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A 20-point plan for tax relief in NJ: PART 1

ASBURY PARK PRESS EDITORIAL 
Our 20-point plan for easing the tax burden on New Jersey's overwrought homeowners focuses on four areas: reining in public salaries and benefits, reforming the tax system to make it more equitable, operating government more efficiently and capping public spending.

Our first 10 points zero in on public employee benefits and salaries, in recognition of the fact no appreciable headway can be made on reducing taxes and government spending without tackling the compensation packages of the state's 470,000 public employees, which account for at least 70 percent of government expenditures.

1. Require all public employees to make contributions to health insurance premiums in line with those in the private-sector.
Despite a 2006 recommendation from the Joint Legislative Committee on Public Employee Benefits Reform to require all public employees to pay at least some portion of health insurance premiums, it was never acted upon.

Most police employees contribute nothing toward their health insurance premiums. Most municipal and county employees contribute nothing or very little. Teachers in only 14 percent of the state's school districts make any contribution toward their health insurance premiums.

The 2007 contract settlement with state unions required workers to contribute just 1.5 percent of their salary toward health insurance — a giveback so modest that the state's largest employee union trumpeted it as a major victory. Gov. Jon Corzine later reversed an original stipulation in the contract that would have required retired state employees to contribute 1.5 percent of their pension toward their health insurance premiums. So today, they contribute nothing, putting them on an equal footing with retired teachers and school administrators, and most police and municipal workers.

Government-funded costs for covering state workers in the current fiscal year have been projected at $1.78 billion — $1.37 billion for active workers and $410 million for retirees. The price tag for school employees enrolled in the state plan is projected at $1.84 billion — $1.1 billion for current employees and $740 million for retirees. About 90 percent of school employees' bill is borne by taxpayers.

And things are getting worse: The State Health Benefits Commission in July approved health care premium increases of 11 percent for state workers and 23 percent for school employees. Guess who will be picking up most of the tab?

2. Establish uniform "use-it-or-lose it" rules for unused sick and vacation time.
The joint legislative committee cited above recommended that sick leave compensation payable upon retirement be limited to $15,000 for all local government and board of education employees. It also recommended limiting the carry-over of accumulated vacation time to one year for all local government and board of education employees. Neither of the recommendations were approved by the Legislature.

Rules on how many of those days can be accumulated and cashed in typically are left to the discretion of towns, school boards and other governmental entities. Some towns establish caps on payouts for unused sick and vacation days, but most do not. Caps that do exist rarely are less than $10,000.

Legislation that would have capped payouts for unused sick and vacation time of school administrators at $15,000 remains bogged down in the Legislature. The bill was spurred by the obscene $740,000 severance package awarded Keansburg schools Superintendent Barbara Trzeszkowski, which included $184,586 for 235 unused sick days and 20 vacation days.

3. Enact measures to control growth of public employee salaries.
There is no hope of bringing property taxes, or any other kind of tax, down without striking at the heart of the matter — public employee salaries. They account for about 60 percent of all spending at the local, county and state level. Payroll costs continue to climb at a time when incomes of all workers are declining and the Consumer Price Index is actually in negative territory.

In the midst of the worst economic downturn since the Great Depression and a deflationary environment, teachers, police and many other public employees continue to negotiate generous raises. The average salary increase for teachers this year is 4.31 percent. Police typically are getting 4 percent increases in the salary guide, plus step increases that often result in total wage hikes of 10 percent or more a year for officers who have to yet to reach the top of the guide.

To address the problem, the Legislature should require a two-tier salary system — one for current employees and another for new hires that establishes lower starting salaries and expands the number of steps required to reach the top of the guide. In some towns, it takes police just five years after they have graduated from the police academy to reach the top of the salary guide. Seven steps is more common. To pay officers with that level of experience $90,000 and up in base pay alone throws the whole system out of whack. Total pay package increases should not be allowed to exceed inflation.

4. Establish ceiling of 10 paid holidays for all public employees.
Until last year, state workers were entitled to 14 paid holidays, including Black Friday, the day after Thanksgiving, which was routinely granted at the discretion of the governor. Most local and county governments followed the state's lead. Corzine last year said employees could have Black Friday off if they traded it in either for Lincoln's Birthday or President's Day. Now they get 13 holidays. That's still too many. It's three more days than federal employees get and at least two more than government employees in other states get. And it's nearly double what the average private-sector worker receives.

