

taxed, it will eventually affect the unit cost of the product. 

Since adjoining States enjoy a manufacturing exemption, such 

action would place the printing industry in New Jersey at a 

competitive disadvantage. 

It is the proposal to eliminate the exemption on 

advertising material which represents the most immediate 

problem to our industry. Printing is an important part of 

the total manufacturing of New Jersey. It is exceedingly 

competitive and a highly-mobile industry. As a result of 

new printing technology, the product can be produced in 

plants quite distant from the customer and thus will not find 

its way to New Jersey. Composition, for exampleo can already 

be produced in Tennessee or other parts of the country at a 
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compet~tive price with New Jersey. 

The buyer of advertising printing considers this a 

cost of selling his product and consistent with qualityo 

service and delivery will buy from the printer with the 

lowest price. 

Commercial printers from northern and ~uthern New Jersey 

warn us that a five per cent tax on advertising printing will 

result in the immediate flight of printing business from 

New Jersey to adjoining States. In fact several major buyers 

have put the industry on notice that they would be compelled 

to take such action. 

The impact of this tax will be instantaneousu forcing 

business out of the State and companies to relocate their 

plants elsewherev Not only would this affect the anticipated 

tax revenue downward, but it would cause unemployment in an 

industry whose payroll contribution is high. 

Skilled labor would be quicklY accommodated in adjoining 

States and a large number of unskilled binderyu handling and 

delivery employees would lose their jobs. 

We feel that the anticipated tax revenue would fall 

short on two counts. 

First, according to the u.s. Department of Commerce 

ratio figures, advertising printing accounts for 30% of all 

commercial printing. Applying this to the $367 million repre­

sented by New Jersey commercial printingu we arrive at a figure 

of $110 million for advertising printing alone. The 5% sales 

tax on this would produce $5.5 milliono not $10.7 million as 

earlier reported. 
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Second and more importanto whatever figure the 5% tax 

is applied too the effect would be to drive business out of 

the Staten thereby diminishing the base from which the tax is 

derived. Thereforeu for much less money than calculated 8 

the exp.ansion of an important manufacturing industry would 

be jeopardized and the security of its employees seriously 

threatened. 

We suggestu therefore, that the Assembly's action on 

this proposal would be self-defeating and a broader tax base 

for the necessary revenue should be soughta 

Thank you very much for hearing our statement. 

ASSEMBLYMAN DeKORTE: Thank you, sir. Are there any 

questions? 

ASSEMBLYMAN DORGAN: I have a question& 

I think most of the printers have gotten across the 

same two points to us. One is the objection as to equipment 

and the second one is on the advertising matter. What are 

we talking about in advertising matter? Is it direct mailing 

as opposed to newspapers and magazines? Is this the objection? 

I think you said that 30 per cent of your commercial printing 

was in t.he advertising matter a Are you talking about junk mail, 

shoppers, that type of thing? 

MR. MUIR: We are talking about catalogs, sales price 

lists, point of purchasing advertisingo sales pamphlets, hand 

bills. That is grouped in that areae 

ASSEMBLYMAN DORGAN: 

a hand bill? 

Wellu is a .. shopper" considered 

MR. MUIR: That's right, the same as explained to you 
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by the retailers. 

ASSEMBLYMAN DORGAN: Do you people have any figures 

with the proportion of money that would be derived from 

taxing newspapers and magazines as compared to this advertising 

matter? 

MR. MUIR: At the moment I am not prepared to give you 

those figurese I wouldn 1 t have them. 

ASSEMBLYMAN DORGAN: We have been told it is unfair 

and that it is discriminating not taxing newspapers and 

magazines. I am trying to find out from somebody the per­

centage of revenue the printers get from these different 

categories. 

MR. MUIR: Well, I can give you an estimateu as I 

just dido of approximately $110 million in this type of adver­

tising being produced in the State of New Jersey. A five 

per cent tax on that, of course, would be roughly $500. 

ASSEMBLYMAN DORGAN: Yes, but a lot of that is mailed 

out of the State too? 

MR. MUIR: There is no question about it. 

ASSEMBLYMAN DeKORTE : Thank you very much .. 

Gertrude Unsel, please. 

G E R T R U D E E. U N S E L : Mr. Chairman and 

Members of the Committee: Thank you for giving me this 

opportunity to express my opinion on this proposed increase 

in the sales tax. 

My name is Miss Gertrude E. Unsel of East Patersono 

Member of the East Paterson Homeowners Association and Member 

of the Board of Directors of the Federation of New Jersey 

Taxpayers. 
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, When the Sales Tax was first foisted upon the citizens of New Jersey 

we were told that this added revenue would be used for education and to help 

reduce property taxes. Since that time, the revenue from the Sales Tax has 

soared well over the $200 million mark. Conversely, education costs and 

school budgets have continued. to rise at an alarming rate and the promised 
• 

relief for property taxes has not materialized and property taxes have also 

risen at an alarming rate. 

During the 1965 gubernatorial campaign, Senator Wayne Dumont said 

during a panel discussion that New Jersey's not having a Sales Tax was "unfair" 

to Pennsylvania because the citizens of that State came over to New Jersey to 

do their shopping. I am sure Senator Dumont was not alone in this thought. It 

is disillusioning to note that New Jersey legislators elected by the people seem 

to be representing our neighboring States rather than their constituents. 

During this past Assembly campaign, Assemblyman William Crane told 

a radio audience that it was inflation that causes high taxes, that everything the 

State pu~chases has risen in price. 
\ 

The public is not being told the truth: high 

government spending causes high taxes which in turn causes inflation because 

producers of goods and services, when faced with increased taxes, simply pass 

the added cost along to the consumer in the price of goods. 
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In the face of the so-called fiscal crisis, our legislators have increased 

their own and the governor's salaries. This action defies reason. It is perhaps 

not too well known by the public that all expenses incurred by elected and appointed 

I 
officials in the conduct of their offices do not come out of salaries but are paid for 

by thE? taxpayers in addition to the salaries. In some cases, even housing and all 

living facilities as well as private transportation are provided for State officials 

at the expense of the taxpayers. 

In the face of the so-called fiscal crisis, new departments have been added 

so that we now have layer upon layer upon layer of government. The layers are 

so thick that the official at the top has no conception of what is going on at the 

bottom. Our financial status is becoming so complex that it will soon rival the 

tangled mess of the City of New York. We have had scandals in our Department . 
. !._ 

of Institutions and Agencies, notably Greystone. Still the rumors continue of the 

bad conditions therein. The only solution offered so far is more and more money. 

But the more money that is appropriated the worse conditions seem to get. 

Not only has the number of depart:Inents within State Government grown 

but the existing departments are fast becoming empires in themselves. The 

Department of Conservation and Economic Development, in the year ending 

June 30, 1968, expended $353, 513. in salaries alone. The amount recommended 

in the Governor's Message for the year ending June 30, 1970 was $427, 197 -
• 

a half million dollars in salaries alone for one department. The amount expended 

in salaries for the Department of Higher Education for the year ending June 30, 1968 

was $211,382. The amount recommended for the year ~nding June 30, 1970 was 

$557,273 -over a half million for salaries alone in another department• and double 
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the 1968 figure! 

In the Departinent of Transportation, total services other than personal 

amounted to $667, 164 for the year ending June 30, 1968. For the year ending 

June 30, 1970, the amormt recommended was $778, 565. In the same department, 

salaries for fiscal 1968 amounted to $2, 799, 902 and the amormt recommended for 

fiscal 1970 was $3, 265, 944 - a million-dollar increase for salaries alone! 

The Department of Community Affairs is one which could be easily eliminated. 

Its budget has increased a million dollars in the past year. The main function of 

this agency is interference with the democratic processes of local communities 

and its main interest is regional planning with the ultimate goal of regional 

government, a system totally alien to Americans. 

The Sales Tax should not be increased. It should be abolished as it is wholly 

ineffective and a failure. There should not be an Income Tax foisted upon us in 

its place. Instead the Legislature shoUld make an honest effort to shave the fat 

from State Government. A Government with only essential departinents, leaving 

all other services to the counties and municipalities would be far more beneficial 

to the citizens in the tax-saving resulting from a smaller State Government. 

Welfare should be left to the local governments who have better knowledge of the 

needs of their own people. 

The Federation of New Jersey Taxpayers has publicly annormced that it 

will work for the defeat of all Legislators or other candidates who espouse an 

\ 
increase in the Sales Tax and/ or the enactment of a State Income Tax. 

# # # 
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Since my prepared statement I have cbtalned a copy 

of the bill which I did not see beforeo and I would just 

like to mention a few points in that bill. 

Section 5 0 the tax on advertisingo is discriminatory~ 

It would tax direct mailo flyers, billboardso radio and 

TV commercials; it would even tax your advert.ising on the 

Trenton wastebaskets along the streets here. I would suggest 

it might even be an infringement of Article I of t.he Bill 

of Rights of the Uo s~ Constitutiono since advert.ising comes 

under the field of communication. I have a hard enough t.ime 

trying to get a sandwich here when I come to Trenton and 

now you propose to tax food and meals in restaurant.s. School 

children coming here to attend the session t.hus would have 

to pay a tax on their meals if they go int.o a rest.a.urant. 

You would tax aspirin o ant.i-acids and vitamins, tax hot.el 

rooms, laundry, dry cleaningo shoe repairing and shoe shiningo 

etc. 

In the past couple of years we saw 'bond issues 0 yes, 

taxesu no." We saw the lottery promoted as a solution to 

no more taxes6 I would say the bond issueu t.he nine hundred 

and ninety-nine million dollar bond issueo and the water bond 

issue contributed to this problem that you are now facingo 

because you don~ t have the money to pay for it. Q The people 

were led to believe they would not have to pay any more. 

You have asked several people hereu where would you cut? I 

would sayo start with your own and the Governor"s salary at 

the beginning. Cut the salaries of the Commissioners of 

the various departmentso including the State Commissioner of 
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Community Affairs and the Commissioner of Higher Education. 

Stop supplying homes and houses for these officials. In 

all this three hundred million that you need more, most of 

it in the list is said to be caused by rising costs. Well, 

a sales tax will help increase inflation further, so here 

we will have another round. 

I would also suggest that we pull out of the Tri­

state Transportation Committee under which we have to pay 

45 per cent of the cost, and listed in the budget for this 

past year is a quarter of a. million dollars; also regional 

planning for which we pay thirteen million dollars. I 

would suggest that you cut out the subsidies to railroads 

and other private industries which are in violation of our 

own Constitution, Article 8, Section III, paragraph 3, which 

says that no appropriation of money shall be made by the 

State to any society, association or corporation whatsoever. 

A higher sales tax will increase cost of goods and 

increase inflationo An inco:rre tax would also increase 

inflation because it will mean less money in the pay checks 

of the wor~ing people who will then ask for an increase in 

wageso Round and round she goes and where she stops only 

the bureaucrats will know. 

ASSEMBLYMAN DeKORTE: Thank you 0 Miss Unselo 

Are there any questions? LNo questions] 

Miss Unsel, some of the things you mentioned as being 

taxable under this bill will remain exempt. I think you 

were reading the exemption section, thinking it was the 

impositione 
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MISS UNSEL: No, it is the first part of the section 

on advertising, and under Medical it lists the exemptions 

and it is only medicine that is supplied by doctorso and 

aspirin is not prescribed by doctorso anti-acids or vitamins, 

and a multitude of drugs which people pick up every day at 

the drugstore. 

ASSEMBLYMAN DeKORTE: Didn't you mention food 

consumed by school children? 

MISS UNSEL: Food in restaurants. It says that 

in the beginning - food in restaurants, including drinks. 

ASSEMBLYMAN DeKORTE: No, only food sold for human 

consumption off the premises. 

MISS UNSEL: Welle right here it says, "Receipts 

from the sale of food and drink except alcoholic beverages.Q. 

in or by restaurants, taverns or other establishments." 

That is section (5) (c). 

ASSEMBLYMAN DeKORTE: If you look at Section 8 ~ I 

don"t want to take up the time of other people who are waiting, 

but if you look at Section 8, food is exempt except that sold 

for off premises consumption. 

MISS UNSEL: Well, if that contradicts the first part, 

I think you had better clear it up a little bit. I read that 

about five or six times~ and that's the impression I got. 

ASSEMBLYMAN DeKORTE: All right, I"ll tell our draftsmen. 

I'm sorry. 

ASSEMBLYMAN FIORE: I have just one questiono In regard 

to your question in regard to local government. Now if we put 

the burden on local governments regarding welfare, regarding 
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these spiraling costs in local government, do you feel that 

your property tax rate will go higher because of these costs 

going higher also, and don't you feel that in the budget of 

the State money has been given to the municipalities in other 

parts of the State - therefore, even trying to hold down the 

property taxes - for example, we had al' urban aid package 

which was at least 12 or 13 million dollars and in this, I 

believe, some of our larger cities received five million 

which would be 50 points on a tax rate. Now without this, 

these homeowners woul~ have had to bear an additional 50 

points. As was said before, our property tax rate, I believe, 

next to Massachusetts is the highest tax rate in the country. 

MISS UNSEL: That depends on where you live and what 

your welfare problems are. Each municipality can take care 

of its own welfare problems. I am sorry to say that in my own 

tow~ we have low welfare and anybody who is in need is taken 

care of very well. However, I object to our being forced to 

take care of other towns' needs. Each town should be able to 

take care of its own needso If it is not able to take care 

of its own needs, then something is corrupt in that city govern­

ment. 

'' I would also like to point out that the property ta~ is 

paid to the local government and the county, not the State, 

and anything the State gives us costs us that much more. 

ASSEMBLYMAN DEKORTE: Thank you, Miss Unsel. 

John J. Owens, please~ 
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J 0 H N 0 WE N S: Thank you for the 

~riYilege of addressing you this morning. 

My name is John J. Owens. I am Executive Vice 

President of Clark-Q'Neillu Inc.u a mail marketing firm 

headquartered in Fairviewo New Jersey. Tijis morning I am 

appearing as President and principal spokesman of the 

"New Jersey Mail Users Committee." I am accompanied by other 

representatives ?f the New Jersey Direct Mail Industry 9 

both users and producers - in particular. Mr. Robert Atkins, 

President of Fisher-Stevens in Clifton. a producer; Howard 

Levenberg, Manager of Marketing Operations in Passaic. a 

popular club plan in Passaic, a user; William Kuipersu 

Treasurer o Haybrand',. Patersono New Jersey, a user and 
Hv' 

alongside of me; and John E. Sharp, Advertising Director of 

Ednor Scientific Company of Barrington. New Jersey, a user. 

and Ralph Cox, Executive Vice President of the Hibbert Company 

here in Trenton, a producer. 

The Direct Mail Advertising Industry ~ the nation"s 

third largest advertising medium - with an annual revenue of 

$2.8 billion is made up of both large and small companies 

who use the mails as a marketing tool to deliver their sales 

messages. 

