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Abstract 
 

As the United States and the rest of the world struggled with the Great Depression, New Jersey’s 

state and local governments struggled to find ways to bring in revenue and provide relief. When the 

Great Depression hit New Jersey in the 1930’s, the state faced a financial crisis. As previously 

reliable sources of revenue dried up, the state government was left searching for other tax sources 

through taxes, bond sales, and aid from the federal government. Over the decade, the State of New 

Jersey and its governors levied new taxes, fought high profile legal battles, reorganized the state civil 

service, and contended with the overarching influence of the political bosses. The first part of this 

thesis examines the policy battles of the New Jersey State government and its successes and failures 

in bringing in new sources of tax revenue. The second part of this thesis is an econometric analysis 

on the factors that drove state tax revenue in states across the United States.  

 

 

 

 

 

 

 

 

 

 



The State of New Jersey during the Great Depression 

Arthur Dai 

Introduction 

As the United States and the rest of the world struggled with the Great Depression, New 

Jersey’s state and local governments struggled to find ways to bring in revenue and provide 

relief. At the same time, new federal programs and policies were introduced to provide relief and 

improve the economic outlook. When the Great Depression hit New Jersey in the 1930’s, the 

state faced a financial crisis. As previously reliable sources of revenue dried up, the state 

government was left searching for other tax sources through taxes, bond sales, and aid from the 

federal government. Over the decade, the State of New Jersey and its governors levied new 

taxes, fought high profile legal battles, reorganized the state civil service, and contended with the 

overarching influence of the political bosses. 

While the actions of the federal government during this time period have been studied, 

the actions of state governments during this tumultuous time have been relatively neglected in 

research. This thesis examines the legislative and policy efforts of the state government to 

counter the effects of the Depression, and the ways in which the State of New Jersey 

collaborated with the federal government and utilized federal funds. The first part examines the 

political condition of New Jersey and the plans of the State to bring in more revenue. These 

narratives cover the state’s alcohol tax, the failed sales tax, the heavy reliance on the property 

tax, the railroad taxes, and how political boss Frank Hague came to influence federal relief 

spending in the state. Based on the findings from these narratives, the later portion consists of an 



econometric analysis to identify additional factors beyond federal spending and personal income 

that drive state tax revenue in several states. 

 

New Jersey Alcohol Tax 

Alcohol in New Jersey prior to the Repeal of Prohibition 

Alcohol was a thriving black market industry in New Jersey, with local and state 

authorities mostly ignoring openly operating speakeasies amid waning support for a dry state.  In 

1927, the onus for statewide enforcement fell on Colonel Ira L. Reeves, who stepped down as 

Prohibition Administrator after 9 months and recommended a wet state. During those months, he 

and his men raided a $25,000 alcohol plant in a building owned by a police chief,1 were 

ambushed and engaged in a pistol battle by bootleggers,2 and lamented that the war of 

enforcement in “the wettest state in the Union” was the worst of 6 wars in which he fought.3 

New Jersey was undoubtedly a wet state, with a well-documented culture of Prohibition 

gangsters. Federal agents confiscated millions of assets per year in the state, in 1927 seizing over 

$7 million in property and accounting for over half the nation’s total.4 Local enforcement also 

sometimes clashed with federal authorities. When three federal agents attempted to raid a 

warehouse in Trenton, they were forced to fire their handguns to disperse a mob that had blocked 

                                                           
1 "DRYS RAID BUILDING POLICE CHIEF OWNS." New York Times (1923-Current File), Jun 28, 

1927. 
2 "BOOTLEGGERS FIRE ON 20 DRY RAIDERS." New York Times (1923-Current File), Apr 02, 1927. 

The raid was thought to be in retaliation for the arrest of a different police chief.  
3 "ENFORCEMENT IN THE WETTEST STATE." New York Times (1923-Current File), May 12, 1927. 
4 "JERSEY LEADS LIST IN LIQUOR SEIZURES." New York Times (1923-Current File), Dec 30, 1927. 



their path. The local police force came and arrested the federal agents for carrying firearms 

without permits, only to be arrested themselves a few days later for obstructing federal duties.5  

By the time national sentiment had shifted for the repeal of the 18th Amendment, and 

violations of Prohibition had become all but an open secret even in the face of expensive federal 

seizures. A saloon placed for sale in Bergen County attracted widespread attention after 

essentially announcing that it came with an ample supply of liquor.6 On New Year’s Eve 1931, 

31 armed smugglers grinned and surrendered on a barge with $1 million worth of champagne. 

Their bond was posted within an hour of their arrest.7 

Repeal of Prohibition  

On April 5th, 1933, the Assembly passed the “Act concerning manufacture, distribution, and sale 

of certain beverages with alcohol” an act legalizing the manufacture of beverages with alcoholic 

content below 3.2% with the purchase of a license from the State Tax Commissioner and a tax of 

3 cents per gallon. New Jersey held its convention ratifying the 21st Amendment to repeal the 

18th on June 1, 1933 in Stacy Park in Trenton. The delegates voted overwhelmingly in favor. 

Governor Arthur Harry Moore, a Democrat serving his second term, with one term of Governor 

Larson in between, wasted little time in converting the legalization to revenue. The day before 

Prohibition was officially repealed, New Jersey passed the Alcoholic Beverage Tax Act 

legalizing all alcoholic beverages of any percent content and creating a system of taxes by 

stamps. Taxes were set dependent on beverage type (Table 1).  

                                                           
5 Special to The New York Times. "DRY AGENTS SEIZED IN RAID WITH GUNS." New York Times 

(1923-Current File), Jan 22, 1927. 
6 Special to The New York Times. "Saloon is Advertised for Sale in New Jersey; 'Never any Liquor 

Difficulties,' Owners Boast." New York Times (1923-Current File), Aug 16, 1930. 
7 $1,000,000 IN LIQUOR SEIZED OFF JERSEY." New York Times (1923-Current File), Dec 31, 1931. 



Table 1: Alcohols and their Taxes 

 Beverage Tax per gallon 

Beer $0.03 

Liquor $1.00 

Still Wines less than 21% alcoholic content $0.10 

Still Wines more than 21% alcoholic content $0.25 

Sparkling wines $0.40 

Source: Chapter 120 of the Laws of 1933. Acts of the One Hundred 

and Fifty-Seventh Legislature of the State of New Jersey and Eighty-

Ninth Under the New Constitution. 7.      

 

Few supporters of a dry New Jersey remained. The New Jersey Dry Party was formed 

with a solitary purpose and nominated a retired Army officer named Leslie Mollineaux its 

candidate for governor for the 1935 election, which was won by Republican Harold G. Hoffman. 

Moore had left to serve in the U.S. Senate. The Women’s Christian Temperance Union held a 

convention in 1934 to attempt a rallying call to turn states dry again, to little fanfare. 

Appointment of D. Burnett 

After the legalization of alcohol, a commission was created by the assembly and 

Governor Moore to determine how to regulate and enforce the new tax and licensing provisions. 

Republican D. Fredrick Burnett was named State Commissioner of Alcoholic Beverage Control 

at the approval of both the Republicans and Governor Moore with the promise that he would be 

non-political. The revenue from the new alcohol tax would go towards financing relief efforts for 

New Jersey. Among those relief plans was the use of the tax to amortize $10 million in bonds for 

relief purposes.  

Burnett was responsible for licensing the sale of alcohol to establishments and for 

enforcing the legal sale of alcohol and its tax collection. He was, by most accounts, a reasonable 

and capable commissioner and took a vocal role in the media. Immediately evident to Burnett 



was the rampant bootlegging still occurring within the state. After the first year, Burnett believed 

about 50% of liquor sales in New Jersey were illicit due to the high tax burden on each gallon. 

State and federal taxes on liquor amounted to $3 total for each gallon. An illegal producer could 

simply hire “special protection” for much less, circumventing the taxes and placing pressure on 

legal producers to go back to bootlegging and also circumvent taxes. Burnett was also tasked 

with protecting the New Jersey alcohol trade from competitors, both legal and illegal, in 

Pennsylvania and New York. 