The Legislature has refused to even study reducing the number of paid holidays, as recommended by the joint legislative committee.

5. Eliminate health and pension benefits for part-time public employees, elected officials and professionals who contract with government.
In 2008, the law was changed to limit eligibility for benefits to part-time employees who made $7,500 a year or more, up from $1,500. But it only pertained to new hires.

The state commission studying property tax reforms in 2006 had recommended eliminating benefits for all part timers, but Corzine refused to act. The savings here, not only in reduced health benefits, but for pensions would be enormous over time.

It also would help weed out those hundreds of elected and appointed public officials who enter public life primarily to secure health insurance coverage.

6. Limit public pensions to one job per person.
So-called "double-dippers," politicians who hold two or more public positions and draw on more than one pension program, pull down an estimated $200 million in salaries. Others accumulate large pension benefits by having two or more part-time positions.

Most of the cost savings here would be indirect. It would discourage multiple job holding, which often leads to conflicts of interest and allows irresponsible public officials to get paid for giving short-shrift to each of their jobs, some of which may involve little or no work. Double-dipping also helps perpetuate the belief that many government officials are in public service for the wrong reason — their own financial well-being.

7. Require fact-finders and arbitrators to make cost-of-living the most important factor in consideration of binding arbitration cases.
The cost of living is one of several factors arbitrators are required to take into account in settling contract disputes between management and police and fire unions. But it is clear from the pattern of judgments that one factor takes precedence — whether they are in line with settlements in neighboring towns. That makes it virtually impossible to reduce the salary increase rates quickly enough to reflect changing economic conditions.

Arbitrators also should be required to consider the total cost of the compensation package in measuring it against the cost of living. That requirement, plus mandating that cost of living be the key determinant in salary awards, must be written into law, and arbitrators must be closely monitored to ensure they are abiding by it.

8. Rewrite civil service laws and allow towns to withdraw from civil service.
Corzine has said civil service reform is essential to any discussion about property tax reform. There has been some discussion but no significant action.

Onerous civil service rules make a mockery of efficient government. They make it difficult for towns to hire the best employees in a timely manner and even more difficult to lay off employees during tight economic times or transfer them to jobs where there is a greater need. It can take six months or longer to lay off employees once a plan has been submitted to the Department of Personnel, which must sign off on it.

Civil service rules — some of which date back nearly a century — also have been a major impediment to consolidation of municipalities, police and fire departments, and other government entities: If one entity in a consolidation is governed by civil service, all employees in the newly merged entity must be covered by civil service.

Civil service governs most state employees, 20 of 21 counties and 193 municipalities, including most of the larger ones. Once towns or counties opt to become civil service towns — something that must be done by referendum — there is no way out.

The most important of 60 recommendations in a 1997 report by the Property Tax Commission, which was charged with finding ways to reduce property taxes, was to allow government entities to withdraw from the civil service system. That and most of its other worthy recommendations were, and continue to be, ignored.

9. Negotiate a unified state contract for all police, teacher and fire unions.
There are several good reasons for doing this. Among them:

It would eliminate the tens of millions of dollars wasted annually on contract negotiations by hundreds of bargaining units. Some counties have to deal with 20 or more unions. Large cities often negotiate with 10 or more.

It could eliminate the bad blood that often stems from contentious negotiations between management and the unions, and would provide uniformity of benefits packages.

It would eliminate the huge advantage the state's most powerful unions have over small-town and small school district administrators, who often lack the expertise, resources and stamina to fight to the finish.

It would remove from the negotiations any disincentives management negotiators have to get the best deal — staying on good terms with the unions, and recognizing that typically the better the salary and benefits for the union, the better the benefits for managers.

The 1997 Property Tax Commission recommended that laws be enacted that would allow collective bargaining for public employees on a county, regional or statewide basis. Again, no action was taken.

10. Bring employee pensions under control.
The joint legislative committee made 21 recommendations on pension reform alone in December 2006. Only a handful were adopted in full.

The state's next governor and the new Legislature won't have to look very far for ideas on how to address the state's ballooning unfunded pension liability. Many good ones are to be found in that 2006 report. At the time, the state's unfunded pension liability was $18 billion. Today, it has been estimated at $30 billion.

Unless any of the state's pension systems go bankrupt — an unlikely scenario despite the stresses on them — the enrollees in the state's traditional pensions can't be shifted over to less-costly 401(k)-type plans.