Here in New Jersey our industry consists of approx-

imately 350 firms, ranging in size from a small family-

operated business to large companies •.. 'One of .which employs 

approximately 2,000 people. We estimate. a mailing industry 

onlyj> a total payroLl. in .L. '"' Jersey of almost $75 million a 
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Add to this the very significant payrolls of the 

companies whose existence depends on the services provided by 

our industry and you have some concept of the importance 

of the Direct Mail Industry in New Jerseyo 

Being businessmen who live and work in New Jersey, we 

recognize the need for additional tax revenue. While we are 

not against the proposed increase in sales tax, we do question 

the double discrimination that seems to be applied against us 

with the proposed removal of two key exemptions: for advertising 

services, and for commercial advertising. 

We came here to learn, and hopefully the State Assembly 

Tax Committee can learn too, not only from our testimony but 

also from the experience of our neighbor State, New Yorko 

whose early shortsightedness has eroded the ranks of printers 

and mailers in that State. Indeed, New Jersey has, to say the 

least, benefited immeasurably from their actions. 

Time did not allow us to prepare a full list of these 

firms, but a few of the more prominent ones which have re­

located here in New Jersey are: Pronto Addressing Company, 

Coupon Service, Inc., Franklyn-Rapid, Clark-O'Neill, Fisher­

Stevens Service, Inc., McGraw- Hill. Mailing Services of 

Pennsauken. These seven new firms currently provide more than 

3,000 jobs. Clark-0 'Neill,· the company I have represented 

for 25 years, employed 600 of those jobs. 

In addition to these firms who have already moved to 

New Jersey, many other sizable firms in our industry are 

presently contemplating a similar move because of the past 

receptive business climate in New Jersey. Obviously, they 
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are now reconsidering to see if the climate is still 

conducive. Certainly this is a lesson we can learn from! 

There is yet another consideration. The human factor. 

over 50 per cent of those employed in our industry are from 

minority groupso While we are a skilled industry 8 you should 

also realize that our members offer employment to the so-called 

hard-core unemployables from the economically depressed areas 

throughout the State. The only requirement for employment in 

Direct Mail companies is a willingness to work. We do not, 

as a matter of fact, require a formal education. We do not 

require previous work experience, and we need both men and 

women. 

Advancement is made within our companies. Foremen 

and managers are chosen from the ranks. These companies hire 

people who are not skilled and teach them to be machine 

operators, mechanics, mail clerks, printers, key punch 

operators, computer operators, etc. 

This is not an industry with a high profit margin. 

~fo can mean the difference between a 
profit and a loss. 

5% can mean the difference between an 
order being placed with a New Jersey company 
or a company in another state. 

and 5% can mean the difference between 
employment and welfare for many citizens of 
New Jersey. 

We described our industry so you might have a better 

idea of its makeup, for though we may not be as large or as 

visible as a series of giant manufacturing firms, we do 

represent a large number of small firms, each of whom makes 

substantial economic contributions. Not only does our total 
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payroll contribute importantly to the economy of its 

immediate area, the sales which are generated from our 

efforts help greatly to improve the economy of New Jersey. 

If the present exemption for advertising were to be pre­

cipitously disturbed, the long-term consequence could be 

serious indeed. 

Further, the addition of paragraph 5, Section 3, of 

the proposed tax is clearly discriminatory. Not only does 

it give neighboring States an advantage over New Jersey, but 

offers other advertising media important competitive edges. 

Obviously, when advertisers study their budgets they 

will see that when using media other than newspapers or 

magazines, they will have to pay the 5% tax. These advertisers, 

our customers, will quite naturally turn to other media when 

they allocate their dollars. They will also, I'm afraid, 

turn to printers and mailers in neighboring States • 

Placed in this light, is it any wonder then why this 

proposed amendment is so unfairly discriminatory? Gentlemen, 

if you think the political wars are rough, you should engage 

in the day-to-day battle between advertising media. Five per 

cent is a very wide margin indeed. 

Though we all want to look ahead in a progressive manner, 

l~'s ~use t~ r€flect on the wisdom o£ those legislators.who 

framed t.he:original ~xemptions for "advertising services" 

and "commercial advertising." Clearly they realized the 

enormous benefits that accrue to New Jersey because of 

these exemptions. 

We only hope you will also understand the harm that 
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you could cause were you to disturb that important asset--

a healthy and viable advertising industry. 

In conclusion, speaking for the New Jersey Mail 

Users Committee, we do not believe it is in the best long-

term interest of the State to remove the present exemptions 

for "commercial advertising" or "advertising serviceso" 

We thank you for your attention this morning and now 

would be glad to answer any questions you might have. 

However, Mr. Kuipers is a user of the mails and I think he·· 

has something important that he could add to this. 

WILLIAM K U I P E R S: My name is Bill 

Kuipers, I am Secretary-Treasurer of the Hayban Company 

in Paterson, New Jersey. Our firm was born in Paterson 

some 45 years ago, has grown and matured in Paterson, 

selling men's neckwear and other items of men's clothing 

by mail. We are a pure direct mail company, advertising 

by mail, receiving our orders by mail, and shipping our 

orders by mail. 

As native pure-bred New Jerseyites, we are here to 

express our concern about the proposed removal of the sales 

tax exemption on advertising material. The financial 

dilemma facing you and the Governor is evidence that some-

thing must be done, but what is done must be in the best 

interests of the taxpayer, the businesses calling New Jersey 

home, and the State. 

The Governor himself has stated that these changes 

in the long run will not solve all of the State's fiscal 

problems. If he is right, why single out the users of 
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printed advertising and severely hamper their operations 

and penalize them for doing business in the State. We 

submit that the proposed legislation is not in the best 

interest of all of the parties concerned. Here are the 

reasons: First, the New Jersey printersu as you have 

heard, will be severely and painfully penalized because 

our company and many other mail order firms will be 

forced to solicit bids from and to have work performed 

by out=of-state mailing houses. A mail order business 

can function in absolutely any State in the Union with 

equal mailing costs. Advertising postage rates are the 

same wherever the ad is mailed from, whether the ad is 

going to Pasadena or Passaic, from New Hampshire, Nevada, 

or Mississippi. 

Approximately 20 States do not tax advertising 

printing currently. Specifically, New Hampshire and 

Pennsylvania do not tax advertising printing. Mailing 

departments can be moved without disrupting entire 

operations - simply transfer the mailing jobs and the 

printing sources to out-of-State. Any move of this type 

penalizes New Jersey printers, the employment of these 

printers and thus the sales and income tax collections 

of the State. 

Second, the proposed legislation is clearly dis-

criminatory to the direct mail advertising industry. 

SENATOR DEL TUFO: Pardon me, Mr. Chairman. I 

don't think it's fair where one man lists himself and then 

has other speakers here. It's not fair to the other speakers. 
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ASSEMBLYMAN DeKORTE: 

are you going to be? 

Mr" Kuiperso how much longer 

MR. KUIPERS: I 1 m about half -way through. As much 

as I've said, I have that much more to say. 

ASSEMBLYMAN DeKORTE: Incidentallyo who told you to 

tag along with Mr. Owens. 

MR. KUIPERS: The gentleman at t.he roster here. Mr. 

Daly and I asked him if I should list my name separately~ 

and he said, no, that when Mr. Owens came up -

MR. VENERI: Mr. Chairman, I have sat here quite 

patiently. I understand I am the next witness. A week 

ago by telephone I was told I could offer testimony here 

and what time would I like to be here -how about 10:30~ 

I was askedo I said, no, I might not be able to make it. 

Make it 12. I got here at 10:30. I just want to make 

the point the Senator made about three or four crashing 

in. If someone told me tomorrow, I would be here tomorrow, 

but I think it is unfair. 

ASSEMBLYMAN DeKORTE: I think you are quite right. 

"' will ask you to conclude in two minuteso please. 

MR. KUIPERS: Our small company employs over 250 

men, women and students, of whom 150 represent our mailing 

department and are essentially unskilled people~ As we 

understand the bill, competitive media such as newspaper 

ads and magazine ads will continue to be tax exempt. 

This appears to us to be grossly unfair. There are many 

more jobs involved per dollar of advertising in mail order 

than in these other media. A mail order house needs many 
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more employees to get out a mailing of its own than to 

put an ad in the paper. Hence, many more New Jersey jobs 

are threatened by the legislation. 

A fair question would be, why continue with direct 

mail if space advertising does the same job.-with less 

people~ The answer, gentlemen, is that sales results 

are clearly superior with direct mail than with magazine 

and newspaper advertising in our business. 

We thank you very much for the opportunity to speak 

to you. We feel very strongly that elimination of the 

exemption on advertising materials will result in higher 

prices and damage to New Jersey printers. 

ASSEMBLYMAN DeKORTE: Thank you. Are there any 

questions? 

SENATOR CRABIEL: Sir, do I understand that you 

are only objecting to the sales tax and the cost of 

preparing your advertising. The product~ sell, if you 

sell it in New Jersey, is taxable, isn•t it? 

MR. KUIPERS: Our specific product is not, sir. 

We do not object to the increase in the sales tax but 

only to the sales tax exemption on advertising materials. 

SENATOR CRABIEL: The only thing you are talking 

about is the sales tax on the printing material and the 

direct mailing. Is that correct? 

MR. KUIPERS: That is correct. 

SENATOR CRABIEL: What percentage of the cost of 

doing business in your company would that be. 

MR. KUIPERS: In our company, advertising expense 

accounts for approximately 25 per cent of the sales dollar. 
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SENATOR CRABIEL: Advertising expense -now that's 

not the printing of the advertising, is it? 

MR. KUIPERS: No, that is the total advertising 

expensea If I extract from that figure, advertising 

postage which is not taxable, it leaves in the neighbor­

hood of seventeen to eighteen per cent of our total sales 

dollars that would be taxable under this billo 

SENATOR CRABIEL: So if you put a five per cent 

sales tax on and you 6 ve got eighteen per cent, that add:s 

a little less than 1 per cent to your total coste 

MR. KUIPERS: Of our sales, that's rightu and in 

our business, a small business, approximately 10 million 

dollars a year, that means $75,000 per year from zero to 

zero. 

ASSEMBLYMAN DeKORTE: Thank you. 

Mr .. Veneri .. 

M A U R I C E M. V E N E R I: Mr o Chairman, 

at the outset let me thank you for this opportunity to 

appear before you. 

ASSEMBLYMAN DeKORTE: At the outset, let me apologize 

to you for the delay in your appearance. I hope that all 

the other witnesses who are still waiting are equally as 

good sports. Go ahead. 

MRe VENERI :. , My name is Maurice M. Veneri, President 

of the New Jersey Industrial Union Council AFL-cio. 

Mr. Chairman and members of the NoJ. Legislature, on 

behalf of the l30,members of the New Jersey Industrial Union 
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Council, men and women who work in the factories and the mills of 

this state, I wish to register our unalterable opposition to the 5% 

sales tax or any increase in the sales tax as it exists today. At 

this very moment, tf!tns of thousands of our members are siqninq pet­

itions in the plants and in the communities in opposition to this new 

tax burden because of its uttet unfairness and because they just 

cannot sustain any further erosion of their income, at this time. 

We resent the Governor's headlong rush to add another ~ 

to this tax because it appears to us that he is taking the easy way 

out and refusing to tackle the basic problems facing our families 

in New Jersey. This problem revolves around the inability of working 

people to cope with sky-rocketing living costs today and the 

additional tax burden at all levels of government • 

Latest figures released by the u. s. Bureau of Labor 

Statistics show that the cost of living in our state has gone up 

6.9% in the pest year. This is the equivalent of a wage cut of 22¢ 

an hour or almost $9 a week. On top of this, our m9mbers have been 

saddled with a 10% surtax, additional social security taxes, im­

possibly high municipal and property taxes, and Interest and mortgage 

rates which are now approaching 10%. On top of this, we find Blue 

Cross rates are in the proc~ss of being raised over 50% in one 

year, and automobile insurance will definitely be raised with no 

relief in sight. 

In proposing to add to this crushing burden the imposition 

of the 5% sales tax, the Governor is demanding that those least able 

to make ends meet, bear the burden of the financial difficulties of 

our S:ate. This is regressive taxation of the worse sort. 'rhis means 
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that the average member of our unions, who earns $6,500 a year will 

be forced to pay the same rate of taxes as his employer, who may be 

making $65,000 or $600,000 per annum. This method adopts the same 

philosophy as the iniquitous surtax which was designed to cope with 

inflation by placing the major burden of the coat of the Vie·t Nam 

war on people who were already suffering under its excessively in­

flationary effects. 

On Monday, January 5, 1970, the u. s. Department of Labor 

issued their official estimates of what income a family of four (4) 

living in Northeastern New Jersey in the spring of 1969 needed to get 

along. The government tells us that a moderate budget for a family 

of four (4) requires an income of $11,236. As we run down each 

item, we find that it is indeed a modest budget. For example, 

$2,540 is allocated for food, or $50 a week: $2,700 is allocated fmr 

housing or $225 a month: $855 for transportation, which would have 

to include the cost of the car, the insurance, the maintenance, gas 

license fees, etc., $1,158 for clothing and personal care, $600 for 

medical care, $636 for other family consumption, such as furniture 

and household items, $1,703 for personal income tax, and $944 for 

gifts, contributions, personal life insurance, occupational expenses, 

and Social Security costs. 

Speaking for myself, I know that we can't get along on 

$50.00 a week for food, I know that transportation expenses are way 

beyond $855 a year, and I· notice that the budget makes no provision 

for the cost of sending our children to college. This is a goal of 

thousands of our union members, that their children have the oppor­

tunity for a higher education and a decent job for the future. 
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In summary, the $11,000 budget is certainly something that 

all our members should be able to enjoy. The fact is, however, that 

our members earn on the average $5,000 a year less than this 

$11,200 budget figure. The fact is that even where another member 

of their family is working, many of our members don't come near this 

figure, and the fact is that tens of thousands of the workers who are 

employed in our plants have young children and their wives cannot work. 

They mus~ go deeply into debt in order to try to make up the failure 

of their earning power to meet today's requirements~ Rather than 

saddle the hundreds of thousands of working people in New Jersey with 

another tax burden they cannot withstand, we feel that this legisla­

ture and the Governor should call together a tax convention rep­

resenting all segments of our society for the purpose of obtaining 

the necessary income which our state and its escalating needs 

require. 

Such a tax convention should once and for · all resolve to 

put aside political considerations and maneuvering and get to the 

source of the problem. 

Such a convention should act to eliminate 

the sales tax altogether. Such a convention should consider the 

possibilitjes of an income tax which would exempt families who do 

not meet the $11,200 moderate budget standard, and be graduated in 

such a manner that the very wealthiest will pay their appropriate 

share of making New Jersey a viable state. 

In addition, we believe that our Governor, who has rapport 

with the Nixon Administration and who is a skilled legislator .. 
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himself, should give leadership in fighting for a federal program 

which will return to New Jersey an equitable share of the federal 

taxes which our citizens pay annually to the federal government. 

This is the only way that our state and others will be able to meet 

th~ challen~e of the !70's which will require in our state, stagger­

ing amounts for education, for welfare, for control of air and water 

pollution, for an up-dated transit system, for job training, and 

for the rebuilding of our cities. 