The State passed several laws to aid Burnett in his work. First, they added to their 

original alcohol tax laws with amendments in 1934 and 1935 penalizing the counterfeiting of 

alcohol tax stamps and the illegal sale of alcohol. As cost-cutting measures, the State 

consolidated some departments and boards into Burnett’s office of the State Commissioner of 

Alcoholic Beverage Control, also giving him more power.  

Burnett took the illegal production and sale of alcohol very seriously. He understood the 

price markup for legal alcohol could reach almost 80%, so he stepped up seizures of alcohol. In 

his first year, Burnett oversaw the seizure of nearly 900 illegal apparatuses and 800 arrests. The 

seized goods were sold.8 Secret agents from his office cooperated extensively with federal agents 

to thwart bootleggers.9 Publicly, Burnett called for lower taxes on alcohol. Stills constructed 

during Prohibition, hidden underground or in the woods, still ran and speakeasies still flourished. 

Compounding the issue was New Jersey’s previously lax attitude towards the bootleggers and 

                                                           
8 Special to THE NEW,YORK TIMES. "50% Liquor Sold in Jersey found Illicit; High Tax Held Aiding 

Bootlegger to Thrive." New York Times (1923-Current File), Dec 01, 1934.  
9 Special to THE NEW,YORK TIMES. "JERSEY STARTS DRIVE ON LIQUOR SMUGGLING." New 

York Times (1923-Current File), Apr 07, 1935.  



the proximity of New York and Philadelphia: many stills operated within the state were for 

illegal export to these nearby cities.10 

Attitudes soon changed in New Jersey. Whereas before popular sentiment was on the side 

of the bootleggers, the support of State and local officials (particularly the mayors of Jersey City 

and Newark) gave rise to popular support for the legal alcohol business and Burnett’s 

enforcement efforts. Burnett’s focus gradually shifted to protecting the interests of the newly 

established, legal alcohol industry. He was called on to protect the borders from the import of 

Pennsylvania liquor sold at clearance prices (whose effect he found negligible), decide whether 

or not to remove the alcohol license from a Nazi supporter (he did not, for fear of precedent), and 

the counter the purchase of liquor at lower taxes in New York.  

Revenue from Alcohol Tax 

Table 2: Alcohol Beverage and License Tax Revenue 1934-1940 

 State Figures11 Federal Statistics12 

1934 $3,090,314 n/a 

1935 $6,334,305 n/a 

1936 $7,638,445 n/a 

1937 $9,184,965 $8,506,551 

1938 $9,281,239 $9,761,000 

1939 $9,168,607 $8,700,000 

1940 $9,858,098 $9,227,000 

Source: Annual Reports of the Comptroller of the Secretary and Financial 

Statistics of States. Alcohol tax revenue grew steadily over the decade as the 

public became more accepting of the alcohol tax and less accepting of the once 

popular bootleggers.   

                                                           
10 By RICHARD D BURRITT Special Correspondence, THE NEW,YORK TIMES. "JERSEY IS 

WORRIED BY ILLICIT ALCOHOL." New York Times (1923-Current File), Jun 03, 1934. 
11 Annual Reports of the Comptroller of the Treasury, Years 1934-1940. Figures are in nominal values.  
12 Nominal values. Compiled from Financial Statistics of States for years 1940, 1939, 1938, and 1937. 

Figures for 1937 and 1940 do not include revenue from alcohol license fees. I cannot pinpoint the cause 

for the discrepancy between the state and federal figures for 1938 and 1939. Federal statistics were not 

recorded 1932 – 1936. 



 

In July 1938 state tax collections for alcohol totaled $917,789.13 In 1940, New Jersey’s revenues 

were good for 7th highest in the country.14  

Table 3: Alcohol Revenue in the Mid-Atlantic States 1937-1940 

Per Capita Alcohol Sales Revenue15 

 NJ NY PA 

1937 $2.062436 $1.033347 $1.656154 

1938 $2.135916 $1.040078 $1.550006 

1939 $2.06013 $1.05459 $1.437412 

1940 $2.217941 $4.024366 $1.523912 

 

Per Capita Alcoholic Beverage License Revenue 

 NJ NY PA 

1938 $0.223866 $0.126984 $0.899718 

1939 $0.037124 $0.10112 $0.888052 

Source: Financial Statistics of States. In the late 1930’s, New Jersey and New 

York relied more upon alcohol sales revenue while Pennsylvania collected more in 

per capita alcohol license fees.  

 

 

 

 

 

                                                           
13 Special to THE NEW,YORK TIMES. "JERSEY USES MORE LIQUOR." New York Times (1923-

Current File), Aug 16, 1938. 
14 "1939 ALCOHOL TAXES EXCEEDED A BILLION." New York Times (1923-Current File), May 26, 

1940. 
15 Figures obtained from Financial Statistics of States years 1940, 1939, 1938, and 1937. Figures are in 

nominal values.  



New Jersey Sales Tax 

New Jersey passed a sales tax in an effort to draw revenue from new sources and relieve 

the burden of the real estate tax. The primary goal of the sales tax was to finance relief, but the 

sales tax only lasted from July 1, 1935 to October 26th when it was overwhelmingly repealed. 

During its existence, it was blamed for lower retail sales, for unfairly targeting the poor, and was 

openly flaunted. Its failure split the Republican Party and weakened Governor Hoffman.  

Early calls for a sales tax 

There were regular calls for the introduction of a sales tax in the years before it finally 

became law in 1935. In May 1933, a bipartisan conference of state senators planned for a 1% 

retail sales tax, along with an income tax, to be introduced to help generate more revenue and 

relieve some of the burden on real estate.16 The 1933 committee on taxation recommended a 

retail tax, along with an income tax, corporate franchise tax, and intangible property tax.17 A 

meeting of Republicans, led by State Senate majority leader William Albright, planned for a 

sales tax to supplant the school tax, the soldiers’ bonus tax, and the road tax. These initial plans 

explicitly introduced the sales tax to reduce other taxes, as Democrat Governor A. Harry Moore, 

was decidedly anti-tax. In April, 1934, majority leader Albright introduced his 2% retail sales tax 

plan to a Republican majority divided on how to finance relief and Moore left the governorship 

to serve as U.S. Senator. 18 

                                                           
16 Special to THE NEW,YORK TIMES. "JERSEY ACTS TO TAX SALES AND INCOMES TO 

RELIEVE REALTY." New York Times (1923-Current File), May 10, 1933. 
17 Special to THE NEW,YORK TIMES. "RETAIL SALES TAX URGED FOR JERSEY." New York 

Times (1923-Current File), Dec 20, 1933. 
18 Special to THE NEW,YORK TIMES. "2% RETAIL SALES TAX PROPOSED IN JERSEY." New 

York Times (1923-Current File), Apr 17, 1934. 



Governor Hoffman’s Dual Tax Plan 

  In November, 1934 Republican Harold G. Hoffman was narrowly elected governor of 

New Jersey. At the time only 38, Hoffman was a rising political star, seen by New Jersey 

Republicans as a potential presidential candidate.19 Hoffman made the income tax and the sales 

tax a major component of his campaign platform, and saw his election as a mandate to 

implement both. He planned for a dual tax system: a 2% retail sales tax, which he believed 

would target the poor, and an income tax, which he believed would target the wealthy. 

According to Hoffman, taking one without the other would place an unfair burden on one group 

versus the other. The taxes would be put to financing relief, including an agreement with WPA 

administrator Harry Hopkins to finance $2 million a month as its share in aiding the 

unemployed.20    

Table 4: New Jersey Revenue from Federal Aid 

 State Figures21 Federal Figures22 

1930 $2,621,715.08 $1,162,376 

1931 $3,496,277.21 $2,374,964 

1932 $2,642,857.07 n/a 

1933 $6,906,008.92 n/a 

1934 $26,284,524.57 n/a 

1935 $58,959,020.43 n/a 

1936 $26,626,435.62 n/a 

1937 $9,672,832.11 $13,029,217 

1938 $9,926,140.77 $10,802,000 

                                                           
19 Special to THE NEW,YORK TIMES. "Hoffman Asks Income Tax and 2% Sales Tax in Jersey." New 

York Times (1923-Current File), Jan 16, 1935. 
20 "JERSEY SEEKS CUT IN ITS RELIEF QUOTA." New York Times (1923-Current File), Apr 09, 

1935. 
21 Annual Report of the Comptoller of the Treasury, years 1931 - 1940  
22 Figures from Financial Statistics of the States for relevant years. Federal statistics were not recorded for 

years 1932 – 1936. All figures nominal. I cannot pinpoint the cause for the discrepancy between the state 

and federal figures. 