The state has, however, started enrolling new hires in what it calls a pension contribution plan, similar to a 401(k). But it will be a long while before the full financial impact of it is felt. In the meantime, employee contributions to the traditional pension plans should be increased, the age at which employees are entitled to full pension benefits should be raised and the cost-of-living increases in the pension plans should be at least temporarily halted.

________________________________________________________________________
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A 20-point plan for tax relief in NJ (Part 2)

Gannett New Jersey Editorial 
The first 10 parts of our 20-part plan, which appeared on Monday's editorial page and are available online at DailyRecord.com, were aimed at reducing the salaries and benefits of the state's 470,000 public employees, which account for at least 70 percent of government expenditures. The second 10 are focused on reforming the tax system to make it more equitable, operating government more efficiently and capping public spending.

Make tax system more equitable
11. Hold a constitutional convention on property taxes.

In the past, we have opposed this idea, largely because we saw it as a political copout. Why should convention delegates have to develop solutions for problems the governor and lawmakers were elected to address? 

But the tax system has gotten so far out of equilibrium that a constitutional convention might be the best hope for wholesale reform.

The ground rules for a convention would be established by the Legislature and voters would be asked to approve the convention on a referendum ballot. If the question passed, voters would then elect delegates to the convention, who would be nominated by petition.

We share Rutgers economic professor Joseph J. Seneca's view that a constitutional convention would only have value if it addressed both property taxes and government spending. 

"A major recasting has to be radical on the revenue side and radical on the cost side to break the logjam,'' he said. 

Radical is the operative word. Piecemeal fixes aren't sufficient. The Legislature has demonstrated its inability or unwillingness to repair the broken tax system. Let delegates to a convention take a comprehensive look at what is needed.

12. Require a two-thirds majority vote of the Legislature for any new tax or tax increase.

At least 16 states require supermajorities for passage of increases in taxes. At least 11 require majority votes of two-thirds or more for passage and three require three-fourths majorities for certain major taxes.

Most of these restrictions, aimed at putting restraints on the growth of new and increased taxes and fees, were imposed on state legislatures through citizen-driven initiative and referendum questions.

New Jersey needs this measure badly. It should be near the top of any reform agenda.

13. Require property tax reassessments every five years.

Our "Tax Crush'' news series pointed out some of the horror stories in towns that hadn't had revaluations in years. When they finally did, it resulted in some taxpayers seeing their tax bills double or triple as a result of changing real estate values over time. Some states, and many counties in some states, reassess every year to provide more current, more equitable snapshots of the market.

Doing it that frequently may not be necessary or cost-effective. But requiring them every five years would help homeowners avoid the sticker shock all too common in newly reassessed communities.

14. Allow phase-ins of any dramatic increase arising from revaluation.

There is no shortage of examples of taxpayers who have been burned by huge tax increases stemming from revaluations. Ortley Beach, a section of the barrier island in Toms River, is a perfect case study of what can happen when revaluations are deferred for years, resulting in major changes in property values. It simply isn't fair to make homeowners play catch-up in a single year.

Maryland is among the states that allow tax increases above a threshold amount to be paid over as many as five years to ease the financial impact. 

New Jersey statute specifically prohibits such phase-ins. The lone exception is Newark, which was granted an exemption. The state statute should be changed to allow phase-ins in all municipalities.

15. Create regional taxing districts.

There aren't many jurisdictions that have embraced this concept, in which municipalities pool a portion of their property tax revenues, then distribute a portion of them based on an equitable formula. This not only helps spread the burden for services, but reduces competition among municipalities seeking new businesses and developments, thereby resulting in better regional planning. 

In places where regional taxing districts exist, they have been effective. The seven-county Twin Cities region of Minnesota has had a regional tax-sharing system since 1971. Experts say that most municipalities in the regional district have lower property tax burdens than they would have if there hadn't been tax-base sharing.

New Jersey has had a small regional taxing district in the 14 towns in Bergen and Hudson counties that constitute the Meadowlands District since 1969. It was founded to protect the Meadowlands' delicate ecosystem, provide for orderly development and manage solid waste activities in the district. 

A 2003 study by a University of Minnesota professor and an independent researcher concluded that a large majority of residents in New Jersey would benefit from tax-base sharing. This topic is well worthy of study by a commission or study group.

Operate government more efficiently
16. Mandate consolidation of school districts that can't meet cost efficiency benchmarks within reasonable time frame.