Certainly, when we review these pressing needs, we can see 

how unfair it is for the leader of our state to turn to the sales 

tax and those least able to pay, and say to them, it is on your 

shoulders that these burdens must be carried. The truth is that 

the 5% sales tax will not do the trick, and will have to be added 

to piece meal in the future. We are starting a new decade and in 

meeting the challenge of the seventies, we of the IUC ask you to 

make a thorough study of the tax pic~re, to level taxes fairly and 

equitably, and to make certain that the federal government reorders 

its priorities so that our needs become theirs. 

That concludes my prepared statement, Mr. Chairman, and 

if you have any questions that I might be able to answer, I will 

be very happy to do so. 

SENATOR DEL TUFO: Mr. Veneri, on the first page of you 

statement you say the interest rate is reaching 10 per cent. The 

legal rate in New Jersey is 8 per cent. Well, I'll make it 7-1/2. 

MR. VENERI: What I'm saying, Senator, is that it is 

slowly approaching that. It will get there. Someone has to stop 
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somebodyo because we are hearing right now much of this 

because we happen to have well over 90 0 000 workers on 

strike in GoEo 

Before closingo one other thing: We are finding 

out some things we didn°t know until a week or two agoo 

and what we are sayring is that slowly but surely we will 

get to that 10 per cent figure if something isn't done 

to take care of the poor people not only in this State but 

in this entire nationo 

SENATOR DEL TUFO: Mro Venerio I think you heard 

me ask Joel Jacobson the question where I said t.hat 

Paul Steelman who represents industry - in his very good 

statement mentioned there ought to be off-track betting 

in New Jerseyo How does your Union feel about that? 

MRo VENERI~ Wello franklyo I cannot give you the 

expression of the membership. We didn°t take any of this 

up on the Executive Board at the Conventiono What I have 

said here todayo we did. I am not that familiar with it 

but if it will bring revenue, Senator Del Tufou if it will 

do something fine, I wouldn°t care if they extended the 

racing dates or if they charged more. If people want to 

gamble o if they want. to go to the track o that's their 

business. That means they can afford it. and let&s get 

some money for that as long as it 0 s toward a good purposea 

• 

You know. I read this business in the New York Times -

I believe it's the issue of January 5th- where it talks 

about a fellow working for a friend of his and making $10.800 

a yearo He saido "I get an increase every year and I just 
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never find myself ahead • 

name is Glenn R. Cropsy. 

It's quite an article. The 

The man he works for is the 

Chase Manhattan Bank. You know they are crying also. He's 

not a member of my Union but they are crying too. 

Some people want to know about the question of t.he 

income tax, and I don't know. I don't have all the answers. 

SENATOR DEL TUFO: I got my answer. 

MR. VENERI: I just wanted to say this for the benefit 

of other people. I have heard some people here t.alk about 

how terrible income taxes are. We Union people want. to do 

our share; we want to pay our taxes; we know that we can 

at least have it taken out of our pay checku and it's a 

wonderful system. In fact, if we are going to have any 

kind of tax at all, I think it should be a graduated income 

tax. I think it's the fairest system of taxation ever 

devised anywhere in this world. You know u we t.alk abo'lt 

getting some money from the federal government to help 

the State and to help our cities that are in s~ch bad need 

of funds. One way to do it is let's have the income tax 

if we have to have any. And I'm being consistent, because 

several years ago my Union was opposed to any kind of sales 

tax but would at that time have supported an income tax. 

And I am quite certain that after the Tax Convention, if it 

is the feeling that we do need this money, honestly need it, 

then we'll pay our fair share but I think it should be done 

on a graduated basis, and people who are listed as being 

poor people should not be made to pay any of these taxes. 

I think it's a damn shame when people who are collecting 
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welfare checks go to a store and buy something and have 

to pay taxa I think something ought to be done about it. 

I think if we are such a wonderful country and the richest 

country, and I know that we areu I believe we ought to do 

something about the poor people. And we have an opportunity 

right here in the State to get it started. As far as I 1 rn 

concerned, I am not too interested in what they are doing 

in other States. I feel that it is we who are trying to 

get money that we needo and as long as we need it, we•11 

pay our share. But let•s have a tax convention and let•s 

get all kinds of people from all walks of life represented 

at that convention, and then let•s see what we need. 

ASSEMBLYMAN DeKORTE: Assemblyman Fiore. 

ASSEMBLYMAN FIORE: Mr. Veneri, I see here, according 

to the u.s. Department of Labor, that in Northeastern 

New Jersey for a family of four $11,236 is a moderate income 

and then, of course, you break it down. 

I also see on the next page you ask for a convention 

regarding an income tax which would exempt families who do not 

meet the $11,200 moderate budget standard. Now from the 

information that carne from the u.s. Department of Labor, do 

you feel in this situation that the nortneastern part of 

New Jersey or the northern counties would be paying a greater 

share of taxes to the State, because apparently the income 

in this particular area is moderate at $11,236 because of the 

high cost of living in this area. It may be because it is 

close to New York - I don•t know. But do you feel that 

these people then, regarding an income tax, will be 
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discriminated against, because maybe in other parts of the 

State $11,236 may not be moderate for a family of four. 

MR. VENERI: Our national structure of taxes is 

based on that ability to pay. If you earn more money than 

I do, you pay more. Yesu Northeastern New Jersey is con-

sidered in the same category as New York City. They would 

probably be paying a little more, but you seeu Mr. Assemblyman, 

the point is you are making it~ As I sit here and you sit 

there, I can say that to enact an income tax takes more money 

out of my own pocket, but with the thousands of people that 

I represent, they would pay no tax, and if I had to pay an 

extra dollar or two, I'd rather do that. and see the poor 

people who can't afford it, you know, get by without having 

to pay it. That's my point. 

ASSEMBLYMAN FIORE: One other question, Mr. Veneri. 

In regard to the taxing of machinery, etc., do you feel 

as a Labor man taxing these items would create a chaos in 

jobs and also in expansion and maybe in location of industries 

in this State? 

MR. VENERI: Well, frankly, Mr. Assembly~ne on that 

question I have no figures or data, but I do know that when 

we were opposing this surtax businessu and I am using it as 

a comparison on a federal basis, I can remember our President 

campaigning and a couple of things he was going to do - he was 

going to take care of the oil depletion allowance, and get rid 

of the surtax, and unless some of us fight like we have been 
have 

fighting we will/a surtax for the next 10 years, although it's 

supposed to expire. Also on equipment and machinery, I believe 

it was a 7 or B per cent allowance - I don't know, but I do know 
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this, that when the year ends, the people I represent 

and the people I am speaking of, they have no money, they 

just got by - Westinghouse, General Motors, General Electric, 

they didn't just get by: they had millions left over. 

Thank you. 

ASSEMBLYMAN DeKORTE: Is there anything further? 

Thank you, Mr. Veneri, for coming in • 

Ruth Glick. Is Ruth Glick still with us? (No response) 

I will call Leonard Ruppert. 

L E 0 N HARD H. R U P P E R T: Chairman DeKorte, 

members of the Assembly Committee on Taxation, and the Senate 

members present: My name is Leonard H. Ruppert. I am Executive 

Director of the New Jersey Petroleum Council, an organization 

representing both major'and smaller oil companies doing business 

within New Jersey, with offices at 1305 Parkside Avenue, Trenton, 

First, I would like to thank the Committee on behalf of 

the Council for this opportunity to offer comment concerning 

proposed Assembly Bill 416. Our principal concern today is 

not with those provisions of the bill which would increase 

the sales tax rate from three to five per cent, but with the 

amendment on page 9 deleting subsection (m) (1) of Section 8 

of the existing Act. 

This subsection - commonly known as the "manufacturing 

exemption" - now exempts from the tax "Sales of machinery, 

apparatus or equipment for use or consumption directly and 

primarily in the production of tangible personal property 

by manufacturing, processing, assembling or refining." 

Frankly, the decision to delete this exemption caught 
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our own industry by surprise. Earlier discussions of 

removing sales tax exemptions had indicated that those 

exemptions removed would cover non-essential or "luxury" 

items. In our own case, the exemption now provided for 

machinery and equipment used in refining falls entirely· 

in a different category. 

It is important, we think, to consider why this 

particular exemption was included in the law originally. 

Those familiar with its history are aware that the machinery 

and equipment exemptjon became a part of the existing statute 

only after careful review, and for a definite reason. This 

reason, in essence, was that the New Jersey economy had an 

urgent and continuing need to attract new and expanded industry 

if the State was to have the jobs and economic strength vital 

to its future progress. The Legislature at that time recog­

nized that without a sound and growing business foundation, 

essential government programs could not be adequately financed 

and the State•s citizens could not enjoy the benefits derived 

from an improved rate of economic development. Taken i.nto 

consideration was the fact that other major industrial states 

provided similar exemptions. If New Jersey was to remain 

competitive with those States, it must not put up additional 

barriers to expansion of existing plants and to attraction of 

new facilities. 

During the few years since the sales tax became effective, 

these reasons have not changed. If anything, in view of today•s 

economic conditions, they are even more important than previously. 

Consider for a moment the decision facing a major man~-· 
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facturing company which desires to locate or expand a plant 

in the New York-New Jersey-Philadelphia metropolitan areas -

these being major markets. Such a company has a choice of 

New York, Pennsylvania, New Jersey or Delaware~ all of which 

have good manpower supply and essential transportation and 

port facilities$ Not one of these States presently imposes 

a sales tax on machinery or equipment used primarily for 

manufacturing or, in our case, refining operations. All are 

competing actively to attract new business investments and 

to retain their existing businesses. New York, for one, 

recognized its need for these investments by acting only last 

year to offer a special one per cent credit against its 

corporate-franchise tax in an attempt to increase its 

attractiveness. Other States have considered similar 

incentives. 

New Jersey, on the other hand, already has high costs 

of doing business and also imposes a business personal 

property tax. If it now took the action proposed by Assembly 

Bill 416, which would tax you substantially for the privilege 

of locating your plant here or for adding machinery or equip­

ment at an existing location, which state would you, as a 

manufacturer, be inclined to choose? Chances are good that 

it would not be New Jersey. all other things being equal. 

It should not be implied from our testimony that we in 

the petroleum industry do not recognize that New Jersey has 

a need for new tax revenues, or that we are opposing the 

proposed increase in the rate, or that we are not at the 

present time paying substantial sums in sales taxes. 
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On the latter point, I can assure you that the petroleum 

industry and its various segments already pay millions of 

dollars in sales taxs in addition to other taxes. The 

machinery exemption we cite is actually a narrow exe~ption 

designed to prevent pyramiding costs in the production 

process. In all other areas - at our bulk plants, manu­

facturing and retail outlets - we pay the tax on purchases 

as does everyone else. All office and administration items, 

ranging from stationery to desk chairs to calculators, data 

processing machines, etc., are taxable" So is a long list 

of necessary maintenance items, such as great amounts of 

pipes and fittings, switches, lumber, air conditioners, 

concrete blocks, bricks and cement and many, many otherso 

And so are dozens of warehouse and distribution purchases 

and equipment-supply purchases, including major items such 

as lift trucks, cranes, weighing and measuring devices, 

tractors, trailers, bins and tanks, to mention only a few-­

service station pumps. 

We are not asking that this situation be changed. 

The rate :increase itself will constitute a two-thirds 

increase in cost, and I can assure you that we are talking 

here of large sums of money. But we willingly accept the 

fact that industry must pay its fair share of government 

expense and we certainly do not object to paying ours. 

At the same time we do not believe that removal of 

the machinery and equipment exemption is in the best interest 

of the State's economy. We say to you in utmost sincerity 

that this is an action that would discourage economic 



growth by persuading new employers to locate elsewhere. 

It would penalize expansion and modernization by existing 

employers, We are not "crying wolf" in saying that it would 

result in fewer new job opportunities at a time they are 

certain to be needed. The facts of economic life today are 

that the plants we would never see built and the jobs we 

would never see created would be numerous. 

With regard to our own industry, a feature of the 

proposed legislatiop that would be especially unfair and 

burdensome to us is that producers of petroleum products 

would be placed at a clear competitive disadvantage with 

producers of other fuels. It should be noted that Section 

8 (m) (2) of the existing law would remain intact. This 

section exempts sales of machinery and equipment used to 

produce and distribute gas, electricityq steam and water. 

Thus the amendment deleting section (m) (l) hits our 

refining industry unfairly in that machinery and equipment 

used to produce petroleum fuels would now be subject to 

tax, but similar material used to produce competitive fuels 

would remain exempt. This, we submit, would be discrimination. 

The fact that these are directly competitive areas and 

the desirability of not discriminating between them is wisely 

recognized in Section 8 (g) where the sales of "gas, water, 

steam, fuel, electricity," to consumers are all exempted. 

So that there is no misunderstandingu let me say that we 

believe this exemptionu as well as the exemption under 

Section 8 (m) (2), cover essential items which should remain 

exempted. We also believe that there should be no discrimina­

tion between petroleum fuel and the production of other fuels 
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which are in direct competition. All should have equal 

exemption, with the balance not being upset by adding 

substantial costs to one fuel at the manufacturing levele 

These costs undoubtedly would be reflected in the market­

place to our and the public's disadvantage. 

To summarize, we of the petroleum industry respectfully 

request that this committee in its deliberations carefully 

consider the following points: 

l. Deletion of the present exemption for machinery 

and equipment used in manufacturing would have a decidedly 

harmful effect on New Jersey•s economic development, retarding 

industrial growth and slowing the creation of job opportunities. 

2. Taxing petroleum products at the manufacturing level 

would discriminate between competing fuels. 

3. Before taxing necessities, all attempts should 

be exhausted to first tax non-essential or luxury items. 

I know it•s been a long day for you. Thank you for 

your kind attention. 

ASSEMBLYMAN DeKORTE: 

questions? [No questions] 

Al N. Lehman. 

A L N. L E H M A N: 

Thank you very much. Any 

Mr. Chairman and members 

of the Committee: It has been a long day but, believe 

me, I really appreciate the opportunity to be here. I 

had the privilege of listening to Dr. Norman Vincent Peale 

about two weeks ago in Miami and the whole thrust of his 

sermon that morning was 11 Thank God, people have problems, .. 

because if they didn•t have any problems they couldn•t 

activate their mind toward solving them; if they didn•t have 
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any problems they would be six feet under, so maybe we 

can go ahead and try to offer a few solutions in solving 

them. 

My name is Al N. Lehman and I am the Executive Vice 

President of the New Jersey Automobile Dealers Association. 

Our membership represents approximately 800 of the franchised 

retail automobile dealers in the State of New Jersey. And, 

incidentally, those dealers employ approximately 28,000 

New Jersey citizens. 

We well realize that the subject of taxation is a 

very unpopular one. In terms of New Jersey sales tax 

revenue, the retail automobile dealer is the largest single 

collector of these moneys for the State. While the sales 

tax is not paid directly from the dealer's pocket, it should 

be pointed out that the automobile is already heavily taxed 

by the Federal Government through an excise tax and, at the 

State level, through a sales tax, registration fees, and 

license fees - and the cost of the product, gentlemen, 

drastically affects sales. 

