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WILLIAM T. CAHILL 
GOVERNOR 

STATE OF NEW JERSEY 

OFFICE OF THE GOVERNOR 

TRENTON 

TO THE LEGISLATURE 

I am pleased to submit herewith the Sixth Annual Economic Report 
of the Economic Policy Council and the Office of Economic Policy. 

In its consideration of topics of concern to the economic welfare of 
the State, the Council has devoted considerable attention to the financing 
of education, one of the larger and rapidly growing components of the State 
budget. Its primary attention was devoted to the prevention of inequities 
and to examining provisions required to assure full educational opportuni­
ties. Other topics analyzed include the significance of some fast-growing 
services industries in the State and changes in commuting patterns. 

The Council reports that economic prospects for New Jersey in 197 3 
are encouraging, with the expectation that the momentum of last year's 
expansion will continue, providing more jobs and higher living standards. 
The problem of unemployment persists and is being explored jointly by 
the Department of Labor and Industry and the Economic Policy Council. 
Their initial conclusions, indicating the role of declines in manufacturing 
jobs, are included in this report. 

Respectfully, 

Governor. 

March 23, 1973. 
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HONORABLE WILLIAM T. CAHILL 

Governor) State of New Jersey 

DEAR GOVERNOR CAHILL: 

March 30, 1973. 

The Economic Policy Council has honor to transmit its Sixth Annual 
Report in accordance with Chapter 129 of the New Jersey Laws of 1966. 

This year's report concerns itself with some of the fundamental eco­
nomic issues facing our state, in part reflecting overall developments in the 
economy of the nation. In particular, the report describes the results of 
studies of service and manufacturing activities in New Jersey, and their 
relation to employment in the state. There is also a discussion of the eco­
nomics of public higher education in New Jersey-an area that is likely to 
continue to be a critical component of the State's budget. 

As it has done in the past, the report also contains the Council's state­
ment of the economic outlook for the year before us, a statement originally 
released through your office last December. 

The Council has now resumed its full strength with the appointment 
of Lester V. Chandler to fill the position left vacant by Monroe Berkowitz. 
We are also very pleased to have been joined by Peter Bearse as the first 
full-time economist to serve with the Council. With his able assistance the 
Council will now be able to serve your administration and the Legislature 
on a more regular and continuing basis. 

We also wish to take this opportunity to acknowledge the very gen­
erous assistance of several individuals and departments in our past year's 
endeavors and especially the preparation of this report. As in the past, the 
assistance of the Department of Labor and Industry has been invaluable, 
especially that of Dr. Arthur O'Neal, Director of Planning and Research. 
Henry Watson and the Office of Business Economics also contributed greatly 
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I 

REVIEW OF THE ACTIVITIES OF THE 
ECONOMIC POLICY COUNCIL* 

The year since the last annual report has been 
an eventful one for the Council. Before turning 
to the nature of its activities proper it is ap­
propriate to report on some major personnel 
changes. The first of the two unfortunate 
changes was the resignation of Monroe Berko­
witz after some five years of dedicated service on 
the Council. One of the initial members of our 
group, over the years he contributed greatly to 
its workings. Later in the year Harry Stark, who 
has served as director of our office and has in 
effect, though not in name, been a full member 
of the Council since its inception, left on a well­
deserved leave of absence from his university 
and, concurrently, from the Council. He has 
served most effectively as our executive officer 
and we hope that after his return he can be in­
duced to work with us again. Certainly we have 
missed both of them greatly. 

It is, however, most gratifying to report two 
excellent additions to our group. Nearly a year 
ago, after a protracted search, we were able to 
persuade Peter Bearse to join our group as the 
full-time economist of the Economic Policy 
Council. 

Second, as the replacement for Monroe 
Berkowitz the Governor has appointed Lester 
Chandler, whose outstanding reputation hardly 
needs to be expanded upon. 

During the year the Council found itself in­
volved in a broad range of activities. Early in 

this period, in a cooperative effort with the 
State's Environmental Protection Agency, it 
helped to complete the drafting of an effluent 
charges bill. This proposed act is now before 
the New Jersey Legislature. The act is intended 
to induce more efficient utilization of the State's 
waterways, and to induce those who discharge 
wastes into them to reduce their emissions in a 
manner that is efficient and as inexpensive as 
possible to society. The bill is designed as a 
supplement rather than as a substitute for cur­
rent regulations and we believe it will strengthen 
significantly the State's environmental program. 

The Council was also involved in the analysis 
and evaluation of the tax reform program de­
signed by the Tax Policy Commission. The fate 
of these proposals makes further discussions of 
this activity rather pointless. 

A substantial part of our time was spent on 
the financing of education, one of the larger and 
most rapidly growing components of the budget 
of the State. Among the issues to which a great 
deal of attention was devoted was the potential 
role of a loan program to students as a means 
to help them bear their share of the growing 
costs. The financial implications for the State 
of this method of financing have been explored 
at considerable length. But our primary atten­
tion was devoted to the prevention of inequities 
and the foreclosing of educational opportunities 
that can arise from a program that is designed 

•Prepared by Dr. William Baumol, Chairman, Economic Policy Council. 
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poorly. We have examined what provisions are 
required to assure full educational opportunities 
to the impecunious, to minimize any regressivity 
and to protect the interests of public educational 
institutions. 

We have also spent time on a number of other 
topics important for the economic welfare of the 
state. The problem of unemployment in New 
Jersey, and in the central cities in particular, 
the strategy of timing of Bond financing, etc. 
On all of these we offered our suggestions to the 
Governor and the members of his cabinet most 
directly concerned with the issues. 
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Finally, we prepared, as we do every year, our 
Economic Outlook Report for the State of New 
Jersey, which is included in this Annual Report. 

With our somewhat expanded staff we feel we 
are now able to carry out our tasks more effec­
tively than before and to broaden the range of 
matters to which we can devote our attention. 
As a result, we expect in the next year to in­
crease the scope of our activities and to be able 
to deal more promptly and effectively with the 
issues as they arise. 



II 

REVIEW OF THE NEW JERSEY 
ECONOMY AND FORECASTS FOR 1973* 

THE NEW .JERSEY ECONOMY IN 1972 

The New Jersey economy followed an expan­

sionary course in 1972, as forecast a year ago by 
the Economic Policy Council. Unfortunately, 

the pace of advance lagged behind that nation­
ally and unemployment failed to show the 
anticipated decline. A major factor in the per­
sistence of high unemployment was the con­
tinued sluggishness of manufacturing activity. 

Most Broad Indicators Pointing Up 

Though rising somewhat less than nationally, 
New Jersey's personal income appears on its way 
to a total of $38 billion for the full year of 1972, 
an increase of 8.2 percent over 1971. Retail sales 
have been running 7 percent ahead of last year's 
pace and there have been substantial gains in 
checkbook spending, construction contract 
awards, and the number of new business incor­
porations. Electric power sales to large indus­
trial and commercial users have also been rising, 
though only moderately because of the lagging 
rate of recovery of industrial production. Aside 
from labor market conditions, one of the more 

disappointing developments in 1972 was an up­
trend in the number of business failures, which 

had declined in 1971. 

Employment Expands But Not Enough 

Nonfarm wage and salary employment in­
creased in New Jersey during 1972, reaching a 
record 2,633,400 in October, after seasonal ad­
justment. Compared to the same time last year 
it was up roughly 40,000 thanks to expansion in 
trade, state and local government, and other 
service-producing activities. 

The growth of employment over the year has 
not been large enough to remove unemployment 
from the agenda of priority problems. In fact, 
New Jersey's unemployment rate (seasonally ad­
justed) has been on a plateau for nearly a year 
and a half, after rising from 4.4 percent in 1969 
to slightly over 7 percent in June 1971. Though 
it showed an encouraging dip to 6.7 percent in 
November 1972, based on preliminary estimates, 
it will average about 7 percent for the full year 
of 1972, approximately the same as in 1971. 
Nationally, unemployment has been declining 
moderately over the past year. The reason for 
New Jersey's failure to share in this improve­
ment appears to be the lagging performance of 
the State's manufacturing sector. 

Manufacturing-Lagging but Hopeful 

New Jersey's manufacturing sector has been 
in a serious slump over the past three years, with 

*"The New Jersey Economy in 1972" was prepared by Dr. Arthur J. O'Neal, Director, Division of Planning and Re­
search-Department of Labor and Industry, State of New Jersey. 
"The New Jersey Economy in 1973" was prepared by Dr. William C. Freund, Member of the New Jersey Economic 
Policy Council; Vice President and Chief Economist of the New York Stock Exchange, Inc. 
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an employment loss on the order of 100,000. 
The durable goods sector was hit hardest by the 
recession, with job cutbacks biggest in electrical 
machinery, nonelectrical machinery, fabricated 
metals, and primary metals. The garment in­
dustry was another big loser and there were 
numerically smaller, yet important, declines 
spread over almost the whole range of other in­
dustries. All parts of New Jersey have been 
affected by these cutbacks, but the impact has 
been most severe in such major industrial cen­
ters as the Newark, Jersey City, and Camden 
labor market areas. 

The State has borne more than its proportion­
ate share of the nation's loss of factory jobs since 
1969. New Jersey followed the national trend 
rather closely during the first year or so of the 
slump. Since early 1971, however, the State's 
performance has lagged. Nationally, industrial 
employment leveled off during the first half of 
1971 and then began to recover at a fairly strong 
rate, with improvement pretty much across the 
board. In contrast, New Jersey's employment 
decline continued much longer-into early 1972 
-before leveling off. Also, unlike the nation, 
a generalized factory employment recovery in 
New Jersey is not yet clearly evident. Only a 
handful of individual industries have shown 
significant upturns thus far. These include fab­
ricated metals, instruments, paper, and textiles. 

Prospects at this time, however, do appear 
favorable for a wider manufacturing employ­
ment recovery in 1973. The average factory 
work-week has been fuJly recovered for a year 
and in recent months has been as long as at any 
time over the past two decades-about 41 and Y2 
hours per week. The State's manufacturing job 
vacancy rate has been edging up from a late-
1971 low, and labor turnover rates have been 
behaving as they normally do when activity is 
picking up. All signs point to increased hiring 
in the months ahead. 

Construction-Holding Its Own 

The performance of the construction industry 
in Ne,w Jersey was relatively strong during 1972. 
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Construction worker jobs were about as plenti­
ful as in 1971, though fewer in number than in 
1970 when they were at a record high. The State 
shared in the nation's homebuilding boom and 
there was improvement in some types of non­
residential construction. On the other hand, 
industrial construction remained slow. 

Indicators of planned private construction 
have shown considerable strength all year, ex­
cept for industrial building, which can be ex­
pected to lag until factory activity rebounds 
much more than it has to date. Thus far in 
1972, residential construction contract awards in 
the State have been running 60 percent ahead 
of their 1971 pace and nonresidential awards 
have risen 26 percent despite the slack in factory 
construction. Contract awards in New Jersey for 
heavy engineering construction (e.g., roads, 
bridges) have also been running somewhat ahead 
of 1971, slightly more than can be attributed to 
inflation alone. In all cases, awards have risen 
more in New Jersey than nationally. Though 
the volume of new housing starts may level off 
and public construction across the nation has 
been held in check by restraints on Federal gov­
ernment spending, there should be increased 
construction activity during 1973. 

Service-Producing Activities-Expanding 

The mainstay of New Jersey's employment 
growth over the past quarter of a century has 
been the service-producing sector, which in­
cludes trade, finance, transportation, utilities, a 
wide range of business and personal services, 
and government. Expansion of these activities 
provided roughly 50,000 additional jobs during 
1972, with the biggest increases in wholesale and 
retail trade (20,000) and state and local govern­
ment (nearly 18,000). 

The rise in state and local government em­
ployment was larger than usual, reflecting the 
impact of the Federal Public Employment Pro­
gram which provided funds to create public ser­
vice jobs in areas of high unemployment. Partly 
offsetting this was a reduction in the number of 
Federal government employees in the State, par­
ticularly at post offices and defense installations. 



Some individual service industries, such as 
business services, have shown sluggishness possi­
bly related to the continued effects of the recent 
recession and relatively slow recovery. Others, 
such as retail trade, showed exceptionally strong 
performance as job creators in 1972. Taken to­
gether, service-producing activities cannot be 
faulted for more than a minor share of the State's 
current high rate of unemployment. 

Agriculture 

Weather extremes dominated the 1972 crop 
production season as both rainfall and tempera­
tures significantly reduced the production of 
many crops. Planting of spring crops was slowed 
by rains and persistently below normal tempera­
tures which delayed drying of soils. The State's 
peach crop, the smallest since 1934, suffered 
most from adverse conditions, including exces­
sive rains, freezing temperatures and an unprec­
edented late drop of fruit in July. After rains 
from the tropical storm Agnes fell on soils al­
ready saturated, damage to many field crops, 
vegetables and berries began to mount. Crop 
losses were estimated to exceed 10 million dol­
lars. The remainder of the growing season was 
more favorable for crops, and livestock produc­
tion per unit was generally maintained at recent 
years' relatively high levels. 

By the end of the wet spring and early sum­
mer season, crop production was one to two 
weeks later than usual. Growers had difficulty 
maintaining spray schedules and excessive leach­
ing of fertilizers required additional applica­
tions for some crops. The State's hay crop was 
damaged severely because of poor harvest 
weather. Both production and quality were low­
ered. Field corn production for silage and grain 
was reduced because of the dry weather in Au­
gust during the critical stage of ear formation. 
For carrots and several fall vegetables however, 
including cabbage, lettuce and spinach, produc­
tion was greater than in 1971. Favorable de­
mand resulted in potato harvest being com­
pleted earlier than usual with very little of the 
crop moving into storage. Much soybean and 

5 

field corn harvesting has been delayed because 
of late fall rains and wet fields. 

Estimated cash receipts from farm marketings 
in 1972 for the January through September 
period totaled $177 ,300,000, 6 percent below 
1971. Generally improved prices for livestock, 
livestock products and crops have been more 
than offset by sharply lower production and by 
higher production costs due to increased costs 
from adverse growing conditions and higher 
prices paid for farm inputs. Production losses 
resulted in farmers qualifying for government 
disaster assistance funds in several areas. 

Cash receipts from farm marketings in 1971 
totaled 240.1 million dollars and compared with 
246.9 million dollars in 1970. Net farm income 
in 1971 totaled 40. 9 million dollars and com­
pared with 48.9 million dollars in 1970, down 
16 percent. Total farmland continues to decline 
as economic pressures impel sales for other uses, 
and the average size of those units remaining 
continues to increase. The composite Index of 
New Jersey Prices Received by Farmers to 
United States Prices Paid at 64 was 7 percent 
below 1970 and the lowest of record as increased 
costs continued. 

On balance, the lower production for most 
crops in 1971 and increased production costs 
were only partially offset by significantly higher 
average prices received by farmers. 

THE NEW JERSEY ECONOMY IN 1973 

The business picture is very strong at present, 
both nationally and in the State of New Jersey. 
Prospects for 1973 are equally encouraging. 
The Economic Policy Council expects the mo­
mentum of expansion to continue throughout 
the coming year, providing more jobs and 
higher living· standards. Although inflation has 
not been defeated, we anticipate no new upsurge 
in 1973. 

The economy of New Jersey has shown con­
siderable strength, particularly in retail trade, 
construction, finance, and communications. 
However, employment has lagged behind the 



national picture, with the result that the unem­
ployment rate in our State has been excessively 
sticky. This experience raises a number of ques­
tions, which are being explored jointly by the 
New Jersey Department of Labor and Industry 
and the Economic Policy Council. The conclu­
sions of their analysis 1 will be reported in the 
near future as they become available. 

We begin our analysis with a brief summary 
of the national economic outlook, followed by 
our forecast for the State. 

The National Economic Outlook 

A well-balanced and sustained economic ex­
pansion is under way which promises to roll 
along right through next year. 

We expect gross national product to climb 
$110 billion next year, on top of an estimated 
$100 billion gain this year. These figures trans­
late into a 9Y2 percent growth rate in 1973, of 
which approximately 6 percent will reflect real 
growth and 3Y2 percent inflation. All major 
sectors of the economy are expected to fuel the 
expansion. 

Consumers have clearly loosened their purse 
strings and are now spending more freely. Busi­
ness outlays are also heading higher, with plant 
and equipment spending expected to rise 10-12 
percent in 1973, about the same percentage in­
crease as this year. Inventory buying will also 
be rising as a rapid pace of final sales requires 
heavier inventory stocking. Government out­
lays at all levels are likely to increase. 

The Economic Policy Council expects the 
U. S. balance of payments to improve and the 
dollar to strengthen internationally. Last year's 
dollar devaluation will have a delayed effect in 
stimulating U. S. exports and limiting the 
growth in imports. Moreover, U. S. inflation is 
now under better control than in most foreign 
countries. 

Corporate profits should reflect the stepped up 
pace of activity. Higher volume, some price in-

creases, and a reasonably good hold on unit 
labor costs are expected to produce a 13 percent 
hike in after-tax profits. 

National unemployment, although continu­
ing as an economic and social problem, is ex­
pected to drop to the 5 percent level in 1973, 
which would constitute a measurable improve­
ment over recent years. 

Inflation is expected to continue at a 3Y2 per­
cent rate, just slightly above the percentage for 
1972. 

The Outlook for New Jersey 

The national business upswing is being re­
flected in the economy of New Jersey. Except 
for a relatively sticky unemployment rate, which 
has hovered over 7 percent since mid 1971, 
broad measures of business are advancing. Re­
tail sales are registering new highs each month 
and Christmas retail sales are up, and construc­
tion expenditures have surged. Only manufac­
turing employment has been lagging behind the 
nation, and as noted, this phenomenon is re­
ceiving careful study with a view toward some 
new policy initiatives. 

Whatever the problem behind the State's lag 
in manufacturing employment, an upturn in 
factory jobholdings seems on the way. The fac­
tory work week, now averaging 41 Y2 hours, can­
not be extended much further. As factory activ­
ity picks up, more ne'v workers will be required. 

Construction jobs in 197 3 will become more 
plentiful. Though the tremendous surge of 
homebuilding during 1972 will not be repeated, 
any slack will be picked up by the expansion of 
non-residential construction. 

The improvement in our foreign trade bal­
ance should benefit the State of New Jersey. 
Moreover, spending in the services sector will 
reflect the rising proportion of services in the 
State's total gross product. 

As we see prospects, the Gross State Product 
will rise about 9 percent, from $46 billion in 

1 See Chapter VII for a detailed analysis of employment and unemployment in the manufacturing sector. 
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1972 to $50 billion in 1973. Total personal in­

come in the State is expected to reach $41. 4 
billion next year, up from $38.0 billion in 1972. 
On a per capita basis personal income should 
reach close to $5600. Average income per house­
hold is projected at about $18,000. 

With the economic expansion rolling along 
and still gathering strength, there is little risk 

7 

of either the national or New Jersey economy 
running out of steam. On the contrary, national 
policy needs to be alert to signs of overheating 
as we come closer to the limits of our productive 
capacity. For the State of New Jersey, the risks 
of excessive expansion are less because of a rela­
tively abundant supply of labor and plant ca­
pacity. An improved prosperous economy seems 
ahead for 1973. 



III 
THE ECONOMICS AND FINANCE OF 

PUBLIC HIGHER ED{JCATION 
IN NEW JERSEY* 

How should higher education be financed? 
What should be the relative roles and responsi­
bilities of governments at all levels, of the stu­
dents themselves, and of the families of the 
students? In what ways, if at all, should present 
methods of financing higher education be 
changed? What should policies be with respect 
to tuition and student fees, to grants-in-aid, and 
to various possible types of student loan pro­
grams? Such questions are faced by both pri­
vate and public institutions of higher learning 
and pose important and difficult issues in public 
policy. 

A major reason for the widespread interest 
in such questions is the very large increase in 
expenditures for higher education during the 
past two decades and the prospect of still more 
increases in the future. Though expenditures 
by the federal government and by students and 
their families have also increased, we shall con­
centrate here on such expenditures by state and 
local governments. 

Past Experience: 

The increase of these expenditures has been 
a nationwide phenomenon, though the extent 
of the increase has varied from state to state, 
and it reflects both large increases in the number 

of students in institutions of higher learning 
and in expenditures per student. As indicated 
in Figure 3-1, the number enrolled in college 
nationwide increased by 1,356,000 or 61 percent, 
between 1950 and 1960, and then rose another 
3,844,000, or 108 percent, between 1960 and 
1970. Thus, the total increase from 1950 to 1970 
was 5,200,000 or 235 percent. These increases 
reflected both a large rise of the number of peo­
ple in the college-age group and an increase in 
the fraction of this group enrolled in college. 
For example, between 1960 and 1970, the num­
ber in the 18-24 age group rose by nearly 53 
percent, and the percentage of this age group 
enrolled in higher education rose from 23 to 
31 percent. 

The number of students enrolled in higher 
education from N. J., rose from 85,787 in 1950 
to 248,216 in 1968, an increase of 189.3 percent, 
compared to an increase of 153 percent for the 
nation. The percentage increase in the number 

of students enrolling in publicly supported in­

stitutions of higher learning in N. J. (265 per­
cent from 1960-70) has been well above the over­
all national average, primarily because it was in 
this period that the state and some of the local 

governments began to accelerate their efforts to 
provide more facilities for higher education. 

*Prepared by Peter Bearse, Office of Economic Policy. with the assistance of Dr. Lester Chandler, Economic Policy Council. 
Richard DiFedele, Summer Intern-Office of Economic Policy, was of great help in preparing some of the basic data series. 
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FIGURE 3-1 

COLLEGE ENROLLMENTS IN THE UNITED STATES 
(In Thousands) 

Year 

1950 
1960 
1965 
1970 
1975 
1980 
1985 
1990 
1995 
2000 

Actual 

2,214 
3,570 
5,675 
7,414 

E-1 

9,700 
11,449 
11,854 
12,465 
14,031 
15,682 

Projections 

E-2 

9,147 
10,284 
10,207 
10,397 
11,416 
12,619 

Source: Bureau of the Census, Current Population, Reports, Series P-25, Number 473, pp. 11-12. 

State government expenditures for higher 
education in New Jersey have increased twice 
as fast as enrollments over the period 1965-1973. 
Enrollments 1 have doubled and state appropri­
ations2 for higher education have quadrupled 
since 1965. The rate of increase of total state 
and local government expenditures for higher 
education in New Jersey is certainly higher than 
indicated by the state figures alone. Two-year 
community colleges have had the most rapid 
rate of expansion, and a significant portion of 
their revenues are from local sources (27 percent 
in 1970-1971). 

For the nation as a whole, state and local gov­
ernment expenditures on higher education rose 

from less than $1.1 billion in 1952 to nearly $2.8 
billion in 1960, to $10.9 billion in 1970, and to 
nearly $12 billion in 1971. Figure 3-2 shows 
that while enrollments rose 235 percent between 
1952 and 1970, state and local expenditures for 
higher education rose 922 percent. 

For the faster rise of such state and local ex­
penditures there have been several interrelated 
reasons, of which the following appear to be the 
most important. (1) The greatly increased role 
of state and local governments in providing 
higher education. Only a small part of the total 
increase of students in post-secondary institu­
tions was absorbed by new private colleges and 
by increases of enrollments in existing private 

FIGURE 3-2 

PERCENTAGE CHANGES IN ENROLLMENTS IN HIGHER EDUCATION AND IN 
STATE AND LOCAL GOVERNMENT EXPENDITURES FOR HIGHER EDUCATIONt 

Period 

1950-1960* 
1960-1970 
1950-1970* 

*For State and Local expenditures, changes are from 1952. 
tU.S. as a whole, 1950-70. 
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Change in 
Enrollments 

+ 61 
+ 108 
+ 235 

Change in Total 
State and Local 

Expenditures 

+ 160 
+ 292 
+ 922 



institutions. Most of the increase was absorbed 
by expanding enrollments in existing public in­
stitutions and by the creation of new public 
junior colleges, 4-year colleges and university 
campuses. As total enrollments continue to in­
crease, this trend toward greater reliance on 
publicly-supported institutions will almost cer­
tainly continue, for few private institutions are 
in a position to expand proportionally. (2) Gen­
eral price inflation. The increase in the general 
price level from 1952 to 1970 was 47 percent as 
measured by the consumer price index and more 
than 50 percent as measured by the GNP price 
deflator. Both indexes show increases of 32 per­
cent from 1960 to 1970. (3) An increase in the 
real cost of higher educational services as these 
costs, in terms of money, rose faster than the 
general price level. For this, two principal forces 
were responsible. (a) After about the mid-1950's, 
wages and salaries of those employed in institu­
tions of higher learning rose not only faster than 
the general price level but also faster than wages 
and salaries in general. Prior to that time, aca­
demic wages and salaries had lagged behind the 
increase in the cost of living. However, during 
the period of acute shortage of academic per­
sonnel, these wages and salaries rose rapidly. 
Now that the shortage is less acute, wages and 
salaries of academic personnel are unlikely to 

rise much faster than wages and salaries in gen­
eral. (b) As in other service industries, produc­
tivity per worker in higher education rose less 
rapidly than in the economy as a whole. In the 
absence of some unexpected breakthrough in 
teaching technology, this trend is likely to con­
tinue into the future. 

The Future: 

Enrollments in institutions of higher learning 
are almost certain to continue to rise through 
most of the rest of this century, though the rate 
of the increase cannot be predicted with cer­
tainty. Only one foreseeable event could bring 
an absolute decline of enrollments-a sharp in­
crease in real tuition and other costs to be borne 
by students and their families. However, even 
if this occurs, its aggregate (though not distri­
butional) retarding effect will almost certainly 
be offset by other forces, such as the continuing' 
increase in the population of college age3, the 
continuing increase in real income per capita 
and per family, and some increase in the percent­
age of the college-age population desiring post­
secondary education. The latter part of Figure 
3-1 presents two conservative projections of col­
lege enrollments in the nation as a whole. Both 
use the Census Bureau "E" projection of births, 

FIGURE 3-3 

Year 

1970 
1975 
1980 
1985 
1990 
1995 
2000 

........ 

....... 

....... 

........ 

........ 

NEW JERSEY ENROLLMENT PROJECTIONS 

Undergraduate Percent Increase 
Total FTE FTE (Undergraduate) (Total) 

255,450 227,050 
339,435 305,635 1970-1980 66.l 63.6 
417,950 377,050 
492,000 393,418 1980-1990 1.3 

382,000 
423,000 1990-2000 29.8 
496,000 

Sources: (I) Minimum Projection, Department of Higher Education, State of New Jersey, "Demand for Undergraduate Educa­
tion in New Jersey" (A working paper for the forthcoming Master Plan). These projections are in the process 
of being revised. The minimum series appears to conform most closely to the most recent enrollment patterns and 
New Jersey population projections. (2) The above undergraduate FTE series was extended using the New Jersey 
official population projections (from the Office of Business Economics, Department of Labor & Industry) and the 
following assumptions: (a) The percent of the projected 18-21 population in college rises from 47-50 percent over 
the period 1968-1975 and 50-53 percent over the period 1975-1995; (b) The percent attending full time stabilizes from 
70-71 percent. (It has been declining with the increase in percent of part-time students.) 
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which assumes that on the average each woman 
will give birth to only 2.1 children. This is the 
birth rate which, if maintained for several dec­
ades, would eventually lead to a zero-rate growth 
of population. Projection E-1 assumes that the 
percentage of college-age people attending col­
lege will rise annually at the rate actually ex­
perienced during the period of 1950-1970. Un­
der this projection, the increase from 1970 to 
1980 would be 4,035,000 or somewhat larger 
than the 3,844,000 rise from 1960 to 1970. The 
increase from 1980 to 1990 would be only 
1,016,000, but it would rise to 3,216,000 for the 
period 1990-2000. Projection E-2 assumes that 
the percentage of those of college age who are 
enrolled will rise only about half as fast as in 
the earlier period. The projected increases 
under this assumption are, of course, smaller; 
nevertheless, they amount to 2,870,000 during 
the period 1970-1980, to 113,000 during the 
period 1980-1990, and to 2,220,000 between 1990 
and 2000. Because of the possibility of large net 
migration of people from one state to another, 
it is even more difficult to predict future changes 
in the number of students from a single state 
that will be enrolled in post-secondary educa­
tional institutions. It seems likely, however, that 
such increases in New Jersey, stated in percent­
age terms, will be at least as high as the national 
average. 

The Costs of Higher Education: U. S. Public 
and Private Institutions 

Costs per student will continue to rise, though 
perhaps not as fast as during the past 10-15 years. 
The U.S. data on current expenditures by insti­
tutions of higher education 4 indicate that total 
current expenditures per student increased at 
an annual average rate5 of 8.9 percent for pri­
vate and 5.3 percent for public institutions over 
the period 1959-1960 to 1970-1971. For "instruc­
tional" expenditures only the annual average 
rates of increase were 8.1 percent and 5.4 per­
cent, respectively. In terms of tuitions, the 
much more rapid rate of increase of expendi­
tures by private colleges, and their need to ad­
just tuitions in some fashion to keep pace with 
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the increase has meant a widening tuition gap 
between the public and private sectors. Over 
the same period, the ratio of student charges to 
undergraduates in private to those in public in­
stitutions has increased from 1.86 to 2.13. There 
is some indication that the differential itself may 
now be a factor in the faster rise of costs in pri­
vate institutions as they try to maintain educa­
tional quality in the face of stiff competition for 
enrollments from the lower priced public sector. 

So far, our discussion has been entirely in 
terms of current dollar costs. It is very difficult 
to net out the effects of "inflation" or derive an 
index of real costs for any services-type activity, 
particularly education. O'Neill (1971) has made 
a brave attempt to develop such a series for 
higher education for the period 1930-1967, in­
cluding a crude adjustment for changes in 
"quality."6 Her conclusion is that the real costs 
of higher education have remained approxi­
mately constant over the period. When expendi­
ture series mentioned above are deflated with 
the "services less rent" index, 7 the annual aver­
age rates of increase in expenditures per student 
become: ( 1959-1960-1970-1971) 

Public 
Institutions 

Private 
Institutions 

Total Instructional 

1.0 Percent 1.2 Percent 

4.3 Percent 2.3 Percent 

This index does not take into account changes 
in the quality aspect of higher education. This 
may account for much of the public-private 
differential. Similarly, the differential has little 
to do with instructional costs per se. This makes 
sense, because quality is usually associated with 
the amount of research and similar 'overhead' 
type expenses. These figures suggest a question: 
Are public institutions increasing in quality or 
only in enrollments relative to private institu­
tions? 

In order to derive useful estimates of future 
cost levels, it is necessary to see how and why 
the composition of overall costs is changing. 
The largest single component of cost in higher 
education is faculty salaries. U.S. figures indi-



cate that, for institutions in toto) the percentage 
of "instruction and departmental research"B in 
total current expenditures has consistently de­
clined since 1929, except for a slight rise in 
recent years. This tendency is observable for 
both public and private institutions and for 
New Jersey as well as the U.S. The proportion 
is significantly higher for public than for private 
institutions-in New Jersey, 41.4 percent vs. 26.2 
percent as of 1967-1968. Though we are mainly 
concerned with future cost levels in New Jersey 
public institutions, it is apparent that we cannot 
forecast these by simply extrapolating a trend 
for instructional costs alone. 

First, what are the costs of instruction? It is 
important to try to answer this question com-

pletely apart from the forecasting problem. We 
need to try to assess which costs provide more or 
Jess direct benefits to the student, which benefits 
to a larger community, and which to future 
generations. Unfortunately, there is no indis­
putable answer. There are many joint products 
and joint inputs in education and any allocation 
of costs which attempts to answer the question 
inevitably contains elements of judgment or 
arbitrariness. This category can vary from ~ 
to % of current costs depending on one's defi­
nition. 9 Second, the rate of increase of instruc­

tional costs primarily depends on the supply and 
demand for college faculty. There are lags in 

the mutual adjustment of supply and demand 
for this sort of highly trained labor. This makes 

FIGURE 3-4 

Fiscal 
Year 

COSTS IN NEW JERSEY PUBLIC INSTITUTIONS 
1964/1965 - 1972/1973 

(In thousands of dollars) 

Year-to-Year 
Operating Increase 

Ending Costs 1 (Percent) Total Costs2 

1965 .................. $47,895 $91,985,739 
20.8 

1966 .................. 57,859 106,705,065 
15.9 

1967 .................. 67,064 115,220,473 
20.7 

1968 .................. 80,967 138,674,023 
19.2 

1969 .................. 96,490 164,246,282 
22.4 

1970 .................. 118,061 200,355,829 
18.3 

1971 .................. 139,606 241,406,706 
41.3 

1972 .................. 197,242 271,680,5193 
- 2.3 

1973 .................. 192,8283 328,738,7484 

Year-to-Year 
Increase 
(Percent) 

16.0 

8.0 

20.4 

18.4 

22.0 

20.5 

12.5 

21.0 

1, 2 Operating Costs-include total salaries, total materials and supplies, total services other than personnel, total maintenance 
of property and expenditures for part-time. summer and graduate programs. Auxiliary Services and "additions and im­
provements" are not included. Total Costs-equal operating costs plus auxiliary services expenditures plus appropriations 
for the Agricultural Experiment Station plus net hospital costs plus appropriations for Department of Higher Education 
management, general support of higher education and the State School of Conservation at Lake Wapalanne. 

3 Adjusted Appropriation. 
4 Recommended Appropriation. 

Source: State of N. J.: BUDGET and APPROPRIATIONS HANDBOOK. 
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forecasting rather tricky. All that one can con­
fidently say is that the high rates of increase of 
faculty salaries characteristic of the recent past 
are not likely to continue. One researcher esti­
mates that, over the next two decades, "the num­
ber of doctorates will be sufficient to fill 14 7 
percent of the positions available," in four-year 
institutions.1 o 

The Costs of Higher Education: N. J. Public 
Institutions 

Aggregate total costs for New Jersey public 
institutions have increased over 3 and Y2 times 
and "operating costs"11 over 4 times since 1965. 
These increases have been 1 and Y2 and 2 times, 

respectively, on a per student (FTE) basis. 
There has been a tendency for these rates of in­
crease to slow down over the past few years. 
(Figure 3-4.)12 

The trends for individual New Jersey colleges 
are similar to the national pattern: a slight in­
crease in costs per student (FTE) in "real" or 
deflated dollar terms. Current dollar operating 
costs per FTE, on the other hand, grow expo­
nentially. The rates for individual institutions 
are shown below in Figure 3-5. In most cases 
the rate of increase in enrollments has also been 
a small, though statistically significant, negative 
influence on year-to-year changes in operating 
costs per student. 

FIGURE 3-5 

COST ANALYSES-NEW JERSEY PUBLIC COLLEGES 

Statistical Growth Functions*: 1965-1972 

R2 
Institution (Percent) Constant Annual Rate 

(k) (r) 

Rutgers .................. . 96.0 7.179 0.0774 
Montclair (M) ................. . 86.3 6.6913 0.0566 
Glassboro (G) .................. . 98.4 6.6261 0.0788 
Newark (N) .................. . 95.l 6.6970 0.0577 
Jersey City (] C) ................ . 93.1 6.5447 0.0858 
Trenton (T) .......... . 97.8 6.5945 0.0796 
William Patterson (WP) ......... . 83.4 6.5800 0.0588 

Average== .071, 
or 7.1 % per year 

TOTAL CURRENT EXPENDITURES PER FTE 
AVERAGE ANNUAL GROWTH RATES 

G T 

1954-60 .............. 0.8 -4.0 
1960-67 .............. 4.1 2.6 
1967-72 ... . . . . . . 6.2 8.0 

* C=Aexp (r-b E)t or log C = K + rt-b Et 
Where C=operating costs per FTE; r=annual rate of change; 
E= Percent change in enrollment (FTE); A,K,b=constants. 