For more than 40 years, New Jersey policymakers have debated the merits of consolidating the state's more than 600 school districts. Virtually every report and study has concluded that the profusion of districts fails to provide the continuity, consistent program quality and economies of scale needed to operate an optimally efficient, effective educational system.

In a significant initiative to consolidate school districts, the Corzine administration has given the state's county executive superintendents until March to make recommendations for the consolidation of all K-6, K-8, 7-9 and 9-12 districts into K-12 districts. The majority of the 284 K-6 and K-8 districts enroll fewer than 750 students, and 146 have fewer than 500.

The county executive superintendents' recommendations, supported by feasibility studies, will be submitted to the state Department of Education. Once the commissioner signs off on them, consolidation plans will be put to the voters in the affected districts as early as next year. A rejection by any one district would defeat the consolidation plan.

Estimates of cost savings from consolidation vary widely. Some say the savings would be negligible. In 2005, former State Treasurer John McCormac estimated consolidation of schools and municipalities in New Jersey could reduce property taxes by 20 to 25 percent. Assembly Majority Leader Joseph J. Roberts Jr., D-Camden, once estimated school consolidation, centralized purchasing, administration and transportation, and other steps could reduce school spending over time by 20 to 25 percent.

The consolidation studies should provide more definitive answers. If they demonstrate there are financial and academic benefits from consolidation of given school districts, and voters reject consolidation, the state should give the districts a reasonable period in which to meet cost efficiency goals. If they can't achieve them, consolidation should be mandatory.

17. Mandate regionalization of police, fire and other services in communities that can't meet cost efficiency benchmarks within a reasonable time frame.

New Jersey has 566 municipalities, about one third of which have fewer than 2,000 residents. Despite a 1978 law designed to facilitate municipal mergers, there has been only one in the past 50 years. In 1997, two Warren County towns consolidated … Pahaquarry, which had only six residents, and Hardwick Township, which had fewer than 1,500.

Voluntary consolidation is out of the question for most towns. People value their local identities. The town they live in often helps define them. And consolidation is likely to yield winners and losers, at least in the short term. Unless the state can provide sufficient aid to help ease the transition, the prospects for full municipal consolidation are dim.

The state should concentrate instead on regionalizing police and other services where it makes sense. A few years ago, Sen. Joseph M. Kyrillos Jr., R-Monmouth, proposed creating a consolidation commission patterned after the federal Base Realignment and Closure process, in which a commission is empowered to close down military facilities deemed "surplus'' by the Defense Department. Kyrillos suggested having the commission develop a list of municipalities that would benefit from consolidation, then present the list to the Legislature for a straight 
up-or-down vote.

We wouldn't go that far. But the Legislature should create a commission to study the potential operating and capital cost savings from regionalization of police, public works and other services. If communities where savings would be realized by regionalizing services, the towns should be given a reasonable period of time to develop plans to do so. If they failed to act, regionalization should be mandated.

18. Require public bidding for all professional services.

No-bid professional contracts given to campaign contributors have been a staple of political fund raising for decades. Attorneys, engineers, accountants and others who benefit from such contracts throughout New Jersey traditionally give hundreds of thousands of dollars to campaigns every year. No-bid contracts are a major source of patronage that allow political bosses to bestow work on party faithful and cronies rather than awarding it to the best-qualified professionals who offer the lowest price.

A few years ago, ending no-bid contracts originally was on the Democratic leadership's list of ethics reforms. But it never happened. Instead, the Legislature inserted a "fair and open bidding'' provision into the pay-to-play law that exempted governments from the prohibitions on professionals contributing to political campaigns and parties if they advertised for proposals and opened them in public before awarding the contract. Entities using that provision are under no obligation to accept the low bid or to refrain from hiring politically connected firms or campaign contributors.

No-bid contracts are one of the most important drivers of corruption and poor decision-making in New Jersey. Some estimates put the savings from competitive bidding statewide at $1 billion a year. The toll from decision-making based on politics and self-interest rather than the best interests of taxpayers could be far higher.

Cap public spending
19. Impose temporary salary freeze for all public employees.

Halfway measures won't work. New Jersey is facing an $8 billion to $10 billion budget gap next year. Drastic measures are required. While the public employee workforce still needs to be trimmed, the Legislature also should impose a statewide wage freeze until circumstances warrant lifting it.