All of this adds up to an additional $200 to $300, or 

even more, in the purchase of a new automobile to the 

consumer at the present rates. Our statistics show that 

the average new car retailed is approximately $3,300, so 

if 2 per cent were added to the existing sales tax, you 

are talking about an additional charge to the consumer of 

approximately $66. This amount, added to the figure 

previously stated, often may be enough to be a deciding 

factor as to whether the cDnsumer will purchase a new 
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automobile or decide to wait. 

If the sales tax were to be increased, we are 

sure that our members• sales would be adversely affected, 

while their responsibilities as agents for the State in 

collecting this tax would be increaseda 

On the other hand, we believe our membership does 

recognize a higher responsibility, as New Jersey businessmen 

and residents, to the over-all public obligation of State 

government. We know it costs money to provide the manifold 

services expected of progressive governmento and, in addition, 

to support our schools, build our highways, colleges and 

institutions. As businessmen and citizens, we can only 

hope that these services are performed in the most efficient 

manner possible, thus avoiding unnecessary taxation. 

If, in the opinion of the Governor, his fiscal advisors, 

the members of this Committee and the Legislature, there is 

no way to avoid a budget deficit in the next fiscal year, 

which we understand will be in the neighborhood of approx­

imately three hundred million dollars, then our Association 

membership will assume their responsibilities and are pre­

pared to support the Governor and his administration in 

implementing the collection of this additional sales tax 

burden. 

Before we offer this support, howevero we understand 

there are continuing legislative discussions concerning 

basic tax reforms. Is an increase in the sales tax rate 

the most equitable method to raise needed funds? For 

example, Senate Bill 452 is only one measure already introduced. 
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and there are many others mentioned today which calls 

for an immediate comprehensive review of the State's 

broad tax system~ We would urge the Legislature to 

explore this avenue carefully before adoption of any new 

sources of revenue - in fairness to all New Jersey citizens. 

If there is in fact a legitimate need for an increase 

in the sales tax rate, there are several areas of concern 

which the membership of our Association would bring to the 

attention of this Committee: 

First, the sales tax law as originally enacted in 

1966, in our opinion, was passed as a matter of political 

expediency in answer to a fiscal crisis. The law is replete 

with exemptions. It is our understanding that even if the 

State would continue the necessity exemptions - food, 

clothing, and medicines at the 3 per cent rate, the State 

could collect many additional millions of dollars and 

perhaps as high as seventy-five million by eliminating 

other exemptions outlined in the law. At the worst, the 

administration of the law would be greatly simplified and 

thus ean.siderable moneys could be saved. This path may not 

be politically expedient to some, but it is a method to gain 

additional revenues which deserve genuine consideration by 

this Committee. 

Second, as previously stated, the retail automobile 

industry is the largest single source of sales tax revenue. 

In addition to the responsibility of acting as the State's 

agents in collecting the sales tax for the State, all 

retailers, and automobile dealers in particular, have been 
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saddled with a highly discriminatory add-on sales tax -

commonly known as the retail gross receipts tax. 

I:f there is to be a discussion on the possibility 

of expanding the present sales tax, is there not a parallel 

oppor~unity for the Legislature to eliminate what is perhaps 

the most inequitable tax now on the books in New Jersey -

the retail gross receipts tax - which is particularly unfair 

because it taxes a retailer's gross sales regardless of 

whether or not he is making a profit; 

We submit, gentlemen, that the direct impact of 

this levy is such that it destroys the confidence of the 

New Jersey retailer in his government. It can only be 

considered a special tax on the merchant and is admitted 

to be grossly discriminatory by a high number of members 

of the Legislature who are seeking its repeal. 

It is our sincere belief that this Legislature would 

earn for itself the plaudits of a large section of the 

New Jersey business community if it were to repeal this grossly 

inequitable tax as presently advocated by Senate Bill 122. 

We would venture the opinion that the public funds ex­

pended in collecting this tax, if put to better use in 

enforcing the sales tax, could produce a higher return for 

the State than the $3.8 million collected unde~ the gross 

receipts tax last year. As an example, within the past 5 

months the Sales Tax Bureau, whose staff also administers 

the gross receipts tax, has found it necessary to request 

a waiver of the 3-year limitation imposed by the sales tax 

law for audit of automobile dealers' records (and I understand 
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this same waiver was also requested of other retail 

industries) apparently due to a lack of manpower within 

the department. Could not this manpower be more efficiently 

used in administering only one law, the law which incidentally 

brings in by far the greatest amount of revenue? 

Third, we would also like to comment on proposals 

that have been with you ever since the enactment of the sales 

tax -.that being, the State make some recognition of the 

burden placed on retailers in collecting the sales tax levy. 

All of us are aware of the bookkeeping burden that is placed 

upon the businessman in acting as the State's agent in 

collecting the sales taxo For many enterprises, this has 

involved the hiring of additional personnel, and, for 

others, existing employees must take time from other 

pressing duties. We strongly urge your consideration of 

passage of such legislation as Senate Bill 18, which would 

grant business at least a one per cent discount of sales 

tax collected as consideration for prompt collection and 

remission of the tax. Not only would this partially 

compensate for the added collection expense, but it would 

act as an inducement for the efficient functioning of the 

system. 

We do not propose to comment on other elements in 

the proposed tax "package," since our industry appears not 

to be too directly affected by the proposals, and we 

certainly do not hold ourselves out to be experts on the 

broad economic impact of these additional levieso 

Our Association, gentlemen, looks forward to working 



with the Legislature and the administration hopefully in 

making New Jersey an even better state in which to live 

and do business& 

If there are any questions, I will be very happy to 

answer them. 

ASSEMBLYMAN DeKORTE: Are there any questions? 

SENATOR DUMONT: Just one comment, Mr. Chairman. I 

would like to agree wholeheartedly with Mr. Lehman on the 

passage of those two Senate bills he referred to in the 

statement. 

SENATOR CRABIEL: 

SENATOR DUMONT: 

up earlier. 

Who is the sponsor, Senator Dumont? 

It's a wonder that wasn't brought 

MR. LEHMAN: I would like to make one comment if 

I may. I referred two or three times in my prepared text 

to the fact that our industry was the largest single source 

of sales tax revenue. This is based on the approximate sale 

of new cars in the State of 375,000 new cars annually, and 

you will find that approximately two used cars are sold for 

every new carQ Our industr y, speaking of new car sales 

only, generated better than two billion seven hundred and 

fifty thousand dollars sales last year in this State, and 

I think that would give you some small measure of the 

moneys collected for the Sales Tax Department at no compen­

sation at all whatsoever. In fact, we even have to use our 

own forms and manufacture them. We are talking of approx­

imately seventy-five million dollars paid out of the two 

hundred and sixty million dollars collected only by one 
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industry. So I would urge that perhaps we be given a 

little recognition as merchants and think about this 

retail gross receipts tax a little bit before it becomes 

a potential time bond and also the possible payment of 

something to the merchants whatever it is for consideration 

in collecting the tax. 

ASSEMBLYMAN FIORE: Is that two used cars for one 

new car, or two new cars for one used car? 

MR. LEHMAN: For every new car that is sold in the 

State, you will find that approximately one and a half 

used cars are sold. Actually an automobile will be sold 

anywhere from three to five times before it finally gets 

to the junk heap ten or eleven yea:rs later. 

ASSEMBLYMAN DeKORTE: Thank you, Mr. Lehman. 

Ann Mikiewicz. 

I hope I haven't murdered your name. 

ANN M I K I E WI C Z: I've been called every-

thing, so I don't mind. 

Mr. Chairman and members of tbe Committee, thank you 

for the opportunity to express ourselves. My name is 

Ann Miksiewicz, President of the Linden Taxpayers Asso­

ciation, a Director and Chairman of Action of the Federation 

of New Jersey Taxpayers. I am here to speak against the 

proposed increase in the sales tax. The presentation was 

written by one of the trustees and reflects the feelings 

and opinions of the trustees, directors, executive officers 

and membership in general of tne FNJT. The FNJT would like 

to go on record as stating we are not against all taxes. 
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Government must have sufficient funds to carry on necessary 

and essential services. The Federation stands ready to 

defend costs for our representative type government. How­

ever, we will with equal vigoro oppose unnecessary spending 

in many areas and demand an immediate reduction or holding 

the line in essential serviceso The mood in general of 

the taxpayer is one of revolt. He no longer will be content 

to be the victim of confiscatory taxation. Many feel that 

this is the year for the tax revolt. Many feel that this is 

the year for the tax revolt. A feeling of frustration 

has overtaken most of the State's taxpayers. The frustration 

is due to the fact that their elected representatives are 

not carrying out their wishes for an all-out effort to hold 

the line or reduce spending. The FNJT sent a letter to the 

Governor-elect prior to his inauguration, and to every 

Senator and Assemblyman outlining what weu as a statewide 

organization, expected from our elected representatives. 

These were not random thoughts of three trustees. It is 

the voice of the people - taxpayers - voters - from Bergen 

to Sussex and down to Cape May County. It is these very 

people who hold your destiny in the political arena. They 

also hold the purse strings to whatever public funds you 

dispenseo They are asking, or better still, pleading with 

you to listen to their voice through the FNJT. 

We do not wish to bore you with facts and figures 

about what the increase in sales tax will do to any given 

category of the State's populacea There are mixed emotions 

as to what type of tax would be best for the captive 
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taxpayers. Many assorted pressure groups are making 

headlines with their opmnions. Lobbyists are working 

overtime. No one knows this better than you, the members 

of the Legislature. The FNJT who is the voice or, if you 

prefer1 the lobbyist for these taxpayers will make a plea 

at this time for you NOT to increase the sales tax and to 

check the validity of the statements of the State having a 

three hundred dollar deficit in the new budget. You legis­

lators are responsible for the financial expenditures of 

and the allotments to the various divisions and departments. 

We hope you are judiciously protecting our hard-earned 

dollars. 

The FNJT would like to recommend at this time the 

elimination of tax money for subsidies to private industry 

of any type. Tax dollars should not be spent to clean up 

pollution of any sort caused by industries. Many over­

lapping and/or duplicated services should be curtailed. 

The budgets for many departments are beyond reasonablness 

and should be cut. The Department of Community Affairs is 

an affront to representative government and should be 

eliminated in its entirety. 

Legislation should be enacted to nullify the power 

of any appointed body or department head that can supersede 

the duly-elected officials of any municipality or to over­

rule the will of the voters in any given district. It is 

government by the "unelected" bureaucrat and his "empire 

building" tactics that the taxpayer can no longer afford. 

It is also government by decree and mandate that he will 

no longer accept. You are the elected officials and you 
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are responsible to the electorate. All budgetary requests 

should be reviewed with austerity being the prime factor. 

The Federation has numerous recommendations and will be happy 

to send representatives to discuss them with any legislative 

committee on finances. It is our opinion that the Legis­

lature has delegated too much power to and given excessive 

financial resources to an overwhelming number of departments. 

It is time to review these "big spenders" and legislate them 

out of existence. As our elected representatives, it 

behooves you to return government of the people, by the people 

and for the people, TO THE PEOPLE. And the people are telling 

you to reduce spending as a sensible alternative to increasing 

taxes. Try it! It may get you re-elected if you decide to 

run again. 

Submitted on behalf of the FNJT by George Wagenhoffer, 

Treasurer and Trustee. 

Thank you, gentlemen, for the opportunity to be here. 

I know you are all tired. 

ASSEMBLYMAN DeKORTE: 

Thank you againo 

Gertrude Christenson. 

Are there any questions? 
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GERTRUDE C H R I S T I A N S 0 N: I would like 

to apologize for not having a prepared statement, but I rattled 

this off before I drove down to Trenton at Noon. 

Gentlemen of the Taxation Committee, I am very happy 

to be her·e and I want to thank you for this opportunity to 

speak before you to express our views. 

My name is Gertrude Christianson. I reside at 738 

Kensington Avenue in Plainfield. I am President of the Taxpayers 

Association of Plainfield, which is a group that is now affiliated 

with the Federation of New Jersey Taxpayers. I am a member of 

the Board of Directors of the Federation of ~ew Jersey Taxpayers 

and serving as its First Vice President. 

I would like to speak to you about Plainfield primarily. 

The membership of our organization is approximately 600.. Eighty 

per cent of our membership are senior citizens living on fixed 

incomes, many trying to hold onto their homes which they have 

lived in and paid local property taxes on for 40 years or longer. 

A 2 per cent sales tax increase would severely hurt this group 

of citizens and will virtually cancel out the $80 per year 

property tax reduction which the Legislature allows them. 

Ten per cent of our membership are small business people -

barbers, beauty shop owners, luncheonette owners, novelty shop 

owners, small corner deli owners, etc. The 2 per cent sales 

tax will severely hurt their business because they have to be 

competitive when they are a neighborhood business. Many have 

complained to our organization about the cost of book work to 

collect sales tax for the State. The need to hire an accountant 

to fill out State forms and so forth has cost them $50 per year 
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and more and with a very small business this is quite a sum. 

It hurts more than it would the automobile industry and other 

large industries like that. 

Many of them have found the situation in Plainfield such 

that when their leases expire, they are going to leave town. 

Many of them have also complained about the State sales 

tax people who call on them, hinting for a free lunch or other 

forms of gratuities. They don 8 t like the fact that somebody 

is calling on them if something is not right up to snuff with 

their forms. 

The remaining 10 per cent of our membership is comprised 

of low middle-income families, many families of city employees 

with a take-home pay of less than $90 per week. I think this 

gentlem~n mentioned something about a moderate income being 

$11,000 something. City employees are taking home pay equal 

to $2.49 an hour and this is pretty hard. Also there is the 

blue-collar worker with periodic layoffs and the white-collar 

worker who is not protected by a labor union. This man is so 

badly needed by our small manufacturing companies throughout 

the State that contribute much to the local property taxes 

and to the State with their personal property taxes. The small 

companies have done much to make New Jersey one of the wealthiest 

states industrially in the United States. 

So our fine state is $300,000,000 in debt. This is not 

surprising considering the vast spending spree our previous legis­

lators have been on. Why do you think there has been a Republican 

surge in this past election? Because the people want a change. 

In past history, the Republican Party has always been noted for 
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its sensible approach to spending and debt. But,alas, many 

of our come-lately Republicans have just acquired th~ party 

label and not the conservative GOP long-time sensible approach 

on spending. 

Our newly-elected Governor thinks that uninformed voters 

voted for him because of his liberal position in Congress which 

he admitted to in a newspaper article that I read. But the 

voters didn°t. Actually they voted for a change and if they 

don°t get that change, they certainly are going to let you 

gentlemen in the Legislature know. 

Concerning Plainfield, on January 1st in our Mayor's 

address to the City Council and the citizens he dwells on 

Plainfield 0 s problems and, believe me, this 16-page legal-sized 

sheet, was very depressing a~~ we are practically down the 

drain or at least we are in the-same category as the City of 

Newark. The only difference is it is on a much smaller scale. 