1939 $16,603,317.27 $14,526,000 

1940 $11,970,912.19 $14,848,000 

Source: Annual Report of the Comptroller of the Treasury and Financial 

Statistics of the States. Over sixty percent of the federal aid received over 1930-

1940 came between 1934 and 1936. 

 

Hoffman immediately faced criticism that the proposed taxes would drive businesses, 

customers, and residents away from New Jersey. Shortly after taking office, his plan of the dual 

taxes was killed by the Assembly, in an effort led by Hoffman’s nemesis-to-be Lester Clee, the 

Republican Speaker of the Assembly. Clee had the support of the Assembly Republicans, to the 

extent that they trusted Clee with the power to name 5 to a committee on emergency financing 

for relief.23 This broke Hoffman’s platform of an equitable tax plan: now he had to push them 

through one at a time and risk being seen as unfair. Clee favored passing an income tax first, 

with graded rates for higher incomes.24 Hoffman pushed through the sales tax first.  

The 2% tax was finally signed into law in early June. Clee had enough Assembly 

Republicans to stand against Hoffman’s sales tax that Hoffman could only pass the act with the 

support of a sizeable number of Democrats. The high number of Democrats that voted in favor of 

the sales tax, despite its party platform of less taxation, led many to conclude that Hoffman had 

struck a deal with Democrat political boss Frank Hague.25  Clee and his supporters still set out to 

weaken the tax by attempting to amend the tax to exempt food, medicine, and other necessities. 

                                                           
23 Special to THE NEW,YORK TIMES. "HOFFMAN TAX PLAN SHELVED IN JERSEY." New York 

Times (1923-Current File), Mar 05, 1935. 
24 Special to THE NEW,YORK TIMES. "NEW TAX PROPOSAL OFFERED IN JERSEY." New York 

Times (1923-Current File), Jan 25, 1935. 
25 By RICHARD D BURRITT Special Correspondence, THE NEW,YORK TIMES. "JERSEY SALES 

TAX CAUSES WIDE RIFT." New York Times (1923-Current File), Sep 01, 1935. 



Their group succeeded only in exempting milk and in delaying funding and guidelines to the 

State Tax Commissioner for a week before the tax was set to take effect on July 1.26  

New Jersey rejects the Tax 

 Right away, merchants and retailers formed anti-sales tax associations, politicians 

protested by refusing to pay or collect the tax, half-serious efforts were started to impeach 

Hoffman, and lawsuits were filed alleging the tax violated the Constitution. A hundred New 

Jersey merchants formed the Sales Tax Repeal Association of New Jersey, 200 businessmen of 

Gloucester County formed a similar organization, and a group of restaurants filed a petition for a 

restraining order on the enforcement of the law.27 

A state senator refused to pay for his meal in a restaurant, claiming that it was a service 

and not a sale. In August, in one of the most egregious violations, Assemblyman Theron 

McCampbell sold over 90,000 pounds of potatoes, at a significant discount, to customers and 

refused to collect the sales tax, despite the possible fines and jail time.28  Police stood nearby, but 

only to maintain order within the crowd that gathered. Meanwhile, the suits alleging 

unconstitutionality were mostly dismissed or dropped as many other states had the sales tax. 

The actions of many consumers was much more difficult to bear. In the first few weeks 

some Jersey residents near the borders were taking their business out of the state, and mostly out 

of spite rather than to save any money. Residents near Pennsylvania could travel a bit to avoid 

                                                           
26 Special to THE NEW,YORK TIMES. "JERSEY SALES TAX BECOMES A LAW." New York Times 

(1923-Current File), Jun 12, 1935. 
27 Special to THE NEW,YORK TIMES. "JERSEY IN REVOLT OVER ITS SALES TAX." New York 

Times (1923-Current File), Jul 03, 1935. 
28 Special to THE NEW,YORK TIMES. "JERSEY SALES TAX AGAIN IS FLOUTED." New York 

Times (1923-Current File), Aug 11, 1935. 



paying any tax, and residents near New York could cross over, order some things for delivery 

and avoid paying the sales tax in either New Jersey or New York.29  

Despite the unpopularity of the tax bill and the well-publicized opposition to it, the sales 

tax was bringing in a sizeable amount of revenue. The sales tax for the month of July brought in 

$2 million in revenue, more than expected, as well as around $120,000 in retail license fees.30 

This set the state on track to both fund relief as well as reduce the real estate tax.  

However, by this point the repeal and modification of the sales tax appeared to be 

unavoidable. The bill and its passing had lost Hoffman the support of many of his own party, and 

many of the Democrats who had voted for the tax had returned to their previous anti-tax 

positions. The statewide unpopularity of the tax and the upcoming state elections a month away 

in November might have also served as motivation. The Repeal Act was passed in the Assembly 

50-3 and was passed unanimously in the state Senate, although some members were absent for 

the vote. Hoffman signed the Repeal Act for the Sales Tax on October 26, 1935 with much 

dismay, afterwards handing the pen to Clee. Hoffman stated “The claims of its injurious effects 

upon business interests of New Jersey have been wildly exaggerated”.31 The sales tax only lasted 

a little under 4 months.  

 

 

                                                           
29 Special to THE NEW,YORK TIMES. "JERSEY SALES TAX DRIVING OUT TRADE." New York 

Times (1923-Current File), Jul 14, 1935. 
30 Special to THE NEW,YORK TIMES. "JERSEY SALES TAX YIELDS $1,872,675." New York Times 

(1923-Current File), Sep 07, 1935. 
31 Special to THE NEW,YORK TIMES. "SALES TAX REPEAL PASSED IN JERSEY; EFFECTIVE 

AT ONCE." New York Times (1923-Current File), Oct 26, 1935. 



Impact of the Sales Tax 

The sales tax brought New Jersey $7,085,732.75 in revenue for the short time it was in 

place. That amount was good for 0.5% of New Jersey’s total revenue for the fiscal year.32 A few 

months later, Hoffman attempted to introduce a luxury tax on goods such as cigarettes, soft 

drinks, cosmetics, photo films, and playing cards but was unsuccessful in doing so.  The sales tax 

repeal associations that had formed were still active and opposed these new taxes, and the 

political parties were still freshly aware of the sales tax fiasco. No luxury tax was passed. 

Hoffman also failed to pass his income tax: despite support from teachers and the school districts 

for the income tax, he had lost the support of his party. The party conventions of 1936 saw two 

tax-averse parties, with the Democrats sticking to their anti-tax platform and the Republicans 

now under a “new taxes only if necessary” platform.33  

The Republicans were severely split, between Hoffman and his supporters and the 

“economy” faction of Clee. Hoffman lost his party’s confidence to the extent that Republicans 

no longer supported him for re-election. The Republican party now backed Clee, his nemesis in 

the sales tax fight, for the 1938 governorship. Clee ran against former governor A. Harry Moore 

(D) and lost.  

 

 

 

                                                           
32 Annual Report of the Comptroller of the Treasury for the Fiscal Year Ended June 30, 1936 
33 Special to THE NEW,YORK TIMES. "REPUBLICANS DROP HOFFMAN TAX PLAN." New York 

Times (1923-Current File), Jun 03, 1936.  



New Jersey Property Tax 

New Jersey’s state and local governments depended heavily on revenue from the general 

property tax, which taxed real estate and personal tangible and intangible property. Without an 

income tax, a short-lived sales tax, low taxes on manufacturing and corporations, and without an 

alcohol tax until 1935, New Jersey faced a crisis when property owners, including the railroads, 

all over the state became delinquent on paying their taxes.  

The vital property tax 

The property tax was the primary tax revenue source for the local governments of New 

Jersey. A 1936 report conducted after the Princeton Local Government Survey showed that the 

property tax provided 89 percent of all local tax revenues and 75 percent of all state and local tax 

revenues. 34 In 1935, state tax revenues were about one-third that of local tax revenues. This was 

at a time when the alcohol and beverage tax was already in effect. The state and local 

governments also collected a sizeable amount of revenue from sources such as licenses, fees, and 

bond sales but the property tax was the primary tax in place. The reporting and assessment of 

personal property was also incomplete, so that the majority of the property tax, estimated by the 

Princeton report to be a full 90 percent, came from taxes on real estate.  