Source: BUDGET, State of N. J. and Office of Economic Policy. 
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N JC WP 

3.0 -3.4 -1.7 
3.7 4.9 5.9 
8.6 10.2 7.0 

Sign of 
Change of 

Enrollment 
Coefficient 

(b) 

+ 

+ 

M 

-1.9 
4.5 
4.4 



There is no discernible scale effect on costs 
per student among the public colleges. In other 
words, the variation in costs per FTE in the 
public colleges has no apparent relation to the 
enrollment size of the colleges. They differ 
markedly, however, from Rutgers and Newark 
College of Engineering, the designated "univer­
sity" portion of the State system. As of 1972, 
operating costs per FTE for Rutgers were less 
than two times while FTE enrollments were 
almost four times the corresponding averages 
for the public colleges. Does this mean that 
there are significant scale effects when we look 
from "large" (5,000-15,000) students to "super" 
institutions (25,000 and over)? Hodgkinson's 
( 1971) Carnegie Commission study13 found that, 
indeed, there are significant differences between 
these classes of institutions. The "super" insti­
tutions tend to get the best prepared students, 
graduate larger percentages who will go on to 
more advanced studies, and differ with regard 
to several indicators which relate to institutional 
administration and control. Other studies14 in­
dicate that the probability of a person of rela­
tively low socioeconomic background entering 
a large "university" type institution is much less 
than his probability of entering a 2- or 4-year 
public college. The tentative implication from 
the available literature, therefore, is that from 
the viewpoint of both equity and efficiency, it 
might be better if the public colleges were op­
erated and developed as if they were components 
of a larger, university type system, as is Rutgers. 
This may be necessary over the next phase of 
the Master Plan during which the goal of "qual­
ity and diversification"l 5 could easily conflict 
with that of "equality of opportunity." What is 
missing is a more thoroughgoing analysis of the 
economic correlates of institution size which 
would come to grips with the important policy 
questions. 

Total operating costs for the New Jersey sys­
tem, according to our previous definition, have 
been a fairly constant proportion of total costs 
over the past 6 years (58-59 percent). If "extra­
ordinary" costs are excluded, the composition of 
expenditures among the public colleges is re-

14 

markably similar. There have been no large 
shifts in this composition since 1967. The ear­
lier tendency ( 1954-1967) was one of gradual 
convergence. The "extraordinary" category has 
been the largest and fastest growing component. 
It includes many of the outlays needed for the 
rapid expansion and improvement of the col­
leges after 1966. Similarly, we find the propor­
tion taken up by faculty and administrative 
salaries is quite stable, ranging from 84-88 per­
cent among the colleges since 1965. Student/ 
Faculty (S/F) ratios in the public colleges have 
tended to converge and stabilize within a range 
of 16-17 students per teacher .1 6 This is some­
what surprising in view of the sharp increases in 
enrollments over the past two recades. (See Fig­
ure 3-10.) Significant increases in the S/F ratio 
for the purpose of cost saving are not very likely. 
The resistance of professors and the Master 
Plan's emphasis on increasing educational qual­
ity mav make increases difficult. In any case, the 
economic history of other sectors indicates that 
significant productivity increases arise from a 
substitution of capital or overhead type costs 
for variable costs. One interesting innovation 
of this type is a "learning center" where students 
use a tape library to learn at their own pace with 
little direct teacher supervision. This has been 
successfully implemented at a few engineering 
schools. 17 

Cost Projections-N . .J. Public Institutions 

The figures presented above provide some 
basis for making cost projections. In addition 
to the usual risky features of this type of exer­
cise, the reader should bear in mind the follow­
ing. We want to make projections for the whole 
public system, but the observations showing rela­
tively stable cost/growth patterns pertained pri­
marily to the public colleges. Though the com­
pound growth rate of costs/FTE for Rutgers 
falls within the range for the public colleges, the 
universities should probably be projected sepa­
rately. Also, projections, as an exercise in pre­
diction, are sometimes incompatible with plan­
ning or design. Projections are necessarily based 
on uniformities observed from the past. To the 



extent that our planning goals require signifi­
cant changes in the public colleges then projec­
tions may be of little use. 

Projections are never exact. The materials at 
hand permit us to estimate the probable range 
of costs in 1980/1981, utilizing three alternative 
sets of assumptions. 

( 1) The real cost per FTE will not change over 
the period. The proportion of total current 
expenditures comprising the sum of "in­
struction and departmental research," "gen­
eral administration," and "organized re­
search" will remain approximately constant 
(62-63 percent). The current dollar costs of 
the latter category will rise at about 5 per­
cent per year and the remainder (37-38 
percent)-about 3 percent. 

(2) Extrapolation-based on an exponential 
growth function. The slower rate of in­
crease of operating costs1 s per FTE since 
1969/1970 is assumed to continue. (See Fig­
ures 3-4, 3-5.) Operating costs are assumed 
to stay a constant 58-59 percent of total 
current costs. 

(3) Extrapolation-based on a linear trend used 
in the U.S. publication: PROJECTIONS 
OF EDUCATIONAL STATISTICS TO 
1980-1981. 

tions. Also, the annual rate of increase of faculty 
salaries averaged 4.8 percent from 1948-1966. 
Other costs are assumed to keep pace with the 
Consumer Price Index for New Jersey, whose 
year-to-year changes have averaged about 2.8 
percent from 1947-1972.21 Projection (2) is 
consonant with both expectations and recom­
mended policies2 2 for a slowdown of cost rates 
of increase. The interested reader can judge for 
himself the reasonableness of (3) by referring to 
the methodology of the U.S. "PROJECTIONS 
... ". Our faith in projections usually rises if 
independent estimates tend to be fairly close, 
as are the above. Moreover, the rate of increase 
suggested in the latest MASTER PLAN 2 3, 1.5 
percent net of inflation, yields an estimate close 
to ( 1) if we assume a 3 percent rate of inflation; 
namely about $5,000 total per FTE. 

What do these projections imply for the state 
budget? Let us make two assumptions in order 
to come up with a ball park estimate. ( 1) By 
1980-1981, slightly over 37 percent of total pro­
jected FTE enrollments of New Jersey students 
will be enrolled in New Jersey public institu­
tions. This percent is consonant with existing 
policies; namely that "the proportion of New 
Jersey residents who attend in-state colleges will 
increase from about 55 percent in 1972 to almost 
70 percent in 1985,"2 4 and the competitive po-

FIGURE 3-6 

PROJECTED COSTS PER FTE - NEW JERSEY PUBLIC INSTITUTIONS 
1980-1981 

Operating Costs Total Current Costs 

Base Year19 .............................. . $2,054 

$2,900 

$3,200 

$3,340 

$3,523 

$4,900 

$5,500 

$4,963 

Projection (1) ............................ . 

Projection (2) ............................ . 

Projection (3)20 ........................... . 

Each underlying set of assumptions has a 
plausible basis. It is reasonable to assume that 
the proportions used in (1) will remain nearly 
constant because the shifts in the main compo­
nents have been in opposite, offsetting direc-
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sition of private colleges should not continue to 
deteriorate relative to the public colleges in 
terms of enrollment growth. (2) The state's net 
appropriation 2 5 for higher education will sta­
bilize at about 62 percent and gross appropria-



tion at about 7 5 percent of total costs. (The 
estimated 1972-73 figures are 61.5 percent and 
74 percent respectively). Then (1) and (2) imply 
the following: 

educational institutions. The mix of institu­
tional types should be viewed, within limits, as 
a pattern which, in theory, can be varied to 
bring about certain desired ends. Equal oppor-

FIGURE 3-7 

PROJECTED BUDGETARY IMPACT OF COST INCREASES IN 
N. J. PUBLIC INSTITUTIONS (In Millions) 

Fiscal Year 

1972 - 1973 ........................... 

1980 - 1981 ........................... 

Thus state appropnat10ns for higher educa­
tion are likely to more than double over the 
next eight years but this rate is much less than 
the quadruple increase over the past eight years. 
Furthermore, a comparison with independent 
projections of personal income for New .Jersey26 
indicate that costs per student are unlikely to 
increase faster than personal incomes per capita 
to 1981. This would be a marked contrast to the 
relative increases of the recent past. From 1965-
1972, operating costs per student (FTE basis; 
New Jersey public) increased 1.85 times vs. 
1.54 times for New Jersey per capita personal 
income. Somewhat relaxed rates of change 
may still imply a budgetary problem for the 
state since the New Jersey tax system is relatively 
"inelastic" in relation to the growth of personal 
incomes. (Tax Policy Commission, 1972.) 

Higher Education Goals and Economic Choices: 
The Major Issues 

What is the state's investment in higher edu­
cation meant to accomplish? What are its goals? 
The primary aim is supposed to be "equal op­
portunity." Others may be: to train specialized 
skills, to teach values or abilities of a more gen­
eral nature; to reinforce acceptable patterns of 
behavior, to generate new knowledge via re­
search, to enhance efficiency, to assist private 

Gross Net Percent 
Appropriation Appropriation Increase 
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('73 -'81) 
244.3 202.3 

119.6 
536.5 443.5 

tunity itself can be interpreted in different ways; 
but when we talk of higher education it can be 
given a reasonably well-defined meaning. That 
is, that any person above a certain level of 
"ability" has the same chance as any other of 
obtaining higher education of given quality. 
This may imply that enrollment rates should be 
equalized among children from different socio­
economic groups. 27 With regard to "ability," 
we are confronted with a range of abilities or 
personal qualities which are favored by the com­
munity, not a discrete cutoff point, such as an 
1.Q. of 120 or larger. 

A major reason for the current widespread 
interest in the financing of higher education is 
undoubtedly the heavy impact of past and pro­
spective increases in expenditures for this pur­
pose on the overall budgets of state and local 
governments. However, the size of the impacts 
on state and local budgets is by no means the 
only relevant issue. Even with expenditures of 
a given size, there remain important issues re­
lating to the form of financial assistance and to 
the allocation of benefits and costs among the 
members of the community. 

Government net expenditures in support of 
higher education are of three principal types. 

( 1) Setting tuition and other student fees at 
publicly supported institutions at levels 



significantly below the cost of providing the 
educational services. In New Jersey and 
most other states, this is by far the largest 
component of government aid to higher 
education, and its direct benefits accrue 
only to those who elect to attend a publicly­
supported institution. 

(2) Various types of grants-in-aid to students. 
These can be confined to students in pub­
licly-supported institutions in the state or 
can be extended to eligible students who 
elect to attend other institutions. 

(3) Student-loan programs. These can take 
many forms. For example, they can be de­
signed to be completely self-supporting, or 
to be subsidized in varying degrees. They 
can be short-term or very long-term; and 
so on. 

Even if there were unlimited funds, the vari­
ous goals of higher education could not all be 
made compatible. Quality is not fully compati­
ble with quantity, nor socialization with inno­
vation, nor specialization with generality. Lim­
ited state and private funds enforce even more 
stringent choices. The economic choices in 
higher education are not unlike those in other 
areas; namely: 

( 1) Consumption, or present use, vs. Invest­
ment, or future use; 

(2) Short-run vs. Long( er)-run investment; 

(3) A market, non-market, or mixed economic 
environment; 

(4) If one of the latter, then what form should 
subsidies take? Real or monetary? To in­
dividuals or institutions? To all or only 
some? How allocated between public and 
private institutions? 

The basic questions would seem to be: Why 
the need for subsidies?, and do the goals of 
higher education, by their very nature, dictate 
the type of subsidies to be used? In a nutshell, 
subsidies are required if, without them, too little 
of a good or service would be purchased. This 
occurs whenever a significant portion of the 
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benefits of a good or service do not accrue to the 
individuals who make the purchase, so those 
individuals will be unwilling to commit enough 
of their personal resources for the purpose. 
Neither society nor individuals "consume" edu­
cational services. They are an investment with 
a time horizon longer than any consumer dura­
bles. 

The effects extend beyond a single lifetime or 
generation. The difficulty of the higher educa­
tion investment decision is compounded by 
uncertainty. Although the expected lifetime 
income of someone who completes college is 
significantly greater than that for someone who 
only completes high schoo1,2s there is consider­
able variation around these "expected" figures. 
Also, it is not clear to what extent this expected 
lifetime earnings differential is actually a return 
to college training or the result of any indi­
vidual's socioeconomic background, or starting 
position, in the economic race. The public sec­
tor is confronted with uncertainty also. Though 
the existence of distinctly social benefits to in­
vestment in higher education are generally rec­
ognized, they have neither been enumerated nor 
measured to anybody's satisfaction. Thus we 
lack a clear-cut guideline for what proportion 
of the total cost of higher education should be 
financed by the public sector and what portion 
by families and individuals. 

Any discussion of the subsidies must never 
lose sight of the kinds of ends that they are sup­
posed to serve. These ends, as illustrated above, 
are multiple and sometimes incompatible. Also, 
much depends on how the ends themselves are 
set forth-as abstractions or, meaningfully, in 
terms of actual and desired patterns of economic 
behavior. There is a generally accepted theorem 
in economic policy set forth by Tinbergen.29 
It is: that one needs at least an equal number 
of instruments to achieve a given number of 
economic goals. Provided we have succeeded in 
articulating a complete set of goals, each distinct 
from the other (in the sense of not being joint 
products), we can then infer the number of in­
struments we need but, unfortunately, little else. 
In short, the goals do not dictate the type of 



instruments to be used. We can infer somewhat 
more by observing the behavioral correlates of 
any given goal. Too often, however, one finds 
that people want a set of magic numbers to aid 
their decision-making. They say, give us a set 
of numbers-x,y,z,a,b,-such that the state should 
supply x percent, families y percent, and stu­
dents z percent of the total cost of higher edu­
cation, and of the state's x percent, 'a' percent 
should go to individuals and 'b' percent to in­
stitutions, etc. This is nonsense. vVe can only 
derive useful policy guidelines by observing 
whether various subsidy or institutional arrange­
ment actually promote ends and response pat­
terns that are generally thought to be desirable. 

What would be some consequences of alter­
ing the pattern of costs, prices, subsidies and 
other aspects of higher education finance in 
New Jersey? Unfortunately, we can only ad­
dress many of the issues of higher education 
finance in New Jersey by phrasing the problem 
this way, i.e., by positing hypothetical changes 
and results. We lack needed information on 
actual enrollment patterns and higher education 
financial arrangements for New ·Jersey indi­
viduals and institutions. In some instances, how­
ever, we can draw reasonable conclusions from 
statistics for the nation or other states. 

Let us put aside, for the purposes of discus­
sion, the problem of political feasibility, and 
look at the spectrum of choices imaginable for 
the state of New Jersey: 

(i) Full cost tuition in the public colleges, 
state subsidy only via individual grants; 

(ii) Continuance of a partial subsidy to pub­
lic institutions while levying tuition 

based on some definition of "instruc­
tional" cost; 

(iii) Substitution of part of all of the state 

subsidy to public colleges with an offer 
of expanded, liberalized student loans; 

(iv) Substitution of the state subsidy to insti­
tutions with a combination of loans and 
grants to individuals; 
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(v) Free education and open admissions to 
public institutions; 

(vi) Institutional subsidies with no discrimi­
nation between public and private insti­
tutions; 

(vii) No subsidies to institutions, only to indi­
viduals; 

(viii) Grants or scholarships based on need 
only; 

(ix) Maintain the status quo. 

There are also several alternative types of stu­
dent loan programs; these will be discussed fur­
ther on. 

Increasing Public College Tuitions 

A significant rise in public college tmuons 
without an offsetting increase of grants or sub­
stantially liberalized loans would have the fol­
lowing effects: (a) A decline in the rate of enroll­
ment of students from lower income households, 
and (b) a shift of some potential enrollees to 
private and out-of-state colleges. A sudden rise 
to "full cost" levels which are nearly equivalent 
to tuitions at many private colleges could have 
a profound adverse effect on those public insti­
tutions which have not already been able to 
establish reputations as high quality institutions. 
Neither the best students nor the poorer students 
would be likely to attend. Any attempt to im­
prove their competitive position would require 
higher outlays and higher tuitions but this 
would worsen their competitive and financial 
position over the short run. Assuming that the 
potential student population is growing and 
there is no excess capacity of places in institu­
tions, the real losers, however, would be the less 
affluent students. The resulting scenario would 
look something like this: the less able middle 
and upper family income students would attend 
the public colleges and the more talented stu­
dents from the same backgrounds would go to 
more prestigious private and out-of-state col­
leges. Even an excess supply of Ph.D.'s would 
not alter this picture much, unless they were 



willing to teach in the public colleges for sub­
stantially less salary under less desirable condi­
tions (more and larger classes). 

There are no reliable estimates of the actual 
impact of tuition increases on the attendance of 
lower income students. But given the fact that 
they are much more likely to attend a subsidized 
public college, the burden of proof lies with the 
proponents of tuition increases to show that 
lower income students will not be disadvan­
taged. Rivlin's analysis "indicates that college 
enrollment is highly responsive to changes in 
cost to the student."3o Radner and Miller's 
(1970)3 1 study of high school graduates' choice 
among various alternatives indicates that an in­
crease in public college cost of only $100 implies 
that the probability of a (California) youngster 
going to college decreases by 10 percent. These 
conclusions are supported by a very recent 
analysis of college choice reported from M.I.T.3 2 

which shows that this choice is sensitive not only 
to relative cost but also to distance, or proximity 
of colleges to potential students homes. This 
implies that since public colleges are, on the 
average, the closest colleges to students homes, 
an increase in their costs, forcing students to 
look farther afield, may effectively discourage a 
significant number from attending college at all. 
In general, there is a wealth of evidence that 
(I) the probabilities of attending some college, 
and (2) the probabilities of attending higher 
status or quality colleges-are strongly depen­
dent on a youngster's socioeconomic background. 
One must conclude that it is not a viable alter­
native to charge "full cost" tuition in public 
colleges, or levy a significant increase in tuition 
without also making compensatory adjustments 
in grants or loan programs. 

Subsidies-To Institutions 

Though budgeted on a per-student basis, the 
state support of public colleges and universities 
is actually a subsidy to institutions. There is 
no sound economic or policy reason why these 
types of subsidies should be continued indefi­
nitely. Though it is commonplace that subsidies 
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are provided to institutions or firms, these are 
usually in the nature of performance contracts. 
Government hopes to provide just the added 
incentive via a subsidy to induce some socially 
desirable behavior, good or service which might 
otherwise not be forthcoming at all or to a 
sufficient extent. A good example is the recently 
enacted state program of aid to independent 
colleges. 33 It has been and continues to be 
Department of Education policy to create more 
college places for New Jersey youngsters within 
New Jersey and decrease the proportion that 
find it necessary to attend out-of-state colleges. 
New Jersey now provides subsidies to indepen­
dent colleges which are entirely contingent on 
the number of additional New Jersey resident 
students they admit in any given year. 

One possible justification for discriminatory 
state subsidies to public institutions is analogous 
to the well-known "infant-industry" argument 
in development economics. That is, state subsi­
dies are necessary to expand and improve exist­
ing public institutions or establish new ones. 
This is not a rationale for unending subsidies. 
The state subsidy formulas recognize the need 
for significantly higher state support during an 
institution's build-up phase. Eventually, how­
ever, all public institutions arrive at the same 
formula basis. 

Indefinite subsidization of public colleges by 
the state could prove to be a mixed blessing. 
Due to the inelasticity of the state tax system 
and competition for available funds from other 
departments, there are very real constraints on 
the ability of public colleges to spend for new 
programs, better faculty, and so on, once they 
are past their build-up phase. Among other 
things, this budgetary situation leads to pres­
sures from the state to insure greater "produc­
tivity." The available evidence indicates, how­
ever, that there has been little if any increase 
in the productivity of higher education; that is, 
no decrease in the real costs of a credit hour of 
instruction since 1930.3 4 On the other hand, 
there have been increases in the "quality" of 
higher education, though these are hardly mea­
surable in the same sense as productivity. Unless 



the state is prepared to pour a great deal more 
money into institutional subsidies, its direct sup­
port of the public colleges could prove to be 
more of a constraint than a stimulus to their 
development over the long run. 

Since there appears to be no way to insure 
proper allocation of "direct state support"35 sub­
sidies without inefficient bureaucratic interven­
tion, the state should reorient its subsidy pro­
gram to individuals and well-defined program 
objectives. Program subsidies should be targeted 
to enhance the quality and reputation of New 
Jersey's public institutions, not to provide a 
price-subsidy. Subsidies to individuals have the 
merit of not biasing college choices toward pub­
lic colleges just because they are cheaper. In 
general, a shift of the state subsidy from insti­
tutions to individuals could be expected, over 
the long run, to broaden and deepen the set of 
higher education choices available to New J er­
sey residents. 

Subsidies-To Individuals 

There are many alternative ways of providing 
subsidies to individuals. The main choices are: 

(a) Grants or Scholarships-flat grants or keyed 
to some definition of need; 

(b) Subsidized Student Loans; 

(c) Various combinations of a, b; including­

(i) A maximum grant level, the rest to be 
provided by loans, student earnmgs, 

and family contributions; 

(ii) A maximum loan level such that grants 
are to cover what is left of college cost 
after the maximum loan and other 

sources have been accounted for; 

(iii) A requirement that every student must 

borrow whatever he cannot supply 

from his own or other resources, along 

with a grant program based on need. 

The students could use the offsetting 
grant to pre-pay the loan, or for other 

purposes. 
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The practice of most private colleges is to use 
css:rn formulas to estimate what a student and 
his family can reasonably contribute from their 
own resources, then offer scholarship aid up to 
a point such that the sum of scholarships plus 
own resources covers a certain large portion (say 
75 percent) of the total cost of a given year's 
attendance. 37 The student must find some way 
of raising the remainder, by borrowing or other­
wise. This corresponds to alternative (i), above. 
If one of the standard formulas is used, then in 
practice there is not much difference between 
(i) and (ii). Either grants or loans is a residual 
in that the distribution of one nearly determines 
the distribution of the other. This implies that, 
on the average, lower income students must as­
sume more debt, unless the maximum grant 
were very high and/or the maximum loan quite 
low. What is important is that there be made 
available an overall financial package which in­
cludes both grants and loans. An aid package 
with several interchangeable elements can also 
offset the inevitable degree of arbitrariness in 
grant or contribution formulas. David Storrs 
of Yale's Tuition Postponement Office empha­
sized that aid instruments appear to be comple­
mentary. :is For instance, the introduction of 
their "tuition postponement" option did not 
supplant other student loan or aid programs 
among aid reci pi en ts. 

Shifting the State Subsidy: Effects on Public 
Institutions 

The effects of a shift in the form and distri­
bution of the state's subsidy must be carefully 
examined. Unfortunately, the data are not suf­
ficient for the task and our conclusions, if any, 
can only be tentative. Without some continued 
form of institutional support, the shift might 
place the public colleges at a disadvantage 
within an environment of competition among 
institutions. The "quality" of a college is highly 
correlated with the existence, scale, and quality 
of research along with related graduate or pro­
fessional functions. In many fields, the research 
function is also a valuable complement to in­
struction. (Black, 1972.) These facts suggest it 



would be a good policy for New Jersey to pro­
vide strong support for research functions at the 
public colleges. 3 9 Due to the fact that these 
colleges are too small to support large advanced 
study programs, this would require a carefully 
thought-out pattern of specialization and shar­
ing of research resources among the public col­
leges. The state could use specific subsidies to 
encourage greater orientation of research efforts 
toward issues of public policy and thus increase 
the probability of generating significant re­
turns on its subsidy investment. Schultz ( 1968) 
remarks that "the value of the research function 
has received a lot of puffing but little analysis." 
From the point of view of the public colleges, 
however, ample support for research may well 
be necessary if they are to attract and hold a 
good faculty. 

Altering State Subsidy Arrangements: N umeri­
cal Examples 

First, as a basis of comparison, let us use our 
earlier projections to examine the result of 
things continuing pretty much as they are. The 
state subsidy to public institutions now repre­
sents 57 .2 percent of total operating costs and 
70 percent of non-operating costs. 40 If we as­
sume these proportions continue to 1981, then 
projection (I) implies that tuition and charges 
(per FTE) must be raised $457; projection (2)­
$637. The alternative would be to significantly 
increase the overall share of state support of 
total costs-by 9-11 percentage points. Of course, 
whatever the tuition increase, the demand for 
student loans would increase. 

Now let us imagine that, in an outburst of 
fiscal pique or penury, the state decides to re­
duce its share and says-no more than 50 percent 
of current higher education costs shall be appro­
priated (Net). This rule implies an increase in 
student charges (as of 1981) of $1050 to $1300 
per FTE. The net savings to the budget would 
range from $98-110 million compared to the 
previous arrangement. 

The upshot of these simplified examples is 
that even projections of modest rates of cost in-
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creases imply difficult political and financial 
decisions in the years ahead and offer little hope 
of reducing the state's share of higher education 
costs. 

What if most of the state subsidy were to be 
distributed as grants to individuals rather than 
institutions? In the process, is there any possi­
bility for a net budgetary saving? To try to 
answer these questions, it was necessary to posit 
a simplified grant distribution formula: Grant 
= T(l-Y/M). T is tuition; M is a maximum 
level of adjusted family income (Y), the level at 
or above which no grant is given. A series of 
transformations on this basic equation yields (x) 
as a function of M, where (x) is the state's share 
of total current higher education costs. The key 
to the relationship is the form of the distribu­
tion of students according to family income. 
Only crude approximations to this distribution 
are possible. The only trustworthy data are for 
financial aid recipients, obviously a biased sam­
ple. The College Scholarship Service also com­
piles these data and their distributions may be 
somewhat oppositely biased. Thus we relied on 
a composite distribution put together by 
Thomas Truitt.4 1 It turns out that this com­
posite gives an excellent fit to a lognormal dis­
tribution. The computed trade-off between (x) 
and M is shown in Figure 3-8. The numbers 
clearly imply that, even if New Jersey were to 
redistribute the entire subsidy to individuals, it 
could not reduce its overall share of the cost 
much below the current level without cutting 
off middle income families from a share of the 
grant funds. What this also suggests is that the 
subsidy "shift" should be viewed as a way to 
rationalize subsidy arrangements, not as a viable 
way to reduce the burden of appropriations for 
higher education. 

Subsidies and Equality of Opportunity 

It is by no means certain what effect the shift 
would have on "equality of opportunity," i.e., the 
enrollment rates of lower income students rela­

tive to higher. The proponents of "free" or low­
tuition public higher education claim that any 
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attempt to price higher education closer to its 
actual costs will lead to severe enrollment re­
ductions among youngsters from lower-income 
backgrounds. They find support for their posi­
tion in the simple and incontestable observation 
that enrollment rates are very sensitive to level 
of family income, however defined. Relatively 
fewer low-income students attend college at all; 
those that do tend to attend public or lower­
quality private institutions in relatively greater 
numbers. What we are concerned about, how­
ever, is a more subtle problem-not simply re­
moving the whole state subsidy and charging 
"full cost," but charging "instructional" or "op­
erating" costs and shifting most or even all of 
the direct state subsidy from institutions to in­
dividuals according to need. 

The proponents of zero or low tuitions usually 
fail to pay sufficient attention to two basic 
points: 

(1) Low tmtlon is a highly inefficient way to 
progress toward the goal of equal oppor­
tunity. Public higher education is a long 
way from that goal and the level of tax 
resources that might suffice to achieve it are 
so large as to make this avenue totally in­
feasible; 

(2) Non-price barriers to equal opportunity are 
at least of equal importance. The ways in 
which socioeconomic background condi­
tions a person's expectations may be more 
important than a certain variation in the 
price of higher education. Admissions 
standards and opportunity costs, particu­
larly foregone earnings, would still influ­
ence enrollments if there were "free tui­
tion." (Corazzini, 1972.)42 Whether a person 
crosses the threshold from high school to 
college also depends on the quality of his 
earlier schooling. Last, but most important, 
"equal opportunity" for most people is de­
pendent on their opportunities to learn and 
advance on-the-job in the workaday world. 

These considerations do not deny the signifi­
cance of tuition; they put it in perspective. The 
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state's overall commitment to equality of oppor­
tunity in higher education is most important. 
The key dimensions of this commitment include 
scholarships policy, admissions policy, recruit­
ment and information programs, the nature of 
primary /secondary education, and the location, 
capacity and quality of public institutions. 

Hartman (1972)43 attempts to deduce whether 
low-income students will be dissuaded from at­
tending college if tuition rises are accommo­
dated by liberal student loans. His conclusion 
is that some negative impact on enrollments can 
be expected unless students are permitted to 
borrow, at subsidized terms, more than their 
actual costs of education. This conclusion, how­
ever, hinges on the assumption that price (tui­
tion) is the only significant factor, as well as a 
somewhat narrow view of how potential students 
make enrollment decisions. If the state allots 
scholarships equitably, the increased price faced 
by a low-income student in the event of a tuition 
increase is likely to be small. ($0-$250) Exist­
ing work does not provide a convincing basis for 
evaluating an effective increase of this magni­
tude. Two elements are lacking: 

( 1) A sufficiently broad and concise view of the 
actual decision problems faced by low-in­
come students; 

(2) An analysis of various non-price measures­
whether they can offset any potential nega­
tive enrollment effects or contribute as 
much or more to equal opportunity as low 
tuition. 

Grants and Scholarships vis-a-vis Student Loans 

If we are to place greater emphasis on finan­
cial aid to individuals, what should be the bal­
ance between grants and loans and what type of 
loans should be employed? It is assumed that, 
for most individuals, the amount to be made up 
from grant and loan sources is determined by 
the amount of family contribution. But there 
is no avoiding a degree of value judgement in 
guiding allocations between grants and loans. 



Two guidelines should be considered: 

( 1) The distribution of students' debt should 
not be significantly skewed toward the lower 
income students; i.e., students should not 
be required to incur large debts simply be­
cause their families are poor. 

(This implies a maximum loan-say 30 
percent of college costs.)44 

(2) Each individual should be required to bear 
a certain part of the cost of his higher edu­
cation, either by borrowing or working. If 
a person does not want to work during the 
school year, this implies a certain minimum 
loan, say $600 per year. (This may also be 
necessary to guarantee the success of certain 
types of income-contingent loan programs.) 

The grants/loans issue is not an either/or 
question. A borrowing alternative is desirable 
irrespective of what grants are available. The 
reasons for this have been extensively argued by 
economists. 45 The essential point is that educa­
tion is not (primarily) consumption, it is a form 
of investment with a long-term payoff. If there 
is no "capital market" to accommodate the grow­
ing demand for this investment, some of it will 
not occur. It is both infeasible and inefficient 
for individuals or society to finance the costs of 
this type of investment out of current incomes 
or past savings, whether in the form of taxes or 
family contributions. The rapid growth of stu­
dent loans in recent years indicates that loans 
are a necessary component of financial aid ar­
rangements in an environment of rising costs. 

Student Loans: The Alternatives 

Existing types of student loan arrangements 
have many shortcomings (see Hartman, 1971).46 

Their payback periods are too short; their terms 
lack flexibility and fail to account for the essen­
tial elements of risk characteristic of indivduals' 
investment in higher education. Various types 
of so-called variable-term or income-contingent 
loan plans have been proposed to deal with these 
shortcomings. Two such plans are actually in 
effect-at Yale and Duke Universities. There is 
an almost combinational variety to the choices 
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among student loan plans. As briefly as possible, 
we shall try to narrow down the set of alterna­
tives for policy consideration. 41 

(i) The Federal Guaranteed Student Loan 
Program (GSL): 

This is the largest student loan program. 
GSL's have grown rapidly over the last few years 
-from 330,000 borrowers (1966) to about one 
million ( 1971 ), or about 200 percent for the U.S. 
as a whole. The dollar volume of loans has 
grown even faster. Likewise, this form of lend­
ing has grown very rapidly in New Jersey though 
the rate of increase has tapered off over the last 
few years. A large number of New .Jersey stu­
dents are now borrowing at near the loan 
limit. 48 Unfortunately, the GSL program is far 
from being an ideal vehicle for loan finance of 
higher education. It requires students to repay 
principal and 7 percent interest within IO years 
after graduation. This places the repayment 
burden on the years of early labor-force partici­
pation and family formation. There is not 
enough flexibility in the terms to permit bor­
rowers to adjust repayments to economic cir­
cumstances. The cutoff ($15,000 family income) 
for providing an interest subsidy while a student 
is in attendance is too sharp and arbitrary. The 
distribution of both loans and interest subsidies 
is such that the GSL makes little, if any, contri­
bution to the goal of equal opportunity in 
higher education, and a significant portion of 
the subsidies are received where they are not 
needed. 49 This implies that public revenues are 
being wasted for too little social benefit. The 
distribution of number of loans is biased toward 
middle and upper income students; the distri­
bution of dollar volume even more so. The 
same is true of the New Jersey program.50 Hart­
man ( 1971, p. 14 7) shows that the average dollar 
value of loan subsidies declines slightly as we 
move up the family income scale. The overall 
distribution of subsidies is not progressive, how­
ever, because of the facts just mentioned. 

It is possible for a state or institution to 
modify the GSL loan, overcome a few of its 
shortcomings, and still qualify for federal guar-



antees. The Harvard-Radcliffe student loan 
program is a case in point. Graduates make 
graduated (increasing) payments which can be 
ad justed to economic circumstances. The I 0-
year repayment period still holds, though the 
institution may allow additional time and even 
a "forgiveness" of part of the loan in certain 
cases. The federal program, however, severely 
constrains any effort to design a more suitable 
loan instrument, so states or institutions may, 
like Yale, have to be prepared to 'go it alone.' 

The basic problem with existing programs is 
that they look upon student loans as analogous 
to those made for purchase of commercial goods 
or services with a long life. The only significant 
difference recognized by the GSL is that regard­
ing "collateral.'' Since there is no reclaimable 
physical counterpart for a student loan, risks of 
default must be subsidized by government guar­
antees. The correct analogy, however, is with 
certain types of insurance. 

(ii) Income-Contingent Student Loans: 

The essential difference between the higher 
education investment and other forms of invest­
ment is in the nature of the associated risks. 
These risks are directly related to the 'external­
ity' of many of the benefits of education. There 
is a large class of risks to the individual that he 
can insure against by contributing to a pool, e.g. 
by buying insurance. The risks of investment 
in higher education belong to another class; the 
risks of gain or loss for one individual or group 
are not independent of those for others. Also, 
these risks are distributed unevenly among 
classes of population. This implies that a stu­
dent loan program must incorporate some of the 
features of a mutual insurance arrangement 
whereby some of the risk is transferred from 
some groups or individuals to others. Nerlove 
makes the important point that these aspects of 
risk imply that the question of the nature of a 
loans program is important quite apart from any 
question of subsidies. No subsidy program is 
adequate or appropriate to resolve the unique 
problem of risk in "human capital" investments. 
It is for this reason that several variants of "in-
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come-contingent" student loan schemes have 
been proposed over the last few years. 

A pure income-contingent loan program 
would have the following features: 

(a) The length of the repayment period would 
be quite long, from 20-40 years, covering 
most of a person's prime working life; 

(b) The terms of the loan would be stated 
in terms of a percentage of income earned 
as a result of the educational investment. 
The exact level of the terms would depend 
on the amount borrowed and perhaps other 
factors as well (such as whether the loan 
program need be self-sustaining); 

( c) A person can terminate his loan obligation 
before the end of the designated repayment 
period only by "buying out" at a premium. 
For instance, the buy-out rate for the Yale 
plan is 150 percent of principal plus ac­
cumulated interest. This feature insures 
the redistribution of risk as noted above. 

Only a few proposals to revamp student loan 
programs share the above features (Shell, et al., 
1968, Carnegie Commission, 1968, Yale, 1971) 
and fewer yet have been implemented. Even 
acceptance of a thoroughgoing income-contin­
gent plan still leaves quite a range of choices 
with variations among (a), (b), (c). The choices 
are multiplied by more modest proposals which 
relax the latter or simply adapt existing pro­
grams in ways which bring them a little closer to 
the income-contingent ideal. 