However, he ends up this memorable address by saying, "We are 

dissatisfied with the amount of State and Federal assistance 

given to the City of Plainfield. Our residential taxpayers 

cannot support the services we must provide our citizens. The 

mortgage market and the small size of our city has prevented us 

from securing the significant increases in tax ratables that would 

help ease this burden. Our only answer is to apply for and 

obtain still more State and Federal funds. 11 

I might add that each December for the past five years, 

the number of properties that have been up for tax sale for non­

payment of taxes has increased. In December, 1969, in Plainfield, 

there were 45 properties up for tax sale and 31 of them the City 
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of Plainfield had to take back because there were no takers. 

Why are we and other cities in such a mess? It is because 

of the Federal and State programs which have encouraged the 

demolishing of tax ratables, such as the Federal government and 

its urban renewal schemes, and added to this is the extra push 

into the deep crevice which we got from the Department of Com­

munity Affairs since its devious inception three years ago. 

I might add that our town government has continually 

taken down block after block to put up tax-free buildings and 

all these have been pushed upon us because of some program 

that has come from the Federal government or the State government 

with matching funds. And you cannot continue to demolish good, 

sound ratables and put up something that becomes tax free 

without a town going down the drain. I feel why should other 

towns have to come to our rescue and bail us out because we 

have a local government that has just continued to bend to the 

pressure of special interest groups in the community. 

For the Department of Community Affairs, the appropriation 

the first year was $9o8 million. Last year 0 s appropriation 

was $20 million. I haven°t seen the budget for this year, but 

I wonder what could it be this year, $40 million or more? 

The answer is don°t appropriate but rather abolish this department 

because all it has done in Plainfield - and this is no statement 

of mine alone - this is coming from many citizens -- what it has 

done in Pl~infield is to push upon us discriminatory socialistic 

programs which have contributed to the further polarization of 

our community. Most of these programs are for special people 

and the taxpayer or somebody else doesn°t qualify. If you 
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want to look into it, look into their program that they 

have for the six-family dwellings and up where you can get 

your building completely renovated for the benefit of slum landlords 

and then find a way to tax more in order to pay for what you have 

appropriated. Are you all so intelligent that you can°t see or 

figure a way out of this? 

Suppose I was $3,000 in debt. Would or should I continue 

to increase my purchases and unnecessary spending? If I did, 

I would soon be in court with my creditors. But I wouldn't do 

this because I am an intelligent housewife whose husband is 

earning a moderate salary and I know that one and one equal 

two. If I have $150 per week coming in, I can't spend $200 a 

week or I'll soon be in trouble. We housewives have learned, 

and even more so with this present inflation, how to juggle a 

household budget. I feel what this State needs right now is 

more housewives and less lawyers running for the Legislature. 

Besides abolishing the Department of Community Affairs 

with its extravagant budget, we would like to suggest other ways 

to cut down the $300 million debt: Cut back the pay increases 

given to the Governor and the cabinet posts which were recommended 

by the Vieser Committee. These increases totalled $1,140,000. 

The Legislature said that the money was in the budget. I assume 

it was in the budget up to July or June 30th. But now you want 

to squeeze pennies out of poor people • 

I would like to point out an article that was in the 

New York News January 21st •. The headline is, 11Mayors send Cahill 

Santa note. 11 And this, of course, is the New Jersey Conference 

of Mayors where they want more money for the communities and the 
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Vice President of this Conference was Mr. Edward Hume, the 

Mayor of Maplewood who has now been made head of the Department 

of Community Affairs. Also there was an article mentioned in 

the Newark News on January 18th about Mr. Vieser 0 s new job. It 

seems that he has been made State Republican Finance Chairman. 

It makes me wonder - I can°t help but wonder if maybe this was 

the reason for the big raises. Is it possible there is going 

to be a kickback to the Republican Finance Committee? I am a 

Republican Committeewoman, incidentally, so this hurts. 

ASSEMBLYMAN DE KORTE: It hurts me too. 

MRS. CHRISTIANSON: Another way of cutting down is 

education. I don°t know if you gentlemen had the opportunity 

the other night to watch Mr. Nixon on television when he vetoed 

the Education Appropriation Bill. He mentioned that at no other 

time in history have we spent so much on education. Yet we are 

turning out school children day after day, year after year, 

graduates of our schools who can°t even read. 

Locally, in a town like Plainfield, the education cost 

to local municipalities have been jumping up each year by a 

million or two million dollars. I feel that there is something 

wrong with education that we aren°t turning out students with 

a good sound background in r~ading, writing and arithmetic as we 

did in the days when you and I went to school. Also I wonder 

why education in Plainfield costs $907 per year for one student. 

I happen to have two children - I have had three who have gone 

through the Plainfield school system -- I now have two younger 

children, one in 8th grade and one in 4th grade, in a private 

Christian School and for the two children it is costing me $600 
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per year and they are getting a far better education than they 

could in our Plainfield school system. And I.can't understand 

why private schools can do this and our local public education 

systems can't. 

Another thing that the State might do is give up Rutgers 

University~ I remember the days when Rutgers was a private 

university and I feel that this might be one way of cutting 

down, to turn it back into the hands of private trusteeship or 

something again so it could be run as a private university. I 

feel that the amount of requests for money in this year's budget 

is going to be very big. I am sure that Mason Gross is going 

to have a request for his new college, the Livingston Campus, or 

whatever it is. 

We have a local radio station in Plainfield with an open 

mike program which I listen to when I can, when I am not working. 

There have been a number of people calling in about the tax 

situa~ion. Of course, a lot of them have been concerned about 

Drumthwacket. Now I know that Drumthwacket was purchased a while 

back, last year or the year before, by the State because it is 

a historical site. Many people feel that Governor Cahill. is 

going to want this as a home since he has decided he doesn't 

want to live in Morven and prefers to remain in his own home. 

I think that as soon as Drumthwacketis renovated at a cost of 

approximately $400,000 or more, perhaps this will then become 

the Governor's residence. I think that Drumthwacket, if the State 

has purchased it, should be turned over to a historical society and 

let them renovate it and maintain it. 

Also the deficit caused by last year's legislation 
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concerning, one, the Medicaid program, which turned out to 

cost much more tha.n was originally anticipated, there were 

persons who predicted this would be the case but many legis­

lators didn't want to listen. Two, Aid to Dependent Children 

is another reason I understand we have this deficit. 

Last week Representative Green from Oregon pointed out 

in Congress that a woman with eight children, if she availed 

herself of all the Federal programs that she is qualified for, 

would have a total annual income of $21,900. Is it necessary 

for New Jersey to further overload the burden bearers by making 

them more responsible for the misdeeds of many irresponsible 

persons who prefer to remain a burden to soceity because it is 

quite profitable? 

Other recommendations could be looking into present 

taxing programs. Correct the inequities in the present sales 

tax program, such as taxing of pain-killing drugs and household 

paper products and soap. Also possibly increased tax on luxury 

items and forms of entertainment. This could take in gambling. 

I don't gamble. I am not the least bit interested in it. I 

can't afford to go out for any entertainment whatsoever. I do 

smoke cigarettes and I am willing to pay the tax because I 

am stupid enough to continue smoking. Likewise liquor - I 

feel this is a luxury and a tax increase wouldn't hurt. Push 

for implementation of the lottery which received more votes 

than the Governor, which shows that persons of both parties 

approved of it. Work with New Jersey's Federal representatives 

to bring more money back from Washington to our State. We 

presently rank 50th in the Nation. I 1 m not sure of the exact 
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figure~\' but I think it is $1.84 that we send to Washington and 

we get bac.k $1.00. I have been a firm believer that the 

Legislature should meet twice a year with Congressmen and Senators. 

They should come back and meet with you. I don't want you to 

go down to Washington. But I think they should come back to 

their districts and they should meet with the State Legislature. 

This is being done in Florida and I think it is something I 

would like to see done in New Jersey because it might help if 

we had same sort of working relationship to get more money back 

from Washington to the State of New Jersey. 

ASSEMBLYMAN DORGAN: Mr. Chairman, I think we are going 

quite far afield. 

ASSEMBLYMAN DE KORTE: Yes, for a girl who didn't have 

time to prepare a statement, you are doing very well. 

MRS. CHRISTIANSON: The last thing, I think you ought 

to look into the autonomous authorities, mainly the Garden State 

Parkway, and so forth, and see what moneys can be coming back 

for highways elsewhere. Also look into taxing tax-free properties 

and tax-free foundations. And above all, stop spending what 

you don°t have. Let us start a precedent and have a fiscally 

responsible State government, even if no other state or the 

Federal government ever gets around to being fiscally sound • 

I want to comment on something Senator Dumont said. I 

heard on the radio a statement by him - this is my own personal 

comment - about the fact if we increase the sales tax, it is 

going to discourage business that we get from New York and 

Pennsylvania. Of course, Paramus is an example of this, a 

shopping center up there. Many people do come across into 
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New Jersey to shop. 

I think Governor Cahill has made an attempt to do 

something by having the lights turned out in the State House. 

Let 0 s go a little further. Every little bit is a drop in the 

bucket, but it adds up to something. 

I heard Pete McDonough on the radio driving down here. 

He was interviewed on one of our local stations and he pointed 

out that he is going to introduce legislation to have everybody 

in government, those working for the government departments, fill 

out a job classification sheet because there are many people 

that are never seen who are on the payroll. I think this is a 

step in the right direction and I hope you gentlemen will 

continue. 

ASSEMBLYMAN DE KORTE~ Thank you. 

Thomas s. Watson, Jr., please. Thank you for your 

patience, Mr. Watson. 

THOMAS s. W A T S 0 N, Mr. Chairman 

and Committee members: My name is Thomas Watson. I reside at 

1022 North 24th Street, Camden, New Jersey. I am here to add 

one more v~ce of dissent to the 2 per cent increase in the 

sales tax. Taxation in this state has reached the saturation 

point. In the City of Camden, the real estate tax is rising 

to $14a80 per hundred. A councilman has suggested a city wage 

tax be imposed. The Cahill administration wants to increase 

the sales tax and we all realize it 0 s only a matter of time before 

we are burdened with a State income tax. With the apparent upswing 

of increased State spending, there is no relief in sight for 
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the already overburdened taxpayer. In the City of Camden many 

people who have worked all their life to own their homes, must 

now sell them due to their inability to pay the spiraling tax 

rate. 

I have not come here only to criticize. It is possible 

to cut taxes throughout the State and still bring in the $300 

million that is needed in the Cahill administration,-·my proposal 

to the State Lottery Commission on January 5th for legalizing 

numbers and off-track betting, State operated and regulated, with 

the first $300 million or set percentage going to the State and 

the remaining $400 million or more to go back to the twenty-one 

counties. These monies would be used for the express purpose 

of lowering real estate property taxes, perhaps to the point 

where those living on fixed incomes could afford it. Adopting 

this type lottery would negate the necessity of an increased sales 

tax or a State income tax, and actually give the taxpayer a cut 

in taxes. 

It is for this reason that I implore this legislative body 

to bring pressure to bear on their colleagues and also the 

Cahill administration, to give us a lottery which will mean 

something to the taxpayer. I would be more than happy to sit 

down with any legislator to put my proposal into detail so 

that enabling legislation could be drawn up. The advantages 

of this are as follows: 

1. It would relieve the financial pressure on the State 

budget. 

2. It would lower real estate taxes in the State. 

3. It would deprive organized crime from one of their 
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largest sources of income. 

4. It would Ema~le-::our police departments to spend more 

time in making our streets safe to walk. 

5. It would save our police departments approximately 

12 million a year throughout the State. 

6. It would be a stopgap measure in the ever-rising 

welfare costs. 

7. It would stop a major cause of corruption in State 

and local governments. 

With these apparent benefits, I fail to see where any 

moral issue exists. It seems the main issue is: Do the legis­

lators of this State have the courage to oppose gambling and 

racing interests? Will the fear of having large sums of money 

used against them in their bid for reelection stop them from 

acting in the best interests of their constituents? I ask all 

of you to examine your consciences. Do you really oppose this 

on a moral issue? Or is there a more practical one? 

The voters of this State ask, no, not ask, demand relief 

from ever-rising taxes. They await your answer. Thank you. 

ASSEMBLYMAN DE KORI'E: Thank you, Mr. Watson. Any 

questions of Mr. Watson? 

SENATOR DUMONT: How much did you say that your proposal 

for off-track betting would produce? 

MR. WATSON: I think a very conservative figure is 

WOO million in the State of New Jersey. 

SENATOR DUMONT: Your proposal then, I imagine, would have 

to be vastly different from the one being introduced in the 

New York Legislature for the City of New York. Their estimate is 
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only $200 million for the City of New York. 

MR. WATSON: This is true. They are going strictly for 

off-track betting. I think in the State of New Jersey we should 

go for legalized numbers and off-track betting in competition 

with organized crime and also with the option of later on going 

into betting on sporting events which in all probability would 

surpass our whole State budget, the moneys received. 

SENATOR DUMONT: All right. Thank you. 

ASSEMBLYMAN DORGAN: Mr. Chairman 

ASSEMBLYMAN DE KORTE: Yes, Assemblyman. 

ASSEMBLYMAN DORGAN: Just a matter of semantics - I think 

this gentleman stated the Cahill administration wants to impose 

an income tax and I don't think the Cahill administration wants to. 

I \ITOuld like the record to ~read more that they feel there is no 

other practical alternative, rather than saying they want to. 

I am sure he doesn 1 t want to. 

MR. WATSON: Well, I feel this is a practical alternative. 

ASSEMBLYMAN DE KORTE: Thank you. 

Stanley Sredzinski, please. 

STANLEY S R ED Z I N S K I: Mr. Chairman and members 

of the Committee: I want you to glance at these. [Mr. Sredzinski 

hands Committee exhibits.] 

the record, if you please. 

I want the documents to go into 

ASSEMBLYMAN DE KORTE: If you hand them to the young lady, 

they will go in the record. 

MR. SREDZINSKI: First, my name is Stanley Sredzinski, 

43 Raritan Road, Linden, New Jersey, Coordinator - Gathering 

Petition Signatories against Sales Tax. 
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Now t.here is a copy of t.he signatures where the citizens 

of New Jersey slaved day and night and spent thousands and 

ths>Usands of dollars and went in the basket. 

The next document .. :is t:Ie Ohe that is in your hands. 

After this - an open letter to Governor Hughes and 

the Senate and the Assembly, dated September 14, 1966. That's 

how the Democrats got wiped out at that time. 

November 18, 1967, a letter addressed to the Governor 

and the Legislature. And on this, Mr. Chairman, I will make just 

a brief remark or two and save you the agony of public hearing. 

In the first place, the Majority Leader Harry L. Sears 

invited all the citizens - and this is a direct quote - "Unless 

they can specify the state aid and other spending programs they 

are willing to cut ••• , 11 -express your ideas. And here is my 

answer: 'They, he means us, the taxpayers specify a few, and I 

quote these things. Of course, it'sa potpourri more or less 

because I appealed to the general public. I don't appeal to 

the intelligent legislators because maybe they miss some points. 

Now you will read - how about the letters that I continually 

sent for the last many years to you all? You got them. You 

have them in your possession. Of course, we are your employers, 

but you just ignore the public. The fantastic outburst of the 

Chairman calling a policeman to clear the floor - this was 

terrific. 