The new and amended laws 

At the onset of the depression the laws concerning the assessment and collection of taxes 

were amended to punish delinquent property owners, mostly real estate, as well as provide 

                                                           
34 The Princeton Local Government Survey, led by Princeton President Harold W. Dodds, was a privately 

funded survey group composed of Princeton faculty that made recommendations for improvements of 

local government in the state. In addition to their research and consultative duties, the group also made 

policy recommendations. (p. 67 The WPA guide to 1930's New Jersey.) 



incentives to those who paid their property taxes on time or early. In 1929, new amendments to 

“An act for the assessment and collection of taxes” added schools, colleges, libraries, asylums to 

the list of properties exempt from paying taxes; made it required to record the names of 

delinquent tax payers after the sale of their property, and made it lawful to foreclose properties 

for the purposes of relief. The state also passed an act to levy a tax on real and personal property 

already taxed by municipalities for the purposes of funding State charitable, hospital, relief, 

training, correctional, reformatory and penal institutions.  

In 1930 a tax deduction was added for cows slaughtered to halt the spread of infectious 

diseases. The state also called for an examination of the delinquent list, and took away the 

firemen’s exemption. The year 1931 saw the creation of the State Tax Department and more 

flexibility was given to cities to help them collect property taxes, with amendments allowing 

municipalities to set up payment plans for delinquent payers, grant discounts of up to 6% for the 

prepayment of taxes, and charge up to 8% for the late payment of taxes.  

In 1932, amendments were still geared towards giving local governments more tools to 

discourage delinquency and encourage early payment of taxes. Municipalities were allowed to 

issue tax bonds and notes that would be able to be accepted as alternate payment for taxes. Local 

governments were authorized to hold tax sales of the property of delinquent owners in lieu of 

punishment and could also now provide time-dependent discounts to early tax payments. During 

the same year, the state government also standardized assessment of the value of property to be 

that of a “bona fide” sale of the first of October the next year.  

 



Table 5: New Jersey Revenue from the General Property Tax 1930-194035 

1930 $39,160,430 

1931 $38,109,540 

1937 $29,775,795 

1938 $25,776,000 

1939 $11,328,000 

1940 $27,642,000 

Source: Financial Statistics of States. General Property tax revenues in the late 

1930’s were unable to bounce back to the levels of the early 1930’s.  

 

By 1933 the delinquency problem was drastically affecting the treasuries of local 

governments. The delinquency rate had steadily risen, from 30 percent in 1931, to 36 percent in 

1932, and reached 40 percent at the end of 1933.36 By August over a third of property owners in 

the majority of districts were delinquent on their taxes, sometimes owing up to 5 years in taxes.37 

The Legislature’s joint committee on taxation found that only 65% of the levy for 1932 had been 

collected, and that total outstanding taxes amounted to a full year’s worth of taxes. This came at 

a time when the debt of municipalities hovered above $1 billion. Even worse, the punitive nature 

of the tax delinquency laws led to many homeowners being forced out because they could not 

pay their property taxes. For New Jersey’s enforcement efforts, property tax revenues continued 

to decline over the 1930’s (Table 5). 

In 1934 the state attempted to standardize the assessment of property using a county 

equalization table, a device that prompted many appeals for reassessments by the State for better 

rates. The high delinquency rate of the property tax, with many municipalities barely collecting 

                                                           
35 From Financial Statistics of States for relevant years (1940, page 45; . Federal statistics were not 

recorded for years 1932 – 1936. Figures are in nominal values.  
36 Special to THE NEW,YORK TIMES. "TAX DELINQUENCY IN JERSEY RISES." New York Times 

(1923-Current File), Jun 05, 1934. 
37 Special to THE NEW,YORK TIMES. "TAX CRISIS SEEN IN JERSEY CITIES." New York Times 

(1923-Current File), Aug 15, 1933. 



from over half its property owners and the pressure of the tax on real estate and home owners led 

many, including soon to be Governor Hoffman, to push for new kinds of taxes on income and 

sales.38 While these proved to be reliable sources of revenue for other states (Table 6), Hoffman 

failed to provide either a sales tax or an income tax and the pressure on property continued 

through the 1930’s.  

Table 6: Percent distribution of revenues, by major sources, United States 1915-193939 

Year Total taxes Property Income Sales Grants 

1915 3.72% 2.34% 0.005% 0% 0.05% 

1919 5.02% 2.81% 0.05% 0% 0.11% 

1925 9.83% 3.98% 0.24% 0.78% 1.08% 

1930 14.59% 3.62% 0.63% 3.27% 0.99% 

1932 13.06% 3.44% 0.38% 3.35% 1.84% 

1937 24.2% 2.91% 1.91% 10.04% 4.56% 

1938 27.92% 2.69% 2.56% 10.64% 5.08% 

1939 27.86% 2.45% 2.2% 10.74% 5.26% 

Source: Financial Statistics of the States 1939. Like New Jersey, the rest of the country 

relied less on the property tax in the 1930’s after a peak in 1925. While other states began to 

pass income and sales taxes to replace the lost revenue, New Jersey repealed the latter and 

refused to consider the former.  

 

New Jersey continues land seizures 

The seizures of land from delinquent payers continued in the late 30’s. The state and local 

governments had difficulty distinguishing between delinquent payers who could not pay their 

taxes and the tax delinquents who had the means to pay but refused to. The makeup of those two 

groups are unknown, but it appears that there were certainly cases in which the state and local 

                                                           
38 Special to THE NEW,YORK TIMES. 1936. "REALTY MEN URGE JERSEY TAX SHIFT." New 

York Times (1923-Current File), Dec 13, 28. 
39 Financial Statistics of the States 1939, page 43. Note the increasing performance of the income tax, 

sales tax, and grants for revenue. Property tax peaks in percentage of revenues in 1925 and declines to 

2.45% in 1939. Sales taxes include gasoline taxes as well as the general sales tax, which New Jersey 

lacked for most of the time period. New Jersey would also fail to pass an income tax.  



governments seized the property of those who lacked the means to pay their taxes, due to 

mismanaged or unused land and the unproductivity of farm land. 40  

The later years of the 1930’s saw more punitive actions for delinquent tax payers, 

including arrest, and the legalization of the seizure of unused land to settle taxes due the city and 

state. Though the law claimed to only allow the seizure of land on which the owner did not 

actually live and occupy, many homeowners had been evicted from their homes on the basis of 

earlier laws. This new law came across as draconian, and in 1940 the State Budget 

Commissioner decried the state government as fascist for seizing their land, saying “The 

dictators just sign a decree taking lands they want. We follow the legal method of taking land 

away from the poor devil who can’t pay his taxes.” 41 The state also required townships to 

provide detailed maps of the property in their land for taxation purposes.  

New Burden on Railroads 

A major component of the property tax was the taxes on railroads and canals. The 

railroad industry objected early in the decade to the methods of assessments of their taxable 

responsibility and battled the state over how much was due, in the meantime refusing to pay the 

disputed amount. As a result, the state legislature passed many laws to try and rectify the 

situation, creating offices to consider the appeals of the railroad industry and committees to 

reexamine the assessment of their property. Still, by 1939 of the $82 million in taxes levied 

                                                           
40 By, LEE E. 1938. "New Jersey Studies Rural Tax Delinquency; State Purchase of Submarginal Land 

Urged." New York Times (1923-Current File), Mar 22, 39.  
41 By The, Associated Press. 1940. "Jersey Scored in Taking Tax-Delinquent Lands." New York Times 

(1923-Current File), Nov 29, 37.  



against the railroads since 1932, only $48 million had been paid, leading to calls for a settlement 

with the railroads that many in Jersey viewed had never been given to real estate owners. 42  

 

New Jersey Railroads and Tax Disputes 

Railroads played a major role in the development of New Jersey’s industry and economy, 

with New Jersey holding more railroad track per square mile than any other state.43 When the 

Great Depression hit, lawmakers sought to increase taxes and tariffs on railroads to help raise 

revenues. Railroads responded by suing the state government and withholding taxes on the basis 

that the new method of valuation was unfair. The resulting conflict lasted for the entire 1930’s 

and involved federal courts and the media.  