Both Dresch and Goldberg ( 1972) and Hart­
man ( 1972)51 have evaluated some of the vari­
ants of income-contingent loans. These analyses 
indicate the desirability of long repayment pe­
riods (up to 30 years) and low "tax" rates in 
order to diminish possible regressive effects on 
enrollment of lower-income students. The para­
meter most in dispute is the "buy-out" interest 
rate. This governs the degree of redistribution, 
or subsidy, internal to the program; that is, the 
degree to which future high income earners re­
pay part of the loan of future low-income earn­
ers. Since considerable uncertainty surrounds 



any teenager's estimate of his future earnings 
(it may not only be uncertain but unformed or 
uninformed), it is likely that too much has been 
made of the "adverse selection" problem. This 
is the possibility that those who expect high 
future earnings will not participate in the pro­
gram, thus undermining its mutual insurance 
features. The children of rich families are not 
likely to participate in any loan program in 
significant numbers. The participation of low­
and middle-income students will depend much 
more on the nature of scholarship programs 
than on fine details of the loan program. A more 
important consideration, it would seem, is the 
"ex-post" question of the future overall tax bur­
den of repayment. The repayment terms must 
be set so that this burden is not too large. 52 The 
Ford Foundation mentions another salient 
point: that "the responsibility of assisting low 
earners should (not) fall only on those high 
earners who were sufficiently needy 20 years ago 
to have had to borrow."53 These remarks sug­
gest that the state should consider a partial sub­
sidy for the repayment terms of any new loan 
program. "Hybrid" student loan programs have 
been discussed and recommended by the Ford 
Foundation. These involve adaptation of exist­
ing programs by extending the maximum repay­
ment periods, subsidizing repayment terms, and 
offering more flexible repayment schedules 
which permit some adjustment of repayments 
to income contingencies. As mentioned earlier, 
it is possible for existing programs to be made 
more equitable and flexible, even within federal 
constraints. This is the Minimum to be accom­
plished within the area of student loans. The 
state should wait a bit, however, to see what 
becomes of proposals for revamping higher edu­
cation finance at the federal level. These may 
even result in legislation which would impel the 
states to reestablish their loan program accord­
ing to some income-contingent model. 

Policy Implications: 

Much of the recent literature on the "financial 
crisis" of higher education deals with manifesta­
tions of the enrollment explosion of the past 
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decade. Now enrollments are leveling off. What 
this chapter has tried to convey, however, is that 
the problem of higher education finance is not 
primarily attributable to passing phases of de­
mography or state finance. Rather, the problem 
is that the financing system lacks adaptability 
and rationality, and it bears no systematic rela­
tion to the goals of higher education or other 
instruments for achieving them. 

The various arguments imply that the forth­
coming state commission5 4 should seriously con­
sider shifting a large part of the state subsidy 
from institutions to individuals, reorienting the 
institutional aid portion to specific program 
objectives,55 and revamping the student loan 
program. At the same time, this requires a com­
prehensive rethinking and consolidation of stu­
dent grant programs to ensure they are explicitly 
oriented to equal opportunity goals and the 
probabilities of college admission and comple­
tion for different classes of youngsters. Recently, 
a New York State "Task Force" recommended 
student finance arrangements, including grants 
based on need, that would virtually guarantee 
that academically qualified students did not fail 
to complete their higher education for financial 
reasons. 5 6 It is also desirable that any financial 
aid instrument be available for any form of 
post-secondary education, or training, not just 
"college." 

Some of the non-financial aspects of oppor­
tunity were also mentioned. One of these is the 
assignment of roles to the public institutions. 
Can there be "equal opportunity" if the higher 
education system is highly stratified? 

Finally, it is obvious that the data to evaluate 
certain policy questions in this area is poor or 
unavailable. The Bureau of the Budget has 
been trying to develop "evaluation data" for the 
public higher education system in con junction 
with their program-budgeting effort. Some of 
the data they wish to gather are very much 
needed, but it will take years to build series 
which are useful for analysis.5 7 Meanwhile, a 
sample survey of students' socioeconomic back­
grounds may be necessary. Also, a more special-



ized, on-going effort to study and monitor the 
overall (public and private) higher education 
system in New Jersey is needed. A Carnegie 

Commission recommendation-that states or 
groups of institutions establish an institutional 
research center-would meet this need. 

FIGURE 3-9 
CURRENT EXPENDITURES 

INSTITUTIONS OF HIGHER EDUCATION - U.S. 
1960-1970 

PUBLIC PRIVATE 

In Deflated In Deflated 
In Dollars Dollars In Dollars Dollars 

Year 11 TCE2 I TCE I TCE I TCE 

59-60 963 1521 934 1724 
60-61 992 1560 1202 1891 1002 1840 1239 2230 
61-62 988 1589 1169 1880 1044 2023 1236 2394 
62-63 1010 1632 1170 1891 1125 2188 1304 2535 
63-64 1053 1721 1194 1951 1215 2369 1378 2686 
64-65 1069 1761 1184 1950 1299 2542 1439 2816 
65-66 1131 1849 1211 1980 1420 2734 1520 2927 
66-67 1269 2006 1300 2054 1509 2867 1546 2938 
67-68 1426 2163 1387 2104 1664 3035 1619 3089 
69-70 1596 2487 1345 2095 2145 4134 1807 3483 
70-71 1709 2652 1343 2083 2207 4313 1734 3388 

1 (I) is instructional expenditures per student. 
2 (TCE) equals total current expenditures per student. 

Source: U.S. Department of Health, Education and Welfare, FINANCIAL STATISTICS OF INSTITUTIONS OF HIGHER 
EDUCATION: CURRENT FUNDS REVENUES AND EXPENDITURES 1966-1967, U.S. Government Printing Office, 
Washington, D.C. (1972). 

FIGURE 3-10 
ENROLLMENT INCREASES AND FACULTY/STUDENT RATIOS 

NEW JERSEY PUBLIC INSTITUTIONS 

Increase in Total 
Institution Fall Enrollments 

(N.J. Public) (Percent p.a.) 

1953-60 1960-72 1953 

Glassboro .......................... 18.8 6.8 11.6 
Jersey City ......................... 22.9 7.6 11.9 
Newark ............................ - 2.9 11.6 16.6 
Paterson ........................... 18.0 5.3 16.9 
Trenton ........................... 23.2 4.5 11.0 
Montclair .......................... 11.6 6.7 13.8 
Rutgers ............................ 5.9 1.2 11.9 
Newark College of Engineering ....... 2.9 - 2.8 10.41 

1 Total Student/Teacher Ratio; weighted figures are not available for this year. 
2 Based on 36 credit-hours per student. 

Faculty /Student 
Ratio 

1960 1967 

18.1 16.4 
18.9 19.2 
16.4 16.0 
16.7 16.3 
16.3 16.0 
17.0 16.0 
12.5 12.6 
10.42 10.l 

1972 

17.5 
16.0 
16.3 
16.6 
16.0 
16.l 
13.0 
11.0 

Source: U.S. Department of Education, "Opening Fall Enrollments in Institutions of Higher Education," 1953, 1960; N.J. 
Department of Higher Education, 1970, 1972; State of N.J., BUDGET. 

27 



FOOTNOTES 

1 Full-time equivalent (FTE) basis, state colleges and universities. 
2 Appropriations-distinguish "net" from "gross". Rate of increase of former slightly less than 4 times; of the latter-slight!) 

greater than 4 times. See note 25 below. 
3 U.S. Census projections indicate the N.J. 18-24 year old population will continue to increase till 1980 then decrease 

somewhat from 1980-90 and then resume its increase, 1990-2000. 
4 U.S. Department of Health, Education and Welfare, FINANCIAL STATISTICS of INSTITUTIONS of HIGHER EDU­

CATION: Current Funds Revenues and Expenditures. 
5 Compound rate. Total current expenditures equal to the sum of: general administration, instruction and departmental 

research, extension and public services, libraries, plant operation and maintenance, organized research, related activities, 
sales and services expenditures, auxiliary enterprises (room and board services), student-aid and "other". 

6 O'Neill, June, RESOURCE USE IN HIGHER EDUCATION, Carnegie Commission on Higher Education. 1971, Chap­
ter 2 and Appendix B. 

7 We use this index because the O'Neill index ends at 1967 and the changes in the "services less rent" index are somewhat 
similar to O'Neill's over the overlapping part of the period (1969/1960 to 1966/1967). 

8 As defined by U.S. Department of Health, Education, and Welfare op. cit. (Footnote 4). 
9 The lower bound (%) is approximately the ratio using the definition "instruction and departmental research.'" Our ow11 

definition of operating costs, which is designed to include all costs which might reasonably be allocated to students, is 
58-59 percent of total current costs for N.J. public institutions. The "instructional" costs defined by the N.J. Bureau 
of the Budget in its program budget is less than our "operating costs". 

10 Southwick, Lawrence, Jr., "The Higher Education Industry: Forecasts to 1990" 
School of Management, State University of New York at Buffalo, Working Paper No. 157, December, 1972. 

11 Operating Costs include total salaries, total materials and supplies, total services other than personnel, total maintenance 
of property, and expenditures for part-time, summer and graduate programs. Auxiliary Services and "additions and 
improvements" are not included. Total Costs equal operating costs plus auxiliary services expenditures plus appropria­
tions for the Agricultural Experiment Station plus net hospital costs plus appropriations for Department of Higher Educa­
tion management, general support of higher education and the State School of Conservation at Lake "\Vapalanne. 

12 Plots of operating costs per FTE for the individual public colleges also show a slowdown, with a marked break in the 
trend line at 1969/ 1970. 

13 Hodgkinson, Harold L. (1971), INSTITUTIONS IN TRANSITION The Carnegie Commission on Higher Education_ 
* See Chapter on "Variation in Institutional Characteristics by Institution Size". 

14 Radner, Roy; Miller, L. S., "Demand and Supply in United States Higher Education: A Progress Report" 
60 THE AMERICAN ECONOMIC REVIEW, p. 326. 

Bowles, Samuel (1971), "Contradictions in U.S. Higher Education" 
CENTER FOR EDUCATIONAL POLICY RESEARCH, Harvard Graduate School of Education. (Reprint Serie" 
No. 29). 

15 State of N.J. Department of Higher Education, MASTER PLAN (Draft Copy), Chapter 1, January, 1973. 
Also: "Colleges: A Stress on Quality," THE NEW YORK TIMES, N.J. Section, November 26, 1972. 

16 "Students" were calculated on a full-time equivalent basis, assuming "full-time"=32 credit-hours. "Faculty" arc budgeted. 
full-time faculty not including adjunct instructors. See Figure 3-9. 

17See Wilson, S. W., "Interactive Lectures," 
74 TECHNOLOGY REVIEW 50 (January, 1972). 

18 Operating costs as defined in Footnote 11 above. 
19 Base year figures are derived from 1972/1973 adjusted appropriations, N.J. BUDGET, Department of Higher Educatio11 

Projected figures are in current dollars. 
20 Also assumes 3 percent inflation per annum. 
21 Derived from Table 14, 5th ANNUAL REPORT, Economic Policy Council, State of New Jersey. 
22 See: Carnegie Commission on Higher Education, THE MORE EFFECTIVE USE OF RESOURCES, June 1972. 
23 Chapter Nine, "The Cost of Higher Education 1970-198.r)," p. 6. 
24 MASTER PLAN (Draft Copy), Chapter Three, p. 3. 

25 Net appropriation=total appropriation minus all general services income (mainly tuitions) credited to the General Fund 
of the State Treasury. 

26 Courtesy of the Office of Business Economics, Department of Labor and Industry, State of New Jersey. 

27 This goal implies, for N.J. in 1968, that enrollments would have been 55 percent higher if enrollment rates for all high 
school graduates were equal to that for graduates from families with an income of $15,000 or more. 

28 The estimated difference in lifetime incomes is about $236,000 according to 1968 data. The difference has been incrca ,_ 
ing since 1949. See U.S. STATISTICAL ABSTRACT, Table No. 173, (1972). 

29 Tinbergen, J., CENTRALIZATION AND DECENTRALIZATION IN ECONOMIC POLICY, North-Holland _-\mstct -
dam, 1954. 

30 Rivlin, Alice M.-Assistant Secretary, Department of Health, Education and "\Velfare, "Testimony for the Department ot 
Health, Education and Welfare" in: HEARINGS FOR THE HIGHER EDUCATION AMENDMENTS OF 1970. Sub­
committee on Education of the Committee on Labor and Public Welfare-U.S. Senate, 9_lst Congress. 2d Session. l' ·"­
Government Printing Office, Washington, D.C. 

:H Radner and Miller, op. cit. 

28 



32 Kohn, M.; Manski, C.;· Mundel, D. (1972), "A Study of College Choice". 
Department of Economics, M. I. T.-ECONOMETRIC SOCIETY MEETINGS, Toronto, Canada. (December). 

33 This (1972/ 1973) is the first year of disbursements under the program. For the amounts paid out to various private colleges 
see: 

"Colleges Receive State Dollars," TRENTONIAN, January 24, 1973. 
The program is explained in detail in: N.J. Department of Higher Education, "Assistance to N.J. Independent Colleges 
and Universities: Manual of Administrative Procedure," 1972. 

34 According to O'Neill, op. cit. 
35 "Direct State Support," according to the Bureau of the Budget's program budget format, is defined as "Instruction" plus 

"Academic Support" plus "Student Services" plus "Institutional Support" minus "Tuition and other Student Fees." 
"Auxiliary Services" and "Extension and Public Service" are omitted. (State of N.J., APPROPRIATION HANDBOOK, 
1972-1973, pp. 227 ff.). 

36 College Scholarship Service, MANUAL FOR FINANCIAL AID OFFICERS, College Entrance Examination Board, 
1965/ 1967/1970. 

37 e.g., this is the practice at Yale. 
38 Conversation, November 28, 1972. 
39 This is not now the case, Department of Higher Education policy has been and will continue to be to maintain Rutgers 

as the center of graduate study and research in the public system. But there is no necessary institutional connection 
between graduate study and research or research and teaching. Specialized research programs could as well be estab­
lished in any of the public colleges. 

40 Derived from 1972-1973 appropriations data by the Office of Economic Policy. This assumes that all general services 
(tuition, etc.) income is allocated to "operating costs" as defined above (Footnote 11). "Non-operating costs"="Total 
(current) costs" minus "Operating costs". 

41 Truitt, Thomas, Assistant Chancellor, N .J. Department of Higher Education, Memorandum, February 28, 1972. 
42 Corrazzini, Arthur .J.; Dugan, Dennis J.; Grabowski, Henry G. (1972), "Determinants and Distributional Aspects of Enroll­

ment in U.S. Higher Education." 
7 THE JOURNAL OF HUMAN RESOURCES 1. 

43 Hartman, Robert W. (1972), "Equity Implications of State Tuition Policy and Student Loans." 
Reprint No. 238, The Brookings Institution, Washington, D. C. (1972). 

44 At Yale, the maximum is 25 percent. 
45 See especially-Nerlove, M., "On Tuition and the Costs of Higher Education. " 80 JOURNAL OF POLITICAL 

ECONOMY S 178 (May/June 1972). 
46 Hartman, Robert W. (1971), CREDIT FOR COLLEGE 

Carnegie Commission on Higher Education 
McGraw-Hill Book Co., Hightstown, N.J. 

47 The Office of Economic Policy has prepared a chart which compares the many variations in income-contingent student 
loan plans. Available upon request. 

48 According to William Nester, Director-Higher Education Assistance Authority, N.J. Department of Higher Education. 
49 Demonstrated by Hartman (1971), op. cit. 
50 N.J. Department of Higher Education, "Student Financial Aid, 1971-1972, Annual Report," Table 3, p. 9 and unpub­

lished tables. 
51 Dresch, Stephen P.; Goldberg, Robert D. (1972), "Variable Term Loans for Higher Education-Analytics and Empirics". 

1 ANNALS OF ECONOMIC AND SOCIAL MEASUREMENT, pp. 59-92. Qanuary.) 
Hartman (1972), op. cit. 

52 Under some alternatives, the permissible tax rate (4-12 percent) could seriously effect overall tax policy. 
53 Ford Foundation, "Pay-As-You-Earn: Summary Report and Recommendations". 

Ford Foundation, Office of Reports, New York, N.Y. 
(September 1972). 

54 "A special broadly representative commission" on higher education finance proposed by the Governor in his THIRD 
ANNUAL MESSAGE, January 9, 1973. 

55 Note, for example, that the Board of Higher Education is "authorized to contract with eligible institutions for the pro­
vision of specialized graduate and professional programs where to do so would employ special resources of the inde­
pendent institutions and would reduce or eliminate the need for the State to create or expand such programs at public in­
stitutions to meet an existing demand." ("Assistance to New Jersey Independent Colleges and Universities".) This provision, 
however, may conflict with the goal of improving the quality of the public colleges and should be reconsidered. 

:;6 See article "Tuition Plan at the City University Under Attack," NEW YORK TIMES, March 9, 1973, p. 39. 
57 See "Proposed Evaluation Measures," Department of Higher Education, BUDGET, State of New Jersey, Fiscal Year 

1973-1974, January 29, 1973, p. 168. 
POSTSCRIPT: Some references to other peoples work, e.g. (Black, 1972), were not given bibliographic citations in the 

above footnotes. Those interested in following up this topic can find these and other references in the 
"Comprehensive Bibliography on The Economics and Finance of Higher Education" available upon request 
from The N .J. Office of Economic Policy. 
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IV 

THE ECONOMIC CHARACTERISTICS 
OF THE NEW JERSEY POPULATION: 
INSIGHTS FROM THE 1970 CENSUS* 

Urbanization: 

In 1970, the population of New Jersey sur­
passed the seven million mark, ranking eighth 
nationally. The growth due to natural increase 
in population (8.1 percent) has been outweighed 
by the contribution due to net in-migration, 
which has brought close to 500 thousand per­
sons, or IO. I percent, more people to New Jersey 
since 1960. With a total population increase of 
18 percent over the past decade and 48 percent 
since 1950 there have been changing migration 
patterns within the state, resulting in varying 
economic and social characteristics for places of 
different size. 

Figure 4-l indicates how the population dis­
tribution of New Jersey has shifted among vari­
ous size places, decade by decade. The shift in 
the curves from 1950 to 1960 reflects the sharp 
growth during that period ( + 25.5 percent). 
The percentage of persons residing in small 
places (those less than 25 thousand persons) de­
creased. Places from 25 thousand to IOO thou­
sand in size increased in relative terms by an 
additional IO percent of the total population. 
The distribution of growth from 1950 to 1960 
produced a decrease in size of rural places and 
growth in medium to large places, with only a 
slight gain in population for places 250 thou­
sand or larger. 

Between 1960 and 1970 there is a reversal of 
earlier tendencies. The population increased 
significantly in places under 25 thousand, with 
a 125 percent increase occurring in places under 
25 thousand persons. This migration to subur­
ban and rural places has led to a net decrease in 
the proportion of persons living in urban cen­
ters both in relative and absolute terms. 

Several cursory observations can be made con­
cerning the net effect of shifting population pat­
terns. Movement of families and individuals to 
less urban areas have increased the incidence of 
commuting and the distance traveled, placing 
an ever-increasing burden upon existing trans­
portation networks. Urban centers with decreas­
ing populations (and jobs) have lost revenues. 
Many have a declining real property tax base. 
A burden has also been placed on the small 
growing community as its new residents demand 
improved services. The effect of mass suburban 
migration in New Jersey has led to sharply in­
creasing non-urban property values and one of 
the highest property tax burdens in the U.S. 

Stratification of New Jersey Counties 

Classification of New Jersey counties into ur­
ban, suburban, and rural groups can often assist 
the evaluation of changing social and economic 

""Prepared by George Nagle, Office of Economic Policy, with the assistance of Peter Bearse. 
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FIGURE 4-1 

DISTRIBUTION OF PERSONS BY SIZE OF PLACE 
NEW JERSEY, 1920-1970 

qJ-+-t-++++++t+H+lf-1+ 
lfiL, 

Y=Number of urban places with population greater than X 

X=Size of Place 

x 

Source: "1970 Census of Population: Number of Inhabitants" U.S. Department of Commerce, Washington, D.C. 1971. 
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FIGURE 4-2 

STRATIFICATION OF COUNTIES BY RATE OF GROWTH AND 
DENSITY, NEW JERSEY, 1970 
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conditions though shifting population patterns 
have somewhat blurred these once-simple cate­
gories. 

These three groups were defined by stratifying 
New Jersey counties on the basis of their growth 
rate and density, transformed into logarithms. 1 

The groupings by county, 1970, defined on the 
basis of their growth, are plotted in Figure 2. 
Urban counties show a wide range in density; 
however, all are grouped within a narrow range 
of growth. Suburban counties exhibit the faster 
growth rates, while those of rural, low density, 
counties vary somewhat. Figure 4.-2 also lists the 
grouping of New Jersey counties, stratified on 
a similar basis, for the 1950 and 1960 census 
periods. Subsequent discussions of economic or 
social characteristics by counties will utilize 
these groupings. 

Income 

Median income in New Jersey has grown 
steadily from $2,389 in 1950 (Families and un­
related individuals) to $11,020 in 1970 resulting 

in a per capita value of over $4,500, ranking 
fifth in the nation. When these dollar values 
are deflated by the Consumer Price Index to re­
move the influence of inflation, the increase 
ranges from $2,850 in 1950 to $8,224 in 1970, 
a gain of 189 percent, equivalent to an average 
annual rate of change of 9.4 percent per year. 

Although rising aggregate income is a plausi­
ble measure of growth, more socially oriented 
objectives usually involve the manner in which 
this growth is distributed among the population. 
The cumulative distributions of incomes for 
families and unrelated individuals are shown in 
Figure 4-3. Over time the distribution of in­
come in New Jersey has shifted as personal 
incomes continued to rise. The percent with 
incomes less than $10,000 decreased while the 
percent earning $10,000 or larger increased. 
Families and individuals earning above $5,000 
increased sharply relative to 1950, reflecting the 
emergence of a middle-class dominated state 
both in terms of numbers and incomes. From 
1960-70, the proportion of families and unre-

FIGURE 4-3 

(Y) 

COMPARATIVE CUMULATIVE INCOME DISTRIBUTIONS 
FAMILIES AND UNRELATED INDIVIDUALS 

U.S./N.J. - 1950-1970 
(Percent with Incomes Less Than (Y)) 

1949 1959 

Income ($1,000's) U.S. N.J. U.S. N.J. U.S. 

1 ............ 22.3 15.0 12.8 8.6 7.7 
2 ............ 38.4 26.l 23.3 15.3 16.l 
3 ............ 56.6 43.5 32.5 21.8 22.6 
4 ............ 73.5 63.0 42.0 29.6 28.6 
5 ............ 83.6 75.6 52.2 39.0 34.l 
6 ............ 89.9 84.7 62.9 50.5 39.9 
7 ............ 93.4 89.8 71.8 60.8 45.8 
8 ............ NA NA NA NA 51.8 
9 ............ NA NA NA NA 57.9 

10 ............ 97.4 96.l 88.0 81.9 63.4 
12 ............ NA NA NA NA 73.7 
15 ............ NA NA NA NA 84.3 
25 ............ NA NA NA NA 96.4 

Source: U.S. Census of Population, 1950, 1960, 1970. 
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1969 

N.J. 

5.3 
10.9 
15.6 
20.3 
24.8 
29.6 
34.7 
40.2 
46.2 
51.9 
NA 
76.6 
94.4 



lated individuals earning $3,000 or less de­
creased over six percentage points-from 21.8 
percent to 15.6 percent. In real terms (1959 
dollars) the decrease was much less-only about 
two percentage points-to slightly under 20 per­
cent. The statistics clearly indicate, however, 
that N .J. is a state with proportionately many 
more higher incomes and many less lower in­
comes than the nation as a whole. 

There is a noticeable "bulge" in the 1960 dis­
tribution which makes the shape of the N .J. 
distribution of that year appear quite different 
from that of the U.S. distribution. (See Figure 
4-15.)2 This was probably due to the consider­
able in-migration of middle-class families into 
N.J. during the 1950-1960 decade. By 1970, the 
shape of the state's distribution has become 
closer to that of the U.S. and perhaps will be­
come even more so as net migration slows. 

New Jersey compares favorably with other 
states in terms of income concentration 3 ranking 
fourteenth nationally (few urban states rank in 
the top one-third). Compared to other states of 
the Mid-Atlantic region, New Jersey's index of 
income-equality was below that of Pennsylvania 
(ranked 9) but above that of New York (ranked 
33). Between '60 and '70, there was a shift to­
ward a more unequal income distribution in 
New Jersey and New York, while Pennsylvania 
moved with the United States in the opposite 
direction. 

An attempt was made to identify the social 
and economic conditions that explain the state­
to-state variation in income concentrations as 
of 1970. By using stepwise regression nine varia­
bles were found to have a significant relation­
ship with the Gini Coefficient, explaining 91 
percent of the observed variation. Among the 
factors positively related to income concentra­
tion were percent of the population below the 
poverty level, property income as a percent of 
total personal income, percent white collar oc­
cupations in the labor force, and percent non­
white population. Those variables with a nega­
tive relationship were median income, level of 
education, incidence of long-term unemploy-
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ment and percent manufacturing and mmmg 
employment. The fact that New Jersey has wit­
nessed an increase in white collar occupations, 
non-white population and a decline in total 
manufacturing probably has offset increases in 
median income and the level of education, to 
account for the slightly higher concentration of 
income now than in 1960. 

Urban centers in New Jersey have repeatedly 
felt the pinch of declining revenue and rising 
operational expenses over the past few years. 
The results of the 1950 and 1960 census report 
urban counties with the highest absolute median 
income (families and unrelated individuals), but 
suburban counties made the largest percent 
gain. By 1970 the urban exodus had taken its 
toll and residents of suburban counties earned 
the highest median incomes (Figure 4-4). 

The significance of the shift of high incomes to 
suburban areas was tested by comparing the 
county to county differences in median incomes 
using analysis of variance. In all three compari­
sons, a two-way design was used so that variation 
due to an undesired variable could be "blocked 
out." 

In the first test incomes were blocked by year 
to remove variation over time. The treatment 
effect testing differences in income between types 
of counties was significant as expected. The high 
degree of interaction between the block and 
treatment effects reflects the fact that there was a 
spread of urbanization over the 1950-70 period. 
This is also clear from the reversal of the rank 
order of average median incomes in 1970 
between urban and suburban counties. Since 
the distribution of wealth is even more highly 
skewed than income, this implies a substantial 
exodus of income and wealth from urban 
centers to suburban areas and even some dis­
persal into rural areas. The consequences of 
this trend may result in a reversal of the tradi­
tional role of urban centers. 

In the second test the time element was 
removed to compare income differences by race. 
The highly significant F-value simply emphasizes 
the lower average median incomes for non-



FIGURE 4-4 

AVERAGE MEDIAN INCOME* OF FAMILIES AND UNRELATED 
INDIVIDUALS BY TYPE OF COUNTY AND RACE, 

NEW JERSEY, 1950 to 1970 

1950 1960 1970 

Total Non-White Total Non-White Total Non-White 
Type $ $ $ $ $ $ 

Urban (U) ...... . 4,670 N.A. 6,903 4,832 8,297 6,078 
Suburban (S) .... . 4,156 N.A. 6,442 4,478 8,686 6,230 
Rural (R) ....... . 3,503 N.A. 5,463 3,546 7,465 5,667 

Average ........ . 4,061 6,226 4,094 8,131 5,984 

ANALYSIS OF VARIANCE 

I. Block 
Treatment 

F Year (1950-1970) - 143.91 ** 
Interact = 2,82** F U-S-R - 12.06** 

2. Block 
Treatment 

F Year (1960-1970) _ 85.97** 
F Race (1960-1970) = 109.2frH Interact = . 0041 

3. Block F U-S-R (1970) _ 2.579 
Interact = .3282 Treatment F Race (1970) _ 44.74** 

•Income adjusted to constant prices by the Consumer Price Index. 
• • Significant at 5 percent level. 

whites. The observed interaction (negligible) 
between race and time gives credence to the 
argument that income gaps between whites and 
non-whites have not been closing at a statistically 
significant rate, on an aggregate statewide basis. 

The last comparison, Number 3, matches 1970 
median incomes between counties with the vari­
ation due to race removed. While the block 
effect was significant, incomes between counties 
did not exceed the critical F-value. A possible 
explanation for the lack of variance in incomes 
between counties is increasing suburban sprawl 
and migration between counties. 

Poverty 

Irregardless of New Jersey's ranking on the 
income scale the existence of poverty is a very 
real occurrence in the Garden State. But what 
exactly is Poverty? And is there a way to identify 
the gray area between a "decent" and "indecent" 
standard of living. In 1964 the Social Security 
Administration defined a wartime standard pov-
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erty level 4 for the United States. This does not 
represent a true measure of need. Applying this 
standard income cutoff, now about $3,800, to 
the 1970 census income data, we find 8.1 percent 
of all persons in New Jersey were below the 
poverty level, compared to 12 percent nation­
ally. See Figure 4-5 for the distribution of pov­
erty within New Jersey by county. 

The most careful and reputable indices of 
living standards are issued by the Bureau of 
Labor Statistics, an item by item enumeration 
of consumption needs. The B.L.S. defines 
a "lower" budget standard of living for a family 
of four in an urban area.5 Thus the regional 
effect in price differentials are considered. In­
cluded in the computation are Federal, state, 
and local taxes, apartment rentals, food, trans­
portation, medical, and insurance costs. The 
lower budget describes the living standard of the 
following type of family: One middle-aged 
male wage earner, two children, living in inex­
pensive rental housing, driving a 6-10 year old 



FIGURE 4-5 

AVERAGE MEDIAN INCOME OF 
FAMILIES & UNRELATED INDIVIDUALS 
AND PERCENT WITH INCOMES BELOW 

THE POVERTY LEVEL. 
NEW JERSEY, 1970 

Annual Median Income 

Greater than $10,000 

$9,000 to $10,000 

$8,000 to $ 9,000 

Less than $ 7,000 

* N.J. Average Poverty Rate=8.l % 

14.6% 

10.1% 

36 



car, saving little or nothing. The B.L.S. lower 
family income of $7,061 (U.S. annual average 
for metropolitan areas, 1970) has been accepted 
to a large extent by Congress in establish­
ing income guidelines for Child Development 
Programs and exclusion from wage and price 
controls. 

A comparison of the ad justed distribution of 
family income in New Jersey to this benchmark 
provides quite a different picture of economic 
welfare in the state. Twenty-two percent of all 
families earn incomes below the B.L.S. standard, 
with the rate rising to 37.4 percent of all families 
in central cities. Almost half (46.9 percent) of 
New Jersey non-white families are below this 
norm.6 

The composition of the poverty sector reveals 
some striking changes in the demographic struc-

ture of the New Jersey population. Twenty-two 
percent of all persons are over 65 years of age 
yet only 1.8 percent are listed with poverty in­
comes. This tends to obscure the fact that senior 
citizens with relatively fixed incomes lose pur­
chasing power in times of sharply rising prices, 
as evident in New Jersey over the past few years. 
At the other end of the age scale are related 
children below 18 years, constituting 34 per­
cent of the poverty population. These statistics 
suggest that job creation efforts may be more 
productive than welfare subsidy payments, espe­
cially if coupled with provision for day care 
facilities. One of the underlying objectives of 
social security insurance is to provide for an 
individual's welfare after his income producing 
years are over. Those collecting social security 
in New Jersey constitute 9.6 percent of the pop­
ulation. Of these, 120 thousand, or 18 percent, 
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reside below the poverty level, even though New 
Jersey ranks third nationally in average monthly 
payments to retired workers. 

Class of Worker: 

The occupational structure is perhaps the 
main foundation of socioeconomic stratification 
and mobility in contemporary industrial soci­
ety. 7 In a democratic state where equality of 
opportunity is an important ideal, the existence 
of class differences increasingly comes to rest on 
occupational positions and the economic advan­
tages and power associated with them. 

The census traditionally distinguishes em­
ployed persons by "class of worker," namely 
public and private, salaried and self-employed 
workers. The greatest number of employed per­
sons in New Jersey are private wage and salary 
workers (Figure 4-6), constituting approximately 
80 percent of the civilian, non-farm, labor force. 
Irrespective of its magnitude, this proportion 
has varied only 0.6 percent during the past 30 
years even though the labor force has grown 
over 70 percent since 1940. 

Those identified as self-employed include per­
sons working for a profit or fee in their own 
unincorporated business, profession or trade. In 
1940 self-employed persons totaled 12 percent of 
the employed labor force, however, a steady de­
cline since 1950 has left this class of worker with 
5Y2 percent of the 1970 New Jersey labor force. 
Rising prices have prolonged the decline in self­
em ployment in New Jersey by placing an ever­
increasing capital burden on individual proprie­
tors. Rapid expansion of franchises, resulting 
in economies of scale, have also eliminated some 
independent small businesses. Also, improved 
transportation networks have r_educed reliance 
on neighborhood establishments for goods and 
services. Changes in the role of individual en­
terprise have implications for the potential of 
"black capitalism" in central cities. Irregardless 
of current government encouragement of this 
concept, or the initiative of a new breed of black 
entrepreneurs, there is little evidence to indicate 
that self-employment in small business will be a 
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significant vehicle for the economic progress of 
minority groups. Expansion of an occupation, 
through increased demand, depends on eco­
nomic conditions that attract workers from other 
origins. The above factors have resulted in a 
relatively lower income for self-employed per­
sons. In 1950, self-employed persons earned al­
most $4,100 per annum compared to $2,800 for 
wage of salary workers, but in 1970 salaried em­
ployees averaged $10,880 (a 280 percent in­
crease) compared with $9,202 for self-employed 
persons (a rise of 126 percent). 

On the other hand, over the past 30 years, 
government employees have gained in their rela­
tive share of the labor force-from 7Y2 percent 
in 1940 to almost 14 percent as of the latest cen­
sus. The sharp rise in public employees, espe­
cially since 1960, is a result of the increasing 
demand for more public services and the labor 
intensiveness and relatively small rise in produc­
tivity in providing these services. Political fac­
tors may have also pressured government to 
employ as an offset to high unemployment. 

The remaining category, unpaid family work­
ers, are comprised of farm or business labor 
working for a relative, usually spouse or chil­
dren of the owner. Their share of the labor 
force has varied Y2 percent over the 1940-70 time 
frame and now constitutes 0.4 percent of the 
civilian labor force. 

Although the percentage distribution of work., 
ers reveals something of the structure of the New 
Jersey labor force, a measure is needed to re­
move the effect of changing occupation patterns 
in the economy at large. By computing the pro­
portion of New Jersey workers in one class to 
the proportion of U.S. workers in the same class 
(Location Quotient),8 a change in New Jersey's 
labor force may be reduced or magnified by the 
change in occupational structure which we 
might "expect" from observing national pat­
terns. Since a location quotient greater than 
unity represents a New Jersey "advantage" (rela­
tive to the U.S.), this state has held an edge in 
private wage and salary workers since 1940 (Fig­
ure 4-7). 
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However, this margin has decreased over time 
to a new low, just above unity (1.0426), in 1970. 
Even though the statewide proportion of these 
workers has remained constant since 1940, the 
increasing national trend has led to a relative 
decline of private wage and salary workers in 
New Jersey. 

In 1940 New Jersey trailed far behind the 
U.S. proportion of individual enterprise (.5465), 
but a sharper decline nationally has brought the 
state almost to par with the U.S. (.9271) in 1970. 
One factor may be New .Jersey's close proximity 
to New York City and Philadelphia and the in­
migration of proprietors from those cities. 
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Government employees, irregardless of their 
sharp rise in numbers since 1940, have failed to 
increase as fast as the U.S. rates. The relative 
decline is indicated by the change in the L.Q. 
from 0.96 in 1940 to 0.83 in 1970, with a slight 
rise from 1960 to 1970. It is possible though not 
conclusive, that the lag in public employment 
has contributed to the chronic positive differ­
ential in unemployment rates between New 
Jersey and the U.S. 

Unpaid family workers, although holding a 
constant percentage in New Jersey between 1940 
and 1970, have risen appreciably relative to the 
U.S. norm. 
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Occupations: 

The detailed occupational structure lends 
greater insight to the changing demographic and 
economic characteristics of New Jersey. 

Traditionally, the greatest proportion of the 
employed New Jersey population were opera­
tives, 24 percent in 1940; however, a steady de­
cline since 1950 has resulted in operatives repre­
senting 17 percent of the labor force by 1970 
(Figure 4-8). 

Likewise, the proportion of craftsmen rose to 16 
percent of the labor force in 1950 only to fall 
to 13 percent by 1970. The relative decline of 
manufacturing jobs in New Jersey is undoubt­
edly the main factor in these declines. (See 
Chapter VII for analysis of this decline.) 