ASSEMBLYMAN DE KORTE: Not to clear the floor, just to 

remove you. 

MR. SREDZINSKI: I will make a special appeal to the 

newly-elected Governor and I have a badge - it 0 s the Polish 
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Heritage Committee - and we worked like hell to put him over. 

I didn't tell that to you before because I want you to meet me 

on a common ground. 

Now the big thing I want to leave -- for instance, why 

we are in debt? Why don't you create a provision in the laws 

where you could hold the administration that just was wiped 

out with Governor Hughes and you who sit on the seats here 

in the Legislature for many years - that you didn't have that 

foresight, to foresee a debt of $300 million? 

Now the only remedy is to economize and follow Mr. 

McDermott, who is my good friend, and call a conventiQn. There's 

nothing to it. I attended one of these reapportionment con­

ventions. I also got a raw deal and the Chairman, Mr. Foley -

mark my word - it's in the record - apologized publicly. I 

can't see, Mr. Chairman, that you should pick any man in America 

to sic a cop on him. 

We, the Polish people, of rich heritage, had more 

generals than any other nationality and you an intellectual, 

a diplomatic parlimentarian like Christopher Dietz, a wonderful 

man -- I think you'd better go to school and learn something. 

I also approve, Mr. Chairman, what the unions say. I have 

been in unions many, many years, not only as a worker, but chairman, 

chief steward, arbitrator -- we have had many fine fellows. And 

I tell you it hurts me. I want to read all these things, but 

I will leave that to you for your consideration. 

Only one thing I want to mention - as a legislator did you 

observe what is happening where our taxes are higher and could 
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have been avoided if you had any brains ~ on the marriage idea -

throw out the stupid long-winded divorces - abortions legalized -

You save the lives of the high school girls. Four to six 

hundred girls every year in Newark are pregnant and they don°t 

know who the father is and are we going to cater to them? Where 

are your brains? We provide special schooling, special nurseries. 

What's going on? 

Finally, you have had a big problem with the courts and 

I hope you will read this thing because this is very important. 

California has got a good system. I think you should appoint 

a commission with the advice and consent of.the Governor and 

send it out there to see how they operate. We have too many 

appeals and it eats our tax dollars. There 0 s another big saving. 

And I warn the women and youth of New Jersey to wake up, 

stop brooding, concentrate on forthcoming foreclosure of your 

"Home, Sweet Home." According to your brains, the sky is the 

limit and I 0 ll tell you where you could set a good example and 

I 1 ll admire you for it. The dissolution of the 120-man bicameral 

legislature would help a lot. You spent over $200 million and 

the courts didn't adjudicate it yet. They say it 0 s unconstitutional, 

but they will allow it. So you see the courts violate the law. 

Then throw back your salary increases granted by the 

1969 Legislature to legislative, judicial and executive personnel. 

Now you received advance payments - and I brought that out because 

I am human. You will forgive me - I'm probably not so gracious 

and diplomatic - one of these weasels - I don°t believe in that. 

I am an independent man. I made my life a success and I want to 

share with you. I don't want you to snub me. 
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There you have a remedy on that $300 million. You have 

a fat pension fund amounting to a billion dollars. Governor 

Hughes, also a well-to-do man - his credit card is good - your 

credit cards are good. Go to Governor Cahill and pledge that -

not exactly $300 million, but $100 million - that will do. 

And if you can't do it, go into bankruptcy. That's the proper 

procedure. And let the people then wake up because as long 

as you kid them and use all kinds of Machiavellian systems of 

chloroforming and you have the papers and the radio and 

television behind you, you're safe. But your hours are ticking 

and you will have trouble and I wish that you'd read some of 

the letters that you received. 

I will give you an example how Governor Hughes reads 

the letters - 12 letters documented - receipt requested. Never 

answered except one when he got excited when I accused pim of 

discrimination on Polish-American judges. He instructed the 

secretary to write me a letter. He says, don 1 t mind it - you 

come to our clam bake - and he knew damn well that I was a 

Republican. You see, there was no answer - evasion. I want 

you to know that. You want the taxpayers to come in once in a 

while. Now I have some nice men in Union County. They promise 

that they'll have these meetings, but I can•t go to the meetings. 

Every time they have a meeting it's $50 admission or $150. I 

can't make that kind of a dollar. So you see we are losing con­

tact. 

Now the alert voters without begging the Legislature for 

repeal of the income tax then took it upon themselves by 

appropriate petition and reputed by a four to one vote - mark you. 
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You invited the distinguished delegates from Nebraska. I'm 

talking about Nebraska. They're way ahead of you boys. Any 

money bill there has to be put to a referendum and this single 

house, which we call unicameral sneaked one. But they have a 

provision in the Constitution. They said, "Oh, no." They got 

enough petitions and they abolished it. We are going to abolish 

the same thing if we get it. But the trouble was that Governor 

Edge when he was the Governor put an iron-clad clause in that 

we couldn't do it. So now the chickens are corning to roost. 

There was one provision that you canat raise the bonds and tax 

the stuff more. You have $2 billion bond and I pray to God you 

will never sell them. There is an opening here. The Legislature 

plans to test the constitutionality of lifting the 6 per cent 

ceiling on the sale of State bonds, Senate President Raymond 

H. Bateman announced yesterday. 

Here is my answer: Referendum first. We the stupid 

geese who lay the golden eggs of taxes for the greedy politicians 

and bankers must stop. It is not fair, Mr. Chairman and the 

honorable board. I see they are missing. They got tired too, 

while this girl maintaining her dignity is on the job and 

probably a lowly-paid person while you grab the $10,000. My good 

God, where did you have the heart? The interest now is lost to 

the taxes and you have big banquets and you make big show. You 

don't mean a thing because you are not honest with yourself. 

You should grow up and study something on your Shakespearean 

philosophy. So I say it isn't fair or honest to John Q. Public 

who lacks relevant information for the forming of sound judgment 

because the legislators - that 1 s you - do not inform him what 
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goes on and when he meekly asks questions, they sneer at him. 

What more perfect example, Mr. Chairman, than you portrayed? 

It's a tragedy. It 9 s a calamity. An intelligent man, a nice-

looking man I'm sorry, Mr. Chairman. But we in the Polish 

heritage, we have a feeling. We 1 re not the ice box people, 

cool, on the Mafia style. No. We are honest. We are religious. 

We need more people like this. 

Now I'll see what Mr. Cahill is going to do because 

he made an open promise that some of our men will be recognized 

like the Colored race or the Irish race or the Italian race. 

Do you know how many judges the Italians got, a fine bunch of 

people? 48. The Jewish people got 53 and the rest is Irish. 

There is not one Hungarian - one Pole and one Negro. Where is 

your discrimination? There is where your budget should come in and 

figure things out. Where is the justice? 

So, after all, the citizens'· prayer - and I gave you this 

two years ago - for this new year - and this is a new year - and 

every year- ~that he be treated with dignity, Mr. Chairman, 

grace and status and not ever be pushed around. I'll never 

forget in my life how you sent the Gestapo in, a policeman, to 

take me out. And where are your brains, Mr. Chairman, to do this 

to an intelligent man, 80 years of age, beautiful life full of 

tranquility, children educated - no damn cent from the State, 

no scholarship - the same is true of me. After all, we the people 

are your employers. Respectfully yours, Stanley Sredzinski, 

Coordinator-Gathering Petition Signatories against Sales Tax. 

Thank you. And if you want any answer, call another meeting 

tomorrow and I'll be ready for you. 

[Exhibits submitted by Mr. Sredzinski 
are on file with the Committee.] 
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ASSEMBLYMAN DE KORTE: Thank you, Mr. Sredzinski. 

John A. Inglese. You are Carl? There's a John too. 

There was a John who signed in before. I gather he may have 

left. Carl, come on ahead. 

CARL I N G L E s E: Mr. Chairman and members of the 

Committee: I thank you for letting me speak to you. You'll 

have to forgive the way I .look. I've come from work. I 

didn't have a chance to change or anything. 

ASSEMBLYMAN DE KORTE: That's quite all right. 

MR. INGLESE: I am definitely opposed to the additional 

2 cent tax. I can't see why we can't tax the movies according 

to the way they are rated by the industry, like X-rated having 

a higher rate of tax than G which would be general audience, 

for the general public. 

Number two, I can't see why you can't have an entertain­

ment tax on live music and live entertainment such as when you 

go dancing, places like that where there is music. 

And three, car rentals. I can't see why we can't have 

a tax on car rentals because it is getting to be a very big 

industry. In fact, you see them in a lot of places now like 

Sears Roebuck. Everybody ·is renting cars and trucks. I can • t 

see why we can't tax these people to help overcome our tax 

problem. 

I mentioned about movies before, I think if you notice 

you will find out that the State of Texas has passed this in 

their Legislature and they say if New York City would do this, 

they would have enough money to run the whole city without 

taxing anybody. Thank you. 
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ASSEMBLYMAN DE KORTE: Thank you for coming in. 

Are there any other witnesses or members of the general 

public who wish to be heard at this time? If not, this meeting 

is adjourned • 

[Hearing adjourned] 

137 A 



~· ~~,~-~~ .,.._..,..,..,...,~._.......,--~--- ' ~-··-~ ·-''"""'"'"'"'"-

League of Women Voters of New Jersey January 1970 
460 Bloomfield Avenue, Montclair 07042 

SUBMITTED BY MRS 1 CHARLES PINE 

TABLE II 

TOTAL TAX BURDEN IN NEW JERSEY BY INCOME LEVEL 

% of Net Cash Income 

Total Includins 
Net Cash Major Fed. Taxes State Local Present State Incomel Sales2 • 
Income (S.S. & Income) Taxes Taxes Taxes Tax 1-7% 5% Tax 

~ 

Under $2,000 20.2 4.9 12.1 37.2 37.2 38.2 

2,000-2,999 20. 7 4.4 12.0 37.1 37.1 38.2 

3,000-3,999 21.8 4.4 10.4 36.6 36.8 37.5 

4,000-4,999 22.1 5.0 8.0 35.1 35.6 36.1 

5,000-5,999 23.1 4.5 6.0 33.6 34.2 34.4 

6,000-7,499 23.5 4.2 6.1 33.8 34.5 34.6 

7.500-9,999 23.7 4.3 5.9 33.9 34.9 34.8 

10,000-14,999 23.8 4.0 5.3 33.1 34.6 33.9 

15,000 and over 29.0 3.0 5.4 37.4 39.6 38.0 

1. yield approximately additional $400 million 

2. yield approximately additional $200 million 
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Teattmony 

In opposition to an increaae in the New Jeraey 

Sales Tax from 3o/o to So/o 

January za, 1970 

UNITED AUTOMOBILE WOllKERS 

Martin Cie1-ber 
Regional Director 

Region 9 

Joel R.. Jacobson 

Edward I'. ·Gray. A.a't 
R.eglow Dlt-od:or 

Director of Community Relation• 
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A~ tl•c n;1ti0.1! 1 :-; de fen sc budget and Inilita ry cxpenditu re!> continut~ 
their hea,·y drain upon ft.,deral tax resoure~s. the plight of our nation's cities 
grows si.E!<Idily w0rse. An in fusion of huge sums of n1oney to eradicah• the 
plthlic squ;dor which enve:lupes every one of our country's urban areas is '• 
nc\\' irnper<1ti vc. 

LA'fl to their own devices, the States seek rnethod s of raunng 
fnnds \vhkh ;t rc freque1~tly f!COl10JJ1il:aJly indefensible and rnorally tmjust. 
The proposal to raist-~ New Jersey's Sales and Use Tax from 3% to 5% is such 
a tax. 

The United Automobile Workers, with 50, 000 rncmbers living in 
New Jersey, i~ unalterably opposed to any increase in thi.s sales tax. ..,, 

The traditional arguments presented in opposition to sales taxes, 
still valid, are that sales taxes are regressive and place the heaviest burdtms 
upon those least able to sustain it. 

What greater amplification of this blunt economic fact is needed 
when, in New Jersey today, we tolerate a system where a $100, 000-a-year 
corporation executive pays the same identical tax as does a $100 a week 
industrial worker, or Inr that matter, even an unemployed worker. The regressive 
nature of the sales tax is all too cruelly obvious. 

Furthern1ore, the experience in neighboring states like New York 
and Pennsylvania de1nonstrates that the sales tax has a voracious appetite and 
after its enactment, there are constant pressures to increase the revenue by 
both raising the percentage of the tax and eliminating all initial exemptions. 

It h~ an inescapable conclusion that if this first proposed increase 
from 3% to 5% is enacted, the next big bite will come when the exemptions for 
food and clothing are diminated and the cruelty of the impact of the sales tax on 
low-income individuals will become evtm more pronounced. 

New .Jersey has a long and undistinguished record in emphasi;dng 
the regression of its tax structure. For years, New J(~rsey officials boasted 
about the fact thai- our st.ate had no sales tax, while in reality, 60% o.f the state's 
revenues were rai&ed through excise taxes, the fancier name for sales taxes. 
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In the C'.J.rl'F:nt budget. of $1, 374, 845,591, 60¢ of every dollar 
produced con\•:10- ~-r,7'n; tht~ :;a.leB and excise L1xes whkh in,pr-t~ss a disproportionate 
burdt"n upon l~lW-·tnt~(lll>e individuals. 

The :.t"nposition of an additional 2o/o sales tax 011 top of t.his 
a.l ready -di ~h)'i:tc-d tax st:::-uctn re, will only serve to com pound the exi 8ting 
inequities :\ 1 r1~::3.dy suat::dr::-d by workers, reti:r<~d d.t~;;..:ens, and ghetto residents. 

Tl-.~r~ is no e.:.unon1ic or moral justification for thiD proposal. 

Ir.. hew ,·'er:l'.:~y. 8. H% of the population have been labeled ''poor." 
But, of these "poor," 85% live in our state's large urban areas. 

In hh1 Ir1<~ :.1gu: al Address, Goven:or Cahill outlined a blueprint 
of as aistance for 00 r· state's lar g(; r. dtie s as:.d then added his reconunendation 
for the 2% boost in s<~.les taxes to pay for these progran1s. 

\\'11;1tt'!v-er nobility tnay be al'lcribed to the attempts to bolster the 
ecc•:-Jomic welfare of the citizens of our. larget cities becorr,es somewhat tarnished 
when it is realized that the major source o! the funds to pay for these progra.Ins 
are to be drawn from the poor thexnselves. 

To gattge accurately tl1e full impact of what a 5% Sales Tax will 
m.~an to t.~e low-irl:::orne fatnily in our state's urban areas, the UAVv offers the 
following analysis of economic conditions in N•,:w Jersey's four largest 
metropolitan <1.::ear, >Iewark, Jersey City, Paterson-Clifton-Passaic and 
Trenton. 