Increased competition  

By the 1930’s railroads were already facing increased competition from cars and trucks 

in both passenger and freight operations. The new options greatly affected the railroads: revenues 

for passenger fares had decreased over 40 percent from1920 to 1930.44 New Jersey especially 

benefited from the proximity of New York and Philadelphia, transporting goods between the two 

major hubs as well as the exports and imports of the ports of New York. Freight shipments were 

                                                           
42 Special to THE NEW,YORK TIMES. 1939. "DELINQUENT TAX CUT URGED IN JERSEY BILL." 

New York Times (1923-Current File), Apr 20, 15. 
43 WPA Guide to 1930’s New Jersey, page 102 
44 Decreased by 43 percent, per testimony by Agnew T. Dice, president of trucking company called the 

Reading Company, to the Atlantic States Shippers’ Advisory Board. ("SEES AUTO GROWING AS 

RAILROADS' RIVAL." New York Times (1923-Current File), Oct 04, 1931. 43) 



typically coal, merchandise, raw materials, and perishable goods. Save for perishable goods,45 at 

the time railroads were still the primary choice for most types of freight. 

New Systems of Taxation 

 On April 27, 1931 the state legislature amended the tax on railroads to be assessed in a 

method that valued its property based on the main “stem” of the railway, its branching stems, and 

the value of the railroad’s real estate.46 The new method of taxation raised the railroads’ tax 

burden from around $6 million a year to three to four times that.47 Railroads immediately 

protested the change, arguing that the new valuation was unfairly high. A petition filed for the 

railroads to reduce the taxes was denied in 1932. The railroads contended that the method of 

valuation “systematically and intentionally assessed [railroad property at a] higher ratio to true 

value than other property general in the state48”. Railroads also notified the state that it was 

possible the new taxes would not be paid.  

 Railroads ended up making good on their threats of not paying all their taxes. Table 7 

shows the dramatic increase in taxes on railroads after 1931 and the large sums left unpaid by 

railroads. Despite the millions left unpaid by the railroads, the state still regularly collected 

nearly double the railroad tax revenue pre-1931. By 1934, the assessments had been upheld in 

the State Tax Board and the State Supreme Court, though additional appeals remained in the 

                                                           
45 Dice also noted that while trucks were transporting a larger share of perishable goods than railroads 

were, the majority of freight was carried by railroads.  
46 Chapter 227 of the Laws of 1931. Acts of the One Hundred and Fifty-Fifth Legislature of the State of 

New Jersey and Eighty-Seventh Under the New Constitution. 7.      
47 According to testimony by engineer Louie Focht of the State Board of Taxes and Assessment, railroads 

pay approximately $6 million a year. ("SAYS JERSEY BUSES CUT RAIL EARNINGS." New York 

Times (1923-Current File), Oct 01, 7.)  

The New Jersey Comptroller’s Report of 1931, Exhibit F, Statement of Receipts and Disbursements listed 

the collected local tax on railroads to be $8,244,170 
48 "RAILROADS LOSE PLEA FOR JERSEY TAX CUTS." New York Times (1923-Current File), Nov 

17, 1932.  



federal courts.49 The Pennsylvania railroad was the only railroad to pay in full. The Pennsylvania 

railroad was known as the premier railroad and had electrified portions of its track earlier, an investment 

that paid off later.50 Almost all of the railroad tax went to the school fund, with some revenue also 

going to the Teachers’ Pension and Annuity Fund and the General State Fund.  

Table 7: New Jersey Railroad Paid and Unpaid taxes 1930-1940 

Railroad Corporation Taxes  
1930 $5,800,000.00 

1931 $5,984,314.34 

 

First Class Railroad Taxes 

 Paid Unpaid Main Stem Railroad Taxes51 

1932 $11,974,173.70 $1,996,567.26 

1933 $11,936,737.10 $3,308,628.22 

1934 $10,859,191.03 $2,587,350.61 

1935 $10,453,451.40 $2,420,849.93 

1936 $10,259,826.43 $2,549,625.34 

1937 $12,880,135.82 $2,633,547.11 

1938 $10,512,300.89 $2,696,559.88 

1939 $11,073,492.81 n/a 

1940 $9,766,687.48 n/a 

Source: Annual Reports of the Comptroller of the Treasury. Railroad taxes were increased 

after 1931 in an attempt to raise tax revenue, but railroads contested the state’s manner of 

assessment and refused to pay the full taxes while the matter was settled in court.  

 

 

 

                                                           
49 Specifically, 11 railroads appealed the assessment, including the Pennsylvania railroad. All 11 were 

said to be “main stem” railroads. ("RAILROADS RESUME TAX FIGHT IN JERSEY." New York Times 

(1923-Current File), Sep 21, 1934.)  
50 ("Railroads in New Jersey Pay $11,885,393 Taxes." New York Times (1923-Current File), Dec 02, 

1934.) 
51 Does not include unpaid taxes for non-main stem railroads. Individual year breakdown not available for 

years 1939 or 1940. New Jersey railroads were also assessed $15,993.15 in unpaid taxes for 1917-1931. 

Annual Reports of the Comptroller of the Treasury Year 1938 



New Jersey Responds 

 The state responded in a few ways. First, in 1934 the state appropriated $53,000 to review 

and examine the method of assessment.52 In 1935 the state tried to seize the railroad’s property 

and settle the due taxes via tax sales, as had been done for personal property of other delinquent 

taxpayers. Their efforts were blocked by the federal courts in which the railroads had filed their 

appeals, leaving both the state and the railroads to accuse each other of a “hijacking”. 53 That 

same year, the railroads again withheld nearly $12 million. The only railroad paying in full was 

the Pennsylvania.54 The state also considered plans to buy some railways in south Jersey for the 

purposes of modernizing those lines and making some profit off of their operation, but did not 

act to do so.55 Governor Hoffman, his clout mostly diminished by now, could only urge the state 

legislature to rectify the situation and collect the due taxes.  

 While the state was attempting to collect the taxes from the railroads, many members of 

the state assembly were taking the embarrassing action of voting to give themselves railroad 

passes for free travel. Only select state officials were supposed to hold these railroad passes, but 

the assembly would often grant these passes to friends and associates.56 In 1936, the assembly 

                                                           
52 Chapter 265 of the Laws of 1934. Acts of the One Hundred and Fifty-Eight Legislature of the State of 

New Jersey and Ninetieth Under the New Constitution. 734. 
53 Both the Attorney General for the state of New Jersey and the counsel for the railroads claimed as such. 

(Special to THE NEW,YORK TIMES. "FEDERAL COURT AIDS RAILROADS IN JERSEY." New 

York Times (1923-Current File), Jul 06, 1935.) 
54 Only $11,437,225 were paid of the $19,256,000 tax owed. The total taxes delinquent for the past years 

now totaled over $30 million. ("Railroads in New Jersey again Retain Part of Tax." New York Times 

(1923-Current File), Dec 01, 1935.)  
55 The plan was suggested to them by the South Jersey Transit Authority. Special to THE NEW,YORK 

TIMES. "NEW JERSEY URGED TO BUY RAILROADS." New York Times (1923-Current File), Dec 

27, 1935. 
56 Many undeserved passes were held by individuals designated as ‘committee clerks’, though they held 

no such position. By 1936 it had been known for years that over a 1,000 such passes had been issued. 

(Special to THE NEW,YORK TIMES. "Jersey Assemblymen Take 6 Passes each on Railroads Owing 

$24,000,000 Taxes." New York Times (1923-Current File), Jan 23, 1936.)   



voted to give themselves all passes in addition to 6 passes they could hand out at their discretion, 

a move that prompted the railroads to point out that the high number of passes in circulation 

were costing them thousands in revenue.57 

Courts Rule Taxes Are Legal 

 In December 1936, the federal court ruled that the taxes for the years 1932 and 1933 were 

legal and would have to be paid by the railroads. The taxes for 1933 were ruled on a technicality: 

the railroads had brought it to the federal court, rather than the state, but the taxes of 1932 were 

judged on merit.58 Judge Forman of the U.S. District Court ruled that the railroad’s arguments of 

discrimination did not hold, but urged New Jersey to revise their methods of assessment not only 

for railroads but also for ordinary households, of whom many had lost their properties to the 

state.  