Other occupations showing a relative decline 
are laborers and private household workers. 
These declines reflect changes in the technical 

and social structure of our economy. The con­
tinual demise of agricultural occupations reflects 
the present state of farming in New Jersey, such 
as the squeeze between farming costs and farm­
ing incomes. Two occupations maintained their 
relative share of the labor market over the 30-
year time period: managers and officials and 
sales workers. The largest gain was posted by 
professional occupations, rising from 9.4 percent 
in 1940, to 15 percent in 1970. This growth was 
paralleled by a 5 percent gain in clerical occupa­
tions. Part of this gain may have resulted from 
job creation in the expanding areas of business 
and professional services. A recent study re­
leased by the Library of Congress9 reported that 
the rapid increase in professional occupations 
has contributed to income inequality. This was 
partially offset by a decline in lower paid jobs, 
but the net result has been a slightly more 
skewed earnings distribution. The proportion 
in "service worker" occupations varied little 
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between 1940 and 1960, maintaining approxi­
mately 7 percent of the labor force; however, 
growth during the past ten years, bolstered by 
an increasingly service-oriented economy has 
resulted in an increase to 9 percent of the New 
Jersey labor force. White collar and service 
occupations have grown consistently since 1940, 
while blue collar occupations have dropped 
steadily since 1950.1° (See Figure 4-9) 
These changes are due to shifts in the dis­
tribution of jobs both among and within in­
dustries in response to technological advances, 
increased educational attainments, and chang­
ing patterns of demand. Unfortunately, the 
census category "service workers" is quite 
narrow. It excludes many occupations which we 
intuitively associate with the provision of 
services; for instance, clerical, technical, pro­
fessional and kindred (TPK), and sales services. 
Let us therefore lump all of the latter occupa­
tional categories together with "service workers" 
to get an overall picture of 1960-1970 changes. 
Call this aggregate service occupations." 
Neither of these should be confused with the 
sector of "services industries." Unfortunately, 
1970 New Jersey data on occupations by in­
dustries are not readily available, so we must 
rely on U.S. data. (But also see Footnote 11) 

Though as expected, the Services industry 
sector has the largest proportion of employees in 
services occupations (81.2 percent), Finance, 
Insurance and Real Estate (74.7 percent) and 
Government (75 percent) are not far behind. 
These proportions are also significant and rising 
for Trade (54.2 percent), Transport, Com­
munications & Utilities (36.2 percent), and 
Manufacturing (26.l percent). 11 The increase 
of the proportion in the Manufacturing, Govern­
ment, and Transportation, Communications 
and Utilities sectors has been primarily due to 
increases in the Technical, Professional and 
Kindred occupations category. The proportion 
of employment in clerical occupations has been 
rising in all sectors except for government, 

where the proportion is by far the highest (41.45 
percent) and only declined slightly from 1960-

1970. 
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The necessity for making careful distinctions 
among service industries and occupations is 
illustrated by the following. The proportion of 
service workers has declined in all sectors except 
for Trade, with the largest decline occurring in 
the Services-sector (-5.2 percent). At the same 
time, the largest increases in the proportions of 
both Technical, Professional and Kindred and 
Clerical occupations occurred in the Services­
sector, increases of 3.1 and 3.4 respectively. 
Thus the rapid growth of employment in this 
sector is accompanied by a rapid shift in its mix 
of occupations-from jobs requiring relatively 
low to relatively high skills or education. As 
soon as possible, we should examine these data 
for New Jersey and assess their implications for 
state manpower programs. It is apparent from 
the 1970 U.S. data that the Services-sector has 
surpassed Manufacturing as the largest sectoral 
employer. Over the past decade, the percent 
growth in Services was about 43 percent; in 
Manufacturing-15 percent. Since the growth in 
the labor force was about 19 percent, manu­
facturing is no longer a net generator of jobs. In 
fact, we can expect manufacturing employment 
to resume its absolute, not just relative, trend 
of decline which apparently began about 1953-
1955.12 In New Jersey, the gap between the 
growth of manufacturing jobs and the growth 
of the labor force is much wider than for the 
U.S. It is likely that efforts to revive the state's 
manufacturing sector will yield diminishing 
returns. We should examine whether the 
growth of services is proceeding fast enough to 
take up the slack and what can be done to 
accelerate our transition to a "service economy." 

Area and Regional Comparisons of Occupa­
tional Structure: 

To evaluate occupational changes within the 
state additional comparisons with national and 
regional figures are needed. Again, these com­

parisons are aided by calculation of "location 

quotients." Figure 4-10 compares the occupa­
tional composition of New Jersey and the Mid­
Atlantic region with that of the U.S. 
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The proportion of white collar occupations in 
New Jersey once held a commanding lead over 
the national rate; however, more rapid growth 
in other regions has resulted in only a slight 
"advantage" for our state as of 1970. Although 
blue collar occupations declined sharply within 
the state, New Jersey has maintained a propor­
tion on par with national totals since 1940. 
Service and agricultural occupations also de­
clined relative to the U.S. distribution. 

Misleading conclusions are possible if one 
does not consider the highly urban population 
within the state and its correspondingly slower 
occupational mobility rates as compared to 
many rapidly growing states in other regions. 
A comparison of the occupational structure of 
New Jersey with that of the Mid-Atlantic 
Region shows much the same relative changes 
in white and blue collar occupations; however, 
the location quotient for service occupations 
dropped. 

A better perspective may be formed by view­
ing the concentration of occupations in geo­
graphical areas over time. Since social scientists 
agree there has been a net increase in geo­
graphic mobility; that is, persons changing 
residence and job location, occupativns were 
compared by their relative share of the labor 
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1.7098 
.2096 

1970 

1.0888 
.9901 
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.0305 

1.0570 
.9664 
.9400 
.3185 

force within central cities and within Standard 
Metropolitan Statistical Areas. (Figure 4-11) 

The geographical concentration of service 
workers exhibits the greatest relative change 
over time, shifting decidedly toward central 
cities. There are many plausible reasons for the 
increase in urban services employment by 
establishment, but those that might explain the 
relative shift in residence of service workers are 
not so evident. Technological advances have 
eliminated routine lower paid work in many of 
the goods-producing industries; however, 
similar types of jobs have increased in service 
industries, especially in central cities. The need 
of many services to concentrate in urban loca­
tions, coupled with the availability of low-skill 
labor in those locations probably accounts for 
the urban concentration of this occupation. 
Despite the decrease of manufacturing and blue 
collar related jobs in urban areas, people with 
blue collar occupations increased their relative 
concentration in urban areas. (Note the shift 
from quadrant III to I, Figure 4-11) This situa­

tion may be partly due to the fact that some 
manufacturing industries are slow to relocate, 
either because of their large investment in 

physical plant or dependence on low-wage 
labor. More likely, the lower income of blue 
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collar workers and the cohesion of some working 
class neighborhoods restrain them from moving 
to more suburban areas. As expected, the 
degree of urban residential concentration of 
white collar occupations has declined. The 
interesting thing shown by the 1960-1970 data is 
not the continuing migration of white collar 
people from central cities but a tendency for 
them to move away from metropolitan areas. 

Status Occupations and the Population: 

The shift of white collar occupations to sub­
urban areas in analogous to other migration 
phenomena-the net effect of "push" vs. "pull" 
forces. The simplest explanation is suggested by 
the old maxim: "like attracts like" (and vice 
versa). If this is assumed to hold true, then the 
change in the residential distribution of white 
collar occupations among areas can be predicted, 
or at least explained by, the composition of the 
population within areas. A key to success in 
most fields, especially white collar occupations, 
is educational attainment. We hypothesize, 
therefore, that educational attainment is posi­
tively related and the percent non-white popula­
tion, negatively related to the residential con­
centration of people with ,,vhhe collar jobs. 
Thus the percent of white collar occupations for 
places in New Jersey with populations greater 
than 50,000, SMA's, and counties were regressed 
on educational attainment and the percent of 
non-white population for 1960 and 1970. 

The resulting coefficients of determination 
reveal striking differences between years and 
areas. For 1970 the model does well in explain­
ing white collar variation in urban areas with an 
R2 of 91 percent in SMSA regions and 88 per­
cent in urban places. At the county level, the 
coefficient decreases for counties but educational 
attainment becomes a relatively more important 
variable. In 1960 there was less dependence 
upon educational attainment and the coefficient 
of determination drops considerably, to a low of 
65 percent for New Jersey counties. 

Initially we assumed that the percent of 
non-white population was negatively related to 
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percent of white collar residents; however, the 
relationship turns out to be positive for 
SMSA's and counties in 1960. This undoubtedly 
reflects the fact that, as of 1960, New Jersey 
counties and SMSA's were still admixtures of 
all classes of people even though the central 
cities were not. The change in sign and statis­
tical reliability of our equation from 1960-1970 
is testimony to the increasing strength of centri­
fugal forces affecting population movements 
within the state. In sum, in the more urban 
areas of our state the variation in the proportion 
of white collar residents is largely explained by 
the educational level and racial composition of 
the population. 

Up to this point, discussion has largely cen­
tered about the general groupings of occupa­
tions, Figure 4-12 plots the mobility of more 
narrowly defined occupations. 

Although similar to the grouped occupational 
structure, there are individual jobs that tend to 
either dampen or exaggerate the direction of 
movement of that group. Most white collar oc­
cupations (professional, managerial, sales) show 
a much sharper retreat from central cities. But 
clerical employees, although classified as white 
collar, exhibit a relative shift toward cities which 
parallels that of other lower status occupations. 
Blue collar jobs are similarly affected. Opera­
tives and laborers are now more heavily con­
centrated in central cities, while the more highly 
paid craftsmen have migrated to suburban areas. 
Service and private household jobs show a dra­
matic shift to central cities. Overall, it appears 
that the increased population differentiation 
fostered by increases in education and income 
over the past decade have been strong centrifu­
gal forces tending to increase the relative resi­
dential segregation of groups with different 
socioeconomic status. 

Labor Force Composition by Industry: 

Agricultural jobs appear to be heavily con­
centrated in urban areas, but this can be ex­
plained by the presence of food processing plants 
in these areas. The number of agricultural jobs 
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in less urban areas is often underestimated due 
to the low incidence of Social Security Insurance 
coverage among agricultural laborers. Indus­
tries that have lost their share of the la:bor mar­
ket include transportation and communication, 
construction, and agricultural related jobs. Re­
ductions in these industries characterize New 
Jersey as representative of an urban state with 
relatively mature growth patterns. On the posi­
tive side, the wholesale/retail trade industry, 
though its proportion has fluctuated greatly 
since 1940, has grown to occupy 19.3 percent of 
the 1970 labor force. The proportion of employ­
ment in the services sector has grown steadily 
from 19.4 percent in 1960 to 23.6 percent of the 
1970 labor force. This growth has absorbed a 
great deal of the reduction in manufacturing 
employment. Public administration employ­
ment has grown in relative terms since 1940 and 
now engages 5.2 percent of the labor force. See 
Figure 4-13 for trends in the actual numbers of 
employed persons by industry. 

When we compare the composition of the 
state's labor force by industry of employment to 
that of the nation's, we find that New Jersey still 
has a relatively large share of its labor force em­
ployed in the manufacturing, transportation, 
and financial sectors, even though the location 
quotients for these categories have been steadily 
declining since 1940. The largest declines have 
occurred in the construction, manufacturing, 
and financial sectors. What this means is that 
the shares of the state's labor force which are 
employed in these sectors have consistently de­
clined relative to U.S. shares. In these same 
terms, the New Jersey shares in agriculture and 
services have declined slightly and in public ad­
mm1stration, increased greatly, since 1960. 
Though New Jersey employment in the Trade 
sector has increased greatly in recent years, this 
has not led to an increase in the share of the 
labor force employed in that sector relative to 
the U.S. Given the state's unique location and 
relatively high level of average income and ur­
banization, the location quotient for Services 
seems abnormally low. On the other hand, the 
share of the labor force in public administration 
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jobs is rapidly approaching par with the nation. 
Clearly, the state and local governments will 
have to pay closer attention to the effect of their 
own employment policies on employment, in­
come and unemployment in the state as a whole. 
But these shifts in the composition of the labor 
force can bear more detailed scrutiny if we are 
to derive any useful conclusions for state policy. 

Jobs: City vs. Suburb: 

The industrial structure has also been shifting 
within areas of the state. Figure 4-14 sum­
marizes changes in the locational orientation of 
industries (by establishment) between urban and 
suburban13 New Jersey counties between 1960 
and 1970. Both manufacturing and trade sector 
jobs appear to be decentralizing to the metro­
politan periphery; that is, becoming simultane­
ously less concentrated in urban and suburban 
counties. Services, on the other hand, is the only 
sector whose orientation is becoming unequiv­
ocally more urban. This is true in a relative 
sense even though service jobs are moving to 
the suburbs. 

Construction jobs are leaving urban centers. 
Obviously, urban areas offer few construction 
opportunities compared to high growth subur­
ban areas. Wholesale/retail employment is also 
shifting toward the more lucrative suburban 
markets, partially due to the decline of urban 
shopping centers. Urban based financial estab­
lishments are begining to show a tendency to 
locate away from urban counties. 

Conclusion: 

The state has undergone a great transforma­
tion since 1940. In many respects, the changes 
of the recent decade represent a deepening of 
changes already evident in the earlier two dec­
ades. Certainly this is true with regard to the 

exodus of people, income, and wealth from cen­
tral cities to suburbs, the shift of both labor 
force and employment structure away from 

manufacturing, the dramatic increases in aver­

age incomes and the reduction of the proportion 
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of people in poverty. But some features of New 
Jersey revealed by the 1970 Census are not sim­
ply extensions of past trends. One is that the 
state's central cities may now be more of a trap 
for lower-income, lower status groups than 
earlier. Another is that the process of dispersion 
from urban centers has now obviously gone be­
yond the suburbs to what were once strictly 
rural areas. A third is that certain differentials 
do not appear to be decreasing14-such as the 

black/white income gap; and residential segre­
gation of racial, income, or occupational groups. 
Obviously, some of these features are subtle, 
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open to interpretation, and could bear a much 
closer look. 

Many changes of the last few decades have 
been attributable to the rapid growth of New 
Jersey's population and economy. In particular, 
there has been tremendous in-migration. With 
the onset of changed fertility patterns, increased 
densities, environmental priorities and a services 
economy, it is possible that the state may be 
entering a new phase. In this type of situation, 
the differences of 1960-1970 from 1940-1960 may 
be worth more attention than the more obvious 
similarities. 
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DISTRIBUTION OF ANNUAL INCOME FOR FAMILIES AND 
UNRELATED INDIVIDUALS-NEW JERSEY, 1950 to 1970 
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FOOTNOTES 

1 Newling, Bruce E., "Population Projections for New Jersey to 2000 by Minor Civil Divisions," A study supported by the 
Office of Water Resources Research, U.S. Department of the Interior and New Jersey Department of Conservation and 
Economic Development, 1968. 

2 As shown by a graphical plot on log-probability paper. If the plot on this type of graph is a straight line, this is a strong 
(although not conclusive) indication that the distribution in question is log-normal, i.e. the logarithms of incomes arc 
normally distributed. Clearly, neither the U.S. and N.J. distributions follow this simple form which has interesting 
and straightforward interpretations. Also, it is impossible, on the basis of decennial census data to tell whether the 
U.S. or N.J.-distributions follow the famous "Pareto" distribution since the incomes in the high income "tail" of the 
distribution are not reported. 

3 Income concentration, or Gini Coefficient, is derived from the Lorenz Curve which is obtained by plotting the cumulative 
percent of units (families and unrelated individuals) on the X-axis against the cumulative percent of aggregate income 
accounted for by these units on the Y-axis. If all units had the same income, the Lorenz Curve would be represented 
by a diagonal drawn from the origin. Curves drawn to actual data invariably fall below this line and the greater the 
inequality in the distribution of income, the greater the area between the diagonal line and the Lorenz Curve. Appro­
priately, the area ranges between 0.0 and 1.0. 

4 The Social Security Administration's definition of the poverty level is based on an absolute minimum amount needed 
to feed a family. The range of income cutoffs are adjusted by such factors as family size, sex of the head of the 
household, number of children under 18 years of age, and distinction between farm and non-farm residence. See Harri­
son, Bennett, et al., "Crisis of the Underemployed-In Much of the Inner City 60 Percent Don't Earn Enough for a 
Decent Standard of Living," THE NEW YORK TIMES MAGAZINE, November 5, 1972. 

5 U.S. Department of Labor, Bureau of Labor Statistics. "Three Budgets for an Urban Family of Four Persons, 1969-70," 
Supplement to Bulletin 1570-5; 1972. 

6 These percentages may be slightly overestimated because we are using an average budget for a family of four and not 
taking into account the actual distribution of family :iizes, different ages of family members and similar factors which 
affect the family cost of living. On the other hand, the cost of living in New Jersey urban areas is somewhat higher than 
the U.S. metropolitan average, our estimates do not in elude unrelated individuals who tend to have lower incomes 
than family members, and the average family size is somewhat larger than four. 

7 See Blau and Duncan, THE AMERICAN OCCUPATIONAL STRUCTURE, for a comprehensive treatment of this 
point. 

8 A location quotient provides an index of comparison between two percentage distributions for a particular characteristic 
(C). i.e., 

L.Q. =Percent (C) N.J. A L.Q. greater than 1.00 indicates a relative N.J. advantage 
Percent (C) U.S. over the U.S. for characteristic (C). 

9 Henle, Peter; "Exploring the Distribution of Earned Income," MONTHLY LABOR REVIEW, December 1972, pp. 16-27. 
IO White Collar: includes-professional, managerial and officials, proprietors, clerical, and sales workers 

Blue Collar: craftsmen, operatives, laborers (non-farm) 
Service: private household, food service (restaurant, etc.) workers, protective service workers (policemen, firemen, 

etc.), janitors, etc. 
Agricultural: farm manager, farm labor 

11 U.S. Department of Labor, Bureau of Labor Statistics, ''Occupational Employment Statistics, 1960-1970," Bulletin 1738; 
1972. The corresponding figures for N.J. were released in time for inclusion in this footnote. They compare with the 
U.S. as follows: 

PERCENT OF SERVICE OCCUPATIONS IN SERVICE INDUSTRIES 

Industry U.S. N. ,T. 
Service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 81.2 7 5 .0 
Finance, Insurance, Real Estate . . . . . . . . . . . . . . . . . . . . . . . . 74.7 77.2 
Government . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 5 .0 79 .I 
Trade . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 54.2 61.6 
Transportation-Communication Utilities . . . . . . . . . . . . . . . . 36.2 44.l 
Manufacturing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26.l 18.5 
The differences are marked, with N .J. percentages significantly less in the Service and Manufacturing sectors and greater 
in the others. An examination of these differences in light of N.J. commuting patterns and industry structure may 
provide some explanation for N.J. services employment lagging relative to the U.S. in recent years. 

12 Henderson, John P., "Inflation and the Structure of Unemployment," SOUTHERN ECONOMIC JOURNAL, 1962. 
13 Refer to previous heading, "Stratification of New Jersey Counties." 
14 This tentative conclusion is based on our analysis of census data aggregated by counties and cities. It is possible that 

other data or more detailed census data may show some decrease in these income gaps but it would be surprising if 
these decreases turned out to be significant. 
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More and .more, Ne~ Jersey com~uters li~e th~ir national counterparts are skipping the 7:50 
bus o~ trau:i and t.akmg to the highways m private automobiles. Rising incomes, the growth 
and dispers10n of J<?bs and homes throughout the State coupled with a large increase in the 
number .of aut?mobiles. and also an excellent expanding highway system, are largely responsible 
for the mcreasmg mobile labor force. All can be summed up in ... 

v 
JOURNEY TO WORK* 

THE CASE OF THE NEW JERSEY 
FOOTLOOSE COMMUTER 

The Background 

Turning back the calendar, just prior to the 
mass exodus from the cities to the promised land 
of suburbia, New Jersey in 1950 was home for 
4.8 million people. Over half of these residents 
were concentrated in four northeastern coun­
ties, all in close proximity to New York City. 
Most of the State's employment opportunities 
were also centered in that same location. Like­
wise, all but three of the State's 28 cities with a 
population of 25,000 or more were part of what 
was then considered the New York Metropolitan 
Area. 

In the intervening years that followed, city 
dwellers by the thousands, all over the nation, 
eagerly answered New Jersey real estate adver­
tisements-ads that told them of sunshine and 
fresh air, trees and grass, open space for children 
and the pride of owning a home all possible in 
a suburban community. Likewise, rising abili­
ties, job status and income, as well as the avail­
ability of long-term mortgages, enabled suburbia 
to fit into many more family budgets. The wide­
spread ownership of cars and expansion of the 
State's highway network has made long distance 
commuting possible. Today, residential areas 
are no longer circumscribed by a stagnant public 
transportation system with fixed bus routes or 
railroad tracks. 

Jamming an additional 2.5 million people 
into a highly urbanized State like New Jersey, 
with only an area of 7,489 square miles, could do 
nothing but intensify its population concentra­
tion. The 1970 Census confirmed what was 
already known-New Jersey, with 957.2 persons 
per square mile, was the most densely populated 
of all the states. New Jersey's population and 
density change represents an average growth of 
18.23 or an additional 147 persons on each 
square mile over the past decade alone. 

In the wake of population expansion and mi­
gration, all types of services were needed to sat­
isfy the growing and vibrant demand. Shopping 
centers of all sizes and descriptions, complete 
with branches of well-known department stores, 
supermarkets, variety stores, and specialty shops, 
mushroomed overnight. It was also obvious that 
trade and service establishments were not the 
only job opportunities becoming widespread. 
Industry, too, began to hearken the call of the 
suburbs. Land was cheaper and more readily 
available. Firms were able to combine utility 
and beauty in architecturally attractive one-story 
plants and a new phenomenon developed, the 
"Industrial Park." The labor force was becom­

ing more dispersed and increasingly mobile, 
moving to jobs with greater physical and finan­
cial benefits. 

*Prepared by Shirly .A. Goet~ and Henry A. Watson, Office of Business Economics, Department of Labor and Indust B · 
research and analysis for this report was conducted by Edward Butterer. ry. asic 
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Suddenly It's 1970 

The State has come a long way in a little over 
20 years. A modern Rip Van Winkle would see 
great changes. Population had risen to 7 .2 mil­
lion, nearly one-half again its 1950 level. The 
labor force also had increased and stood at 3 
million strong. All of the growth that mani­
fested itself in suburbia was not, however, be­
cause of the exodus from the older core cities. 
Immigration played a dominant role. New resi­
dents moving into the State during the sixties 
represented 55.73 of the population mix. The 
other 44.33 was due to the natural increase of 
births over deaths. Obviously, New Jersey has 
been a true mecca for greater financial gain and 
a better way of life to thousands of new home 
and job seekers. 

Significant change during the decade has also 
taken place in the quality as well as quantity of 
the work force. Although the typical profile of 
the New Jersey worker in 1970 as in 1960 was 
white, male, and about 40 years old, important 
social and economic characteristics did change 
for the better. Ten years ago the average male 
worker had only ten years of schooling. In 1970, 
however, he was a high school graduate. A dec­
ade ago, he was employed as an operative, earn­
ing between $5,000 and $6,000 a year. In 1970, 
he was predominately in the more skilled cate­
gory of craftsman-foreman. His income, like­
wise, had been raised substantially to a level of 

$9,000. This upgrading has enabled the average 
worker in the labor force throughout the State 
to increasingly "enjoy the good life," to move to 
the suburbs, to own a car, and become a mobile 
"footloose commuter." 

Some minority segments of the population, 
however, have not been as fortunate or fared as 
well. Male Negro and Puerto Rican workers 
according to the 1970 Census typically are less 
educated, work as laborers or operatives in man­
ufacturing and earn less money. In 1970, the 
average Negro worker was about 36 years old, 
had a tenth grade education and earned between 
$6,000 to $7,000 a year. Puerto Rican men aver­
aged 31 years of age, mostly with an eighth grade 
education, with an income between $5,000 and 
$6,000. Lacking economic means, most minor­
ity segments have been tied to the central cities, 
both for residence and jobs, and forced to rely 
on an antiquated inflexible public transporta­
tion system for their "journey to work." 

With increased economic means available to 
more and more, New Jersey residents found 
themselves and their job opportunities increas­
ingly spreading throughout all categories and 
across the State. There are now more than 60 
communities with a population in excess of 
25,000 located in 16 of New Jerst:y's 21 counties. 
Most areas of the State have shown substantial 
growth. South Jersey, a sparsely populated area, 
however, has shown fantastic growth. Ocean 

TABLE 5-1 

SUMMARY OF INTERSTATE COMMUTATION 
1960 and 1970 

(Thousands of Commuters) 

Commuting from New York SMSA to Northeastern N.J. 

Commuting from Northeastern N.J. to New York SMSA 

Commuting from Pennsylvania Part of Philadelphia SMSA to New 
Jersey Part . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Commuting from New Jersey Part of Philadelphia SMSA to Penn-
sylvania Part ............................................ . 
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1960 1970 

51 

163 

18 

56 

90 

182 

37 

74 



TABLE 5-2 

COMMUTING BETWEEN NEW YORK AND NKW JERSEY PORTION OF NEW YORK 
SCA, 1970-NEW JERSEY TO NEW YORK 

WORK LOCATIONS 

County of Westchester & Nassau & 
Residence Manhattan Rest of NYC Rockland Cos. Suffolk Cos. Total 

Bergen .......... 43,957 24,370 6,091 984 75,402 
Essex .......... 10,783 7,497 470 190 18,940 
Hudson ......... 22,015 15,665 465 193 38,338 
Middlesex ....... 7,794 5,329 169 163 13,455 
Morris .......... 6,032 3,521 239 9,792 
Passaic .......... 4,184 3,317 681 166 8,348 
Somerset ........ 2,216 1,481 63 94 3,854 
Union .......... 7,999 5,868 249 162 14,278 

Total .......... 104,980 67.048 8,427 1,952 182,407 

COMMUTING BETWEEN NEW YORK AND NEW JERSEY 1 PORTIONS OF NEW YORK 
SCA, 1970-NEW YORK TO NEW JERSEY 

WORK LOCATIONS 

Newark2 

Area of Residence SMSA Bergen Passaic Hudson Middlesex Total 

New York City ....... 25,546 9,600 7,096 24,272 4,216 70,730 
Nassau County ....... 3,851 1,974 1,556 978 8,359 
Rockland County .... 970 4,284 546 232 6,032 
Suffolk County ....... 1,666 719 514 280 246 3,425 
Westchester County ... 1,387 525 1,912 

Total ........... 33,420 16,577 9,712 26,287 4,462 90,458 

1 Somerset County is not included because it did not appear as a major work location for any of the N .Y. Counties. 
2 Essex, Morris and Union Counties. 

County, traditionally just a seashore resort area, 
led the way with a 93 percent gain in population 
over the past decade. Not only has the popula­
tion increased in numerical terms but also the 
quality of the work force has expanded through 
increased educational and vocational training. 

A Break With Tradition 

Greater labor force mobility has been synony­
mous with dynamic growth and the dispersal of 
people and job opportunities throughout the 
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State. The dynamic interlocking processes of 
new plant location and new housing develop­
ment has continually and constantly altered 
points of origin and destination. New Jersey 
workers in 1970, no longer tied to the tradition­
ally established patterns, traveled longer dis­
tances to reach their jobs. Census data indicate 
that 353 of the labor force in 1970 as opposed 
to 313 in 1960 crossed county lines to reach 
their place of employment. In actual numbers 
this represents an increased mobility of 246,503 
workers. 



Following this trend closely has been the rela­
tive decline in central cities as places of employ­
ment. The old core cities such as Newark, Jersey 
City, Trenton, Camden, Atlantic City and Ho­
boken are no longer the meccas of job seekers 
that they once were. All have suffered large 
declines in population. In 1960, for example, 
over a quarter of all workers living in the three­
coun ty Newark Metropolitan area held jobs in 
the City of Newark. By 1970, however, less than 
193 were employed in the city. The percentage 
of the Hudson County labor force finding em­

ployment in Jersey City dropped from 283 to 
233 over the same time period. Atlantic City, 
which provided jobs for almost half of its 
county's residents in 1960, had only about a 
third in 1970. 

With the State's residents and industries 
spreading out from the cities, umbilical cords 

between New Jersey and its dominating neigh­
bors of New York and Pennsylvania became 
more reciprocal. New Jersey in 1970, as the sev­
enth largest producer of industrial output in 
the nation, had a substantial varied, diversified 
manufacturing and economic base. Thus, New 
Jersey not only continues to send a portion of 
its residents out of State for jobs but also pro­
vides a continuing number of opportunities for 
those who live in neighboring states. While the 
traffic continues to flow more heavily out of 
state during the morning rush hour, commuta­
tion into New Jersey has risen much more sub­
stantially than outcommutation. (See Table 5-1.) 
In 1960, for every three New Jersey residents 
who commuted to work in the New York City 
or Greater Philadelphia areas there was only 
one of the latter residents who commuted to 
New Jersey. This 3 to 1 ratio declined to 2 to 1. 
(See Tables 5-2 and 5-3 for detailed breakdown.) 

TABLE 5-3 

COMMUTING BETWEEN PENNSYLVANIA AND NEW JERSEY PORTIONS OF 
PHILADELPHIA SMSA, 1970-NEW .JERSEY TO PENNSYLVANIA 

WORK LOCATION 

County of Phila. Rest of Delaware Montgomery Bucks Chester 
Residence CBD Phila. Co. Co. Co. Co. Total 

Burlington 2,580 12,425 384 1,152 2,358 119 19,018 
Camden ... 8,289 29,827 1,690 1,690 627 271 42,394 
Gloucester 2,003 8,851 707 379 152 137 12,229 

Total 12,872 51,103 2,781 3,221 3,137 527 73,641 

COMMUTING BETWEEN PENNSYLVANIA AND NEW JERSEY PORTIONS OF 
PHILADELPHIA SMSA, 1970-PENNSYLVANIA TO NEW JERSEY 

WORK LOCATION 

County of Residence Burlington Camden Gloucester Total 

Philadelphia 4,126 12,266 2,236 18,628 
Delaware 1,215 3,641 951 5,807 
Montgomery 1,493 2,850 806 5,149 
Bucks 2,179 2,101 538 4,818 
Chester 633 1,472 609 2,714 

Total ... 9,646 22,330 5,140 37,116 
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Every change brings about its own complica­
tions, placing in most cases additional burdens 
on an inflexible, outmoded public transporta­
tion system. The situation is compounded and 
intensified when other means of transportation 
are sought, specifically when the automobile is 
brought into play. Longer and more diffused 
work trips have thus resulted in a greater reli­
ance on the automobile. Back in the year 1960, 
there were probably plenty of people who, while 
sitting in a rush hour traffic jam wondered 
"How many more cars could possibly jam the 
roads?" Increased auto traffic, however, has 
brought with it an improvement to the State's 
highway system. According to the 1970 Census, 
the numerical increase for the past decade "\Vas 
674,561 in the number of people driving to work 
or riding as passengers in a private automobile. 
That number is presumably still on the rise. 
Since the Census, if the number of new pas­
senger cars registered in the State can be used 
as a guide, the increase has risen by 320,000. 
Today, we estimate that three out of every four 
workers in the State get to their jobs either as 
drivers or passengers in private automobiles. 

The Census data also show that most of the 
increase in driving resulted from an expanding 
labor force although some riders of public trans-

portation have been lured away. Bus travel suf­
fered substantially during the sixties, with the 
number of riders dropping by about 50,000, 
averaging in total to less than 300,000. Working 
at home also became less popular, with a de­
crease of almost 38,000. The other categories, 
claiming a relatively smaller percentage of the 
total transportation picture showed slight in­
creases. The railroad/subway category inched 
up to over 102,000 in 1970. Environmentalists 
and health buffs will be pleased to note that 
walking to work is on the increase throughout 
the State. Residents using only shoe leather to 
reach their jobs, numbered over 223,000, slightly 
higher than the number of walkers in 1960. (See 
Table 5-4 for a breakdown by mode of travel.) 

From Mountains High to Ocean Wide 

New Jersey's counties almost universally fol­
lowed the statewide pattern of increased reliance 
on automobiles and outcommutation. (See Map.) 
However, as would be expected, public trans­
portation was able to hold its own in the most 
densely populated areas of the State. Here 
workers could find a concentration of employ­
ment opportunities and a greater availability of 
public transit facilities. In Hudson County, for 
instance, less than half the labor force used pri-

TABLE 5-4 

MODE OF TRAVEL TO WORK OF NEW JERSEY LABOR FORCE 
1970 and 1960 

Number of vVorkers Percent of Labor Force1 

1970 1960 1970 1960 

Private Automobile, Driver or Passenger 2,105,255 1,430,694 74.1 64.4 
Bus or Streetcar .................. . 299,316 348,278 10.5 15.7 
Railroad or Subway ................ . 102,329 93,162 3.6 4.2 
Walked Only ............... . 223,015 212,839 7.9 9.6 
Worked at Home 56,494 93,517 2.0 4.2 
Other 53,136 41,229 1.9 1.9 
Not Reported 0 120,184 

Total 2,839,545 2,339,903 100.0 100.0 

1 Of those workers reporting mode of travel. 
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KEY 

Mor& than 40% ot· 
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Outcommuting 

30 to 40 Percent 

Less than 10% 



vate autos to get to work. Cumberland County 
is the other extreme where more than six out 
of every seven persons drove to work or were 
passengers in private cars. 

Bergen County was the lone exception to the 
general trend in increased outcommutation and 
registered a fairly substantial decline. Bergen 
historically has been comprised of a number of 
affluent so-called "bedroom" communities with 
workers traveling daily to Manhattan, Newark 
and other employment centers in the Metropoli­
tan area. During the sixties, labor force growth 
was outstripped by a rapid expansion in the 
number of local jobs and as a consequence a 
greater percentage of workers found employ­
ment within the county. In addition to indus­
trial expansion, Bergen also had a sharp rise in 
nonfactory jobs, including the relocation of 
large office and corporate headquarters that 
moved in from New York and other areas. 

Somerset became the county with the greatest 
percentage of outcommuters in 1970. Almost 
half the resident workers traveled to jobs be­
yond the county borders, most to nearby Mid­
dlesex and Union. Both Camden and Glouces­
ter, linked economically to Philadelphia, also 
fall into the group with a high level of outcom­
muting, as did Sussex and Hunterdon. Mainly 
because of the lack of a large industrial base, 
workers crossed over to neighboring areas-from 
Sussex to Morris, and from Hunterdon to Som­
erset and Mercer. 

Passaic, Hudson, Union and Morris generally 
followed the statewide averages for commuting 
patterns. In these counties the attraction of jobs 
in neighboring industrialized areas was balanced 
by a sizable number of job opportunities within 
their own county lines; Burlington, Ocean, 
Monmouth and Warren also fell in this middle 
group. Outcommuting increased sharply during 
the l 960's in Ocean County. Ocean and Mon­
mouth were two of the fastest growing counties 
in New Jersey during the decade. In these coun­
ties, the new arrivals were oriented toward the 
job market in North Jersey and New York. A 
substantial amount of the commutation in War-
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ren County moved across the Delaware to jobs 
in Pennsylvania. 

Essex County had a higher than average share 
of people working locally despite its proximity 
to New York City and the fact that it is com­
pletely surrounded by highly industrialized 
areas. This could be attributed to the large num­
ber of jobs in Newark and other county indus­
trial employment centers and the fact that Essex 
has large pockets of low-income population who 
traditionally travel short distances to places of 
employment. The Mercer County labor force 
also worked mostly at local jobs. Fairly distant 
from both New York and Philadelphia, Mercer 
has a substantial industrial base of its own and 
is the center of State government employment. 

The rest of the counties showing little outcom­
muting-Cumberland, Atlantic, Cape May and 
Salem all lie together in the southernmost part 
of the State. Although each of the counties par­
alleled the Statewide trend of increasing mobil­
ity, the relative remoteness of the area from 
large developed heavy industrial centers still has 
made outcommuting unattractive in most cas~~-; 
Cumberland County continued to remain in 
1970 the most self-contained labor market in the 
State, with almost nine out of ten of its workers 
staying "home" to work. 

What of the Future? 

