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State Fiscal Responsibility

2017 RECOMMENDATIONS STATUS

Join the 25 states that employ a system known as Combined Reporting.

Legalize and regulate the recreational use of marijuana.

Working with other states, encourage Congress to improve the states' ability to
raise revenues by taxing "remote" sales.

Curtail health care costs for retired public workers.

Adopt a balanced and multi-pronged approach that combines spending
reductions and revenue increases to address the gap created by years of
underfunding retirement benefits and to generate the additional resources
necessary for public investments that build a thriving economy for everyone.

Adjust the state's Gross Income Tax to increase yearly revenue by 10%.

Lessen the inequity and increase the revenue yield of state sales tax by expanding
the number of services included.

Exempt New Jerseyans officially designated as below the federal poverty line from
paying any state Gross Income Tax.

Increase the rate of the state's general sales tax to 8%. X

Provide long-overdue information on all companies receiving $100,000 or more

in subsidies. X
Replenish the state rainy day fund. X
Reverse state tax reductions approved when the state gas tax was increased to

replenish the Transportation Trust Fund. X
Review tax expenditures concurrently with state budget outlays. X

Achieved Partially Achieved X Not Achieved
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Ongoing State Fiscal Responsibility Priorities
from 2017

Review tax expenditures concurrently with state budget outlays.

Sometimes referred to as “back-door spending” because tax expenditures involve money
given out through exemptions written into law rather than through budgeted appropriations,
these exemptions are increasingly used to try to encourage businesses to move into the
state or hire more people. In other cases, tax expenditures help struggling residents by, for
example, exempting food and clothing from the sales tax or providing an Earned Income Tax
Credit to working people who are paid too little to support their families.

Tax expenditures have been proliferating rapidly, particularly the tax breaks offered to
businesses to persuade them to come to, or stay in, New Jersey, since a 2013 law expanded
the use of this type of subsidy. At the same time, the effectiveness of this strategy is being
questioned. At present, New Jersey does not monitor tax expenditures closely to control
their growth and to determine whether they deliver their intended economic benefits.!

The publication of a tax expenditure report at the same time as the governor's annual
budget message is already mandated by law, but the details of revenues foregone are not
considered at the same time as direct budget outlays. If, following the example set by some
other states, New Jersey legislators subjected tax expenditures to annual review and
required votes on their renewal, it would increase the likelihood of open debate about the
value of subsidies, along with the debate about other state spending.

Replenish the state rainy day fund.

New Jersey ranks last in the nation for the ratio of budget dedicated to “rainy day funds,”
reserves that are meant to help states cover operations during fiscal emergencies. The rainy
day fund should be restored and should include a review of best practices in other states and
of New Jersey's provisions regarding the level of reserves to be maintained and the
conditions under which they can be drawn down.

According to the Pew Charitable Trusts, the median number of days states could run
government operations on rainy day funds is 49.1 days; the number of days New Jersey
could run operations on rainy day funds is two. The state at the other end of the spectrum is
Wyoming, with 302.2 days' worth of rainy day funds in reserve.? As federal funding cuts
continue and the future of climate-related disasters worsens, New Jersey's lack of rainy day
funds in reserve puts it in an unnecessarily precarious and vulnerable position. Taking steps
to bolster the fund, either through legislated standard contributions or changes in the
budget process and practice, will be crucial to ensuring the state has the resources necessary
to weather whatever challenging scenarios lie ahead.
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Endnotes

1 “State Fiscal Policy, Stemming the Proliferation of Tax Expenditures,” Crossroads NJ, 2017, p. 13,
https://fundfornj.org/sites/default/files/crossroadsnj/UPDATE%20FISCAL%20REPORT %20-%206-27-17.pdf.

Theal, Justin, and Page Forrest. “State Rainy Day Fund Growth Slowed in Fiscal 2024." The Pew Charitable
Trusts, March 27, 2025, https:/www.pew.org/en/research-and-analysis/articles/2025/03/27/state-rainy-day-

fund-growth-slowed-in-fiscal-2024.
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