To help reduce spending and balance budgets, the state, some towns and some counties have imposed furloughs … mandatory unpaid time off … and wage freezes. Those steps have been common in the private sector. A wage freeze for public-sector employees should be implemented at all levels of government, including school districts, to achieve the maximum fiscal benefits and to spread the economic sacrifices more evenly among towns and types of public jobs.

New Jersey's largest union agreed to furlough employees for nine to 10 days in the current fiscal year. But in exchange, Corzine agreed not to lay off any state workers in 2010.

If the economy doesn't improve dramatically soon, all options should be on the table … for all unions, including the NJEA and police unions. A statewide wage freeze could save more than $750 million in payroll costs next year.

20. Give citizens the right to put public issues on a referendum ballot.

A long line of governors and legislatures have had ample opportunity to make things right in this state and have failed miserably. It's time to give New Jersey voters a crack at it: They should demand that lawmakers give them the power of initiative and referendum … a power granted citizens in 27 states and most Western democracies.

Various attempts to put I&R on the ballot in the 1940s, 1970s and 1980s failed. In 1991, state Republicans made initiative and referendum a centerpiece of their campaign, helping them win control of the Legislature. But once in the majority, their promises to share power with citizens evaporated. Two years ago, I&R again was a major plank in the state Republican Party's platform, but the Democrats have shown no enthusiasm for it.

Those opposed to I&R cite a number of reasons … most of which are rationalizations for not ceding power to citizens. I&R, as structured in some states, has had problems. New Jersey could learn from those experiences and develop a law that builds on I&R's strengths and limits its potential weaknesses.

Polls in states with initiative and referendum consistently show voters strongly support it. No state ever has repealed it. It is a way to give citizens disenfranchised by political bosses, gerrymandered voting districts, uncompetitive elections and unresponsive public officials a direct say in state policy.

Representative democracy in this politically dysfunctional state is not working. New Jersey needs a dose of direct democracy. Citizens must begin clamoring for it.

October 23, 2009

Candidates for NJ governor tussle over taxes

NEWARK, N.J. (AP) — There were no laugh lines in the last debate before Election Day among the three main candidates for governor of New Jersey, but there was plenty of tussling over the nagging issues of property taxes and corruption.

The debate, held at Newark jazz radio station WBGO and aired on public radio across the state, was light on improvisation. Instead, Republican Chris Christie, Democratic Incumbent Gov. Jon Corzine and Independent Chris Daggett restated the cases they've been making for months.

The race, one of only two governor's seats in the nation to be filled this year, looks very close. Recent polls have showed Christie and Corzine statistically tied. A Rutgers-Eagleton Poll released Thursday showed Daggett with his most support so far: 20 percent.

For Corzine, the debate was another opportunity to try to persuade voters that he has helped the persistently vexing property tax situation even though he cut state rebates to more than 1 million taxpayers and the average bill has now passed $7,000.

The governor took credit for expanding a program that freezes the property taxes of some senior citizens and that has slowed the growth of the state's highest-in-the-nation property taxes the last two years.

There's now a 4 percent gap on property tax increases for local governments and school boards. Corzine said he would lower it further if needed. He also said he would restore property tax rebates to households earning up to $250,000.

"We already have a cap on property tax levies at a local level," he said. "We have to keep looking for every possible consolidation and reduction in costs."

For Christie, the debate was a chance to lay out an entirely different vision that includes a pledge to restore property tax rebates and to make cutting other taxes a priority. He said that he would build his state budgets in a new way — and no program would get an automatic exemption from cuts.

"It is not going to be a program that's going to be fixed with a silver bullet," Christie said.

Daggett, a former state and federal environmental protection official, continued to push a plan that would change the tax system. He wants to extend the sales tax to more services and use the extra revenue mostly to slash local property taxes.

He opened with sharp criticism of both major-party candidates, saying Corzine "led our state to near fiscal ruin," and said Christie is running "a campaign that's without substance and lacking in intellectual integrity."

The debate also turned to corruption on the day former Bergen County Democratic chairman Joseph Ferriero was found guilty of conspiracy and mail fraud.

Christie, who as U.S. Attorney oversaw Ferriero's indictment, blamed Corzine for enabling him by donating $400,000 to the Bergen County party organization.

A clearly perturbed Corzine said he stood up to Ferriero and called Christie's accusation "just a joke."

Daggett said both of the other candidates use money to skirt fair political practices: Corzine by spending so much of his fortunes on politics and Christie because his brother donated $200,000 to the Republican Governors Association, which is running television ads attacking Corzine and Daggett.