The dispersion of people and jobs witnessed 
over the past few decades is likely to continue 
throughout the seventies although perhaps at 
a slower rate, as population growth is less spec­
tacular. The social and economic factors at work 
in the past that have helped to bring about this 
dispersion are still present today. Continuing 
development albeit in concert with a growing 
respect for the environment can also be expected 
throughout the State. 

Whether or not the increasing reliance on 
private cars for commuting and the distances 
traveled between home and job will continue 
to rise is not as clear. Certainly, job dispersion 
and economic growth has helped to foster this, 



but has had favorable effects as well-not every­
one commutes in the same direction. The over­
whelming dependence on central business 
districts has moderated. Suburban housing de­
velopments, likewise, can and do provide a 
trained labor supply for many nearby shopping 
centers and industrial parks. 

Dispersion, it appears from the New Jersey 
case, does not necessarily lower the number of 
cars on the road. It has caused them to increase. 
Certainly, there is a limit both to the number 
of cars that can physically move on the highways 
and in the frustration level of the average com­
muter. In some cases, both this physical and 
mental limit may have been reached. It is at 
this point that the footloose commuter may be 
willing to be lured from his own car to join car 
pools, combination park and ride systems, more 
flexible and convenient public transportation, 
and once and for all leave the driving to others. 

Who knows what the future holds for the 
commuter with new bridges going up over the 
Delaware, mass transportation expansion in the 
offing and the lure of sophisticated vehicles like 
the Stal airplane, helicopters and hydrofoil fer­
ries? One thing is certain-New Jersey's work 
force is extremely mobile and on the move. 

Technical Note 

"Journey to Work" data have become much 
sought after statistics over the last decade. In 
1960, the U.S. Department of Commerce, Bu­
reau of Census, added a series of questions to 
the sample schedule for every fourth household 
in the natio~ directed to persons aged l 4 years 
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old and over. The precoded questionnaire 
identified the place of residence. 

With the additional information gathered 
from Questions P28 a, b, c, and P29, informa­
tion was obtained as to the work location of the 
respondent and the principal means of trans­
portation used. The data obtained thus pro­
vided a base for estimating the "Journey to 
Work" patterns of the entire working popula­
tion for l 960. 

The 1970 Census schedule retained the "Jour­
ney to Work" question and has provided com­
parable data for broad base analysis. The l 970 
data were obtained from a 153 sample as com­
pared to the 253 in l 960. A change on the 
Census schedule also found the question listed 
as 29 a, b, c and d. 

Data used in this report were obtained from 
the Fourth Count Summary Tapes issued by the 
U.S. Department of Commerce, Bureau of Cen­
sus. Through special programming, the Office 
of Business Economics extracted the data records 
that corresponded to Question 29. The record 
used is listed in Part II of the "l 970 Census 
Users Guide," as Fourth Count (Pop.) Items 35 
and 36. The record generated data for the first 
20 places of work defined for each county and 
for all of New Jersey's 567 municipalities. A 
Master State Summary Table also was prepared. 
Data for Delaware, Pennsylvania and New York 
were obtained on an exchange basis from the 
appropriate State agency in each of the states 
and used for analysis of "Incommutation." A 
full New Jersey report including data locations 
for each of the State's 567 municipalities is 
planned for release in late Spring of l 973. 
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1 Reported as working in either Burlington, Camden or Gloucester Counties and allocated entirely to Burlington County. 
2 Reported as working in either Camden or Gloucester Counties and allocated entirely to Camden County. 
3 Reported as working in either Bergen or Passaic Counties and allocated entirely to Bergen. 

•NOTE: Totals do not equal total labor force for New Jersey because only major work locations are shown for each county. 

4 Reported as working in either Morris or Union Counties and allocated entirely to Morris. 
5 Reported as working in either Morris or Union Counties and allocated entirely to Union. 
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VI 
INDUSTRY ST{JDY: 

BUSINESS SERVICES IN NEW JERSEY* 

Introduction: 

New Jersey ECONOMIC INDICATORS fre­
quently calls our attention to the fact that ser­
vices activity in the state is on the rise, taking up 
a considerable portion of the slack created by 
downtrends in manufacturing jobs. Unfortu­
nately, these cues have not brought forth any 
response from economists concerned with the 
regional economy. The nature and significance 
of New Jersey's inexorable transformation into 
a "service economy" has been ignored. Mean­
while, planners and industrial development pro­
moters continue to focus their efforts on the 

industrial "economic base." This chapter is a 
first effort to fill the gap in analysis and policy 
concerning this aspect of our state and regional 
economy. 

Business services are the focus of attention for 
several reasons. First, the overall growth of these 
activities has been the fastest among the services­
for-profit industries and, in terms of income gen­
eration, at least as rapid as that of Health and 
Government Services. 

Second, the few earlier treatments of this m­
dustry1 indicated that it was very much an 

FIGURE 6-1 

SERVICES INDUSTRY GROWTH 
UNITED STATES 

(Percent) 

(1) 

National Income-Originating* 

Personal Services 
Miscellaneous Business Services .. 
Medical and Health .................... . 
Government ........................... . 

( 1950-70) ( 1960-70) 

150.0 
723.5 
588.6 
436.0 

63.0 
174.5 
183.2 
139.l 

Source: (1) U.S. STATISTICAL ABSTRACT, 1972, Table No. 518, p. 318. 

(2) 

Employment 
( 1960-70) 

- 31.7 
112.8 
439.7 
310.7 

Source: (2) U.S. EMPLOYMENT AND EARNINGS, 1939-71, U.S. Department of Labor Bulletin No. 1312-8. 1971. 

* Net value added-measured by factor costs in the industry. 

*Prepared by Peter Bearse, Office of Economic Policy. John McManus, Office of Economic Policy helped in the prepara­
tion of the data and many of the figures. 
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"urban" industry (though without clarifying the 
nature of its urban orientation). Lastly, business 
services are intermediate services. As such, they 
may have a special influence on the growth of 
a region's economy. Eighty-three percent of the 
industry's output is sold to other businesses and 
only one-tenth as much to Households. 

The National Context: 

Employment in "Miscellaneous Business Ser­
vices" (Hereafter 'MBS') grew nationally at an 
annual average compound rate of 7. 7 percent 
per annum (p.a.) from 1958-1970. 2 "National in­
come originating" in MBS grew about 11 per­
cent p.a. from 1955-1970.3 The conventionally 
defined "Services" sector expanded its share of 
"national income originating" from 9 to 13 per­
cent, 1950-1970 and MBS from 0.70 to 1.76 per­
cent. 4 Though growing rapidly, these shares are 
still small and by themselves do not adequately 
measure the strategic significance of these indus­
tries in a regional economy. 

Business services constitute a highly articu­
lated "complex" of activities which are interre­
lated via market and other dynamic linkages. 
The boundaries of this complex are not quite 
as well-defined as those for other industrial com­
plexes, such as metalworking or petrochemicals. 
Greenfield ( 1966) 5, for instance, defines a "pro­
ducer services" complex which is much more 
inclusive than the activities we are discussing 
here. "Producer services" encompass parts of 
transportation and communication, financial, 
government, and non-profit services, and now 

generates about 26 percent of national income. 
The various parts of this complex not only pro­
vide intermediate inputs to nearly all other in­
dustries but to each other as well. This means 
that, in terms of conventional multiplier effects 
alone, growth of producer services can be a pow­
erful stimulus to a regional economy. Many 
economists are convinced that this service-base, 
not the industrial base, is the key to the long-run 
growth and development of an urban economy. 

The Urban Institute has defined a "Business 
Services" complex based on statistic~l analysis of 
county and urban-area employment structures 
and trends. 6 It is defined as those services which 
tend to agglomerate in similar locations. Thus 
defined, the complex includes: commercial 
printing, communication, banking, security and 
commodity brokers, insurance carriers, miscel­
laneous business services, legal services, 
non-profit membership organizations, and mis­
cellaneous services. Of course, the most straight­
forward glimpse at the interdependence of vari­
ous economic activities is provided by an 
input/output table. Data derived from the 1963 
table 7 are shown below. 

The significance of business services as an inter­
mediate industry is immediately clear, especially 
in contrast to personal services. For the com­

bined "Business Services" category which in­

cludes Professional Services, intermediate out­
put was 78.4 percent of total output, compared 
to 18 percent for Personal Services. For MBS 

alone this figure is even higher-83 percent. In­
dustries which purchase at least one billion dol-

FIGURE 6-2 

INTERMEDIATE PURCHASES AND SALES 
BY SERVICE INDUSTRIES, 1963 

(As a percent of an Industry's total output) 

Miscellaneous 
Personal Business Professional 
Services Services Services Advertising 

INPUT ............... . 36.03 35.8% 28.8% 90.7% 

OUTPUT ............ . 18.03 78.4% 72.23 98.73 
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lars of MBS output are: Printing and publish­
ing, radio and television, real-estate, and MBS 
itself. MBS industries also purchase large 
amounts of output of these same industries as 
inputs to their own activities, including one bil­
lion dollars or more of output from the trade 
and financial sectors and MBS itself. What in­
put-output tables show very clearly is the large 
degree of interdependence among the set of MBS 
industries and between these and other indus­
tries within the larger "producer services" sector. 
Also, when one looks at final rather than inter­
mediate demand, what is most striking is the 
large and rising percent of MBS final demand 
sales which are purchased by all levels of govern­
ment ( 46 percent as of 1963). If, appropriately, 
·we view government as an intermediate activ­
ity rather than simply a source of final demand, 
then the intermediate share of MBS output 
comes to _about 91 percent. MBS activities ap­
pear to be one of the important links between 
the public and private sectors. 

The Regional Context: 

The state of New Jersey is not an economic 
region. It has often been described as a corridor 
between two metropoli. Similarly, as a working 
hypothesis, we treat the state as a dipole-its 
northern half oriented to New York City and 

its southern half to Philadelphia. The validity 
of this hypothesis will be examined. Thus two 
regions are defined: one comprising all New 
York State, Fairfield County, Connecticut and 
the IO urban counties of North Jersey (includ­
ing Mercer); the other comprising the Philadel­
phia metropolitan area, the South Jersey Coun­
ties, and the ·Wilmington metropolitan area. 
Both regions are relatively self-contained in the 
sense that they include the commuting sheds of 
both New York and Philadelphia. 

The annual average rates of change of em­
ployment in "business services"s are shown be­

low for the U.S., N .J ., the two regions and their 

N .J. portions (See Figure 6-3). This highly ag­
gregate view suggests a diffusion pattern for 
these industries quite similar to that observed 
for manufacturing and other industries; namely, 
a more rapid rate of growth outside of the north­
east and in areas within the northeast which are 
away from the areas of initial industry concen­
tration. The growth rate of employment in 
business services in New Jersey has been greater 
than that for New York State but similar to that 
for the United States over the period 1951-1971. 
Rates of growth have been higher for Philadel­
phia City than for New York City and those for 
New Jersey counties peripheral to the former 
correspondingly higher than those peripheral to 

FIGURE 6-3 

1951-1971 .. 

1953-1969G 

1956-1970 

BUSINESS SERVICES EMPLOYMENT 1 

ANNUAL AVERAGE (Compound) RATES OF INCREASE (Percent) 
1951 - 1971 

N.Y. Phila.4 
State+ S.M.S.A. N.Y. Phil a. 

N.J. N.N.J. 2 S.N.J.:~ N.N.J. + S.N.J. CITY CITY 

7.4 8.4 6.6 5.4 6.7 3.8 4.7 

6.9 6.6 IO.I 5.8 7.2 4.3 7.8, 

7.4 7.0 10.2 5.9 8. l 4.6 5.4 

1 Source: COUNTY BUSI;'\ESS PATTERNS, 1951, 1956, 1971; Business Services includes SIC 73 + 89. 

U.S. 

7 .1 

6.0 

5.2 

2 Includes: Bergen, Essex, Hudson, Mercer, Middlesex, Mon mouth, Morris, Passaic, Somerset, and Union Counties-N .J. 
3 Includes: Atlantic, Burlington, Camden, Cape May, Cumberland, Gloucester, Ocean, and Salem Counties-NJ. 
4 Includes: Bucks, Chester, Delaware, Montgomery, and Philadelphia Counties-Pa. 
;i Both years containing the peak of a business cycle, according to The National Bureau of Economic Research. 
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the latter. The rates for South Jersey counties 
(SNJ) are significantly different from those for 
North Jersey counties (NNJ). The former are 
more closely related to the Philadelphia than the 
New York rates of change. Thus the dipole 
analogy appears to be reasonable. 

The pattern of growth rates suggests some 
questions about the locational pattern of growth 
in business services. Is it a hierarchical process 
of diffusion? In other words, does growth spread 
from the "center" (New York City) in a stepwise 
fashion-to other large cities, to suburbs, to 
smaller centers and then to rural areas? Or does 
it follow a less determinate process, influenced 
mainly by initial degrees of industry concentra­
tion and broader locational categories? The first 
we will call our "central-place" hypothesis; the 
second our "rank-size" hypothesis. We want to 
examine these. First, let us take stock of some 
economic models which might help us explain 
our observations. 

Some Alternative Frameworks for Industry 
Analysis 

When one is trying to examine the simulta­
neous gruwth and spatial arrangement of a set of 
economic activities, only a few applicable models 
come to mind. In the case of services the num­
ber is fewer still. In fact, there is only one which 
purports to explain the spatial organization of 
services activities; that is, the Chris taller /Losch 
(C/L) "central-place" model. It cannot be used 
as is, he. Never, because it applies to consumer 
and not business services. In simplest terms, the 
model describes a regular, hierarchical spatial 
pattern of industries and urban areas. Such a 
pattern would arise if, simultaneously, all busi­
nesses and households were assigned "optimum" 
locations-those which perfectly satisfy a mea­
surable goal, such as: minimize transportation 
costs or: minimize the number of urban centers 
needed for efficient provision of goods and ser­
vices. Not only are the underlying assumptions 
unreal but the supposed optimality of the pat­
tern becomes highly doubtful if intermediate 
goods or services are included. Thus the C/L 
model per se turns out to have little or no con-
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tent from a policy perspective. Its main concept, 
however, is intuitively appealing and should be 
explored further. That is, that the characteris­
tics of both urban areas and services industries 
are such that these industries' locations form 
some sort of hierarchical arrangement. 

Those familiar with the use of scaling tech­
niques may recognize that the Christaller pat­
tern is theoretically equivalent to a one-dimen­
sional Gutman scale. 9 This scale arranges a set 
of activities into a simple hierarchy, or ranking, 
based on their frequency of occurrence among 
the various locations throughout a region. The 
lowest ranking activity is the most common 
one which appears in all or nearly all places. 
The highest ranking activity appears in one or 
very few places. Business services industries do 
form simple scales. Three alternative scales 
were developed and found to be statistically sig­
nificant. At their apex is either communication, 
financial or administrative services centered in 
Manhattan. (See Figure 6-4.) Research, other 
administrative, or subsidiary "communications" 
type activities (such as advertising, mailing, 
TV) come next in the hierarchy, and these are 
slightly decentralized. Most of the scale rankings 
make intuitive sense; some are curious. 'Build­
ing services' rank higher than 'Engineering and 
Architectural Services,' 'Equipment rental' 
higher than 'Protective Services' or 'Temporary 
Help' and the latter higher in turn than 'Busi­
ness Consulting.' These observations suggest, 
though by no means prove, that services which 
involve more physical (property) capital are 
more centralized than those which rely on "hu­
man capital" (highly trained people) and, in 
turn, those which require relatively more em­
bodied human capital, such as consulting ser­
vices, are more decentralized than those which 
require less. 

There is a well-developed body of theory con­
cerning certain frequency distributions which 
can be used to analyze the distribution of indus­
try within a region. These distributions are 
highly skew; that is, they are not symmetric 
about the peak and they have long "tails" be­
cause a few observations possess very high 



FIGURE 6-4 

THREE GUTMAN SCALES FOR BUSINESS AND RELATED SERVICES 

Rank Scale (1) Scale (2) 

Movie Production Administrative 
Units (FIRE) 

2 Miscellaneous Services, Administrative 
n.e.c. Units (C) 

3 Non-Profit Research Commercial Testing 
Labs 

4 Advertising Administrative 
Units (TCU) 

5 Employment Agencies Administrative 
Units (S) 

6 Medical Labs Research and 
Development Labs 

7 Business Associations Equipment Rental 

8 Building Services Administrative 
Units (WT) 

9 Engineering and Protective-
Architectural Services Detective Services 

IO Labor Organizations Temporary Help 

11 Miscellaneous Business Business Consulting 
Services, n.e.c. 

12 Health Services, n.e.c. Administrative 
Units (RT) 

Statistics: 
Coefficient of Reproducibility (1) 0.95; (2) 0.93; (3) = 0.94 
Coefficient of Scalability (1) 0.85; (2) 0.74; (3) = 0.74 

Coefficient of Reproducibility higher than 0.9 is considered to indicate a valid scale. 

Abbreviations: n.e.c. 
FIRE 
c 
TCU 
s 
WT 
RT 

not elsewhere classified = Finance, Insurance, Real Estate 
= Construction = Transport, Communications, Utilities 
= Services = Wholesale Trade 

Retail Trade 

Source: Derived from 1970 County Business Patterns data (73 observations) by Peter Bearse. 
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Scale (3) 

Transportation 
Services 

Motion Pictures 

Repair Services 

Public TJ tilities 

Miscellaneous 
Business Services 

Educational 
Services 

Miscellaneous Svs 
Services 

Communication 

Entertainment, 
n.e.c. 

Auto Repair 

Legal Services 

Personal Services 



values. (For examples, see Figure 6-10). The 
degree of "skewness" is a good indicator of the 
extent to which industry is concentrated in a 
few cities or areas. These distributions are 
interesting and useful for the following reasons: 
( 1) The frequency distributions of business 
services employment among counties or cities 
are of this type; (2) They are compatible with 
some of the "central-place" patterns discussed 
above; 1 o and (3) The processes which generate 
them are simpler, requiring weaker assumptions, 
than those which underlie "central-place" or 
conventional industry-location models. Figure 
6-5 shows double-logarithmic plots for the 
cumulative frequency distributions of business 
services employment among counties of the 
New York/North Jersey region. Though one's 
first impression from the data is one of great 
changes in the distribution of these activities, 
the plots show surprising stability over the pe­
riod. They also subdivide the region into sets 
of counties which have certain similarities or 
spatial relationships. 

In statistical terminology, these distributions 
have significantly higher measures of skewness, 
kurtosis (peakedness) and variance than normal 
or other symmetric distributions. A good indi­
cator of the spread of business service activities 
is the downward trend of these measures for the 
county distribution of various characteristics of 
the services industry over the region. In addi­
tion to employment and receipts, these charac­
teristics include: employees per establishment, 
average payrolls per employee, receipts per em­
ployee and establishments with payroll. The 
distribution of percent changes in most of these 
characteristics is also highly skew. Thus the 
overall picture provided by the distributional 
perspective is one of significant change (spread) 
but also relative stability within an unmistak­
ably hierarchical spatial arrangement. 

The county and city distributions of some 
other industries provide a useful contrast. The 
distribution of manufacturing and personal ser­
vices employment is much less concentrated than 
that for business services. The distribution of 
larger manufacturing units is less concentrated 
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than that for smaller units; whereas the contrary 
is true for the distribution of larger MBS units 
vis-a-vis smaller. There is only a small degree 
of variation among counties in their shares of 
employment in manufacturing, whereas the 
share of business services employment in total 
services is significantly larger for the larger, 
more urban counties. The county variation of 
manufacturing productivity,11 however, is much 
greater than that of manufacturing employment 
and the variance has risen since 1951. 

Economic base theory is often used to forecast 
the growth of services activity in a region. This 
theory divides the industries of a region into 
two groups: "basic" and "non-basic." The basic 
industries are those that export their product to 
markets outside the region. The non-basic sec­
tor, viewed as a set of "residentiary" or local 
"population-serving" activities, is usually defined 
to include services. This framework is equiva­
lent to a two-sector input-output model and is 
just about as appropriate for discussing the eco­
nomic development of an area. It is based on 
the assumption that the external-market-ori­
ented, goods-producing industries are the ones 
which generate income, wealth, and develop­
ment for a region. Many urban economists dis­
pute this view (e.g., Thompson, 1961; Artie, 
1970; Meier, 1962 et seq. 12). They say that if 
one is concerned with the long-run development 
of an urban economy rather than predicting its 
short-run response to external impulses, it is the 
local, services-oriented sector which is more im­
portant. The diversification and efficiency of 
this sector is critical to the processes of adapta­
tion, learning, communication, coordination, in­
novation, labor force specialization, and changes 
in business organization which underline devel­
opment. These processes are precisely those em­
braced by the business services industry. 

Thus one would not expect economic base 
theory to explain observations on business ser­
vices employment. Our initial observations in­
dicate that the growth and diversification of 
business services is less in areas where "basic" 
large-scale manufacturing predominates. For 
example, there are marked contrasts in this re-
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FIGURE 6-5 

COUNTY DISTRIBUTION OF BUSINESS SERVICES* EMPLOYMENT 
NEW YORK/NORTH NEW JERSEY REGION, 1951-1971 
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gard between the Buffalo and Syracuse, New 
York metropolitan areas and the Jersey City and 
Newark, New Jersey areas. Areas with high per­
centages of overall employment in manufactur­
ing tend to attract lower shares of growth in 
services. We could also assume that larger busi­
ness units of all kinds are more likely to be 
"basic." But we find that the correlation be­
tween percent changes in MBS employment and 
total business units declines with increasing size­
class of the units in an area. 

The business services industry cannot be 
assigned to either part of the economic-base 
dichotomy. A comparison of business and per­
sonal services is illustrative. The usual defini­
tion of a "residentiary" activity is that it is tied 
to a local market; that is, practically all variation 
in the level of the activity can be explained 
solely by reference to local population and in­
come. Personal services is a residentiary indus­
try. The variation of its employment density is 
largely explained by the variation of its popula­
tion density. The rate of increase of personal 
services employment is largely (693) dependent 
on the population growth rate whereas this fac­
tor explains very little (8.43) of the variation 
in the percent growth of employment in busi­
ness services. Furthermore, the relationship to 
changes in total employment or business estab­
lishments is positive in the case of business ser­
vices employment but negative for personal 
services. Lastly, the distribution and growth of 
business services is dependent on aspects of the 
urban structure of a region which are not cap­
tured by simple measures of population size and 
density which suffice for personal services. These 
aspects are discussed further on. 

The above contrast relies on an oversimplified 
dichotomy of its own. There are in fact several 
so-called "personal services" which, like business 
services, are neither residentiary or non-residen­
tiary; for example, commercial laundries, pho­
tography studios, and linen supply (See Figure 
6-9). The most striking feature of the services 
sector has been rapid diversification of activities 
over time and space. The basic failing of an 
economic base approach is its inability to handle 
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this feature. Walter (1970) 13 has shown that an 
area's economy does not have to move much be­
yond the stage of "single enterprise" dominance 
before economic base concepts become inappro­
priate. A services-based model of the urban 
economy is sorely needed. Such a model is likely 
to be a selective synthesis of elements from the 
theories we have mentioned plus some others. 

Focus: Business Services Employment in New 
Jersey 

The growth of business miscellaneous services 
in New Jersey has tended to keep pace with the 
trend for the U.S., though the pattern of annual 
rates of change has been quite different. Over 
the period 1951-71, New Jersey MBS (SIC 73) 
growth rates have been greater during the earlier 
and recent years and lesser during the in-be­
tween years. The New Jersey growth rate of 
employment in SIC 89 has been significantly 
higher than the U.S. and the state's share has 
been rising. This increase has been due to in­
creases in all components of SIC 89-accounting, 
auditing, bookkeeping; non-profit research, and 
architectural-engineering firms. It may seem 
surprising that business services in SIC 73 have 
not fared better relative to the U.S. Figure 6-6 
shows, via location quotients,1 4 New Jersey's 
relative position for the various business service 
industries. New Jersey has tended to improve 
its position relative to the Middle-Atlantic census 
region but the advantage of the region relative 
to the U.S. has declined, though it is still signifi­
cant (All quotients above one except for "credit­
reporting and collection.") Again, SIC 89 is the 
exception. Location quotients have declined for 
advertising and "duplicating, mailing, steno­
graphic services," and "miscellaneous" and have 
increased for "private employment agencies" 
and "services to buildings." 

New Jersey is at a considerable disadvantage 
with regard to advertising, private employment 
agencies, and credit reporting and collection. 
This is understandable in view of the nearness 
of New York City. '~hat is somewhat disturb­
ing, however, is the tendency of the New Jersey 
quotients to decline since 1961, both relative to 



the region and the U.S. Also, 1970-1971 was the 
first year in almost 20 years to show absolute 
declines in the U.S. and the two regions which 
include New Jersey. Part of this may be due to 
the recession. A plot of U.S. business services 
employment, however, shows a consistent tend­
ency for the industry's growth rate to decline. 
This is to be expected as an industry matures. 

This tendency has not yet been manifest in New 

Jersey, except perhaps for the MBS component. 
Business Services employment in New Jersey did 
not decline over 1970-1971, but the increase was 
less than l percent. These observations, in toto, 

suggest that it would be unrealistic to expect 
continued high rates of growth of business ser­
vices employment without policy measures 
which favor such growth. 

The middle-range of business service units 
(20-100 employees) have increased the fastest in 
New Jersey. A significant part of this growth is 
due to net in-migration of firms20 from other 
areas, notably New York City. As of 1971, 
North Jersey counties had 19-21 percent of the 
NY /NNJ region's business service firms in all 
except the largest categories (250 and up). It 
might be worthwhile to identify the largest em-

FIGURE 6-6 

SIC No. 

(73) 

(89) 
(731) 
(732) 

(733) 

(734) 
(736) 

(739) 

SIC No. 

(73) 
(89) 

(731) 
(732) 
(733) 
(734) 
(736) 
(739) 

LOCATION QUOTIENTS - BUSINESS SERVICES 
New Jersey vis-a-vis the U.S. 

1951 1959 1962 

Miscellaneous Business 
Services 1 ............. 1.5573 1.5287 

Miscellaneous Business 
Services2 . . . .......... l.1174 1.2550 1.4171 

Miscellaneous Services ... 0.7000 0.7273 0.7976 
Advertising . . . . . . . 0.5833 0.5000 
Credit Reporting and 

Collection ............ 0.6667 0.6364 
Duplicating, Mailing, 

Stenographic Services 1.7000 1.5455 
Building Services ........ 1.0000 1.2759 
Private Employment 

0.4000 0.8333 Agencies ............. 

Miscellaneous .......... 1.6410 1.7830 

Middle-Atlantic3 vis-a-vis the U.S. 

1951 1959 1962 

0.7254 0.7318 1.0308 
0.6437 0.7053 
0.3256 0.2927 
0.8000 0.7778 
1.0000 0.8947 
0.7586 0.9487 
0.4000 0.7143 
1.1636 1.3404 

1 Derived from EMPLOYMENT AND EARNINGS data; for which the most recent figures are 1970. 
~This and all others from COUNTY BUSINESS PATTERNS data, for which the most recent are 1971. 
3 Region= States of N.Y., N.J. and Pennsylvania. 
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1970/71 

1.4461 

1.1197 
0.9245 
0.5500 

0.6667 

1.2727 
1.1538 

0.6667 
1.2179 

1970/71 

0.8785 
0.8376 
0.2973 
0.8001 
0.8235 
0.9375 
0.6001 
0.9821 



ploying units and see whether they can be in­
duced to move to New Jersey. 

The changing distribution of New Jersey's 
labor force provides additional perspective. 
Using Greenfield's definition of "producer 
services," we have estimated the state's labor 
force in these activities for 1950-1970. (See 
Figure 6-11) The expansion of the labor force 
in each of the categories has been rapid, and for 
several of them, more rapid over the recent 
decade than the earlier. These increases have 
also been more rapid than the expansion of the 
labor force as a whole. So producer services' 
share of the labor force has risen from 13 to 15 
percent. The most significant expansion has 
clearly been in the categories we have previously 

labelled "business services," miscellaneous pro­
fessional services, and government. New Jersey's 
evident ability to hold, attract and expand its 
resident "producer services" labor force suggests 
some optimism regarding its ability to attract 
new investment in corresponding types of 
activities. 

The rates of growth of business services em­
ployment vary widely among New Jersey 
counties and cities. Over the period 1951-1971 
the rates of growth in the most urban counties 
have been slower, on the average, while those in 
suburban counties have been higher. (See Figure 
6-7). The rates in rural counties vary greatly 
from low to high. Year-to-year rates for urban 
counties are significantly more stable than those 

FIGURE 6-7 

BUSINESS SERVICES EMPLOYMENT1 
ANNUAL AVERAGE RATES OF INCREASE, MEAN RATE OF 

INCREASE AND COEFFICIENT OF VARIATION 2 

County 

Atlantic ........................ . 
Bergen ......................... . 
Burlington . . . . . . . . . . . . . . . . . . . . . . 
Camden ...................... . 
Cape May ...................... . 
Cumberland .................... . 
Essex ....................... . 
Gloucester ..................... . 
Hudson ........................ . 
Hunterdon ..................... . 
Mercer ....................... . 
Middlesex ...................... . 
Monmouth ..................... . 
Morris 
Ocean 
Passaic 
Salem 
Somerset ....................... . 
Sussex ......................... . 
Union . . . ........ . 
Warren 

Annual Average 
(Compound) 

Rates of Increase 
(Percent) 
1951-1970 

9.6 
14.6 
18.1 
11.2 
6.9 

14.5 
5.9 
7.4 
5.6 

13.3 
10.l 
12.7 
11.3 
7.4 

11.7 
8.9 
7.8 

12. l 
21.1 

1.6 
7.7 

Mean Rates 
of Increase 
(Percent) 
1951-1970 

11.7 
13.8 
24.4 
12.0 
9.0 

19.9 
5.6 

14.4 
6.1 

18.1 
10.7 
13.3 
15.2 
9.6 

14.3 
8.4 
8.5 

13.0 
21.0 

5.4 
9.5 

1 Source: COUNTY BUSINESS PATTERNS, 1951-1971; Business Services Employment includes SIC 73 + 89. 
2 Coefficient of Variation= (Standard Deviation/Mean) x 100. 
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Coefficient 
of 

Variation 

122.273 
96.821 

147.359 
107.428 
170.700 
140.936 
101.567 
217.749 
165.998 
144.680 
103.235 
78.082 

231.946 
213.922 
147.950 
84.631 

347.075 
278.504 
110.061 
322.476 
252.919 



for other counties while those for rural counties 
are extremely variable. Referring to our larger 
sample, it is also evident that growth rates for 
this industry tend to be larger if a county con­
tains a large university or government complex. 
Counties with an urban center which is both 
old and small tend to suffer from both low 
growth rates and high rate variability. Perhaps 
the only example in New Jersey is Union 
County, though there are several examples in 
upstate New York. 

MBS employment has been growing in most 
New Jersey cities but at a rate significantly 
slower than for the state as a whole. Thus, from 
1948-1967 the share of this employment in the 
state's older central cities was cut in half-from 
70 percent to about 36 percent. Meanwhile, 
towns and cities in the faster growing suburban 
counties, such as Bloomfield, Clifton, and 
Hackensack, have been increasing their share. 
There are few exceptions to these trends. MBS 
employment shares in Elizabeth and Trenton 
rebounded (1963-1967); Jersey City's share has 
not declined much. Nevertheless, even in New 
Jersey MBS remains a predominantly urban in­
dustry, with 45 percent of its employment 

located in the state's larger cities and towns as of 
1967. 

Newark is a case in itself. Its share of MBS 
employment has declined from almost 40 per­
cent in 1948 to about 19 percent as of 1967. 
Unpublished "covered employment" data15 now 
indicate that this employment has begun to 
decline absolutely as well as relatively after in­
creasing steadily from 1948 to 1970. Since 1948 
Newark's MBS specialization and main source 
of employment growth has been the less 
sophisticated services, principally services to 
buildings and detective-protective services. 
Many of the more sophisticated services, such as 
business consulting, are included in the catch-all 
"not elsewhere included" or "other" categories 
where employment levels have declined. In this 
regard, Newark may suffer from two disad­
vantages: ( 1) contiguity to Manhattan; and (2) 
the exodus of its professional, technical and best 
educated labor force. Nevertheless, the expan­
sion of MBS employment in Newark has been a 
contributor to the overall expansion of services 
employment in Newark and Essex County. A 
decline of this industry, in con junction with the 
out-migration of related activities in finance and 

FIGURE 6-8 

GEOGRAPHIC CONCENTRATION OF BUSINESS SERVICES 

RECEIPTSl EMPLOYMENT2 

Share of Share of Share of Share of 
U.S. Region U.S. Region 

I I I I 
1948 

I 
1967 1948 

I 
1967 1951 

\ 

1971 1951 I 1971 
I 

I I I I 
New York City 30.0 

\ 

25.0 84.8 
I 

79.6 21.8 I 11.6 76.4 I 57.4 
I I 

I I I I 
NY/NNJ Region 35.3 I 31.4 100.0 I 100.0 28.6 I 20.2 100.0 

I 
100.0 

I I I 
I I I I 

Philadelphia 2.5 
I 

2.3 91.3 I 65.6 2.8 
I 

1.8 85.7 I 58.1 
I I 

I I I I 
Philadelphia- 2.9 I 2.6 100.0 I 100.0 3.3 I 3.0 100.0 

I 
100.0 

SN] Region I 
\ \ I I 

1 Receipts for SIC 73. 
2 Employment for SIC 73 and 89. 

Source: See Footnote 22. 
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insurance, may seriously effect the long-run 
economic prospects of the city. 

Observations and Conclusions from a Larger 
Sample of Counties: 

Some statistical observations were made on 
the 73-county sample which covers the NY /NNJ 
region as defined above. Most of the data used 
were for the beginning and end points of a 
20-year interval; 1948-1967 or 1951-1971.16 At 
the beginning of this period, business services 
employment was extremely concentrated in 
New York City, especially in Manhattan, and 
receipts even more so, as shown in Figure 6-8. 
The changing location of business services can 
be viewed as a process of spread, or diffusion, of 
these activities from New York City to other 
parts of the region. 

Let us look at five key features of this process: 
(i) Initial Advantage-To what extent is the 
diffusion of business services over the region 
conditioned by initial industry location patterns 
(as of 1951)? The significance of several differ­
ent indicators of a county's "initial advantage" 
for the growth of business services was tested 
via simple correlations of these measures with 
the rate of growth of employment in business 
services. These indicators included: employ­
ment density in business services; number of 
FOR TUNE-500 corporate units; manufactur­
ing productivity; share of county employment 
in manufacturing, transport-communications­
utilities; finance-insurance-real estate and ser­
vices; age of largest city; logarithm of size of 
largest city; number of employing units of size 
500 or larger; and number of manufacturing 
units with 100 employees or more. Among all 
these only manufacturing productivity and age 
of central city proved to be significant at the 5 
percent level, with a positive association in both 
cases. The "age" factor will be discussed further 
on, along with other dimensions of "urbaniza­
tion." The lack of association with the initial 
distribution of corporate units is somewhat 
surprising and requires further analysis. Others 
have suggested that the locational concentration 
of corporate units is somewhat dependent on 
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the existence of a variety of business services. 
The results do not contradict this but simply 
raise the question whether there is an inverse 
line of influence from corporate units to busi­
ness service units. The following is offered as a 
tentative explanation. Large corporate offices 
may be somewhat self-contained; that is-per­
form most of their business services activities 
"in-house." Highly productive clusters of manu­
facturing plants, on the other hand, are likely 
to be quite specialized, in need of certain 
business services, and able to afford them. 

The rate of growth and share of growth of 
business services employment is significantly 
and positively correlated with the base-year 
share of such employment. Thus the diffusion 
process is highly constrained by the initial loca­
tion pattern. 

(ii) Industry Composition-How do differ­
ences in industry structure among counties 
affect the share of total economic activity 
devoted to services and business services? It has 
often been observed that overspecialization of a 
local or regional economy in one type of in­
dustry inhibits its adoption of new, faster-grow­
ing activities when the older industry matures. 
Thus we find that the 1970 county employment 
shares in total services have a strong and signifi­
cant negative correlation with both 1951 and 
1970 shares in manufacturing, indicating that 
specialization in the latter does inhibit growth 
in the "newer" service-economy. The negative 
association is stronger now than it was 20 years 
ago. The share of county employment in busi­
ness services also correlates negatively with share 
in manufacturing, though the relationship is 
less strong than for services as a whole. Finally, 
it is more true now than 20 years ago that 
counties which have relatively large amounts of 
one type of services employment also have rela­
tively large amounts of other types. This may 
be an indication of greater interdependence 
among services industries. 