Rulings for the following years, however, would take longer. The state ended up 

appropriating $60,000 for the Attorney General’s office solely for the railroad litigation.59 

Testimony from the railroads made clear that the rate of taxation in New Jersey was 

unreasonably high, relative to other modes of transportation and other states. Passenger lines for 

many railways were simply unprofitable60 and left railroads with nothing with which pay taxes. 

                                                           
57 Edwin Scovel, chairman of the House Committee on Transportation, responded that the railroads were 

exaggerating the number of passes to be added and that many of the proposed individuals to be added 

already held passes. (Special to THE NEW,YORK TIMES. "RAILROADS IRKED BY JERSEY 

PASSES." New York Times (1923-Current File), May 28, 1936.) 
58 Judge Forman noted that the method of valuation had been used for 50 years, and in that time over 100 

lawsuits had been brought by railroads, and said such a method was “archaic”. At the time of his decision 

it was expected for the case to go on to the Supreme Court. (Special to THE NEW,YORK TIMES. 

"RAILROADS LOSE JERSEY TAX FIGHT." New York Times (1923-Current File), Dec 16, 1936.) 
59 Chapter 191 of the Laws of 1937. Acts of the One Hundred and Sixty-First Legislature of the State of 

New Jersey and Ninety-Third Under the New Constitution. 836. 
60 According to testimony by the controller of the Jersey Central railroad F. M. Snyder. In addition, 

Snyder claimed that freight revenue had decreased as shipments in anthracite coal, petroleum, and cement 



In addition, commercial vehicles such as buses and trucks did not face property taxes.61 Rates of 

taxation for New Jersey per mile were also drastically higher than that of other states, reaching 

$60,000 compared to $4,000 in New York and an average of $1000 across the US and Canada.62 

In 1939, Judge Forman ruled in favor of the state for the taxes of 1934, 1935, and 1936, but 

declared that the valuation would have to be performed again.63 In the following years, the 

railroads attempted to settle the taxes owed at a percentage hovering around 70%, because they 

were unable to pay the full amount while remaining solvent,64 and they were desperate to avoid 

tax seizures until seizures were prohibited by Judge Forman. By this point, the only railroad that 

had managed to pay all the taxes due for the past 8 years was the Pennsylvania. The settlement 

deals faced opposition from Frank Hague and the Democrats who from 1940 to 1942 clashed 

with newly elected Governor Edison over the rail taxes. 65  The taxes were not settled until 1942, 

when Governor Edison signed a bill adding $6 million to a previous $15 million in concessions 

to the railroads,66 sending $10 million to the railroads in overpaid taxes.  

                                                           
had decreased. (Special to THE NEW,YORK TIMES. "JERSEY CENTRAL ADDS PLEA IN RAIL 

TAX SUIT." New York Times (1923-Current File), Jun 08, 1937.) 
61 While buses were exempt from property taxes, they paid excise taxes.  
62 From testimony by Bassett, transportation engineer of New York Central. (Special to THE 

NEW,YORK TIMES. "SAYS JERSEY TAXED LINE $60,988 A MILE." New York Times (1923-

Current File), May 21, 1937.) 
63 Judge Forman insisted that “no more than a nominal amount can be assessed where there are no 

earnings”. (Special to THE NEW,YORK TIMES. "WRIT HALTS JERSEY IN RAIL-TAX CASE." New 

York Times (1923-Current File), Nov 03, 1939.) 
64 R. W. Barrett, vice-president of the Lehigh Valley Railroad, said to a special legislative committee that 

“This is the last dollar we can pay and remain solvent”. ("Railroads in Jersey make 'Final Bid' of 

$12,206,000 to Settle Overdue Taxes." New York Times (1923-Current File), Feb 02, 1939.) 
65 Special to THE NEW,YORK TIMES. "Hague Threatens to 'Haunt' the Railroads and Republicans for 

Seeking to Cut Taxes." New York Times (1923-Current File), Nov 06, 1939. 
66 After the signing, Frank Hague ordered the Attorney General to delay the refunding of the back taxes. 

(Special to THE NEW,YORK TIMES. "NEW RAIL TAX BILL IS SIGNED BY EDISON." New York 

Times (1923-Current File), May 22, 1942.) 



A 1940 study by Princeton professor Harvey Lutz concluded that the taxes were unfair, 

requiring railroads to pay $112 for every $100 of gross revenue. Lutz also downplayed the effect 

the missing taxes had on the schools, claiming that amount was small relative to the size of the 

fund and that school activities had not been affected by the missing millions.67  

  

Frank Hague and Relief in New Jersey 

Frank Hague, mayor of Jersey City, was the most dominant political figure of New Jersey 

during the Great Depression. He was responsible for six gubernatorial victories,68 many state 

policies, and by the 1932 presidential election had placed himself in Roosevelt’s corner. In 

return, Roosevelt made available to Hague the control of the funds and jobs of the Works 

Progress Administration of New Jersey.69 

 

Hague aligns with Roosevelt 

Frank Hague came to control the Democratic Party of New Jersey through the well-

organized political machine of Jersey City, capable of churning out high voter turnouts for 

important state elections. Hague had transformed the Democratic party of Hudson County into a 

system in which every voter in each district and ward was listed, and their names checked off 

after each time they voted. Vehicles were dispatched to the old and ill to ferry them to the polls 

                                                           
67 "REFORM IS URGED IN RAIL TAXATION." New York Times (1923-Current File), Mar 04, 1940. 
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Frank Hague and his control over Hudson County was responsible for the victories of Edward Irving 

Edwards (1920-1923), George Silzer (1923-1926), A. Harry Moore (1926-1929, 1932-1935, 1938-1941), 

and Charles Edison (1941-1944). 
69 Hague also took a prominent role in the other major conflicts of the decade: the sales and income tax, 

the railroad fight, and the opposition of the Clean Government Group.  



and back. Hague was also suspected of using the votes of the dead or those long gone from the 

state.70 

Hague’s intermittent control of the governorship gave him control over the coveted 

positions and jobs in the state’s boards, commissions, and judgeships. Once elective positions, 

many of these were now appointive by the governor. Through the governor, Hague mostly 

appointed Democrats to these positions, but would also often trade job appointments for other 

favors and vice-versa.71 

Hague’s machine was also well-funded by shady real-estate deals, illegal horse-betting, 

and dealings on the stock exchange. More directly, Hague financed his machine by requiring 

every government employee in Hudson County to contribute 3% of his salary, a third or a half of 

every raise for the first year, and half of the salary one earned on a state board or committee, all 

to city hall. In 1932, Hague also called for city employees to contribute 1% of their salary for a 

quarter to be paid to the Emergency Unemployment Relief Fund.72  

During the 1932 Democratic convention, Hague completely backed Al Smith against 

Roosevelt. When he found himself on the losing side, Hague promised Roosevelt to throw him a 

rally in Jersey City if the president would open his campaign there. Roosevelt and his campaign 

manager Jim Farley accepted, and were greeted by a rally of more than one hundred thousand 

supporters gathered by Hague. Hague had won Roosevelt over, and with it Harry Hopkins 

appointed Hague’s chosen man, William Ely, as the director of the WPA in New Jersey. Hague 

gained direct control of 97,000 jobs. 

                                                           
70 Thomas Fleming, New Jersey States and the Nation, 1977 p.179. Hagueites took advantage of the 

state’s permanent registration law and on local election bureaus that failed to update their registries for the 

deceased and those who moved away.   
71 Fleming, p. 186. Hoffman gave Hague access to hundreds of patronage jobs for 20 Democrat votes in 

support of passing the sales tax bill in 1935. 
72 “Hague to Tax Job Holders” 1931. New York Times.  