1. Ro,_~ghly one .. third o:f t' e residents are engaged in manufacturing 
induetries : 

METROPOLITAN AREA 
(Ov;;.-250,QOO ~opulation) 

UNI'rED STA'rES \A~1e.rage) 

JERSEY CITY 

NEWARK 

PA'.rERSON-CI,IE''l'ON-PASSAIC 

TRENTON 

1968 NON-AGP~CULTURE EMPLOYEES 

TOTAL, MANUFACTURING 

68,146,000 29 % 

263,900 43 % 

772,500 33 % 

474,700 39.8 % 

127,700 32.4 % 
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2. The rate of unemployment in each of these areas exceeds 
the comparable national average: 

1968 UNEMPLOYMENT 

METROPOLITAN AREA 
(Over 2SO.nn.o Population) 

TOTAL % OF WORK FORCE 
UNI'rED STATES (Average) 2,817,000 3.6 

JERSEY CITY 15,700 5.3 

NEWARK 35,800 4.0 

PATERSON - CLIFTON-PASSAIC 23,100 4.1 

TRENTON 5,300 3.7 

3. The average weekly earnings are far below what the 
Bureau of Labor Statistics has said is necessary !or a family of four to live 
under "minimmn'' subsistence level conditions: 

METROPOLITAN AREA 
(OVER 250,000 Population) 

UNITED STATES (Average} 

JERSEY CITY 

NEWARK 

PA'l'ERSON-CLIFTON-PASSAIC 

TRENTON 
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1968 
Average MFG. 
_weekly Earnings 

$123 

$126 

$127 

$125 

$124 
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Buying l">•nver 
Slipped in "60s 

The f.,1Ji''' ir'~~ t~•'tJrL" .... fron1 ;c:..:~ 
ord~ pj !!i·.' I -tf'-.DT fJ~pt."~ nurca:J 
,,f I ::b•T S:d1;q:," .. \1!0\V b·>W the 
1--uVi'lf' pnwu nf wnrkcr< P·''-. 
d:,~k•. h:l'> f.Jil•.:d t,1 f c:·p p-tCC 1\'ilh 

I \V:t~.~-· ;l(h-~JnCc<..; ·n rcccr1t \Lap., 

C ill\ ,_.,nnwnt ecnr~nmi•.h attrihut,~ 
the i:J:• m.tinl:- ,,, ir.:Tt'a\L'd lJ\ .1·~, 
~'C'iO..t\. \ 1. iti: •.O!lh .. ' dt!C to hi~!h<.'f L.lXl~S 

; and a ... ~1~··rt r~in~! of thL' \Vcrk. WI'L'~- 1 

! 1 i1c f\ :1rcs arc :1\ rr:rP(~. fl'r a, 
i W<•rh<'l '-' ith thr•.:<: dcr,·mknh 0n 
: rn"''''· rwn· !a '1' p:!'- ,-,II~. l~c.d 
t.;kt··hdn~ .. · p~1,. '' in tLiT1l"- l1J)7-

: '>') lk'!.i!•. 

r; rr;\"\ Rml 
l:.o•·,_:/n!.'' 1a/..c-hom.· 

I 19611 $ !W.67 $70.77 
1 1961 H2.ti0 71.~8 

' 19fi2 H~.91 73.05 
1961 HR.46 73.631 

: 1964 91.:'·' 76.311 i 

'11~~ :::~~ 711.53 i OJ 
78.39 1 

i 1 9ti7 101.9-l 78.13 
JI)(,R 11\7.73 711.61 

~lffiij it ~.61 78.311 ~ 
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4. /\. Llrgt• 11Utrlbcr of citiz,ens are drawing social security henefiLs 
providing an incotne, again, far below the rninilnmn subsistence level de~crihed 

by the Bureau of Labor Statistics. 

December 1968 Social Security 

TJN 1'l'I~ n STATE.S 

JERSEY CITY 

~'~F~ \\' /\ F !< 

PA Tl: I\S()~\- C: LIFTON­
PASSAIC 

RECIPIENTS 

24,076,000 

7<),000 

215,000 

15 2, 000 

35,000 

AVEHAGE 
MONTHLY BE:NEFIT 

$ 99.00 

108.00 

111. 00 

lll. 00 

109.00 

5. A substantial portion of the population is receiving some form 
of Welfare assistance: 

February 1969 Public Assistance Recipients 

UNITED STATES 

JEHSEY CITY 

NEWARK 

PATERSON- CLIFTON­
PASSAIC 

TREN"TON 

OLD AGE 

2, 002, 915 

1, 504 

4, 779 

1, 732 

583 
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FAMILIES 
DEPENDENT CHILDREN 

6, 182, 256 

22, 396 

77,431 

21, 499 
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11, h :;;pitt~ of the low-incunw status, the per capita property lax 

in t!<lch of illc:-;,~ ;1re:~:;; is far above !:he national avcra~c, and ;:~rnong the ·vr!ry 
hi!_.!hest in the Unih~d St-;.,tes. 

lqt·7 PEH CAPITA PROPERTY TAX 

UNITED STATES 

JEH~~y CJTY 

NEWARK 

PATERSON- CLIFTON­
PASSAIC 

TRENTON 

$127.29 

$184. 91 

$212.16 

$190. 63 

$172.69 

Against the backdrop of these adverse economic factors in New 
Jersey's four largest rrH::tropolitan areas, the proposed increase in sales 
taxes emerges as another example of where the victim is punished for his 
own plight. 

The UA W believes strongly that the solution to fiscal responsibility 
cannot be found within the State of New Jersey alone.. The key, however, c:1.11 
be located in the ''Federalism" n1entioned in Governor Cahill's Inaugural 
Address. 

Unless n1assive new funds from the federa.l government are earmarked 
for, and returned to, the states now for usc in bolstering the people and the 
economy of our larger cities, the rhetoric of reform will emerge as nothing 
more than a cruel hoax. 

There is ample economic justification in New Jersey for seeking 
substantial federal relief. 

While New Jersey taxpayers contribute the 7th highest am.ount in 
federal income taxes, our state ranks 50th -- dead last -- in the an1ount of 
per capita federal aid received from Washington. 
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FEDERAL AID PER CAPITA 

Alabama $12 7. Montana $243. 

Alaska 42 3. Nebraska 221-

Arizona 153. Nevada 171. 

Arkansas 168. New Hampshire 76. 
.. 

California 111. New Jersey 60. 

Colorado 145. New Mexico 211. 

Connecticut 78. New York 82. 

Delaware 92. North Carolina 91. 

Florida 77. North Dakota 336. 

Georgia 116. Ohio 72. 

Hawaii 153. Oklahoma 12 s. 

Idaho 182. Oregon 178. 

Illinois 78. Pennsylvania 77· 

Indiana 76. Rhode Island 107. 

Iowa 156. South Carolina 95. 

Kansas 179. south Dakota 245. 

Kentucky 132. Tennessee 112. 

Louisiana 12 9. Texas 120. 

Maine 89. Utah 144. ... 

Maryland 71. Vermont 159. 

Massachusetts 102. Virginia 77. 

Michigan 76. Washington 118. 

Minnesota 138. \'lest Virginia 120. 

Mississippi 180. Wisconsin 69. 

Missouri 117. Wyoming 279. 
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The indi.viduals for whorn our regressive tax structure is alrea~ly 
an onerous burden, and upon whom a new sales tax will he a still more painful 
injustice, are even now sustaining a heavy load of our federal income tax. 

Tt1 Jl167, the last year for which such statistics are available, (,f:L), 071 

New Jersey l:txpayers whose gross earnings was under $5,000 a year, sent 
$169, 520, 000 to Washington. 

NE:W JEI\SEY 

$600 under $1, 000 
$1000 under $2, 000 
$2, 000 under $3, 000 
$3,000 under $4,000 
$4, 000 under $5, 000 

TOTAL UNDEH. $5, 000 

$5, 000 UNDER $10, 000 

NEW JERSEY 

NO. RETURNS 

26,002 

145' 116 
168, 988 
15 9' 504 
183,463 

683,073 

898, 325 

AMOUNT OOO'S 

204,000 
10, 738, 000 
3 2, 614, 000 
50,405,000 
75,560,000 

169,520,000 

664, 719' 000 

In 1967, the last year for which statistics are available, 390, 333 
taxpayers frorn New Jersey's four n1ajor rnetropolitan areas, with incomes 
under $5, 000 a year, paid over $100, 000, 000 in income taxes. 

FOUR MAJOR URBAN AREAS 
TOTAL NUMBER INCOMES UNDER $5,000 

JERSEY CITY 
NEWARK 
PATERSON-CLIFTON-PASSAIC 
TRENTON 

TOTAL 

NO. OF RETURNS 

71, 224 
180, 410 
109, 280 
29,419 

390,333 

TAX DOLLAFZS PAID 
AFTER CREDITS 

19, 385, 000 
46,613,000 
25,832,000 

8, 305,000 

100, 115, 000 

An examination of the charts for each of the four areas, as well as the 
New Jersey total emphasize that low-income groups now assume a 1 arge burden of 
producing federal revenues. 
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I CJb7 INCOME TAX AF'i'ER rREDITS 

JEI~SEY CITY 

$1 I l}OO unde t- :; 2 I Cl 0 t) 
$ 2 I lllJ () under ~;J,OuO 

$31000 under $41000 
$'-~1000 UJ:j,:'r $':'>,000 

TOT}\L UNDl~~H $5 I 0(10 

$5,000 unl'lcr $10,000 

NEWARK 

c' ., 600 un5er $1,000 
$1,000 under $2,000 
$2,000 under $3,000 
$3,000 under $4,000 
$4,0CC under $5,000 

TOTAL UNDER $5,000 

$5,000 under SlO,GOO 

PATERSON-CLIFTON-PASSAIC 

$1,000 under $2,0()0 
$2,000 under $3,000 
$3,000 under $4,000 
$4,000 under $5,000 

TOTi\L UNDEP. $5,000 

$5,00 under $10,000 

TRENTON 
$2,000 under $3,000 
$3,000 under $4,000 
$4,000 under $5,000 
TOTAL UNDER $5,000 

$5,000 UNDER $10,000 

NUMBER OF RETURNS 

11,265 
20,823 
16,487 
201672 

71,224 

92,849 

6,850 
28,691 
48,232 
42,186 
54,451 

180,410 

238,373 

30,549 
23,051 
24,069 
25,681 

109,280 

152,782 

11,225 

18,193 
29,419 

35,205 
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TAX DOLLi~RS PAIU 

$ 8421000 
3,618,UOO 
4,560,000 

10,351,000 

19,385,000 

73,281,000 

$ 41,000 
.. 2,373,000 

9,062,000 
13,401,000 
21,735,000 

46,613,000 

170,397,000 

2,510,000 
4,379,000 
7,811,000 

11,072,000 

25,832,000 

119,590,000 

$ 1,597,000 

6,708,000 
8,305,000 

28,488,000 
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'!'" in1pt>:··•' .ln :1drlil"ion;il J"Pgressivc~ s:1Jes t.ax hike on top of thi ~ 

disproporti(>J"<;ll.v c·o:np!t~X i.s t·o blend an cconnrllic fallacy with a nH,ral 1njusti•.:c. 

Tht-' only clf';l r ;uH>Wt!I' to l.ht~ fisc;tl problf,rns nf 011r ~.;lat:t:s and their 
lar~er cities is fnr ih·· Congress to launch a prograrn of substa11tial fedE:r;;l a.id. 

While the w~u· in \ iet N:1.m drags on, and as our Defense budget and 
rnilitarr exp.:·nditures approxin1ate half of our total national budget, it appears 
unlikely that Congrt:>st> wiJl l,e so disposed. 

The L;AV/ believer:;, however, that the need for federal aid is imperative 
and to refrain frorn taking the necessary steps to ensure it, leaves our states and 
cities alone, facing a ,Ul·cat in-ner peril. Hence, it is our contention that no 
existing taxes should be :..·aisP.d, nor should any new taxes be levied until our 
federal defense budget is sharply curtailed and the extravagant waste of our 
military appropriations completely eliminated. 

The hilli0ns of dolhrs thus saved can be returned to the states for 
the rnonurnental joi) of resurrecting our cities and their citizens. 

There are interesting statistics to offer to contemplate the possibilities 
under this plan. 

For example, if the war in Viet Nam had been brought to an end in 
1966, the funds which New Jersey residents paid in federal income taxes in 
1967 for military appropriations could have been returned to Trenton . 

In 1 9i-7, the federal budget was $150 biLlions. The Defense budget 
for that year ·.vas $75.5 billions, or n;ore than 50%. 

I.l1. 196 7, I\' ew Jersey residents paid $2. 8 billions in federal income 
taxes, of which ha.lf, $1. 4 billions was aHocated to the defense budget. 

If these Lmds of $1. 4 billions had been returned to New Jersey, 
anyone of the following possibilities exist. 

1. New Jersey could finance its total governmental operations for one 
whole year, without raising a single penny of any taxes whatsoever. 

2. New Jersey could repeal the existing 3¢ sales tax and still have 
sufficient existing resources to operate the state government for 5 more years. 

3. New Jersey could retain its existing tax structure and still expand 
significantly its prr)gram of benefits for its citizens in education, welfare, 
highways, and related progr<1.ms. 
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Tltc:· llt'JnrlnH~nt of the Trf'~sHry of the State of New Jersey h;r~ 
buttressed this argument· for further local v<~.lirHty in its First Annual fh~port 
dated April l'l(·t., ,,·hl!n it rc-pol'ted that only 1)0, 000 persnns, or ·5. !..% of the 
State's civili;m labor force, were en1ployed <~.sa direct result of defcnsl: spending. 

New .J ;-'rsey' s wage-earnen; can no longer afford any increase in 
existing taxes, nor the institution of any new tax progran1s. As inflation continues 
to take lar~er bites out of the wage-earners envelope every pay day, his econon1ic 
situation beconH~s p1·og1·essively worse. 

In fact, New Jersey workers are worse off economically tod<ly than 
they were 5 years ago, before the War in Viet Narn was escalated. 

Th~~ heavy drain upon federal resources for Defense and Military 
appropriations -- regardless of how extravagant or useless son1e of the prograrns 
recon1nH~nded by the Pentagon have been -- is causing severe economic re·tersals 
for our citizens. 

As 50% of our federal budget is allocated for defense and military 
programs -- with no attempt to squeeze the waste and fat out of them -- the States 
and our larger urban areas are abandoned and left to their own devices to raise 
sorely-needed funds for local problems. 

The solutionc; offered, such as this proposal to raise New Jersey's sales 
tax from 30:;; to 5o/o, are frequently economically indefensible and morally unjust. 

Wtih wage- earners 1 resources totally committed for the necessities 
of life and personal fan1ily problems, any attempt to increase these tax burdens 
will inevitabl~r spur the beginning of a taxpayers' revolt. 

The solution to New Jersey's fiscal problems can be found in an 
avenue referred to by Governor Cahill in his Inaugural Address, when he 
discussed the need for huge federal aid for the States. 

Tod~:Y· New Jersey residents pay the 7th highest amount of money in 
federal income taxes, yet rank last of all the 50 states in per capita federal aid 
returned. 