(iii) Urbanization-What are the features of 
urban structure which most strongly influence 
the pattern of growth and spatial organization 



FIGURE 6-9 

INDICES OF URBANIZATION-UNITED STATES 
BUSINESS AND PERSONAL SERVICES 

BUSINESS SER VICES 1948 

Miscellaneous Business Services ........ . 
Credit Reporting and Collection ....... . 
Duplicating, Mailing, Stenographic ..... . 
Services to Buildings ................. . 

67 
62 
71 
62 

PERSONAL SERVICES 1948 

Personal Services .................... . 
Barber Shops ........................ . 
Funeral Service and Crematories ....... . 
Power Laundries, Family and Commercial 
Industrial Laundries ................. . 
Linen Supply . . . . . . . . . . . . . . . . . . . . . . . . 
Diaper Service ....................... . 
Photographic Studios ................. . 

*From Duncan, O.D., op. cit. (footnote I). 

of business services? Among counties of the 
region, we find that the variation of employ­
ment levels in business services shows a 
significant positive correlation with population 
density and the size and age of the central city. 
A "market potential" index of urbanization 1 7 is 
also significant, indicating the importance of a 
county's nearness to metropolitan areas within 
the region. These initial observations suggest 
that business services activity depend on urban 
structure in a way which is quite different and 
more subtle than that for other activities. Since 
New Jersey's urban location and structure are 
somewhat unique, the nature of this relation­
ship must be pursued further. 

One of the most important dimensions of 
urbanization is the distribution of cities by 
population size. Using 1954 data, Duncan 18 

analyzed the similarity of this distribution and 
the distribution of services industry receipts; 
i.e. how various services industries were arrayed 
along the urban size hierarchy. For comparison, 

39 
27 
25 
43 
62 
63 
57 
47 
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Index of 
Urbanization 

1954* 

55 
65 
54 

1954 

23 
21 
40 
61 
58 
54 
44 

1963 

54 
51 
54 
46 

1963 

28 
16 
16 
38 
46 
55 
53 
41 

Percent 
Change 

1948-1963 

18.9 
17.2 
24.l 
26.l 

1948-1963 

27.9 
40.8 
34.9 
13.l 
25.3 
12.6 
7.4 

12.5 

we repeated his analysis for 1948 and 1963, the 
earliest and latest years for which comparable 
data are available. The analysis employs an 
"index of urbanization" 1 9 which simply mea­
sures the extent to which industry receipts are 
more concentrated in larger urban places than 
is population. As expected, business services are 
much more an urban industry than personal 
services. Both are becoming less concentrated 
in the larger cities. (See Figure 6-9) As men­
tioned above the two classifications overlap 
somewhat. Some so-called "personal" services­
Power Laundries, Other Laundries, Linen 
Supply and Diaper Services-all possess indices 
at least as high as many business services. Com­
parisons over the years indicate that the ranking 
of these industries according to degree of urban 
concentration tends to be maintained. The only 

significant shift was the rank of "Diaper 
Services," which remained a highly urbanized 
industry. (And then came Pampers!) Industries 
which are relatively unsophisticated but highly 



urbanized at the earlier date (Duplicating, Mail­
ing, Steno, Building Services and "other" 
Laundry Services) have spread more rapidly to 
lower ranking cities than those which, pre­
sumably, are more sophisticated (Advertising, 
Credit Reporting and Collection, Power 
Laundries). Given our small sample, these 
observations are tentative and should be ex­
plored further. 

Duncan concluded that three factors account 
for the concentration and specialization of 
business and some personal services in cities: 
(1) the effect of the urban environment on needs 
and preferences; (2) external economies; and 
(3) the size of the local market. For the most 
part, these factors do not conform with either 
"central place" or "economic base" viewpoints. 
Unfortunately, a definitive test of these con­
clusions, especially for recent years, is extremely 
difficult because appropriate data have not been 
reported. 

(iv) Firms of Different Size-Do their loca­
tional characteristics and trends differ signifi­
cantly? The percentage of business service firm 
"units" concentrated in New York City was 
examined by employment size~classes in the 
years 1951, 1971.20 It was found that the degree 
of concentration increases slightly with size of 
unit up to the largest, where the concentration 
jumps to about 75 percent. The spread of 
establishments out of New York City is greatest 
for the middle size-range.21 It is practically nil 
for the size-class "500 and over." The City's 
share of these establishments has only decreased 
from 76.9 percent to 75.6 percent in 20 years. 
The greatest reduction in concentration 
occurred in the class "100-249" employees. 
These results indicate that New York City may 
remain the home of the very small and very 
large business service units. The former 
depend on the "external economies" created by 
the presence of countless other small firms, 
while the latter may be oriented to the large 
communications and corporate organizations 
centered in Manhattan. The question for New 
Jersey is: has the state reached a point of 
development where the dynamic impulse for 
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further expansion and diversification of busi­
ness services can now come from within or will 
it still depend on the "spin-off" of firms from 
New York City? 

Policy Implications: 

Concrete policy recommendations depend on 
a more thorough-going analysis of the topic 
than this chapter has been able to provide. Yet 
the outlines of some policy implications are 
already visible and the direction of further work 
to firm up these implications can be specified. 
For instance-

( 1) The strong urban orientation of business 
services implies that the urban structure of 
a region or the spatial arrangement of its 
industries can be a very important influ­
ence on the development of business 
services in that region. The spatial organi­
zation of the 19th century American city 
provided an inefficient home for 20th 
century manufacturing, and the implica­
tions were manifold. We must now answer 
the question: Is the spatial pattern of the 
urban economy which has evolved in 
response to the unadaptability of our 
central cities (suburbs, shopping centers, 
industrial parks) providing a suitable 
matrix for the development of a sophisti­
cated services-economy? Even if it is 
thought that New Jersey's central cities are 
beyond redemption, it is possible that New 
Jersey may have to "reinvent" suitable 
urban centers if it is to maximize its 
economic potential over the next genera­
tion. 

(2) Education and Training-The develop­
ment of a more and more sophisticated 
producer-service economy demands con­
stant upgrading of the labor force. This 
requires a continuously aggressive program 
to improve the quality, access, and adapt­
ability of educational resources. In addi­
tion, due to the manufacturing orienta­
tion of its present labor force, the state 
needs to make equally strenuous efforts to 



retrain workers and ease their transition to 
new occupations in tandem with changes in 
the state's industrial structure. 

(3) The influence of the public sector on 
business services has been pointed out. It 
should be fairly straightforward to identify 
more precisely the nature of this interde­
pendence using a larger sample of counties 
or cities. What should be apparent in any 
case is that state and local authorities have 
potentially more influence over growth of 
business services industries than perhaps 
any others. This influence can be exercised 
via location of public facilities, government 
contracting, or taxation. A decision by the 

76 

state to perform certain services in-house 
or out can have a significant impact. Also, 
taxation of business services could slow 
their growth in New Jersey if there is not 
similar taxation by neighboring states. 

(4) Professional Labor Force-A significant 
proportion of professionals in the labor 
force is required and can only be main­
tained if the state continues to offer an 
attractive living environment. 

(5) The appropriate state agencies should 
focus much more attention on producer 
service industries in their manpower, voca­
tional, industrial promotion, data acquisi­
tion and statistical reporting programs. 
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Illustrative Frequency Distributions 
Labor Force by Industry of Employment Among Cities 
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FIGURE 6-11 

LABOR FORCE ENGAGED IN "PRODUCER SERVICES" 
FOR THE STATE OF NEW JERSEY 

INDUSTRY 

Transportation (3/4) 

Communications (l/4) ........... . 

Wholesale Trade ................ . 

Finance, Insurance and Real Estate 
(1/2) ........................ . 

Advertising ..................... . 

Miscellaneous Business Services .... . 

Industrial Medical ............... . 

Legal ( 1 /2) ..................... . 

Engineering and Architectural (9 /10) 

Accounting, Auditing and Bookkeep-
ing (9/10) .................... . 

Miscellaneous Professional Services 
(3/4) ........................ . 

Government (1/3) ............... . 

1950 

74,435 

9,007 

65,560 

49,298 

4,890 

12,186 

N.A. 

6,024 

4,068 

4,302 

2,510 

26,951 

1960 

77,150 

9,376 

78,662 

60,543 

5,841 

35,713 

N.A. 

6,573 

9,288 

5,913 

2,942 

34,566 

1970 

88,384 

11,937 

117,740 

86,680 

7,113 

26,389 

N.A. 

9,388 

13,964 

12,129 

5,786 

48,869 

TOTAL PRODUCER SERVICES 259,231 326,567 428,379 

TOTAL ALL INDUSTRIES . . . . . . 1,961,778 2,345,496 2,858,967 

Producer Services as a Percent of 
Total ........................ . 13.2% 13.9% 

Source: Office of Economic Policy following Greenfield, H., op. cit. 

% Change in Producer 
Services Employment for 
the State of New Jersey 

1950 
to 

1960 

3.6 

4.1 

20.0 

22.8 

19.4 

193.l 

N.A. 

9.1 

128.3 

37.4 

17.2 

26.0 

19.6 

1960 
to 

1970 

14.6 

27.3 

49.7 

43.2 

21.8 

-26.l 

N.A. 

42.8 

49.8 

105.l 

96.7 

31.2 

21.9 

1950 
to 

1970 

18.7 

32.5 

79.6 

75.8 

45.5 

116.6 

N.A. 

55.& 

243.3 

181.9 

130.5 

65.2 

45.7 

•The ratios in parentheses are Greenfield's estimates of the proportion of industry employment which is engaged in "pro­
ducer senice" activities. Where the ratio is not given, 1003 of the industry's employment is so engaged. 
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triangulating this matrix and the statistics (Figure 6-4) measures the "fit" with triangularity. 

10 Shown by Parr, J. (1970), "Models of City Size in an Urban System," Regional Science Association, PAPERS, Volume 25, 
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11 Productivity defined as: Total Value-added minus Total Payrolls, per employee. 
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19 The index is a "Gini Coefficient." See Footnote 3, Chapter IV for brief description. 

79 



20 The units reported by COUNTY BUSINESS PATTERNS are "firms" (legal entities) rather than (physically separate) 
"establishments." The employee size cla~s of these firms are: 1-3, 4-7, 8-19, 20-49, 50-99, 100-249, 250-499 and 500 or 
more employees. "Medium size" firms are considered to be from 20-249 employees. 

21 Assuming that the growth of MBS firms internal to N.J. proceeds at the same rates as the nation, we find that net mi­
gration of firms accounts for 25 percent or more of the overall growth in number of mid-size MBS firms in N.J. from 
1964-71. 

22 U.S. Bureau of the Census (1948), VOLUME VII, SELECTED SERVICES-AREA STATISTICS, U.S. Government Print­
ing Office, Washington, D.C. (1951). 
U.S. Bureau of the Census (1967), VOLUME V, SELECTED SERVICES-AREA STATISTICS, U.S. Government Printing 
Office, Washington, D.C. 
U.S. Bureau of the Census, County Business Patterns (1951), U.S. SUMMARY-CBP-51-1, U.S. Government Printing Office, 
Washington, D.C. 
U.S. Bureau of the Census, County Business Patterns (1971), U.S. SUMMARY-CBP-711, U.S. Government Printing Office, 
Washington, D.C. 
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VII 
UNEMPLOYMENT IN NEW JERSEY: 

THE ROLE OF THE 
MANUFACTURING SECTOR* 

The national economy has been recovering 
from the 1969-1970 recession for about two years, 
with employment, income, and production 
reaching new heights. This has caused unem­
ployment to move down, particularly over the 
past year. New Jersey's economy has also been 
recovering, but not vigorously enough to reduce 
unemployment significantly. The state's jobless 
rate clung stubbornly to a rate of just over 7 per­
cent through most of 1972. This chapter, an up­
dated version of a working paper prepared for 
the Economic Policy Council in December 1972, 
attempts to measure some of the dimensions of 
this problem with particular emphasis on the 
role of lagging manufacturing employment re­
covery. 

The Nation Slumps and Rebounds 

Following nearly a decade of expansion, 
fueled after 1964 by a strong surge of spending 
related to the Vietnam War, unemployment in 
the United States declined in 1968 and 1969 to 
its lowest level since the Korean War. Unfor­
tunately, the economy became overheated and a 
prolonged period of relative price stability was 
succeeded by mounting inflationary pressures. 

After initial efforts to deal with accelerating 
prices through a tight money policy precipitated 
a slump in homebuilding, they were reversed by 

the Federal Reserve Board and attention turned 
to the federal budget deficit. Starting in 1969, 
federal government spending was cut sharply, 
particularly for defense. The national economy 
slipped into a recession and unemployment be­
gan to rise. Fewer inductions into the armed 
forces and increased discharges of servicemen 
aggravated the unemployment problem, as did 
continued inflationary pressures which contrib­
uted to a deterioration of the nation's competi­
tiveness in international trade. The nation's un­
employment rate rose from 3.5 percent in 1969 
to about 6 percent by the end of 1970. 

The recession hit its trough in November 
1970. Since that time the national economy has 
made a very substantial recovery sparked ini­
tially by stimulatory fiscal and monetary policies 
and later sustained by strengthened consumer 
and business confidence. For quite some time 
unemployment edged down only grudgingly. 
Despite the upswing in business activity, the 
nation's jobless rate was still 5.9 percent in May 
1972, seventeen months after it had hit a reces­
sion high of 6.1 percent in December 1970. Sig­

nificant improvement in the unemployment 
situation then occurred during the second half 

of 1972, when the national jobless rate dipped 
to the neighborhood of 5 percent. 

•Prepared by Dr. Arthur O'Neal, Director, Division of Planning and Research, N.J. Department of Labor and Industry. 
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New Jersey's Unemployment Recovery Lags 

Thus far New Jersey has not come out of the 
latest recession as well as the U.S. Though con­
ditions deteriorated in the state at about the 
same rate as nationally during the period of 
national economic decline, the slump continued 
longer in New Jersey and once recovery began 
the pace of advance lagged behind. 

This is illustrated in Figure 7-1, which com­
pares trends of state and national seasonally ad­
justed unemployment rates during the years 
1968 through 1972. 

When the economy was booming in 1968 and 
1969 at the height of the Vietnam War spending 
period, New Jersey's jobless rate fluctuated 
around an average of 4.4 to 4.5 percent, about 
0.9 percentage points higher than the ( concep­
tually somewhat different) national rate for the 
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same period. Despite a sharp increase in jobless­
ness between late 1969 and the fall of 1970, the 
state-national differential did not change signifi­
cantly. In fact, New Jersey's average unemploy­
ment rate of 6.35 percent for September and 
October 1970 was still 0.9 percentage points 
above the national average. 

Discounting statistical aberrations during the 
winter months of 1970-71,1 the state's unemploy­
ment rate then continued on an uptrend until 
it reached a plateau of slightly over 7 percent 
in the late spring of 1971. In contrast, the na­
tion's unemployment rate had stopped rising at 
about 6 percent six months earlier. Then, while 
the national rate began to edge downward, New 
Jersey's rate stayed on its plateau except for a 
brief and, for this study, insignificant dip in 
the winter of 1971-72. As of October 1972, the 
state's rate was still 7.2 percent while the na-



tional rate had dipped to 5.5 percent. Thus the 
differential had risen to 1.7 percentage points, 
where it remained through December. 

Unemployment Insurance Data Confirm Lag 

Though unemployment estimates for states 
and local areas are developed through different 
statistical methods from those for the nation as 
a whole, 2 it is doubtful that these disparate 
trends are the result of conceptual or measure­
ment differences in the two series. That the 
widening gap between state and national unem­
ployment rates is a valid reflection of differen­
tial labor market performance is clearly sug­
gested by the behavior of the more narrowly 
defined insured unemployment rate, which is 
computed exactly the same way in all states and 
for the nation as a whole. 

This rate is essentially a head count of unem­
ployment insurance claimants under regular 
state unemployment insurance programs divided 
by the number of workers covered by such pro­
grams. The count excludes claimants under 
federal programs and in New Jersey and some 
other states, those under special programs which 
provide extended benefits to persons exhausting 
regular benefits. 

Figure 7-2 shows that the relative performance 
of state and national insured unemployment 
rates has been much the same as that described 
for the total unemployment rate. New Jersey's 
rate rose by about the same amount as the na­
tion's during late 1969 and most of 1970, con­
tinued to rise to a mid-1971 peak while the na­
tional rate leveled off, and then moved down 
much less than nationally.3 The differential 
rose from 0.9 percentage points in October 1970 
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to I .8 percentage points in October I 972, ap­
proximately the same increase in gap demon­
strated in Figure 7-I for the total unemployment 
rate over the same period. 

This Recovery Was Different 

As illustrated in Figure 7-3, the recent reces­
sion and partial recovery has been abnormal in 
comparison with the preceding three recessions, 
especially during the recovery stage. The chart 
compares trends of New Jersey's seasonally ad­
justed insured unemployment ratP during each 
of these cycles. The vertical line on the chart 

(month zero) marks the trough of each recession 
as designated for the nation as a whole by the 
National Bureau of Economic Research (August 
1954, April 1958, February 1961, and November 
1970). 

While the 1954, 1958, and 1961 recess10ns 
varied in intensity, all showed a similar pattern. 
In each, unemployment climbed during eco­
nomic contraction, peaked at or within one to 
three months following the general business 
turning point, and then declined about as ra­
pidly as it had risen and leveled off a year or so 
after the nation's recession trough. 
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FIGURE 7-4 
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The 1969-1970 recession started in this classic 
fashion, with the state's insured unemployment 
rate climbing rapidly from just over 3 percent 
in mid-1969 to 5.5 percent in November 1970. 
Then, instead of turning down ·and signifying 
that this had been merely a mini-recession in 
comparison with the others, it continued to rise 
to 6.1 percent in June 1971-seven months later 
-before starting to move lower. Thus, by the 
time the labor market deterioration was checked, 
the rate had dim bed almost as high as in 1954 
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(6.5 percent) and 1961 (6.6 percent), though not 
nearly as much as in 1958 when it reached 8.6 
percent. 

The Lag Accounts for 11 Percent of U nem­
ployed 

While New Jersey's lag behind the national 
recovery has contributed significantly to the 
stickiness of the state's unemployment rate, this 
lag accounts for only a small fraction of the 
state's current unemployment. This is illus-



trated by Figure 7-4, which provides a rough 
breakdown of last October's unemployment into 
several conceptually distinct components. 

Unemployment totaled an estimated 229,500 
that month, after seasonal adjustment. Of this, 
about 139,700, or 61 percent, represents the 
amount of unemployment that would have been 
expected even if the economy were operating 
at "full employment," defined for the purpose 
of this analysis as the level of joblessness during 
the pre-recession boom. These would be people 
temporarily out of work because of seasonal lay­
offs, persons in the process of changing jobs, 
young people newly entering the job market and 
exploring employment prospects, persons with 
serious employment handicaps and needing 
training and/or rehabilitation, and others out 
of work for reasons unrelated to the general 
level of demand for labor. 

In the illustration, this noncyclical category 
is divided into "expected" and "excess" compo­
nents. The "expected" component assumes an 
unemployment rate equal to the 3.5 percent na­
tional rate attained during the Vietnam War. 
The "excess" component relates to the 0.9 per­
centage points by which the state exceeded the 
national jobless rate before the recession. This 
excess represents a long-term differential that 
could reflect unique structural characteristics of 
the state's economy, greater than normal season­
ality, demographic differences between New Jer­
sey and the nation, or other factors. Part of the 
difference could also be due to conceptual dif­
ferences in measurement of unemployment. A 
study is currently under way in the Department 
of Labor and Industry's Division of Planning 
and Research to shed further light on these his­
torical differentials. For the purpose of this 
illustration, however, it seems reasonable to as· 
sume that for New Jersey a 4.4 percent unem­
ployment rate computed by present methods 
approximately represents a noncyclical floor. 

Another 28 percent of October's unemployed 
(about 63,500 persons)-the "expected" cyclical 
unemployed-represent those that would have 
been unemployed if the state had exactly fol-
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lowed national patterns during the recent reces­
sion and its aftermath. It is what would have 
happened had the state's jobless rate risen by the 
same number of percentage points as nationally 
between 1969 and October 1972. Obviously 
there is little, if anything, that the state can do 
to control the behavior of the national economy. 
Thus this portion of the cyclical unemployment 
might be chalked up as New Jersey's "fair share" 
of the national slump. 

What remains are roughly 26,300, or 11 per­
cent of the unemployed, whose joblessness is 
attributable to the widening gap in unemploy­
ment rates shown in Figure 7-1. This is the 
unemployment component that needs explain­
ing. If the state could have generated another 
25,000 to 30,000 jobs over the past year or two, 
this excess might not exist. 

Is the Problem Demand or Supply? 

Before getting into an analysis of employment 
trends, it must be noted that some part of the 
state's rising unemployment rate differential vis­
a-vis the nation could reflect deviant trends on 
the labor supply side. 

For example, it is possible that the existence 
of extended unemployment compensation bene­
fits over the past two years could have retarded 
the exit of some workers from the labor force. 
In the absence of these special programs, which 
provide an additional 26 weeks of compensation 
for some of the long-term unemployed, some 
workers discouraged by the unavailability of 
jobs might have withdrawn from the labor force 
through retirement or returned to their primary 
role of housewife or student. Since such ex­
tended benefits were available to New Jersey's 
unemployed to a greater degree than in the na­
tion generally because of the state's high unem­
ployment rate, 4 the incentive to quit the labor 
force may have been relatively weaker in New 
Jersey during 1971 and 1972. 

While the influence of extended compensa­
tion benefits and other potential contributing 
factors on the supply side have not been studied, 
quantitatively, they do warrant further explora-



tion. It seems unlikely, however, that the major 
part of the answer is to be found here. For ex­
ample, the existence of extended benefits cannot 
be used to explain the widening differential be­
tween state and national insured unemployment 
insurance programs. The evidence suggests that 
the principal cause of New Jersey's lag in un­
employment recovery has been on the demand 
side. 5 

Manufacturing Lag Correlates Well 

One does not have to look far to find a major 
contributor to lagging labor demand in the re­
cent period. This is the manufacturing sector, 
where there has been a rapid shrinkage of jobs 
since 1969. New Jersey's performance over this 
period compared unfavorably with the nation 
and was quite different from that during past 
business cycles. 
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Figure 7-5 compares manufacturing employ­
ment behavior in New Jersey during the 1969-
1972 period with that during the three preceding 
cycles. The vertical line (month zero) marks the 
cyclical troughs for the national economy as a 
whole as designated by the National Bureau of 
Economic Research. The format is identical to 
Figure 7-3, which makes the same comparison 
of insured unemployment rates. 

It will be noted that factory employment in 
the three earlier recessions stopped declining at 
or near the recessi~n troughs. There was a lag 
before an upturn developed, except for 1961: 
however, the longest lag was six months (in 
1958), following which there was a strong up­
ward movement. In contrast, the 1969-70 reces­
sion brought with it a downtrend of factory 
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employment that continued until early 1972, 
more than a year after the official recession 
trough. By the time the decline ended, about 
90,000 (or IO percent) of the state's factory jobs 
had vanished. G It was not until late 1972 that 
faint recovery signs became evident. 

In the 1954, 1958, and 1961 recessions, the 
state was not disproportionately affected relative 
to the nation. In fact, the 1954 and 1961 manu­
facturing slumps were somewhat milder in New 
Jersey than nationally and the 1958 pattern was 
very similar in both areas. The state lagged the 
nation on the upturns by four months in 1954 
and three i.aonths in 1958. The upturns coin­
cided in 1961. 

The most recent cycle was quite different as 
shown in Figure 7-6. Nationally, factory employ-



ment departed from its historic pattern by con­
tinuing to decline to a low nine months after 
the officially designated recession trough. Up to 
that point (August 1971 ), the state and national 
slumps were very similar. Since that time, how­
ever, the nation's industrial sector has been in 
a relatively strong recovery not shared by the 
state, with the result that a big gap has opened 
between state and national trends. 

The similarity between the employment 
trends shown in Figure 7-6 and the unemploy­
ment trends depicted in Figure 7-1 is striking. 
In both cases the deviation of New Jersey from 
national trends occurred during the recovery 
stage of the business cycle, beginning in the 
spring or summer of 1972. Moreover, the nu­
merical dimensions of the deviations are similar. 
For example, if New Jersey's factory employ­
ment had turned up with the nation's after Au­
gust 1971 and had then risen at the same 4.5 
percent rate as nationally, the state would have 
had about 33,000 more jobs in October 1972 
than it actually did have, enough to have kept 
the state's unemployment rate in line with na­
tional trends. Most of New Jersey's shortfall in 
manufacturing jobs occurred over that period. 
Measured over the full course of the industrial 
employment contraction and recovery to date 
(from August 1969 to December 1972), the state 
lost about 38,000 more jobs than it would have 
had it followed national trends. 

Long Run Trends Must Be Considered 

The correlation between unemployment and 
lags in factory employment is so close that it 
would be convenient to draw the obvious con­
clusion that the latter caused the former and 
look no further. Unfortunately, it is not that 
simple. 

For many years New Jersey defied trends of 
most states in the northeast by matching the 
national rate of overall employment growth 
despite the relatively laggard behavior of its 
manufacturing sector. While the state saw its 
preeminence as one of the nation's major indus­
trial centers challenged by tremendous growth 
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in southern and western states, with its share of 
factory jobs gradually chipped away, it compen­
sated for this by raising its share of jobs in the 
service sectors. Its unemployment rate did not 
rise relative to national trends until the recent 
period. What has changed? 

Manufacturing Shortfall Has Increased 

Figure 7-7 com pares trends of manufacturing 
employment in New Jersey and the United 
States over the past quarter of a century. The 
top part of the chart shows indexes for the two 
areas on an annual average basis, with employ­
ment levels in 1967 equal to I 00. The lower 
part shows the trend of New Jersey's percentage 
share of the nation's manufacturing jobs over 
the same period. 

It is clear that New Jersey's lag relative to the 
nation has increased since about 1962. Over the 
full 15-year period from 194 7 to 1962, the state's 
share of the nation's manufacturing employ­
ment edged down only fractionally from 5.03 
percent to 4.82 percent. In the ten-year period 
since 1962 it has slipped by a full half of a per­
centage point to 4.30 percent in 1972.7 New 
Jersey did not do as well relative to the nation 
during the boom of the 1960s as might have 
been expected based on earlier trends. Then 
after holding its own with the nation during the 
early part of the slump between 1969 and 1971, 
the state lagged badly in 1972, as already dis­
cussed. 

Since the acceleration of the state's shortfall 
in manufacturing began in the early 1960s, how 
does one explain the fact that the state-national 
unemployment rate gap has widened only over 
the past two years? The answer is that there is 
a big difference between falling short in employ­
ment growth during a boom period and bearing 
a disproportionate impact of recession cutbacks. 

Before 1969 overall employment growth in 
New Jersey (including jobs in the nonmanufac­
turing sectors) was enough to enable unem­
ployment to decline as much as nationally. If 
the demand for factory labor had risen more in 
line with national trends over that period, con-
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straints would have been encountered on the 
supply side. Either the labor supply would have 
increased more rapidly, through induced popu­
lation in-migration and the attraction of house­
wives and others marginally attached to the 
labor force, or some factory or nonfactory jobs 
would have gone begging. Since all sectors were 
growing, labor market frictions were minimized 
and the response to structural shifts in occupa­
tional demand occurred primarily at the point 
of labor market entry. Except in relatively iso­
lated cases of plant closings and slowdowns in 
particular industries, most of those who were 
already working were able to retain their jobs 
or leave voluntarily for available alternative jobs 
with minimum transitional problems. 

The 1969-72 period was different. Though 
job opportunities in nonmanufacturing activi­
ties grew over this period, the disproportionate 
number of workers involuntarily displaced from 
manufacturing during the recession could not 
be expected to shift occupations as readily as 
young people entering the labor market could 
choose occupations. Before 1969, labor market 
frictions could be minimized by routing new 
labor market entrants into occupations where 
demand was growing. Part of the problem since 
1969 has been the difficulty of shifting experi­
enced manufacturing workers (including profes­
sionals and managers) to jobs in such expanding 
industries as trade, services, and government 
where education and skill requirements are dif­
ferent and wages for the shifted worker are likely 
to be lower, at least at the beginning. While 
the same reasoning applies to both the state and 
nation, the need for occupational change has 
been relatively greater in New Jersey because 
of its relatively greater concentration of manu­
facturing industry and its very substantial lag 
behind the nation in factory employment re­
covery. 

Trends Vary Among Industries 

Figure 7-8 shows how New Jersey's manufac­
turing job losses since 1969 in the 20 major in­
dustry groups compare with national trends over 
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the same period. The comparison is between 
annual average employment in 1969 and season­
ally adjusted employment in December 1972. 
Annual averages were used for 1969 to maintain 
consistency with the long-term trend analysis 
that will follow. If the specific pre-recession 
peak of August 1969 had been used as the base, 
the overall decline in New Jersey would have 
been about 6,600 larger than the table shows. 
Since the national decline would have also been 
bigger on that basis, the use of annual averages 
for that year does not significantly affect state­
national comparisons. However, annual aver­
ages could not be used for 1972 without disguis­
ing much of the differential behavior of the 
state vis-a-vis the nation during that year. Use 
of seasonally adjusted December 1972 data cap­
tures the full effect of the deviation between 
state and national trends. 

It will be noted in column 3 of Figure 7-8 
that New Jersey lost about 69,700 factory jobs 
between 1969 and December 1972, despite some 
recovery toward the end of 1972. The electrical 
machinery industry accounted for 22,000, or 
about one-third of these. Other industries with 
significant numerical declines were nonelectrical 
machinery (-7 ,900), primary metals (-6,900), 
misce1laneous manufacturing (-6,600), apparel 
(-5,800), food (-5,400), transportation equip­
ment (-5,400), fabricated metal products 
(-5,200), and rubber and plastic products 
(-4, 100). The only industries with gains, in all 
cases small, were printing and publishing, paper, 
chemicals, textiles, and furniture and fixtures. 

The last column places these trends in a dif­
ferent and more meaningful perspective. It 
shows how each industry deviated from national 
trends over this period. Specifically, it indicates 
the difference between each industry's actual em­
ployment level in December 1972 and what it 
would have been had it changed by the same 
percentage since 1969 as occurred nationally in 
that same industry. Such deviations are far more 
relevant for this analysis than absolute job losses 
since they roughly neutralize the cyclical aspect 
and focus attention on industries with apparent 
competitive problems vis-a-vis other states and 



FIGURE 7-8 

TRENDS OF MANUFACTURING EMPLOYMENT 
IN NEW JERSEY AND THE UNITED STATES, 1969-1972 

Employment in New Jersey 

1969 Dec. 1972 Percent Change New Jersey's 

Annual Seasonally Change 1969-1972 Relative Gain 

Industry Average Adjusted 1969-72 N.J. U.S. or Loss 

(000) (000) (000) (3) (3) (000) 
TOTAL MANUFACTURINGl ... 894.0 824.3 -69.7 - 7.8 3.7 -36.6 

DURABLE GOODSt ............. 463.9 407.2 -56.7 -12.2 5.2 -32.8 

Lumber and wood products ...... 5.2 4.4 0.8 -15.4 + 2.5 0.9 
Furniture and fixtures ........... 11.0 11.2 + 0.2 + 1.8 + 5.0 0.3 
Stone, clay and glass ............. 40.9 40.4 0.5 - 1.2 + 2.5 1.5 
Primary metals .......... 39.4 32.5 6.9 -17.5 5.6 4.7 
Fabricated metal products 

(including ordnance) .......... 69.2 64.0 5.2 - 7.5 8.7 + 0.8 
Nonelectrical machinery ........ 76.4 68.5 7.9 -10.3 3.7 - 5.1 
Electrical machinery ............ 125.4 103.4 -22.0 -17.5 5.3 -15.4 
Transportation equipment ....... 31.4 26.0 5.4 -17.2 -11.9 1.7 
Instruments ............. 34.7 33.1 1.6 - 4.6 1.0 1.3 
M isce llan eo us manufacturing .... 30.2 23.6 6.6 -21.9 1.8 6.1 

NONDURABLE GOODSt . . . . . . . . 430.1 417.1 -13.0 3.0 1.6 6.2 

Food .......................... 63.2 57.8 5.4 8.5 2.7 3.7 
Tobacco ...................... 0.3 0.3 0 0 -12.0 0 
Textiles ....................... 30.8 31.0 + 0.2 + 0.6 + 1.6 0.3 
Apparel .................... 77.2 71.4 5.8 7.5 4.4 2.4 
Paper 35.0 36.7 + 1.7 I 4.9 0.6 + 1.9 T 
Printing and publishing 43.3 45.3 + 2.0 + 4.6 0.3 + 2.1 
Chemicals 118.2 118.5 + 0.3 + 0.3 4.2 + 5.3 
Petroleum and coal products 10.0 9.9 0.1 1.0 + 4.2 0.5 
Rubber and plastic products 41.4 37.3 4.1 9.9 +10.4 8.4 
Leather .............. . . . . . . . 10.6 8.8 1.8 -17.0 -12.9 0.4 

Net Effect of Relative Gains or Losses 2 . . . . . . . . -42.6 

Industry Mix Effect 3 . .......... + 6.0 

1 Relative loss of total factory jobs in last column computed directly (horizontally). Durable and nondurable goods totals also 
computed directly. They do not equal the sum of the changes for individual industries because of industry mix effects. 

:! Summation of figures for 20 indiYidual industries. 
:: Difference between summation of figures for 20 indiYidual industries and the rclatin· loss of total manufacturing jobs com­

puted directly from aggregate figures for the manufacturing sector 3.S a whole. 

NOTE: New Jersey employment estimates have been reyised to llC\\. (1972) benchmarks. They were not yet published and still 
subject to possible small further adjustments at the time this table was prepared. 
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those that are performing relatively well m 
New Jersey. 

Ranked by numerical deviations from na­
tional trends, the principal contributors to New 
Jersey's relatively poor performance since 1969 
are seen to be electrical machinery (-15,400 
jobs), rubber and plastic products (-8,400), mis­
cellaneous manufacturing (-6, 100), nonelectri­
cal machinery (-5,100), primary metals (-4,700), 
and food (-3,700). Chemicals turns out to have 
been a strong performer in New Jersey with a 
relative gain of 5,300 jobs. While employment 
in this industry did not increase significantly 
since 1969, it was spared the decline that oc­
curred nationally. Other industries that did bet­
ter in New Jersey than nationally were printing 
and publishing, paper, and fabricated metals. 

If the relative gains and losses for each of the 
20 individual industries are combined, the rela­
tive change between 1969 and December 1972 
nets out to a loss of 42,600. This is 6,000 more 
than the 36,600 relative loss derived by directly 
computing total manufacturing. The differ­
ence reflects the fact that the state had an indus­
try mix advantage at the start of the period. 
The state had a smaller share of its factory jobs 
in industries that were to be hit hardest through­
out the nation during the recession. Because of 
this, if all of New Jersey's individual manufac­
turing industries had performed exactly like 
their national counterparts between 1969 and 
1972, total manufacturing employment would 
have declined by a somewhat smaller percentage 
in New Jersey than nationally. The true mea­
sure of the state's competitive performance is 
the 42,600-job lag that excludes the effect of this 
structural advantage. s 

Comparisons with Earlier Periods Add Perspec­
tive 

It was shown earlier that New Jersey was lag­
ging behind national manufacturing employ­
ment trends before 1969 without this causing 
significant unemployment problems relative to 
the nation. It is worth asking whether there 
have been significant departures from historical 
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trends in individual industries and what, if any, 
distortions were caused by the Vietnam War­
related manufacturing boom that immediately 
preceded the 1969-70 slump. Figure 7-9 is an 
attempt to do this by comparing trends in the 
20 major manufacturing industries over three 
periods of time. 