A. Harry Moore’s and Roosevelt’s Differing philosophies 

Arthur Harry Moore, Hague’s man since before he was mayor of Jersey City, was tapped 

to become governor in 1926. Moore carried only three counties, but Hague’s Hudson County 

gave him enough votes to win the state. Governor Moore disliked government spending, opting 

for a gasoline tax and a bond program rather than a tax bill to fund the state’s new highway 

system. During his second term from 1932 to 1935, Moore gained control of discretionary 

spending and continued to reduce spending in the belief that local governments and private 

industry would recover by themselves. State appropriations were reduced from $35 million in 

1931 to $28 million in 1932, $20 million in 1933, and $21 million in 1934. Governor Moore 

diverted money from the highway fund to relief and municipal governments.  

At the same time and contrary to his beliefs, Moore lobbied for public works projects and 

federal funds from Roosevelt. At Hague’s direction, Moore ran for a seat in the Senate and won 

the opportunity to send more funds to New Jersey, though he disagreed with many of 

Roosevelt’s policies. Moore was the only Democrat to vote against the Social Security Act in 

1935, and he was unhappy in the Senate.73 

 

Hague’s handling of the WPA 

 Whereas before Hague needed the governorship to have access to jobs, the WPA now 

gave him a legal means with which to dispense jobs and favors to his supporters. Hague 

incorporated the jobs and funds of the WPA into his machine, often in borderline illegal ways. 

Hague’s management was widely criticized by the men and women he employed (or didn’t), 

with “stacks of testimony and sworn affidavits” detailing how Hague forced employees to pay 
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3% of their salaries to him and to vote for his candidates in order to keep their jobs. Harry 

Hopkins simply ignored them.74 

Frank Hague used WPA funds for two major projects in Jersey City: the Medical Center, 

which included as its first building the Margaret Hague Maternity Hospital (named after his 

mother), and Roosevelt Stadium. Roosevelt Stadium had been built using a WPA grant of 

$800,000 and a contribution from the city of $400,000,75 but WPA funds earmarked for labor 

were also illegally used for seats and plumbing.76 

 An investigation into relief administration in New Jersey found that the WPA had been 

helpful in providing relief, but not nearly as helpful as it should have been. Its 1940 report 

criticized the fact that even in its first month, September of 1935, the WPA employed 8,000 but 

the relief load was reduced by only 2,500.77 The investigation concluded that many on the 

WPA’s payroll were not on relief to begin with, and because the payrolls were kept secret it was 

impossible to know how many were on relief or how many would have been on relief without 

employment by the WPA. Notices of assignment were reported, but so tardily (usually two to six 

weeks after, and up to 6 months after) that the information was never current.  

 The investigation also reported that many on the WPA payroll had in fact refused private 

employment to instead wait until a WPA project came around. The investigation concludes that 

were the funds of the WPA granted directly to the state in the form of a grant and then 

                                                           
74 Fleming, New Jersey 1977 p. 184.  
75 "HAGUE HAILS NEW DEAL AS HE STARTS STADIUM." 1935.New York Times 
76 Fleming, New Jersey p. 184 
77 Report of Investigation of Relief Administration in New Jersey, Conducted under direction of Joint 

Legislative Emergency Relief Committee 1940 p.24. The trend continues: in October 15,000 were 

employed and the relief load dropped 7,800, in November 52,000 were employed and the relief load 

dropped 14,000, and in December 91,000 were employed and the relief load dropped 31,000.  



administered by the state rather than by federal to municipal partnerships the program would be 

much more effective in reducing the relief load.  

Hague’s influence wanes 

 Harry Moore was elected governor for his third and last term in 1938, against Hague’s 

rivals from the Clean Government Group under allegations that Hague committed voter fraud. 

Moore again sought to finance direct relief costs by diverting road funds and bring work relief 

through federal and state funded highway and water facility construction projects. As a way to 

offset the lost revenue from the railroads, Moore and Hague pushed to legalize horse betting and 

it was approved in 1939. In an apparent reconciliation, William Ely, formerly the director of the 

New Jersey WPA,78 ran for U.S. Senator with the backing of both Hague and Roosevelt. He was 

defeated in 1938. Democrat Charles Edison, former Secretary of the Navy and son of Thomas 

Edison, was recommended by Roosevelt to Hague for the governorship.79  

 
Source: Result of the General Election Held November 5th, 1940 Compiled from Records held in the 

Department of State. Jersey City, in Hudson County, was the base of Hague’s operations. 
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 Charles Edison would not have won the 1940 election if not for Hague’s support80, 

though Edison made clear from the start he would oppose the political machines. Hague also 

supported former Governor Hoffman in the Republican primary, but was defeated by the Clean 

Government Group’s candidate. Edison first attempted to remove Hague’s appointees from 

power, and then forgave $81 million of the railroad’s back-taxes, much of which was owed to 

Jersey City. As the two replaced, arrested, and removed each other’s supporters, Roosevelt stood 

apart. Eventually Hague’s appointees’ terms ran up, and Hague lost his power in Trenton.  

 

Regression Analysis 

 I examine the factors that influence the tax revenue of states during this time period using 

an ordinary least squares regression analysis. I use a panel dataset supplied by Professor Price 

Fishback with information on 15 states over the years 1930 to 1940. The variable of interest is 

per capita tax revenue, modeled as a function of per capita federal spending, per capita income, 

automobile registrations, months of severe or extreme drought per year, a dummy variable for 

Democrat governor and Democrat control over 50% of both houses, revenue from 16 farm crops, 

and federal farm loans. All dollar figures are in 1967 dollars.  

Model: 

𝑃𝐶𝑇𝑎𝑥𝑅𝑒𝑣 =  𝛽0 + 𝛽1 ∗ 𝑃𝐶𝐹𝑒𝑑𝑆𝑝𝑒𝑛𝑑 + 𝛽2 ∗ 𝑃𝐶𝐼𝑛𝑐𝑜𝑚𝑒 + 𝛽3 ∗ 𝑃𝐶𝑎𝑢𝑡𝑜𝑅𝑒𝑔𝑖 +  𝛽4

∗ 𝑆𝑣𝐸𝑥𝐷𝑟𝑜𝑢𝑔ℎ𝑡 +  𝛽4 ∗ 𝐷𝑒𝑚𝐺𝑜𝑣𝐻𝑜𝑢𝑠𝑒𝑠 + 𝛽5 ∗ 𝑃𝐶𝑅𝑒𝑣16𝐶𝑟𝑜𝑝𝑠 + 𝛽6

∗ 𝑃𝐶𝐹𝑒𝑑𝐹𝑎𝑟𝑚𝐿𝑜𝑎𝑛𝑠 +  𝜀 

Error term 𝜀 under the normal assumptions.  

                                                           
80 Stellhorn and Birkner,The Governors of New Jersey 1664 – 1974 (1982), p.211. Hague’s Hudson 

County carried the vote for Edison.  



The coefficient of per capita federal spending (PCFedSpend) was expected to have a 

positive sign. As the federal government spends more in the state, I expect there to be an increase 

in jobs and for per capita income to increase. Individuals and their households would then be 

able to afford to purchase goods and services, and participate in other taxable activities.  

 
Source: Obtained from panel data recorded and organized by Professor Price Fishback. Per capita federal 

grants spiked in 1935 and 1936, and more so for New York and Pennsylvania than for New Jersey.  

 

 

Per capita income (PCIncome) was expected to have a positive coefficient. Though New 

Jersey failed to pass an income tax, some other states had done so around this time. As incomes 

rose, individuals would be to engage more in spending, investing, and other taxable activities. 

Drops in per capita income would hinder their abilities to do so.  
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Source: Obtained from panel data recorded and organized by Professor Price Fishback. New York per 

capita income was higher than New Jersey per capita income, and New Jersey per capita income was 

higher than Pennsylvania per capita income.  

 

 

I expected the sign of the coefficient of per capita auto registrations (PCAutoRegi) to be 

positive. States collected automobile registration and license fees, and fuel and gas taxes. They 

also gained the ability to travel further for jobs or for recreation. New Jersey also had slightly 

higher per capita auto registrations than New York or Pennsylvania (Figure 4).  

 
Source: obtained from panel data recorded and organized by Professor Price Fishback. New Jersey had 

the highest per capita auto registrations of the Mid-Atlantic states for 1930-1940.  
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Months of severe or extreme drought (SvExDrought) was expected to have a negative 

coefficient. Dwindling water supplies could lead to rationing that limited agricultural and 

recreational activities. Hydropower stations that relied on water could also be limited or shut 

down, leaving the state unable to collect those specific taxes. 