In addibon, the massive war machine for which nur state's residents 
pay so heavily, ha.rely brushea New Jersey residents, as only 3. 2% of the state's 
civilian labor force is employed as a result of direct defense spending. 
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If New Jersey taxpayers were to have returned to Trenton thci r 
share of thL' feder.d tax dnllars which have subsidized the U.S. war machine in 
1 ')('7 -- $1. ·t Billim1s -- our state could: 

a) operate for one year without raising a bingle penny from any 
source whatsoever; 

b) coulrl repeal the 3°/tl Sales Tax and expand social benefits substantially; 
or, 

c) could operate at the present tax level for 5 years without raising any 
additional ftmds. 

In the light of these economic facts, and the imperatives faced by 
the decision-mc:lkers in these volatile times, the UAW is opposed to any 
increase in the Sales Tax from 3% to So/o, or to the levying of any new tax 
program in the State, until the wasteful and extravagant federal defense and 
military appropriations are elin1inated, and these funds are returned to the 
states to lTleet the n1onun1ental needs of our urban population in the fields of 
social welfare, education, employment, housing and other related areas . 
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OFFICIAL BALLOT 
FEDERATION OF NEW JERSEY TAXPAYERS INc. 

P.O. BOX 611 
RAHWAY, N. J. 07065 

V 0 T E F 0 R F 0 U R 0 N L Y 

PLEASE INDICATE YOUR CHOICE OF ISSUES, 
NUMBERING THEM IN ORDER OF PREFERENCE 
FROM ONE TO FOUR. 

v· t~ 
·j '- r 
~~ ~------------------------------------------------------~---

1 /.>/' Tc:>tl/ NO STATE INCOME TAX II 
Promote a Constitutional amendment to prohibit the Legislature ;' 

,'I 
.i 

B 

;cc.. 
I I 

B 

from imposin~ a State income tax without a referendum by the 
people. This legislation was propoAed in 1969 as A.C.R. #35. 

RECALL OF SCHOOL BOARD MEMBERS 

Promote legisl~tion to permit removal of school board members 
by a recall vote throu~h petition. Such legislation would make 
school board members more responsive to the voting public. 

REDUCE WELFARE 

Promote le~islation to reduce welfare rolls by providing 
vocational training, by residence requirements and by 
thorough investigation of all Aid to Dependent Children cases 
to eliminate abuse of this type of relief. A.D.C. includes 
pavments of taxpayer money to mothers of illegitimate children 
re~ardless of number and re~ardless of present moral conduct. 
We advocate this as a first step in the complete study and 
reform of the welfare system. 

ELIMINATE EXCESSIVE EXPENDITURE OF PUBLIC 
MONEY FOR SO-CALLED "EDUCATIONAL PURPOSES" 

Promote legislation to safe~uard and maintain the electorate's 
right of final, decisive and mandatory power over school budgets. 
"Education" has become the "sacred cow" of governments. School 
budgets now consume more than 50% of the property tax dollar. 
Money is being wasted teaching frivolous, non-essential subjects, 
on bussin~, on salaries and on unnecessarily elaborate school 
facilities. Su~h legislation will result in reduced budgets in 
keeping with the peoples' wishes. 
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ROTE: 

BALLOT C 0 N T 1 N U E D 

ELIMINATE PRESUMPTIVE W!LPARE 

Under the present law, when a peraon appliea for welfare, they 
are preaumed eliaible until proven otherwiae. Immediate 
benefit• MUST be given without any verification of need. Many 
frauda are-Diing perpetrated under this law. Thia miauae of 
public funds maat be atopped • 

OPPOSE DEFERRED COLLECTION OP PROPERTY TAXES 

Legislation is in preparation, (patterned after legialation 
enacted in Oregon) Which will defer Senior Citizen•' real 
eatate taxea. However, upon their death all such deferred 
taxea would become a State priority claim on the deceaaed 11 
estate. We do not conaider thia good legialation and believe 
a Senior Citizen'• taxea ahould be forgiven, at leaat in part, 
not merely deferred. 

CHURCH AND FOUNDATION TAX R!PORM 

(A) 

(B) 

Promote legislation to levy 
exempt foundations. 
Promote legislation to levy 
owned enterpriaes Which are 
with private bustnesa. 

taxes on presently tax-

taxea on those church 
in direct competition 

PROPERTY TAX REDUCTION ~_, 

High property taxea reault from excesaive spending. At leaat 
95% of all property taxea are levied by local government•. 
The Federation offers to bring to the attention of member 
groupe the ways in which local government• are waatin& 
taxpayers' money. It alao offer• to aupply advice and aid 
in eliminating such waate. In addition, billa propoaed in 
Trenton engendering increaaed property taxea would be expoaed 
and opposed. 

lf voting on this issue croas out 
either (A) or (B) or neither depending 
on the poaition taken by your group. 

RETURN TO: 

V(f'tiNG RIGHTS 
Federation of New Jersey Taxpayer• Inc. 
P. o. Box 611 
Rahway, New Jeraey 07065 

Large Group• • • • • • • 16 
Medium Sized Groupe ••• 12 
s .. ll Groupl • • • • • • 8 
Individual M.mber• • • • 1 

Not later than December 31, 1969 
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NORTH JERSEY PRINTING PRESSMEN, 

ASSISTANTS & OFFSET WORKERS UNION 

local 31 

804 CLINTON AVENUE NEWARK, N. J. 07108 

f..-i;'. . • . • 't?Korte 
C~12ir~nr1n ~c'\~!:::U_t1::,Pe "'n · 1 ..,~ • .-

·~-n1,.7 J-~-::,rsc: ... :~ L..,t.p ~Jc --~~: ... :·~_.1L~'! 
~--~tir. :·:tate :::,~--~_sc 

.:!!_? :~rorj·~-~;Jcd . ;.t?::-:s~.-~ ... c; to ~-~lir"~i nat0 salAs ta .. x c.:"':er:1rY~~ o11s 
for .:.>.clv"'rt is·i.n,~ :~::-,t'c'ri.Clls ?nd for purchases nf mach.i. ne:-y 
and eC}uipmeJ:t used in ~Yrintin:.:; HiD. ::.;eriously hinder nr;r! 

turn en-ray '"';"r:.,:; 1)1l~'ers of :'JrintinG in I!eH Jersey. It has 
t.21:en :1<m}' =-c,.cTR ,f h.:.>.rd F::>l'l<: '~o b~li ld th0 :)ri.ntinz J"'Jin"'b·y 
in lim-; J8rsey o:; () lot of us. If this bill is f'C!Sc;ed. -i_n 
one :~t:roke, :.rou co,J]_r1 SPt t:·tis 1-rorl: -oac1< ~Ylr~rlJr, n:..J.n~y .rc~::;Hs. 

~f ::.~:iS(~.--;, t.:·:j_~ · ·~::::u.:r"'':: \·TOl.J.ld dclstro~"f-' millioJ1s in r!"tnti!;.:~ 
.S3lC2 - rle: t':"OJ :.houscmcls 0f jobs - !JClL 8..'1 end to t"~c r·:c"r:t 
i.l"".1?.~lru: r-f ~:ril-lt~--:~s co~:;netnj~es from ~;G't..r York dnd else1r!·1erc. 

?1-:~ rc:'m'1UG t'~r ;t~c-:te Hill dPrive in incornf: :·rom the ;)rm_•::>c:r-od 
sales tax rv-ill b(: :=;mall compared t0 -~he loss tr:.• ~he ci.+i.Ps 
'-'.nd tcn·"':117~1ere our Pl2nts arelocRtec1. I ~-mH.:. i).:l'.e're -r.'nt 
you ccnlld pass this bill i:r true cons~iFOYlce and justi.c0 to 
the ;-'eople of +.he ?,t::-.te. 

'!hil0 other ~·t.:::+.es recc·.-cr:.i ze thi8 nroblem ~'nrl '1akro e~:c:?T'·"c,io::s, 

I c<'in 't believe ;,rou \:o1lid not cor1s.i.der ~his. I r:::.;k, as 
Secretar:y of L0~2l 31 (?rintin~: r.:;ss:-:~en) -<;:,'-;;-1t you s u:':'oTt 
us in 0'_'1' re2l crv:.ccrn; F.<:-:.t :/ou 1J:nderst~.nd ~md co;'ls:~J;er 

the ;;e".rs it took to re-build ow il"dustr~'. Plec:se den 't 
cc:-J:'ll.:re us fo,~ rloin~ a ·~ood .~ob for l:ew -h'rsey. DP1ete 7,hj_ s 
:ne?-::'JTJ O'.lt. of '.1-tP pro)Jcsed tax l--ill. 

iJ.?: fno 

S¥. cor. ely, 
/X~ I . _/ . .vi)~ '._{{_,y-y--. 

'!illiam J. :'flulknr:~r 
'~ec~·c't::lr:·,r 
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FH.\.Nii ,J. Ot'.\.IUNI, .Ju . 
.SENATOR, HUDSON l'OllNlY 

(it() '!''••h<:,'\'AHii o:\.VBNITH 

,)gnsgy CITY, ~BW ,IJ~HStn· 

STATEMENT OF SENATOR FRANK J. GUARINI 
TO SENATE AND ASSEMBLY JOINT TAX COMMITTEES 
JANUARY 28, 1970 

I am unalterably opposed to the proposal to raise the 

present state sales tax from three per cent to five percent. 

A sales tax is inequitable and regressive -- a tax 

bearing no relationship to ability to pay, but only on the need to buy. 

The proposed increase will make it even more inequitable, and will 

strike sharply at those least able to pay: the elderly, the poor, all 

those on fixed incomes. 

Instead of considering an increase in the sales tax, we 

should be looking forward to the occasion when it can be repealed. 

Much has been made of the need to pass this proposal 

now to alleviate a budget deficit. But we are all aware that the 

deficit will not exist until next year's budget, beginning in July, 

and we have ample time before then to pass good tax legislation--

not just make a bad tax worse. 
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FHA:\'K ,J. (>l'AHI:-\1, .Ju. 
S E N A. T 1.."""'~ R, 1--i l: l' S (l N "-- 1..lll N T 'I 

(;!() )'o.;J.:WAHK ,\YESl'E 

.TEHSEY CITY, :-.;Ew .TEHHEY 

NEW ,JEHSEY SE~ATE 

Passage of this proposal now may lock us in to a 

sales tax irrevocably, destroying the chance of future repeal. 

The accumulation of bad taxes becomes, in time, irreversible 

as we pass the point of no return in our dependency on the 

revenues they produce. 

Passage of this proposal now will also remove the 

pressure for tax reform -- and throughout the state, local home-

0\T'ners now carrying the burden of the nation's highest real estate 

taxes, are looking to all of us for reform. Haphazardly piling bad 

tax upon bad tax is no way to provide that reform. 

Accordingly, I recommend that this proposal be 

rejected, and that the Legislature, with the Governor, declare 

a moratorium on new taxation. This will permit the Governor 

time to reorganize state government, and to carefully weigh 

budget priorities for next year. 

At the same time, the Legislature, working in concert 

with the Governor, should immediately takesteps to bring about a 

major revision of state tax law and policy. A constitutional 

convention would be the best vehicle for such reforr::1, but since 

time is a critical factor, an acceptable alternative might be the 

empaneling of a broad- based commission, representing all facets 
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FHANK ,J. OtTAHINI, ,Ju. 
SENATOR, HUOSON COUNT'r 

(l(() Nl~WAHK AVBNtTB 

.TKHSHY l"ITY, Nnw .h~HSKY 

of our state, to make recommendations on revision of our 

tax structure •.. and to make them before the end of the summer 

so that the Legislature could still act upon them. 

Much of the groundwork for such revision has 

already been accomplished. Various study groups and commissions 

have analyzed our tax problems for years. What is needed now is 

a group specifically directed to make specific recommendations 

for consideration by the Legislature. 

In our state, few problems are as serious as the 

entire question of state tax policy. In fact, there are many who 

feel that at the heart of our urban crisis in our cities lies the basic 

inability of cities to sustain themselves on the real estate tax alone. 

When the present sales tax was enacted, it was packaged 

as a palliative for this problem. But instead of lowering property 

taxes, those taxes continued to increase. 

This is traditionally the result when legislative bodies 

act too rapidly to pass ill- conceived, ill- thought- out, and 

ill- enforced tax meas11res. 
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FH.\:Sii ,J. (Jt'.\HJ:SJ, ,Ju. 
SEN -\T.._"'~R, H l' l"~S..._"'' N ..._-("'~ll N T't 

(itO ~BWAHK .\YHSl'E 

,lJ.;usu:y CITY, ~EW ,JEHSEY 

NEW .JEUSEY SE!'OATE 

We are now being asked to do the same thing again. 

I respectfully submit that we should have learned by now from 

our past mistakes, and that we should reject this proposal. 
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SOUTH JERSEY CHAMBER OF COMMERCE 
NORTH PARK DRIVE. PENNSAUKEN. NEVIT .JERSEY 08108 

18081 884-3400 

STATEMENT OF LEROY S. THOMAS 
REPRESENTING THE 

SOUTH JERSEY CHAMBER OF COMMERCE 
BEFORE THE NEW JERSEY 

GENERAL ASSEMBLY TAX COMMITTEE 
JANUARY 28, 1970 

The South Jersey Chamber of Commerce, representing 

550 businesses employing over 100,000 individuals, located in 

Burlington, Camden, and Gloucester Counties, respectfully submits 

the following statement concerning the proposed deletion of the 

present exemption from the sales tax for machinery and equipment 

used in manufacturing as contained in Assembly Bill 416. 

Without commenting upon the financial needs of the 

State, the South Jersey Chamber of Commerce has very serious 

reservations as to the desirability of including business 

machinery and equipment in the State Sales Taxo 

Imposition of this tax will make it even more difficult 

for New Jersey to attract new industry to our State or encourage 

existing industry to expand. Presently, our neighboring States of 

Pennsylvania and New York, both of which have sales tax, have 

very deliberately exempted machinery and equipment from their sales 

tax. The State of Delaware does not have a sales tax. It is 

obvious, therefore, what impact the imposition of a sales tax on 

machinery and equipment would have on the competitive position of 

our State in respect to attracting new industry. In fact, the 

publicity attached to the New Jersey Legislatures consideration of 
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this new tax may very well be seriously predjudicing our States' 

competitive position. 

It has become alarmingly evident to those involved 

with the economic development of our State that for a number of 

years there has been a critical trend to utilizing our remaining 

land resources for the location of warehouse facilities rather than 

for manufacturing facilitieso This utilization of our space for 

warehousing results in far fewer job opportunities, greatly reduced 

tax ratables, and contributes far less to the economic well being 

of our communities. Statistics will bear out the fact that our 

inability to attract and retain manufacturing industries has 

resulted in our State being well below the national average in 

increased employment in manufacturing industries and the production 

of durable goods. It is sincerely believed the proposed tax will 

further the decline of our State in these respects and thus become, 

truly, a self-defeating tax and source of revenueo 

It is believed time will permit this Legislature to 

consider alternative sources of tax revenue which will not stifle 

the industriaJ. development of our State. 

We also feel it necessary to call to the attention of 

this committee the fact that several of our members have informed 

us of the disastrous economic impact on their competitive position 

if the sales tax exemption on advertising materials is removedo 

We thank the members of this committee for their courtesy 

and attention. 
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President 
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