The first period is the eight years from 1956 
to 1964, just before the upsurge of Vietnam War 
spending. Both the base and terminal years of 
this span were roughly comparable in terms of 
level of economic activity. The nation's overall 
unemployment rate was higher in 1964, but this 
reflected in part a long-term uptrend due to 
changes in the demographic composition of the 
labor force (e.g., more women and young people 
whose unemployment rates tend to be above 
average). The national jobless rate for married 
men, which is a better indicator of the degree 
of labor market tightness for long-term compari­
sons, averaged 2.6% in 1956 and 2.8% in 1964. 
This period, during which manufacturing em­
ployment showed relative stability nationally, 
was chosen to represent prewar trends. The 
1964-69 period was chosen to identify differen­
tial employment trends during the Vietnam War 
boom, when factory employment expanded 
sharply, and the 1969-72 period represents the 
slump and subsequent partial recovery with 
which this analysis is primarily concerned. 

Figures in the first three columns of Fig. 7-9 
are comparable to those in the last column of 
Fig. 7-8. They show how much New Jersey's 
employment in each manufacturing industry 
exceeded or fell short of what it would have been 
had it grown or declined at the same percentage 
rate as the nation. Since the three periods in­
volved different numbers of years, the figures are 
expressed as annual averages to facilitate com­
parisons. 

The bottom line on the table (labeled "com­
bined effect") confirms the deterioration of New 
Jersey's overall manufacturing performance rela­
tive to the nation already illustrated in Fig. 7-7. 
It shows that relative to national trends the state 
lost manufacturing jobs at annual rates of 10,500 



FIGURE 7-9 

ANALYSIS OF NEW JERSEY'S MANUFACTURING EMPLOYMENT 
SHORTFALLS AND RELATIVE GAINS DURING SELECTED PERIODS 

Industry 

DURABLE GOODS1 ................ . 

Lumber and wood products ......... . 
Furniture and fixtures .............. . 
Stone, clay and glass ................ . 
Primary metals . . . . . . . . . . . . . . . . . 
Fabricated metal products 

(including ordnance) ............. . 
Nonelectrical machinery ............ . 
Electrical machinery ............... . 
Transportation equipment .......... . 
Instruments ................ . 
Miscellaneous manufacturing ........ . 

NONDURABLE GOODSl ........... . 

Food 
Tobacco .......................... . 
Textiles .......................... . 
Apparel .......................... . 
Paper . . . . . . . . . . . . . . . . . . . . . . 
Printing and publishing ............ . 
Chemicals ............. . 
Petroleum and coal products 
Rubber and plastic products 
Leather ........................ . 

Net Effect of Relative Gains or Losses 2 . 

Industry Mix Effect3 ................ . 

Combined Effectl ............ . 

New Jersey's Annual Average Relative 
Gain or Loss of Jobs in Comparison 

with National Trends 

1956-64 

(000) 

4.6 

0 
0.1 

+ 0.1 
0.6 

0.7 
0.8 
3.7 
1.8 

+ 0.1 
+ 0.4 

+ 0.8 

+ 0.6 
0.1 
1.0 
1.3 

+ 0.2 
+ 0.6 
+ 0.8 

0.2 
+ 0.1 
+ 0.1 

7.3 

+ 3.5 

3.8 

1964-69 

(000) 

8.6 

0.1 
+ 0.1 
+ 0.6 

0.5 

0.1 
0.2 
5.0 
2.9 
1.0 
0.8 

0 

0.7 
0.2 
0.1 
0.7 
0.2 

+ 0.4 
+ 0.4 + 0.1 

I.I 
0.1 

-12.l 

+ 2.8 

- 9.3 

1969-72• 

(000) 

9.4 

0.3 
0.1 
0.4 
1.3 

+ 0.2 
1.5 
4.4 
0.5 
0.4 
1.7 

1.7 

I. I 
0 

0.1 
0.7 

+ 0.5 
+ 0.6 
+ 1.5 

0.1 
2.4 
0.1 

-12.3 

+ 1.8 

-10.5 

Difference Between 
1956-64 Period and 

1969-72 Period 

(000) 

4.8 

0.3 
0 

0.5 
0.7 

+ 0.9 
0.7 
0.7 

+ 1.3 
0.5 
2.1 

2.5 

1.7 
+ 0.1 
+ 0.9 
+ 0.6 
+ 0.3 

0 
+ 0.7 
+ 0.1 

2.5 
0.2 

5.0 

1.7 

6.7 

*Obtained from last column of :Figure 7-8 divided by 3.5. For the purpose of deriving annual rates of deviation, seasonally 
adjusted data for December 1972 are assumed to approximate annual averages lagging one-half year behind calendar year 
1972 averages. Thus the span between annual average 1969 and December 1972 is regarded as 3.5 years. 

1 Relative loss of total factory jobs computed directly (horizontally). Durable and nondurable goods totals also computed 
directly. They do not equal the sum of the changes for individual industries because of industry mix effects. 

2 Summation of figures for 20 individual industries. 
3 Difference between summation of figures for 20 individual industries and the relative loss of total manufacturing jobs 

computed directly from aggregate figures for the manufacturing sector as a whole. 
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between 1969 and December 1972 and 9,300 be­
tween 1964 and 1969, up from a comparatively 
small relative lag of 3,800 jobs per year during 
the 1956-64 period. After allowing for the rela­
tively favorable industry mix within the state's 
factory sector, New Jersey's performance was 
somewhat more adverse than this. Summations 
of relative gains or losses in each industry yield 
aggregate relative losses per year of 12,300 in 
the 1969-72 period, 12,100 during the Vietnam 
War boom, and 7,300 during the prewar period. 

A relatively small portion of the state's manu­
facturing lag since 1956 has been in nondurable 
goods. This sector held its own vis-a-vis the na­
tion between 1956 and 1969, largely because of 
strong relative gains in the printing and pub­
lishing industry and chemicals. Its comparative 
performance deteriorated somewhat after 1969, 
however, as significant relative losses in the food, 
apparel, and rubber and plastics products indus­
tries more than offset gains in printing and pub­
lishing, chemicals, and paper. 

When relative changes in the 1969-72 period 
are compared with those in prewar 1956-64 to 
identify altered trend relationships as between 
the state and the nation (last column of Fig. 7-9), 
the entire negative shift in nondurable goods is 
found to have occurred in the rubber and plastic 
products and the food industries, both of which 
have lagged in recent years after matching or 
bettering national trends before 1964. These 
emerge as the real problem industries in this 
sector if one is looking for departures from past 
patterns. 

Shifts in most other nondurable goods indus­
tries were positive, even in apparel where New 
Jersey's rate of lag has diminished since 1964. 
The biggest favorable departures have been reg­
istered hy chemicals, which has bettered national 
trends at an increased rate since 1969, and tex­
tiles, which has matched national trends since 
1964 after deteriorating badly in the state before 
that time. 

The bulk of the state's manufacturing em­
ployment shortfall since 1956 has been in dura­
ble goods industries. Increased spending on 

95 

defense, aerospace, and capital goods during the 
boom of the mid-1960s caused employment of 
durable goods producers to rise in New Jersey, 
but this rise represented a relatively meager 
share of the nation's additional jobs in these in­
dustries. In the 1964-69 period, the state's rela­
tive lags behind the nation were numerically 
largest in industries heavily involved in defense 
and aerospace production, including electrical 
equipment and machinery, transportation equip­
ment (primarily shipbuilding and aircraft), and 
instruments. 'Vhen boom turned to bust after 
1969, the state's increased rate of shortfall con­
tinued, with relative losses biggest in electrical 
equipment, nonelectrical machinery, primary 
metals, and the group called miscellaneous man­
ufacturing. 

While it has been the biggest numerical con­
tributor to the state's durable goods employ­
ment shortfall since 1964, electrical machinery 
has not been a major influence in accelerating 
the state's rate of deterioration relative to the 
nation. This industry lagged about as badly be­
fore 1964. Its recent shortfalls represent a con­
tinuation of long-term trends rather than some 
new development. The biggest negative shift 
numerically in recent years has been experienced 
by miscellaneous manufacturing, which includes 
production of such things as toys, fountain pens, 
and novelty goods. Smaller negative departures 
have been spread over most industries. Trans­
portation equipment, where shipbuilding lev­
eled off foIIowing big losses in the 1950s and 
1960s, was one of the few exceptions. Another 
was fabricated metal products, which lagged be­
fore 1964 but has held its own since then. 

Defense Spending Cutbacks Not the Main 
Problem 

The array of principal "problem" industries 
identified above-food, rubber and plastic prod­
ucts, and miscellaneous manufacturing-would 
seem to indicate that New Jersey's recent de­
parture from national experience is not pri­

marily the result of a disproportionate impact 

of defense and aerospace spending cutbacks on 



the state since I 969. Despite its ranking as a 
major industrial state, New Jersey was less de­
fense-dependent than the nation during the 
period prior to or during the Vietnam War 
buildup. 

In June I968, for example, the U.S. Depart­
ment of Defense found New Jersey's "defense 
dependency ratio" (civilian defense dependent 
jobs as a percentage of civilian work force) to 
be 3.I 3, compared with a 3.6% nationally. As 
noted earlier, industries heavily dependent on 
defense contracts did not grow nearly as rapidly 
in the state as nationally during the I 964 to I 9G9 
period. Though these industries suffered from 
defense cutbacks after 1969, New Jersey's share 
of the impact does not appear to have been sig­
nificantly out of line with what would have been 
expected based on prewar differential trends. 

Graphs Add Some Light 

The statistical analysis attempted above has 
helped to identify and quantify the impact of 
lags in some problem industries. However, it 
leaves many questions unanswered. Because it 
only involved comparisons of cross-sectional data 
for specific years which seemed appropriate 
from an aggregative analytical point of view, it 
could have hidden significant shifting patterns 
in individual industries over time. Employment 
changes during the 1956-64 period, for example, 
may not have been representative of long-range 
prewar trends for some industries. 

A measure of the state's performance vis-a-vis 
the nation presented graphically would add new 
dimension to the analysis. One such measure 
is the trend of the state's share of the nation's 
employment in individual manufacturing indus­
try groups. Trends of these shares since 194 7 
for the 20 major manufacturing industries are 
shown in Figure 7-10. 

The graphs confirm the earlier finding that 
there have been significant adverse shifts in 
state-national relationships in the rubber and 
plastic products, food, and miscellaneous manu­
facturing industries since the 1956-64 period. 
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However, they add an important perspective. 
While the rubber and plastic products and mis­
cellaneous manufacturing industries did better 
in New Jersey than nationally during the I956-
64 period, both had been lagging badly in the 
state before that time. The recent negative 
shifts for these two industries could well reflect 
resumption of longer-term deterioration pat­
terns rather than some new or unique develop­
ments. The graphs do not alter the earlier con­
clusions that a reversal of long-term trends has 
occurred in the food industry. 

A Geographical Dispersion Problem? 

It has already been shown that the biggest 
numerical employment lags relative to the na­
tion throughout the I 956-72 period were in 
electrical machinery. The continuous nature of 
this sizable relative loss shows up clearly in Fig­
ure 7-10. It is worth noting, however, that New 
Jersey had a very disproportionate share of be­
tween I 0 percent and I I percent of the nation's 
jobs in this industry in the late I 940s. Even 
after declining to 5.5 percent in I 972, the state 
still had a substantial share considering that New 
Jersey has only about 3.5 percent of the nation's 
population and labor force. Other industries 
that started the period with shares of 7 percent 
or more, only to see those shares deteriorate to 
the 5 to 6 percent range by I 972, include 
rubber and plastic products, petroleum and coal 
products, apparel, and miscellaneous manufac­
turing. 

This suggests the possibility that part of New 
Jersey's long-term problem could be that it 
started the post-World \\Tar II period with an 
unsustainable share of factory jobs in some in­
dustries. It may have been inevitable that these 
industries would spread out geographically to 
be nearer their growing markets in other parts 
of the country. The recent recession could sim­
ply have been the occasion for an acceleration 
of these movements in some industries. 

But then how does one explain chemicals? 
This industry started out in I 94 7 with I 2.3 per­
cent of its jobs in New Jersey. While that pro-
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FIGURE 7-10 

NEW JERSEY'S SHARE OF THE NATION'S JOBS IN SELECTED 
MANUFACTURING INDUSTRIES __ 

Durable Goods Nondurable Goods 
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13 

12 

11 

10 

Instruments 

Lumber & wood products 

I 48 I 50 I 52 I 54 I 56 I 58 I 60 I 62 I 64 I 66 I 68 I 70 I 72 I 48 I 50 I 52 I 54 I 56 I 58 I 60 I 62 I 64 I 66 I 68 I 70 I 72 

Percent Percent 

13 13 

12 12 

11 11 

10. 

Apparel 

Printing & Publishing 

I 48 I 50 I 52 I 54 I 56 I 58 I 60 I 62 I 64 I 66 I 68 I 70 I 72 
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portion dropped to just over IO percent in the 
late 1950s, it has been rising ever since. By 1972 
it has returned to roughly 12 percent. Also, the 
instruments and related products industry began 
with about 7 percent of its jobs in New Jersey 
in 194 7. The state's share in this industry then 
rose to 8.5 percent in 1963. Though it has been 
trending back down since then, it was still 7 
percent in 1972, the same as a quarter of a cen­
tury earlier. Clearly there have been other 
forces at work besides a simple tendency toward 
geographical equalization. 

Some industries, with less imposing shares of 
the nation's jobs 25 years ago, have experienced 
significantly declining shares since that time. 
These include textiles, which declined between 
1949 and 1962 but have maintained a stable 
pattern since then; transportation equipment, 
down mainly since 1960 due to shipbuilding 
shutdowns and the failure of the state's aircraft 
industry to garner a proportionate share of ex­
panded aerospace and defense contracts during 
the pre-1969 boom; and primary metals, where 
all of the relative decline has occurred since 
1961. The state's share of nonelectrical ma~ 
chinery jobs has also slipped moderately since 
1961, after holding steady during the 1950s, and 
upward trends for food and leather have been 
reversed since the mid-l 960s. 

Factors Affecting Geographical Movements 
Need Study 

Geographical dispersion away from traditional 
industrial centers undoubtedly is one contrib­
uting factor to New Jersey's gradually declining 
share of manufacturing jobs over the past quar­
ter of a century. Most of the northeastern region 
of the United States has been affected by this. 
Yet the trends in Figure 7-10 reveal considerable 
variations among industries in this regard. 

Reasons for these differential patterns need 
further study. Why has New Jersey been attract­
ing and retaining some industries like printing 
and publishing, paper products, and chemicals, 
and repelling others? Why are shifts occurring 
more rapidly in some industries than in others? 
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It is not enough to generalize about high labor 
costs, congestion, taxes, the ecology movement, 
or the existence of industrial inducements in 
other states. This begs the important question: 
"\Vhy do some industries go and others come 
under the existing set of circumstances? 

It is frequently observed that economic de­
velopment efforts must be "selective." Usually 
what is meant by this is that the state should 
focus its attention on attracting industries that 
would be desirable from the point of view of 
environmental impact, wage levels, quantity and 
quality of jobs, seasonal stability of employ­
ment, etc. The orientation is toward the desira­
bility of the industry to New Jersey. 

There is another aspect of selectivity, how­
ever, that is also important. This is the desira­
bility of New Jersey to the industry. In some 
industries, outward movement from New Jersey 
may be irreversible because of such basic eco­
nomic forces as migration of markets and labor 
supply, changing sources of raw materials, or 
linkages with other industries. Rather than try­
ing to resist the inevitable, the state's industrial 
development efforts might be more successful if 
directed at attracting (and retaining) firms in 
those industries that experience has demon­
strated will thrive in New Jersey. A prerequisite 
to this aspect of selective industrial promotion 
is a much more solid understanding than pres­
ently exists of factors affecting industrial loca­
tion decisions as they pertain to New Jersey. 

Regional Performance Has Been Similar 

How has New Jersey compared with neigh­
boring states during the past three years? Is the 
state unique in its lagging behavior relative to 
the nation or is it merely sharing in a larger 
regional phenomenon? The evidence suggests 
that the latter is the case. 

New York, Pennsylvania, Connecticut, and 
Massachusetts all were hard hit by factory job 
losses during the recent recession and, at least 
through mid·l972, all had experienced dispro­
portionate increases in unemployment relative to 



the nation. On an annual average basis, manu­
facturing employment declined over the 1969-71 
period by 15.1 percent in Connecticut, 14.7 per­
cent in Massachusetts, 12.4 percent in New York, 
and 9.7 percent in Pennsylvania. The decline 
in New Jersey over that period was 8.0 percent. 
Though some of these states have rebounded 
somewhat more than New Jersey since 1971, 
New Jersey's losses over the full period since 
1969 have been less serious than those in any of 
these states except Pennsylvania. 

Connecticut and Massachusetts were much 
more severely impacted by defense spending cut­
backs than New Jersey. According to U.S. De­
fense Department estimates, their defense de­
pend~ncy ratios were 8.8 percent and 4.6 percent, 
respectively, as of June 1968, shortly before the 
slump began. New Jersey's was 3.1 percent. 
While New York was less defense dependent 
than New Jersey, with a dependency ratio of 2.1 
percent, that state's cyclical problems over the 
past three years '\Vere superimposed on a long­
term declining trend of factory jobs. Adverse 
long-term trends also compounded Massachu­
setts' problems. Pennsylvania, about as vulnera­
ble to defense cutbacks as New Jersey with a 3.2 
percent dependency ratio in 1968, experienced 
a factory slump between 1969 and 1972 about 
as severe as New Jersey's. 

Comparative performance of neighboring 
states suggests that New Jersey's factory job 
losses have not been its neighboring industrial 
states' gains. Individual firms have, of course, 
moved from New Jersey to neigh boring states. 
However, others have moved in the reverse di­
rection. Intraregional analysis of individual 
industries over time probably would reveal some 
significant patterns of interstate migration 
within the northeastern region. However, the 
net effect of these could well turn out to be 
favorable to New Jersey. Migration out of New 
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York City, for example, has definitely benefited 
this state's printing and publishing industry. To 
the extent that there has been significant geo­
graphical dispersion of industrial activity away 
from industrial centers like New Jersey, the 
principal beneficiaries have been in the southern 
and western parts of the United States, not in 
other parts of the northeast region. 

A Look Ahead 

The focus of this paper has been on negative 
aspects of the New Jersey economy. Stubborn­
ness of unemployment and the lag in manufac­
turing recovery over the past two years have 
been of serious concern to everyone. Therefore, 
these are the economic developments that war­
ranted the most attention. Neither the past pic­
ture nor future outlook, however, are those of 
gloom and doom. Substantial employment ex­
pansion occurred in nonmanufacturing activi­
ties during 1972. This will continue and will 
be supplemented by new factory jobs generated 
by a recovery of industrial activity which was 
well under way as the year closed. Thus the 
prospects for 1973 are quite good. Overall job 
growth will almost certainly be sufficient to 
reduce unemployment. 

Longer-range prospects also are hopeful. 
Assuming an appropriate balance between in­
dustrial development efforts and competing 
public priorities such as protection of the en­
vironment, the direction of the economy will 
be upward. Even if New Jersey continues to 
lag behind the nation in manufacturing, the 
level of factory employment should gradually 
rise and total jobs in all sectors should expand 
sufficiently to absorb the state's rising labor 
force. The economy has prospered for many 
years despite the problems associated with out­
migration of particular industries. There is no 
reason to expect the future to be different. 



FOOTNOTES 

1 Both the total and insured unemployment rates for New Jersey showed dips during the winters of 1970-71 and 1971-72 
that appear to reflect either abnormal seasonal patterns or deficiencies in seasonal adjustment procedures. The same 
thing may be happening this winter. Similar patterns have been observed in data published by other states and in the 
national insured unemployment rate. It would appear that, since unemployment became swollen late in 1970, standard 
adjustment techniques have been attributing too much of the wintertime unemployment to seasonality and hence 
understating unemployment associated with underlying economic trends during these months. A technical note on this 
entitled "A Seasonal Adjustment Dilemma" appeared in the May 1972 issue (No. 106) of N.]. Economic Indicators 
published by the Division of Planning and Research, N.J. Department of Labor and Industry. 

2 Differences are discussed in "How Unemployment is Measured in New Jersey," N.]. Economic Indicators, September 1972 
(No. 110). Reprints are available from the Division of Planning and Research, N.J. Department of Labor and Industry. 

3 The decline in the insured unemployment rate since mid-1971 is not inconsistent with the stickiness of the total unem­
ployment rate over the same period. When persons exhaust their entitlement to regular unemployment insurance bene­
fits they are dropped from the insured unemployment count but may still be unemployed. Also, total unemployment 
includes persons entering the labor market who have not earned sufficient wages in covered employment to be eligible 
for unemployment insurance. Unemployment has been rising among this group. The decline in insured unemployment 
is primarily a reflection of the fact that recession-related layoffs have been reduced. The failure of total unemployment 
to decline reflects the sluggish expansion of new job opportunities. 

4 The extended benefits program, permitting up to 13 weeks of unemployment insurance beyond the normal maximum 
duration of benefits, became effective in the beginning of 1971. The program triggers on and off based on a complex 
formula tied to trends of insured unemployment rates in the nation and the individual states. The program was in 
effect voluntarily in most states during parts of 1971 and in all states in early 1972 when the program became manda­
tory. When the national trigger went off in April 1972, only those states with serious unemployment problems remained 
on, based on their own state triggers. A special federally funded "temporary compensation" program providing 13 more 
weeks of extended benefits went into effect in New Jersey and a relatively small number of other states in January 1972. 
One or the other (or both) of these programs was in effect through virtually all of 1972 in New Jersey because of its 
continued high unemployment. 

5 The distinction between supply and demand influences is rather artificial, particularly when applied to analysis of state 
and local labor market trends. Labor supply is a nebulous concept. Many people fall into a gray area where they may 
be in or out of the labor force depending upon the availability of jobs. Labor supply is even more elastic at the state 
and local levels since population migration and commutation patterns change in response to changing labor demand. 
For these reasons, it is probably safe to say that, in the final analysis, adverse state and local unemployment trends that 
deviate seriously from national patterns usually ca'l. be traced to demand problems. 

6 The employment estimates used for this calculation and for the state trends shown in Figures 7-5 and 7-6 reflect approxi­
mate (upward) adjustments to first quarter 1972 benchmarks, which were not quite completed and of course not yet pub­
lished at the time this paper was prepared. The original published estimates showed the decline between micl-1969 and 
early 1972 to have been about 100,000 jobs. 

7 Since employment was rising during 1972 in the nation but not in the state until the very end of the year, the state's 
share of jobs declined even more in 1972 than the annual average data would indicate. Based on seasonally adjusted 
data, the state's share of the nation's factory jobs had slipped to 4.253 by December 1972. 

8 The industry mix advantages identified through this analysis are only first approximations since they were derived by 
comparing the state and national employment structures at a relatively high level of aggregation, i.e., by 2-digit indus­
trial classifications. More detailed structural breakdowns at the 3-digit industry level would yield more accurate results. 
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VIII 
RESEARCH PROGRAMS AND CRITICAL 

ISSUES FOR FlJTlJRE WORK 

Unemployment and Employment: 

As evidenced by the previous chapter, the Eco­
nomic Policy Council and the Department of 
Labor and Industry have been delving into cer­
tain aspects of the state's employment problems. 
Much more work needs to be done in this area. 
There is insufficient understanding of how New 
Jersey is similar to or different from other states, 
especially Northeast industrial states with os­
tensibly similar problems created by a decline of 
their manufacturing sectors. The same detailed 
attention given to the manufacturing sector 
needs to be devoted to an analysis of job creation 
in the services sector. There is a need for analy­
sis of labor force participation and its changes 
among different groups in the population. The 
components of unemployment have to be care­
fully distinguished: what part is frictional, what 
part due to deficient demand, what part struc­
tural? Lastly, how effective are various training 
programs in assisting labor upgrading, mobility, 
and transitions to new occupations? 

Business Taxation: 

The matter of business taxation is a latent 
issue of great importance to the state as indicated 
by the intense unresolved controversy over the 
"excess gains" aspect of the Governor's Tax Re­
form Proposal, the complaints of business repre­
sentatives, and the many issues left hanging by 
the Tax Policy Commission itself. The area of 
business taxation is so diverse and complex that 
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it is necessary to start to unpuzzling the area 
now in anticipation of future requirements. 
Two important topics are the taxation of finan­
cial and unincorporated businesses. The Coun­
cil hopes to consult with the Division of Taxa­
tion to see what efforts can be devoted to these 
and related topics. 

School Finance & Reform of the Property Tax: 

Alternative means of financing local educa­
tion must be developed in response to the ruling 
of the N .]. Supreme Court. This is inseparable 
from the issue of property tax reform, though 
there are other reasons for reforming property 
taxation. 

Economic Forecasting and Evaluation of State 
Programs: 

The Council's ECONOMIC OUTLOOK 
statement would be far more useful to state offi­
cials if it could be related to the progress of 
major state programs, such as housing, welfare, 
or finance. This requires some thought. 

Public Employment and Redevelopment of 
Central Cities: 

In the light of experience gathered from the 
now foundering federal public employment pro­
gram, some more attention should be given to 
public employment and public facilities location 
as an offset to New Jersey central city unemploy­
ment and economic decline. 



State Economic Development and Land-Use 
Patterns: 

The economic aspects of land-use control in 
the state are being given too little attention, 
though there are increasing pressures and con-
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straints on land-uses in New Jersey. What are 

the state's land-use goals? Do we want to become 

another Los Angeles? "\iVhat economic instru­

ments will further which goals, and what is their 

relation to non-economic factors? 



IX 
APPENDIX 

STATISTICAL TABLES 

TABLE 1 

POPULATION AND EMPLOYMENT, NEW JERSEY, 1956-1972 

Insured 

Unemployment Unemploy-
Resident Work ment 

Year Population Force t Employment Number Rate Rate 
r- In Thousands-------., (000) (Percent) (Percent) 

1956 5,516,100 2,406.6 2,263.2 138.6 5.8 4.6 
1957 5,631,700 2,448.l 2,290.0 156.8 6.4 5.3 
1958 5,739,800 2.1-72.6 2,248. l 222.5 9.0 7.6 
1959 5,960,000 2,483. l 2,303.2 175.5 7.1 5.5 
1960 6,0i0,780 2,507.4 2,337.2 168.5 6.7 5.7 
1961 6,222,160 2,543.5 2,355.9 185.5 7.3 6.0 
1962 6,370,650 2,575. l 2,415.0 159.0 6.2 5.2 
1963 6,503,190 2,618.4 2,447.9 168.8 6.4 5.4 
1964 6,614,560 2,655.5 2,489.6 162.l 6.1 4.8 
1965 6,720,300 2,724.5 2,582.2 140.0 5.1 3.9 
1966 6,821,050 2.790.3 2,665.3 122.6 4.4 3.2 
1967 6,917.450 2.854.5 2.721. 7 128.3 4.5 3.4 
1968 7,012,750 2,920.9 2,783.3 132.1 4.5 3.3 
1969 7,103,310 3,019.5 2,882.8 133.5 4.4 3.3 
1970 7,171,043 3,087.6 2,910.5 170.9 5.5 4.4 
1971 7,303,000 3,138.7 2,916.0 217.2 6.9 5.4 
1972 7,382,985 3,195.5 2,971.6 220.0 6.9 5.1 

t Persons involved in labor-management disputes are included in total work force estimates 
and are excluded from unemployment and employment estimates. 

NOTES: 

The rate of insured unemployment is based on weekly averages of insured unemployment 
(State UI Program) expressed as a percent of the average total number of jobs covered by the 
State Unemployment Compensation Program. 
Work force, employment, and unemployment estimates are adjusted to first quarter 1972 
benchmarks. 
Annual average work force and employment data from 1963 on are based on monthly data. 
Annual averages for 1962 and prior years are based on bi-monthly data. 
The 1970 resident population estimate has been revised to reflect the 1970 census changes. 
All population data as of July 1. Years other than those for Census are estimates prepared 
by the Office of Business Economics. 

Source: N.J. Department of Labor and Industry, Division of Planning and Research. 
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TABLE 2 

WORK FORCE, UNEMPLOYMENT, AND EMPLOYMENT 
ATLANTIC CITY LABOR AREA, 1956-1972 

(In thousands) 

Unemployment Employment 

N onagriculturnl Agricultural 

Wage and 
Work Number Rate Salary All 

Year Forcea (Percent) Employment Otherb 

1956 62.8 5.6 8.9 44.2 I0.4 2.6 
1957 64.l 6.4 IO.O 44.9 I0.2 2.6 
1958 66.6 7.9 11.9 45.3 I0.7 2.7 
1959 68.8 6.8 9.9 48.2 I I. I 2.7 
1960 67.9 5.7 8.4 49.3 IO.I 2.8 
1961 70.0 6.2 8.9 50.3 I0.6 2.9 
1962 71.4 5.7 8.0 52.0 I0.5 3.2 
1963 71.3 5.6 7.9 52.5 I0.2 3.0 
1964 72.9 5.5 7.5 54.0 I0.3 3.1 
1965 74.2 4.8 6.5 56.2 I0.2 3.0 
1966 76.9 4.4 5.7 59.5 IO.I 2.9 
1967 77.5 4.4 5.7 60.5 9.7 2.8 
1968 78.9 4.4 5.6 62.3 9.5 2.6 
1969 79.8 4.7 5.9 63.3 9.5 2.4 
1970 80.8 5.6 6.9 63.4 9.3 2.4 
1971 80.3 6.1 7.6 62.5 9.3 2.4 
1972 8~.0 6.3 7.6 65.l 9.3 2.3 

a Persons involved in labor-management disputes are included in total work force estimates 
and are excluded from unemployment and employment estimates. 

b "All other" nonagricultural employment includes self-employed, unpaid family, and domestic 
workers in private households. 
Atlantic City, Camden, Jersey City, Long Branch, Newark, Paterson, Perth Amhoy and 
Trenton Labor Areas, for which data are presented in Tables 2 to 9, contained 91.43 of the 
New Jersey work force in 1972. The other labor areas arc Bridgeton, Flemington. Lakewood, 
Newron, Phillipsburg, Salem, and Wildwood. 
All estimates are adjusted to first quarter 1972 benchmarks. 
Annual average work force and employment data from 1963 on are based on monthly data. 
Annual averages for 1962 and prior years are based on bi-monthly data. 
Source: New .Jersey Department of Labor and Industry, Division of Planning and Research 
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TABLE 3 
WORK FORCE, UNEMPLOYMENT, AND EMPLOYMENT 

CAMDEN LABOR AREA, 1956-1972 
(In thousands) 

Unemployment Employment 

Nonagricultural Agricultural 

Work Number Rate 
Wage and 

Salary All 
Year Forcea (Percent) Employment Otherb 

1956 220.1 15.1 6.9 ll>8. 7 26.4 9.9 
1957 221.4 16.6 7.5 169.6 25.5 9.6 
1958 229.6 20.2 8.8 171.9 27.0 9.7 
1959 234.8 16.4 7.0 180.9 27.9 9.0 
1960 241.5 16.5 6.8 18i.7 28.3 8.6 
1961 249.l 19.2 7.7 191.9 29 7 8.3 
1962 257.3 19.2 7.5 199.5 29.7 8.9 
1963 258.9 21.3 8.2 200.1 28.6 8.7 
1964 259.8 20.6 7.9 202.4 28.4 8.3 
1965 264.9 16.1 6.1 212.2 28.4 8.0 
1966 272.7 13.1 4.8 2N.3 27.8 7.3 
1967 282.8 14.3 5. l 2;rn.9 27.3 6.9 
1968 287.8 14.2 4.9 239.8 26.4 6.8 
1969 299.0 14.7 4.9 250.0 27.3 6.5 
1970 309.5 19.0 6.1 254.8 27.6 6.6 
1971 324.2 24.4 7.5 264.2 28.6 6.7 
1972 338.2 27.5 8.1 274.8 29.l 6.5 

See footnotes at the end of Table 2. 

TABLE 4 
WORK FORCE, UNEMPLOYMENT. AND EMPLOYMENT 

JERSEY CITY LABOR AREA, 1956-1972 
(In thousands) 

Unemployment Employment 

Nonagricultural Agricultural 

Work Number Rate 
lVagc and 

Salary All 
Year Forcea (Percent) Employment Otherb 

1956 327.6 18.7 5.7 282.1 26.7 .1 
1957 324.8 20.3 6.3 278.8 25.5 .1 
1958 315.5 28.5 9.0 261.7 25.1 .1 
1959 304.7 22.6 7.4 257.8 23.9 .1 
1%0 299.9 21.6 7.2 256.7 21.2 .1 
1%1 298.5 23.3 7.8 253.5 21.5 .1 
1962 295.4 18.0 6.1 255.4 21.0 .1 
1963 291.2 19.4 6.7 251.4 19.7 .1 
1964 287.0 17.9 6.2 249.5 19.3 .1 
1965 289.7 15.2 5.2 255.3 18.7 .1 
1966 292.4 12.9 4.4 261.3 17.8 0 
1967 293.9 14 .. IJ 4.9 262.4 16.9 0 
1968 296.2 15.7 5.3 263.8 16.0 0 
1969 297.3 16.1 5.4 264.9 15.9 0 
1970 294.9 19.5 6.6 259.1 16.0 0 
1971 289.2 25.6 8.9 247.6 15.1 0 
1972 284.6 24.5 8.6 245.5 14.4 0 

See footnotes at the end of Table 2. 
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TABLE 9 

WORK FORCE, UNEMPLOYMENT, AND EMPLOYMENT 
TRENTON LABOR AREA, 1956-1972 

(In thousands) 

Unemployment Employment 

Nonagricultural Agricultural 

Wage and 
Work Number Rate Salary All 

Year Forcea (Percent) Employment Otherb 

1956 125.8 7.0 5.6 102.8 12.8 2.3 
1957 128.0 7.7 6.0 104.9 13.0 2.4 
1958 127.8 11.2 8.8 100.7 13.4 2.1 
1959 129.0 8.7 6.7 103.8 13.7 2.1 
1960 129.0 8.0 6.2 106.3 12.8 1.9 
1961 129.4 9.1 7.1 105.3 13.0 2.0 
1962 129.2 6.9 5.4 107.4 12.8 1.9 
1963 131.8 6.6 5.0 110.5 12.6 2.0 
1964 134.9 5.8 4.3 114.1 12.8 1.7 
1965 139.l 5.6 4.1 119.l 12.7 1.7 
1966 142.0 5.3 3.7 122.9 12.1 1.7 
1967 143.2 5.5 3.8 124.3 11.6 1.5 
1968 145.5 5.4 3.7 127.3 11.4 1.4 
1969 150.2 4.8 3.2 132.6 11.5 1.2 
1970 154.6 6.1 3.9 135.4 11.4 .9 
1971 158.7 7.9 5.0 137.6 11.9 .9 
1972 163.6 7.5 4.6 143.2 12.l .9 

See footnotes at the end of Table 2. 
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TABLE 10 
WAGE AND SALARY WORKERS IN NONAGRICULTURAL ESTABLISHMENTS, MAJOR INDUSTRY DIVISIONS, 

NEW JERSEY, 1947-1972 
(In thousands) 

Finance, 
Total Non- Transportation Wholesale Insurance Services 

Agricultural Manu- Contract and Public and Retail and Real and 
Year Employment facturing Mining Construction Utilities Trade Estate Miscellaneous Government 

1947 ......... 1,622.6 782.6 4.0 65.4 142.2 249.7 63.1 158.8 156.8 
1948 ......... 1,657.1 786.3 4.1 74.6 141.0 260.5 67.0 163.7 159.9 
1949 ......... 1,595.6 721.8 4.0 72.5 134.0 264.5 66.5 166.2 166.l 
1950 ......... 1,657.l 756.4 4.3 81.2 135.4 273.7 68.3 166.8 171.0 
1951 ......... 1,768.1 821.2 4.5 95.4 143.9 285.8 69.8 169.8 177.7 
1952 ......... 1,804.0 832.9 4.6 91.9 146.7 295.6 70.7 174.0 187.6 
1953 ......... 1,850.2 856.2 4.7 90.3 147.8 303.4 73.6 180.6 193.6 
1954 ......... 1,820.8 802.1 4.3 93.6 146.l 312.4 76.l 186.0 200.2 
1955 ......... 1,865.3 811.1 4.0 98.7 148.4 322.5 78.8 195.4 206.4 - 1956 ......... 1,933.5 834.8 4.3 100.7 153.8 336.6 81.8 208.4 213.l 0 

~ 1957 ......... 1,968.3 835.0 4.4 96.2 154.3 349.1 85.4 222.7 221.2 
1958 ......... 1,911.3 775.4 3.7 88.6 148.2 351.2 86.7 230.5 227.0 
1959 ......... 1,970.5 801.3 3.6 95.7 147.0 360.5 87.3 241.6 233.5 
1960 ......... 2,017.l 808.6 3.5 98.l 149.5 374.6 88.6 252.0 242.2 
1961 ......... 2,033.7 791.l 3.4 99.4 150.1 380.7 91.2 264.2 253.6 
1962 ......... 2,096.1 812.8 3.4 100.7 150.8 393.3 93.4 278.9 262.8 
1963 ......... 2,129.3 809.l 3.5 100.2 151.9 405.5 95.5 291.5 272.1 
1964 ......... 2,168.5 806.2 3.6 105.7 153.4 420.2 97.8 301.6 280.0 
1965 ......... 2,256.4 836.7 3.5 109.3 157.0 439.0 99.9 315.6 295.4 
1966 ......... 2,358.4 878.2 3.0 109.8 162.2 460.0 102.4 330.8 312.0 
1967 ......... 2,420.9 881.9 2.8 111.0 166.3 472.1 106.0 351.6 329.2 
1968 ......... 2,485.4 886.2 3.1 114.3 166.3 489.7 109.7 372.6 344.4 
1969 ......... 2,570.9 893.6 3.3 116.8 176.2 515.1 112.6 393.2 360.1 
1970 ......... 2,608.5 863.0 3.2 119.2 182.2 538.2 117.7 410.0 375.l 
1971 ......... 2,610.9 821.8 3.0 116.3 181.1 558.4 121.7 419.3 389.3 
1972 ......... 2,666.3 814.8 3.2 120.5 181.6 578.l 124.9 435.0 408.2 

Series have been adjusted to March 1972 benchmarks. 
Source: N .J. Department of Labor and Industry, Division of Planning and Research. 