 
Source: obtained from panel data recorded and organized by Professor Price Fishback. New 

Jersey suffered through some months of drought in 1931, 1932, 1939, and 1940 whereas New 

York and Pennsylvania had many more years with drought and longer periods of drought.  

 

 

 

DemGovHouses was a dummy variable (takes value of 1) for years in which a state had a 

Democrat governor and over 50% Democrats in both houses. I expected this to have a positive 

coefficient, as political unity would allow for easier passage of emergency laws and measures. 

Democrat control of states might also benefit from close relations with the federal administrators. 

New Jersey never had a period of Democrat control, due to the lasting Republican presence in 

the lower house.  
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Source: obtained from panel data recorded and organized by Professor Price Fishback. New 

Jersey had no periods of total Democrat control of the state government, while Pennsylvania and 

New York each had lengthy periods. 
 

 

I expected the sign of the coefficient of per capita revenue from 16 farm crops 

(PCRev16Crops) to be positive, as more revenue implies more units sold or units sold at higher 

prices, which are both seemingly good things for the agriculture sector. This captures any 

additional benefits from farm revenue not already accounted for by per capita income.  

 
Source: obtained from panel data recorded and organized by Professor Price Fishback. Of the 

Mid-Atlantic states, New Jersey had the lowest per capita revenue from the 16 farm crops.  
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Federal farm loans (FedFarmLoans) is a variable that accounts for an additional effect 

beyond the federal spending already included. I expected this coefficient to be positive, as more 

loans could allow for more projects and economic activity to take place within the state.  

 
Source: obtained from panel data recorded and organized by Professor Price Fishback. New 

Jersey and Pennsylvania had very similar per capita federal farm loans through 1930-1940.  

 

 The states on which data was available for the regression to be run were: Ohio, Colorado, 

Connecticut, Louisiana, Michigan, Minnesota, Nebraska, New Hampshire, New Mexico, 

Oklahoma, Pennsylvania, Rhode Island, Utah, Virginia, and Washington (15 in total). Two 

regressions were run, one using Ordinary Least Squares and one using OLS with two way fixed 

effects for year and state to control for variation stemming from time and geography.  
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Results 

OLS Regression Without Fixed Effects With 2-Way Fixed Effects (State, Year)  

Variable Estimate P-value Estimate P-value 

Intercept 1.253  N/A  

Per capita federal grants 

(1967$) 

0.280 0.0024*** 0.410 0.034** 

Per capita income 

(1967$) 

-0.00778 0.661 -0.0206 0.730 

Per capita auto 

registrations  

312.25 0.016* 786.70 0.128 

Months of severe or 

extreme drought 

-1.80 0.189 -3.06 0.023** 

Democrat Governor and 

over 50% of both houses  

-5.342 0.563 0.280 0.978 

Per capita revenue from 

16 farm crops (1967$) 

-0.121 0.221 -0.358 0.064* 

Per capita federal farm 

loans (1967$) 

-0.0082 0.977 0.051 0.858 

* Significant at 10% level  

** Significant at 5% level 

*** Significant at 1% level  

 

Discussion  

I will first examine the OLS regression without fixed effects. The estimated coefficient of 

per capita is only -0.00778, which is not the sign we expected and very close to zero. The 

coefficient tells us that for each dollar increase in per capita income, we can expect per capita 

state tax revenue to drop by almost one cent. Conversely, each dollar drop in per capita income 

would raise per capita state tax revenue by a cent. This is somewhat unexpected, as some states 

had by now even implemented state income taxes. The p-value is 0.661, so I cannot reject the 

null hypothesis that this factor had no effect on per capita tax revenue for the states at any 

conventional levels of significance.  



There does not appear to be multicollinearity involving per capita income, as the highest 

correlation is with per capita auto registrations at 0.531. It is possible there is an omitted 

variables bias that is causing the effect of per capita income to be underestimated.  

  The estimated coefficient of per capita federal spending is 0.28, which implies that each 

additional dollar in per capita federal spending increases per capita state tax revenue by 28 cents. 

This is about what I would expect. As federal programs fund jobs and projects within the state, 

the state can collect taxes on the resulting activity. Per capita federal spending has a p-value of 

0.002, so at any conventional alpha level we can reject the null hypothesis that per capita federal 

spending has no effect on per capita state tax revenue.  

Per capita automobile registrations had an estimated coefficient of 312.25, which means 

that each registration brought the state an additional $312.25 increase in per capita state tax 

revenue. Given license fees and road taxes, the amount estimated is about what I expected. The 

p-value is 0.016, so at conventional levels of alpha above 0.1 we can reject the possibility that 

the coefficient is zero and that automobile registrations have no effect on per capita state tax 

revenue.   

The estimated coefficient of months or severe or extreme drought is -1.80, which implies 

that yearly per capita state tax revenue falls by $1.80 for each month of severe or extreme 

drought. This is about what I expected the coefficient to be. The p-value is 0.189, so I cannot 

reject the possibility that months of severe and extreme drought had no effect on per capita state 

tax revenue.  

The estimated coefficient of Democrats controlling both the governorship and at least 

50% of both houses is -5.342, which means that Democrats dominating the state government led 



to an over $5 drop in per capita state tax revenue. This could possibly be because Democrat 

control of the state government allows for an easy legislative process that might allow harmful 

policies to affect tax revenue. The p-value was 0.563, so I cannot reject the possibility that 

Democrat control of the state government had no effect on per capita state tax revenue.  

 Per capita “Revenue from 16 farm crops” had an estimated coefficient of -0.121, so each 

additional dollar in per capita revenue from 16 farm crops lowers the per capita state tax revenue 

by about 12 cents. As the government began paying money to farmers to stop planting crops, this 

figure may have dropped while income was still coming in. So it is possible that is why the 

variable’s effect is so close to 0. The p value is 0.221, so I cannot reject the possibility that this 

variable has no effect on per capita state tax revenue.  

 Per capita “Federal Farm loans” was estimated to have a coefficient of -0.0082, so each 

additional per capita dollar loaned reduced per capita state by almost a cent. Federal farm loans 

are already included in the regression in the variable “per capita federal spending” so there may 

be no additional effect from the farm loans apart from that. The p-value was very high, at 0.977, 

so I cannot reject the possibility that there was no additional effect from the per capita federal 

farm loans on per capita state tax revenue.  

Next, I ran the OLS regression with two-way fixed effects, for state and year, controlling 

for variation over time and between states. Per capita federal spending, months of severe or 

extreme drought, and per capita revenue from 16 farm crops are now the only variables 

significant at alphas of 10% or below.  The coefficient of per capita federal spending rose to 

0.410, with a p-value of 0.034. The coefficient of months of severe or extreme drought dropped 

to -3.06, with a p-value of 0.023. The coefficient of per capita revenue from 16 farm crops 



dropped to -0.358, with a p-value of 0.064. The estimated coefficient of per capita auto 

registrations more than doubled to 786.70, but with a higher p-value of 0.128.  

The coefficient of per capita income was estimated closer to zero, at -0.0206 with a p-

value of 0.730. Democrat control of the state government had an estimated coefficient of just 

0.280, with a p-value of 0.978. Per capita federal farm loans had a coefficient of 0.051, with a p 

value of 0.858. For these variables, I cannot reject the possibility that they have no effect on per 

capita state tax revenue.  

Conclusion 

New Jersey’s political environment during the Great Depression was one full of conflict 

in the form of protests, lawsuits and court battles, and among members of the same political 

party. The economic struggles of the early 1930’s changed many attitudes, and New Jersey 

pushed strongly for the legalization of alcohol and an overzealous new tax on railroads. Still, 

many were opposed to themselves paying taxes, as evident by the mass and varied opposition to 

the short-lived sales tax and income tax proposals. Throughout all the new developments, the 

arguments moved from broad and vague arguments of principle to discussions on specific issues, 

like methods of assessment and tax collection. The hand of Frank Hague was also present in 

numerous high profile political fights.  

At the end of the decade, New Jersey emerged with new systems of taxation and 

assessments even as some conflicts continued, notably that between the state and the railroads. 

Frank Hague’s influence would soon wane, and the state and the country would turn to new 

challenges in the following years.  
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