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Gov. Christie's plan doesn't go far enough

Wednesday, May 12, 2010
SPECIAL TO THE TIMES

For the first time in almost 40 years, the majority of the voters in New Jersey voted against their proposed
municipal government budgets. These budgets called for some tax increases, layoffs of workers (mostly
teachers) and sharp reductions in school programs. These actions were necessary because revenue
coming to the towns is significantly lower than in prior years.

Gov. Christie has suggested that the cuts could be minimized if government workers (again, mostly
teachers) would be willing to forgo contractual wage increases and accept a salary freeze for the coming
year and probably some additional years. The teachers rejected this.

He also wants to limit property-tax increases to 2.5 percent annually and raise the retirement age for state
employees from 62 to 65. This, too, is facing harsh criticism.

Is the governor going too far?

"He's not going far enough!" a tax revolter would say. "I don't think our elected government officials get it.
The majority of New Jerseyans are severely overtaxed. Add up the federal income tax, the state income
tax, the state sales tax, property taxes and special taxes on gasoline, cigarettes and alcohol, and we are
tired of working four hours a day for the government and four hours for our families. So we will not pay one
penny more in taxes. That means we will not allow any increases in any taxes -- not state income tax, not
sales tax, not property tax and not gasoline tax. So, unless the voters agree on an increase, freeze property
taxes at least for the next year or two."

The tax revolters claim they spoke loudly last November when they elected Chris Christie as governor. He
campaigned by promising not to raise any taxes, and he is following through on his promise. He is cutting
spending in order to balance the budget. The tax revolters say local governments have to do the same.

"There is only one real way to handle this," the tax revolters continue. "Government is a labor-intensive
industry, which means most of its costs are for salaries. In order to reduce spending, those salary costs will
have to be reduced. Forget the contracts that were signed. The state is in the midst of a financial
emergency; all of the labor contracts have to be thrown out and renegotiated, especially those of the
teachers.

"Let us emphasize, that we do not have any problems with the quality of the service the teachers offer. Our
kids are generally well-educated, and a high percentage are equipped to go on to higher education. Our
problem is that the teachers just charge way too much for their service. In New Jersey, the average
teacher's salary is more than $62,000 per year, with another roughly 30 percent more paid in benefits. That
brings the cost per teacher to almost $80,000 per year. That's significantly more than someone would earn
in the private sector. And look at the time worked. The picture gets worse."

"In the private sector, a person works about 240 days per year (five days times 50 weeks minus 10 days for
holidays). Teachers are required to work about 180 days per year. The bottom line is that they charge about
30 percent more and they work about 25 percent less. This is not just unfair, it is unsustainable. So how do
we fix it?"
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The tax revolters would say, "Look, we offer our 10/70 plan. Forget the salary freeze demand. All teachers
(and all government workers) should take a 10 percent cut in wages. This would bring their salaries more in
line with market conditions. It would also save virtually all of the jobs and all of the programs that are now
on the chopping block without raising any taxes. And by raising the retirement age to 70 for all workers,
either newly hired or currently in the system, it would minimize problems into the future.

"We have said this numerous times. The retirement age of 65 was set in 1935, when people were only
living to be about 67. Now that people are living well into their 70s, 80s or 90s, we have to adjust the
retirement age.

"Here's the bottom line," the tax revolters conclude. "We can't pay one penny more in taxes. In order to
balance state and local budgets, spending will have to decrease. We can't cut programs and we shouldn't
lay off anyone. So the only thing that makes sense is to implement our 10/70 plan. We know it won't be
easy and we know it may not be viewed as fair. At this point, since we can't find a fair solution, this plan is
the "least unfair' solution. That's probably the best we can do.”

Michael Busler is an associate professor of finance and a fellow at the William Hughes Center for Public
Policy at Richard Stockton College. A 94;©
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