TABLE II 

WAGE AND SALARY WORKERS IN MANUFACTURING, DURABLE GOODS, NEW JERSEY, 1947-1972 
(In thousands) 

Ordnance Instruments MiscellaneouJ 
Total Lumber Furniture Stone, Clay Primary and Machinery, Trans- and Manu-

Durable and Wood and and Glass Metal Fabricated Except Electrical portation Related facturing 
Year Goods Products Fixtures Products Industries Metals Electrical Machinery Equipment Products Industries 

1947 ......... 403.0 6.9 7.7 31.0 45.8 45.7 56.0 108.9 47.4 18.2 35.5 
1948 ......... 397.2 7.0 8.2 31.4 44.2 44.3 53.8 106.7 45.9 18.8 36.9 
1949 ......... 346.I 6.5 7.6 29.0 37.6 40.7 48.8 87.3 37.5 17.9 33.2 
1950 ......... 372.3 6.8 8.9 31.7 40.5 44.2 49.9 97.2 40.1 17.8 35.3 
1951 ....... 427.9 7.1 9.1 :35.3 46.5 48.3 60.0 115.I 47.5 22.4 36.6 
1952 ......... 446.6 6.4 8.5 33.4 45.3 50.5 61.7 121.7 60.2 24.7 34.3 
1953 ........ 470.4 6.3 8.6 33.8 46.2 57.2 64.0 132.5 62.7 26.5 32.6 
1954 ........ 431.3 6.4 8.2 32.5 42.6 54.6 60.6 116.7 56.5 24.9 28.3 
1955 ........ 435.5 6.4 8.5 34.1 43.9 55.7 59.l 117.5 57.l 25.3 27.8 
1956 ......... 455.9 6.4 9.1 34.3 47.3 55.5 65.8 124.3 57.4 27.9 27.9 

....... 
1957 ......... 457.3 6.3 9.2 33.9 46.9 56.7 65.5 125.6 55.9 29.4 27.9 ....... 

0 1958 ......... 411.9 5.6 8.7 31.9 40.9 50.9 57.0 115.0 48.7 27.4 25.8 
1959 ......... 430.5 5.9 9.2 33.l 41.7 53.7 57.8 121.4 50.5 30.2 27.0 
1960 ......... 436.5 5.7 9.8 33.7 42.6 54.2 61.0 122.3 48.5 31. 7 26.8 
1961 ......... 421.3 5.6 9.0 34.4 40.7 53.6 57.3 119.5 41.7 31.9 27.6 
1962 ......... 436.1 5.8 9.7 34.6 40.1 55.6 60.3 125.2 42.5 32.4 29.9 
1963 ......... 425.7 5.7 8.9 34.9 38.6 55.2 60.1 121.7 39.0 32.9 28.7 
1964 ......... 418.6 5.6 9.0 35.6 37.9 56.7 61.4 115.1 35.6 31.0 30.7 
1965 ......... 438.l 5.6 9.4 36.9 39.8 60.2 65.4 118.4 36.8 32.7 32.9 
IY66 ......... 462.5 5.2 10.5 39.3 40.4 63.8 70.8 129.9 36.4 34.3 31.9 
1967 ......... 463.9 5.0 11.0 39.l 38.6 65.4 75.0 131.2 32.0 36.5 30.0 
1968 ......... 460.8 5.3 10.2 38.8 38.5 67.0 75.8 128.I 31.7 35.8 29.7 
1969 ......... 463.8 5.2 11.0 40.9 39.4 69.2 76.2 125.6 31.4 34.7 30.2 
1970 ......... 435.4 4.9 10.5 39.6 37.2 66.4 72.8 116.9 26.3 33.2 27.5 
1971 ......... 406.4 4.5 10.6 39.0 33.4 62.4 66.5 106.3 25.3 32.6 25.8 
1972 ......... 401.9 4.4 11.2 39.6 32.l 62.7 65.4 102.0 26.2 33.2 25.0 

Series have been adjusted to March 1972 benchmarks. 

Source: N.J. Department of Labor and Industry, Division of Planning and Research. 



TABLE 12 

WAGE AND SALARY WORKERS IN MANUFACTURING, NONDURABLE GOODS, NEW JERSEY, 1947-1972 
(In thousands) 

Apparel Printing, Petroleum Rubber and Leather 
Total Food and Textile and Paper and Publishing Chemicals Refining Miscellaneous and 

Nondurable Kindred Tobacco Mill Related Allied and Allied and Allied and Related Plastic Leather 
Year Goods Products Manufactures Products Products Products Industries Products Industries Products Product.s 

1947 ......... 379.6 56.9 5.5 61.1 78.9 21.7 18.6 80.1 15.6 29.5 11.7 
1948 ......... 389.1 57.1 5.1 64.7 85.6 22.2 19.9 77.6 16.2 28.4 12.3 
1949 ......... 375.7 55.9 4.9 57.8 88.9 21.8 21.4 71.9 16.3 24.7 12.1 
1950 ......... 384.l 56.5 4.6 58.2 89.0 23.5 22.8 73.7 16.5 26.4 12.9 
1951 ......... 393.3 59.8 4.4 53.7 89.8 24.8 23.4 79.1 17.3 28.4 12.6 
1952 ......... 386.3 61.3 4.4 50.l 88.7 24.2 23.5 78.5 16.3 27.3 12.1 
1953 ......... 385.8 60.9 4.3 48.3 85.0 26.5 24.8 79.2 16.4 28.4 12.0 
1954 ......... 370.8 62.2 4.0 41.9 79.7 26.0 25.9 78.0 15.2 26.7 11.2 
1955 ......... 375.6 61.7 3.4 42.7 79.6 26.3 27.1 80.8 14.5 27.5 11.9 

- 1956 ......... 378.9 63.5 2.6 41.6 79.7 27.2 28.1 81.8 14.3 28.3 11.8 - 1957 ......... 377.7 62.9 2.0 38.6 79.2 28.3 30.5 83.3 13.8 27.7 11.4 - 1958 ......... 363.5 62.9 1.9 33.0 76.7 28.0 30.3 80.8 12.3 26.6 11.1 
1959 ......... 370.8 62.3 1.8 33.2 79.2 28.3 31.5 82.4 11.7 29.3 11.1 
1960 ......... 372.1 62.9 1.7 31.4 77.7 28.0 32.3 86.4 11.5 29.2 11.0 
1961 ......... 369.8 63.9 1.6 29.1 76.4 28.l 32.6 87.0 11. l 29.2 10.8 
1962 ......... 376.7 64.2 1.5 28.6 75.8 29.7 33.0 91.0 10.7 30.7 11.5 
1963 ......... 383.4 64.9 1.4 27.9 74.5 31.4 34.6 94.8 10.5 31.7 11.7 
1964 ......... 387.6 65.0 1.5 27.8 74.6 31.5 35.8 96.4 9.6 34.2 11.2 
1965 ......... 398.6 66.4 1.4 28.5 77.3 31.3 37.5 98.9 9.8 36.0 11.5 
1966 ......... 415.7 67.2 .8 29.6 80.3 33.0 39.6 105.5 10.3 37.2 12.2 
1967 ......... 418.1 65.3 .6 29.1 78.5 33.7 41.5 110.9 9.5 37.7 11.3 
1968 ......... 424.6 64.5 .3 30.5 78.7 34.3 42.2 113.3 9.6 39.9 11.5 
1969 ......... 429.9 63.2 .3 30.8 77.2 35.0 43.3 118.2 9.8 41.4 10.6 
1970 ......... 427.6 63.5 .3 29.6 72.3 35.3 44.8 122.3 10.6 40.0 9.6 
1971 ......... 415.4 61.7 .3 29.4 68.9 35.9 43.7 119.0 10.1 37.l 9.4 
1972 ......... 412.9 58.6 .3 30.2 69.1 35.7 45.2 118.2 10.2 36.7 8.9 

Series have been adjusted to March 1972 benchmarks. 
Source: N.J. Department of Labor and Industry, Division of Planning and Research. 



TABLE 13 

EMPLOYMENT, HOURS, AND EARNINGS OF PRODUCTION 
WORKERS ON MANUFACTURING PAYROLLS, 

NEW JERSEY, 1947-1972 

Average Average 
Average Weekly Hourly 

Employment Weekly Earnings Earnings 
Year (thousands) Hnurs (dollars) (dollars) 

1947 . . . . . . n.a . 40.7 52.26 1.28 
1948 . . . . . . . . . . . . . . n.a . 40.5 56.37 1.39 
1949 . . . . . . . . . . . . . . n.a . 39.4 56.97 1.45 
1950 . . . . . . . . . . . . . . n.a . 40.8 61.65 1.51 
1951 . . . . . . . . . . . . . . n.a . 41.l 67.28 1.64 
1952 . . . . . . . . . . . . . . n.a . 41.1 71.02 1.73 
1953 . . . . . . . . . . . . . . n.a . 40.9 74.32 1.82 
1954 . . . . . . . . . . . . . . n.a . 39.8 74.43 1.87 
1955 . . . . . . . . . . . . . . n.a . 40.7 79.16 1.94 
1956 . . . . . . . . . . . . . . n.a . 40.5 82.98 2.05 
1957 . . . . . . . . . . . . . . n.a . 39.9 85.23 2.14 
1958 .............. 563.7 39.4 86.80 2.20 
1959 .............. 583.8 40.3 92.45 2.29 
1960 .............. 580.8 39.6 93.93 2.37 
1961 .............. 563.l 40.0 97.60 2.44 
1962 .............. 576.0 40.5 101.66 2.51 
1963 .............. 567.5 40.5 104.90 2.59 
1964 .............. 564.4 40.6 108.40 2.67 
1965 .............. 587.1 41.0 112.34 2.74 
1966 .............. 616.5 41.3 117.29 2.84 
1967 .............. 616.7 40.6 118.96 2.93 
1968 .............. 616.9 40.7 125.76 3.09 
1969 .............. 621.3 40.8 132.60 3.25 
1970 .............. 592.6 40.3 139.44 3.46 
1971 .............. 563.9 40.4 150.29 3.72 
1972 .............. 561.1 40.9 163.19 3.99 

n.a.-not available. 
Series have been adjusted to March 1972 benchmarks. 
Source: New Jersey Department of Labor and Industry; Division of Planning and Research. 
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TABLE 14 

CONSUMER PRICE INDEXES* 
FOR URBAN WAGE EARNERS AND CLERICAL WORKERS 

1967 = 100.0 

Average 
of New York 

and 
United New York Philadelphia Philadelphia 

Year States SC An SMSAh Areas 

1947 .............. 66.9 67.0 66.4 66.7 
1948 .............. 72.1 71.5 71.7 71.6 
1949 .............. 71.4 70.7 70.9 70.8 
1950 .............. 72.l 71.2 71.3 71.2 
1951 .............. 77.8 76.5 77.9 77.2 
1952 .............. 79.5 77.7 79.5 78.6 
1953 .............. 80.l 78.2 79.8 79.0 
1954 .............. 80.5 78.7 80.7 79.7 
1955 .............. 80.2 78.2 80.6 79.4 
1956 .............. 81.4 79.4 81.6 80.5 
1957 .............. 84.3 82.0 84.2 83.l 
1958 .............. 86.6 84.5 85.8 85.2 
1959 .............. 87.3 85.6 86.8 86.2 
1960 .............. 88.7 87.3 88.4 87.8 
1961 .............. 89.6 88.l 89.4 88.8 
1962 .............. 90.6 89.4 90.1 89.8 
1963 .............. 91.7 91.3 91.8 91.6 
1964 .............. 92.9 92.8 93.2 93.0 
1965 .............. 94.5 94.3 94.7 94.5 
1966 .............. 97.2 97.5 97.3 97.4 
1967 .............. 100.0 100.0 100.0 100.0 
1968 .............. 104.2 104.3 104.8 104.6 
1969 .............. 109.8 110.8 110.4 110.6 
1970 .............. 116.3 119.0 117.8 118.4 
1971 .............. 121.3 12.r).9 12~.5 124.7 
1972 .............. 125.3 131.4 127.0 129.2 

FOOTNOTES 
n Standard Consolidated Area: New York-Northeastern New .Jersey (17 counties). 
b Standard Metropolitan Statistical Area, including Camden, Burlington, and Gloucester Coun-

ties. 
• Annual averages. 

SOURCES: U.S. Department of Labor, Bureau of Labor Statistics. N.J. Department of Labor 
and Industry, Office of Business Economics. 

Prepared by Office of Business Economics, January 19, 1973. 
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TABLE 15 

PERSONAL INCOME, NEW JERSEY AND UNITED STATES, 
1948-1972 

Total Personal Income Per Capita Personal Income 
New United New United New United 
fersey States jersey States ]erseya Statesb 

Year (millions of current dollars) (current dollars) (1967 dollars) 

1948 8,063 208,878 1,689 1,430 2,359 1,983 
1949 8,131 205,791 1,663 1,384 2,349 1,938 
1950 8,934 226,214 1,834 1,496 2,576 2,075 
1951 10,151 253,232 2,028 1,652 2,627 2,123 
1952 10,934 269,769 2,134 1,733 2,715 2,180 
1953 11,750 285,456 2,247 1,804 2,844 2,252 
1954 11,957 287,607 2,231 1,785 2,799 2,217 
1955 12,688 308,266 2,306 1,876 2,904 2,339 
1956 13,719 330,481 2,443 1,975 3,035 2,410 
1957 14,550 348,460 2,536 2,045 3,052 2,426 
1958 14,823 358,474 2,517 2,068 2,954 2,388 
1959 15,849 380,964 2,635 2,161 3,057 2,475 
1960 16,526 398,726 2,708 2,216 3,084 2,498 
1961 17,333 414,411 2,767 2,265 3,116 2,528 
1962 18,430 440,189 2,890 2,370 3,218 2,616 
1963 19,372 463,054 2,966 2,458 3,238 2,680 
1964 20,515 494,912 3,086 2,590 3,318 2,788 
1965 22,105 535,948 3,267 2,770 3,457 2,931 
1966 23,862 583,828 3,483 2,987 3,576 3,073 
1967 25,638 625,576 3,701 3,170 3,701 3,170 
1968 27,987 684,745 3,995 3,436 3,819 3,298 
1969 30,423 746,449 4,288 3,708 3,877 3,377 
1970 32,930 801,493 4,577 3,933 3,866 3,382 
1971 35,145 857,100 4,813 4,156 3,860 3,426 
1972 (P) .. 38,300 935,800 5,158 4,494 3,992 3,587 

FOOTNOTES 
a The average Consumer Price Index given in Table 14 for the New York Standard Consoli-

dated Area and the Philadelphia SMSA was used to express New Jersey per capita personal 
income in constant 1967 dollars. 

b The Consumer Price Index for the United States was used to express United States per 
capita personal income in constant 1967 dollars. 

(P) Preliminary estimates. 

SOURCES: U.S. Department of Commerce; U.S. Department of Labor, Bureau of Statistics; 
Business Week and Office of Business Economics, N.J. Dept. of Labor and Industry. 

Prepared by Office of Business Economics, January 19, 1973. 
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TABLE 16 
PRODUCTION AND TRADE, NEW .JERSEY, 1948, 1972 

Electric Power Sales Registration of New Vehicles 
-

Value of 
Total Large Small New Construction Retail 

Industrial and Industrial and Gasoline Dwelling Contracts Store Passenger Commercial 
Commercial Commercial Consumption Units Awarded Sales Cars Vehicles 

Users Users Authorized 
Year (kilowatt hours in thousands) (000 gal.) ($000) ($000) ($000,000) (number) (number) 

1948 ......... 6,887,131 3, 736,931 1,359,854 1,108,524 n.a. 406,476 n.a. 116,847 25,504 
1949 ......... 7,026,664 3,578,396 1,483,196 1,199,979 n.a. 408,007 n.a. 165,179 23,544 
1950 ......... 8,023,122 4,161,454 1,630,075 1,337,876 n.a. 747,771 n.a. 210,436 27,229 
1951 ......... 8,944,201 4,648,835 1,806,808 1,396,712 n.a. 676,458 n.a. 178,862 25,002 
1952 ......... 9,578,722 4,837,880 1,969,215 1,487,026 n.a. 690,770 n.a. 149,168 19,335 
1953 ......... 10,435,872 5,191,330 2,180,598 1,587,990 n.a. 793,889 n.a. 208,376 23,048 
1954 ......... 10,931,039 5,214,694 2,348,391 1,677,573 n.a. 886,947 n.a. 207,252 20,601 
1955 ......... 12,184,077 5,874,199 2,584,701 1,806,242 n.a. 1,010,459 n.a. 258,079 22,262 
1956 ......... 13,224,653 6,323,544 2,807,035 1,846,099 n.a. 1,106,452 n.a. 219,297 21,903 
1957 ......... 14,196,487 6,642,234 3,097,755 1,850,252 n.a. 1,048,449 n.a. 219,865 20,320 
1958 ......... 14,949,906 6,829,115 3,322,774 1,907,497 n.a. 1,143,484 n.a. 183,770 17,616 
1959 ......... 16,632,611 7,683,942 3,719,151 2,007,697 n.a. 1,303,736 n.a. 219,305 20,374 - 1960 ......... 17,569,054 8,125,141 3,967,306 2,050,208 558,591 1,256,532 n.a. 266,299 22,532 - 1961 ......... 19,248,349 8,730,727 4,471,379 2,050,731 622,482 1,307,832 n.a. 250,432 24,606 ~ 

1962 ......... 20,630,556 9,506,486 4,848,024 2,045,680 618,663 1,392,618 n.a. 285,955 24,713 
1963 ......... 22,077,818 10,108,217 5,309,982 2,148,500 681,597 1,534,448 8,992 318,127 26,804 
1964 ......... 23,848,214 10,773,759 5,872,988 2,222,915 778,540 1,622,048 9,768 325,293 28,417 
1965 ......... 25,964,004 11,712,402 6,433,961 2,322,560 804, 151 1,555,689 10,396 378,768 30,980 
1966 ......... 28,512,856 12,814,406 7,043,455 2,391,674 665,653 1,651,494 10,711 352,573 31,072 
1967 ......... 30,146,448 13,147,596 7,620,829 2,447,834 652,963 1,906,577 10,947 302,680 27,471 
1968 ......... 32,616,153 13,863,329 8,394,581 2,596,238 680,816 2,380,846 12,030 356,762 30,724 
1969 ......... 35,637,643 15,042,515 9,214,088 2,676,055 661,820 2,205,705 12,591 356,583 34,616 
1970 ......... 38, 156, 144 15,394,352 10,185,005 2,818,317 702,116 2,753,100 14,274 348,294 36,027 
1971 ......... 39,919,508 15,564,483 11,056,580 2,918,695 876,144 2,432,486 15,359 403,164t 36,842 
1972 (P) ...... 42,331,408 16,208,683 12,178,074 3,113,545 961,039 3,011,611 16,800* 448,200 51,388 
FOOTNOTES 

*Figures for 1970 and 1971 are based on a new sample design and improved processing techniques developed as a result of the 1967 Census of Business by the 
U.S. Department of Commerce. Figures not comparable with earlier data. t Years 1948 to 1970 compiled by N.J. Auto List. Years 1971 and 1972 N.J. Division 
of Motor Vehicles. 

(P) Provisional estimates based on data through November 1972. Prepared by Office of Business Economics, January 19, 1973. 
n.a.-not available. 

NOTES: 
Beginning with January 1967, construction contracts awarded were adjusted to reflect more complete coverage of one-family house construction. 
Retail store sales not strictly comparable. New series began September 1967. 

SOURCES: Electric Power Sales: Edison Electric Institute. Gasoline Consumption: American Petroleum Institute. New Dwelling Units Authorized: N.J. Depart-
ment of Labor and Industry in Cooperation with U.S. Department of Commerce. Construction Contracts Awarded: F.W. Dodge Corporation. Retail Sales: 
U.S. Dept. of Commerce. Registration of New Vehicles: New Jersey Auto Lists, Inc.; N.J. Division of Motor Vehicles. 

Prepared by Office of Business Economics, January 19, 1973. 



TABLE 17 

BUSINESS ACTIVITY, NEW JERSEY, 1948-1972 

Apparent New jersey Turnpike 
Liabilities New Consumption 

Postal Advertising Business Business of Business Jncorpora- of Distilled Toll Number of 
Receiptsa Linageh Telephones Failures Failures lions spirits Revenue Vehicles 

Year (dollars) (000 lines) Net Gains (number) ($000) (number) (000 gal.) ($000) (000) 

1948 . . . . . . . 25,521,507 133,515 19,106 219 15,286 5,510 6,852 n.a . n.a. 
1949 ........ 28,207,664 145,319 10,014 366 16,246 5,41 l 6,688 n.a. n.a. 
1950 ........ 29,428,662 151,024 20,134 346 10,926 6,009 8,243 n.a. n.a. 
1951 ........ 30,685, 15 l 151,459 29,806 307 l 1,961 5,581 8,216 n.a. n.a. 
1952 ........ 33,226,624 162,413 29,044 319 18,627 6,146 7,824 16,245 17,948 
1953 ........ n.a. 172,67 l 26,613 360 25,856 6,651 8,443 l 9, 195 22,005 
1954 ........ 47,005,842 160,322 24,664 385 20,086 7,276 8,536 20,758 24,555 
1955 ........ 48,516,344 171,876 31,659 456 29,753 8,386 9,045 21,124 25,888 
1956 ........ 50,091,539 l 76,973 37,452 582 33,919 8,839 l 0,253 24,515 31,588 
1957 ........ 52,614,766 172,607 29,856 565 39,604 8,097 9,331 29,025 39,270 
1958 ...... 55,859,548 l 68,637 21,892 778 43,475 8,757 9,961 30,162 41,615 

- 1959 ....... 63, l 72,822 178,818 35,051 639 27,619 10,436 10,702 33,321 46,199 - 1960 ..... 68,088,340 182,716 38,543 714 49,071 10,172 11,39 l 35,588 49,083 
O"l 

1961 ........ 71,359,658 l 77,863 28,825 717 53,282 9,650 11,743 37,197 51,738 
1962 ...... 75,437,939 189,614 39,383 591 58,468 9,984 12,378 39,246 54,901 
1963 ....... 85,541,527 197,736 29,716 509 256,075 9,716 12,810 40,781 56,677 
1964 89,087,584 201,340 36,771 442 49,261 I 0,023 13,483 44,153 60,708 
1965 ........ 89,863,285 266,092 47,251 512 96,334 10,439 14,383 46,128 64,958 
1966 . . . . . . . 96, 1'91,521 282,833 54,650 442 61,191 9,656 14,687 48,616 69,850 
1967 ...... 99,363,477 278,160 48,620 414 64,215 10,220 15,064 51,238 73,529 
1968 118,053,541 290,960 53,293 423 42,692 12,038 15,971 55,348 78,205 
1969 .. 122,074,437 311,353 73,211 343 53, 141 13, 168 16,572 57,645 80,618 
1970 n.a. 285,963 58,787 463 142,196 1 ~,9.118 16,289 fi~,944 89,655 
1971 ........ n.a. n.a. 45,401 428 102,738 15,563 16,440 70,136 98,553 
1972 ........ (Series Discontinued) *66,989 453 173,428 16,462 *17,012 75,948 107,933 

FOOTNOTES 
*-Preliminary. 

n.a.-not available. 

SOURCES: Postal Receipts: O.B.E. Dept. of L. & I. Advertising Linage: Media Records, Inc. and the Office of Business Economics. Business Telephone Net Gains: 
N.J. Bell Telephone Company. Number and Liabilities of Business Failures and New Incorporations: Dun and Bradstreet, Inc. Apparent Consumption 
of Distilled Spirits: Distilled Spirits Institute. New Jersey Turnpike-Toll Revenue and Number of Vehicles: New Jersey Turnpike Authority. 

Prepared by Office of Business Economics, January 19, 1973. 



TABLE 18 

FINANCE, NEW JERSEY, 1948-1972 

Bank Debits Savings in 
All Insured Savings in Ordinary 

Eight Nine Five Savings and All Mutual Life 
SMSA Loan Savings Insurance 

Cities Cities Areasa Associations Banks Sales 
Year (millions of dollars) (thousands of dollars) 

1948 .... 19,756 355,258 516,590 580,688 
1949 .... 19,485 422,501 535,518 604,291 
1950 .... 22,352 506,037 588,388 725,712 
1951 .... 25,455 604,436 650,368 805,489 
1952 .... 26,634 26,663 724,481 739,695 890,944 
1953 .... 29,575 862,041 824,835 1,058,691 
1954 .... 30,014 1,083,298 924,330 1,107,907 
1955 .... 32,752 1,290,953 995,780 1,370,565 
1956 .... 34,767 1,460,342 1,103,782 1,620,565 
1957 .... 36,264 1,651,719 1,162,688 2,201,044 
1958 .... 37,993 1,889, 145 1,256,831 2,189,707 
1959 .... 41,319 2,147,322 1,292,154 2,235,092 
1960 .... 43,864 2,414,376 1,327,447 2,171,985 
1961 .... 48,851 2,729,116 1,384,518 2,180,105 
1962 .... 51,622 3,052,389 l,547,302 2,163,371 
1963 .... 56,596 3,418,173 l,692,707 2,381,986 
1964 .... 61,709 79,920 3,801,004 1,833,533 2,748,766 
1965 .... 90,719 4,171,487 1,992,759 3,112,622 
1966 .... 104,425 4,261,895 2,122,482 3,258,043 
1967 .... 110,503 4,634,388 2,317,453 3,521,854 
1968 .... 152,419 5,059,085 2,480,412 3,920,144 
1969 .... 150,669 5,361,151 2,585,228 4,304,833 
1970 .... 158,813 5,936,761 2,967,846 4,831,491 
1971 .... 176,747 7,648,154 3,545,904 5,378,147 
1972 .... n.a. n.a. 208,610 *8,908,940 *4,150,500 t5,662,128 

FOOTNOTES 
• Provisional estimates based on data through November 1971. 
t Provisional estimates based on data through October 1971. 
a Standard Metropolitan Statistical Areas: Newark-Paterson-Clifton-Passaic; Atlantic City; 

Trenton and Jersey City. 
n.a.-not available. 

SOURCES: Bank Debits: Federal Reserve System. Savings in all Insured Savings and Loan 
Assocations: Office of Bus. Economics. Savings in all Mutual Savings Banks; Savings 
Banks' Association of New Jersey. Ordinary Life Insurance Sales: Life Insurance 
Agency Management Association. 

Prepared by Office of Business Economics, January 19, 1973. 
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TABLE 19 

STATE TAX REVENUES, NEW JERSEY CALENDAR YEARS 1949-1972 
(Thousands of dollars) 

Total Cigarette Corporation Inheritance Motor Motor Pari- All Sales Year State Tax Fuel Vehicle Mutuel Other 
Revenues Tax Tax Tax Tax Tax Tax Taxes Tax 

1949 ........... 155,135 17,713 15,633 10,179 35,167 33,542 ll,801 31,100 
1950 ........... 162,402 18,240 17,238 9,535 35,601 36,486 11,834 33,467 
1951 ........... 177,994 18,996 18,992 ll,103 38,293 41,309 14,661 34,640 
1952 ........... 188,557 19,854 20,265 12,069 40,048 45,181 18,047 33,096 
1953 ........... 203,033 20,079 22,294 12,357 42,660 48,577 20,710 36,355 
1954 ........... 217,526 19,482 23,435 10,515 53,552 52,095 21,871 36,576 
1955 ........... 256,142 19,952 36,811 14,316 67,196 57,835 22,822 37,210 
1956 ........... 292,232 30,622 39,235 17,338 70,307 71,226 23,798 39,666 
1957 ........... 292,059 34,806 41,831 18,123 70,538 62,492 24,484 39,783 
1958 ........... 309,674 36,754 43,952 10,608 80,046 64,731 23,886 39,697 - 1959 ........... 357,756 39,529 69,327 18,771 97,184 68,476 24,571 39,898 

00 
1960 ........... 383,503 42,130 76,940 24,988 99,945 71,733 25,155 42,610 
1961 ........... 410,832 56,075 78,724 22,051 111,210 74,958 25,309 42,506 
1962 ........... 455,131 59,966 82,496 29,810 124,446 77,658 29,408 51,347 
1963 ........... 492,835 66,243 88,060 48,568 128,952 81,980 27,213 51,818 
1964 ........... 529,068 68,720 94,142 44,801 135,157 87,383 28,580 70,285 
1965 ........... 561,971 75,031 101,838 50,278 141,938 91,094 28,826 72,966 
1966 ........... 688,469 87,868 119,462 55,246 147,765 95,179 29,209 70,391 83,349 
1967 ........... 859,639 97,241 134,406 54,097 150,166 97,288 31,215 73,ll9 222,107 
1968 ........... 1,061,032 111,713 146,407 60,166 172,835 109,059 34,461 157,979 268,412 
1969 ........... 1,219,074 117,603 223,814 64,266 193,534 127,631 34,829 179,644 277,753 
1970 ........... 1,408,667 121,677 212,019 68,367 204,309 132,35~ 34,023 193,777 442,142* 
1971 ........... l,490,943 125,794 125,968 69,192 213,930 l~rn.131 34, 781 228,557t 553,590 
1972 ........... 1,691,339 154, 181 151,162 71,530 248,191 147,468 35,872 260,569 622,366 

* Reflects rate increase as of March 1, 1970. 
t $10 million of this increase is represented through an accelerated tax provision (Chapters 108 and 109, P. L. 1971) regarding public utility excise tax. 

SOURCE: New Jersey Department of the Treasury; 1972 Preliminary Estimates by Office of Economic Policy. 



TABLE 20 

AGRICULTURE, NEW JERSEY, 1950-1972 

Number 
Cash Receipts from Farm Marketings 

of Workers (thousands of dollars) 
Year on Farms From Livestock 

(thousands) Total and Products 

1950 ........... 66 292,430 188,694 
1951 ........... 65 348,831 229,976 
1952 ........... 61 342,447 215,156 
1953 ........... 58 346, 187 223,750 
1954 ........... 59 314,259 194,605 
1955 ........... 58 307,674 200, 178 
1956 ........... 53 330,372 202, 117 
1957 ........... 51 314,627 193,991 
1958 ........... 51 304,569 191,946 
1959 ........... 45 286,467 lfi9,690 
1960 ........... 44 295,411 167,222 
1961 ........... 42 286, 167 156,180 
1962 ........... 41 278,001 146,024 
1963 ........... 39 271,1 ~5 138,904 
1964 ........... 37 252,632 123,334 
1965 ........... 33 269,520 117,9% 
1966 ........... 27 265,390 119,938 
1967 ........... 23 249,416 102, 164 
1968 ........... 23 2.r)O,Ofil 9R,!J 10 
1969 ........... 23 246,997 102,491 
1970 ........... 20 242,626 96,464 
1971 .......... 20 240,114 88,666 
1972 (P) ........ 20 234,527 92,160 

FOOTNOTE 
(P)-Preliminary Estimates. 

SOURCES: U.S. Department of Commerce; N.J. Department of Agriculture. 

Prepared by Office of Business Economics, January 19, 1973. 
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From Crops 

103,736 
118,855 
127,291 
122,437 
119,654 
107,496 
128,255 
120,636 
112,623 
116,777 
128,189 
129,987 
131,977 
132,231 
129,298 
151,525 
145,4.~2 
147,252 
151,551 
144,506 
146,162 
151,448 
142,367 



TABLE 21 

POPULATION CHANGE BY COUNTY 
NEW JERSEY, I 960-1972 

Total Total Revised Percent Area in Density Per Estimated Estimated 
Population Population Census Change Square Square Mile Population . Population 

County 1960 1970 1970 1960-70 Miles 1970 July 1, 1971 July 1, 1972 

Atlantic ........ .... 160,880 175,043 175,043 8.8 566.97 308.73 180,350 181,940 
Bergen .............. 780,255 898,012 897,148 15.0 234.57 3,824.65 907,960 911,405 
Burlington .......... 224,499 323,132 323,132 43.9 817.64 395.20 335,895 335,190 
Camden ............. 392,035 456,291 456,291 16.4 222.01 2,055.27 467,280 474,055 
Cape May ........... 48,555 59,554 59,554 22.7 263.37 226.12 61,505 62,925 
Cumberland ......... 106,850 121,374 121,374 13.6 501.73 241.91 125,705 128,445 
Essex ............... 923,545 929,986 932,457 1.0 127.44 7,.316.83 937,025 940,410 

- Gloucester ........... 134,840 172,681 172,681 28.l 328.36 525.89 177,115 180,460 
Nl Hudson ............. 610,734 609,266 607,839 -0.5 46.42 13,094.33 611,735 613,250 
0 

Hunterdon .......... 54,107 69,718 69,718 28.9 429.60 162.29 71,855 73,100 
Mercer .............. 266,392 303,968 304,116 14.l 226.00 1,345.65 311,290 314,985 
Middlesex ........... 433,856 583,813 583,81? 34.6 311.00 1,877.21 594,525 601,225 
Monmouth .......... 334,401 459,379 461,849 38.l 471.57 979.39 472,850 478,260 
Morris .............. 261,620 383,454 383,454 46.6 470.24 815.44 394,305 404,550 
Ocean . . . . . . . . . . . . . . 108,241 208,470 208,470 92.6 637.09 327.22 219,455 236,555 
Passaic .............. 406,618 460,782 460,782 13.3 192.01 2,399.78 466,550 469,360 
Salem ............... 58,711 60,346 60,346 2.8 346.56 174.16 61,375 63,105 
Somerset ............ 143,913 198,372 I 98,372 37.8 305.55 649.23 202,350 204,225 
Sussex ............... 49,255 77,528 77,528 57.4 526.59 147.23 80,080 82,325 
Union .............. 504,255 543,116 543,116 7.7 102.93 5,276.56 548,480 551,285 
Warren ............. 63,220 73,879 73,960 17.0 361.55 204.56 75,315 75,930 

State Total .......... 6,066,782 7,168,164 7,171,043 18.2 7,489.20 957.52 7,303,000 7,382,985 

SOURCE: U.S. Bureau of the Census; 1971 and 1972 estimates by Office of Business Economics. 






