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Talking Points for Mike Wallace
Join Committee on Economic Justice and Equal Emplovmént Opportunity

December 18, 2017

= Good morning Chairmen and members of the Committee, my name is Mike
Wallace from the New Jersey Business and Industry Association and it is

honor to speak before you today.

» Today’s meeting regarding the State’s economy with an emphasis on the
McKinsey report is extremely important and NIBIA appreciates the

invitation to be a part of the discussion.

« The McKinsey report identified four major factors that have limited

economic growth in New Jersey:

» The first being that the State has relatively few young companies that have

grown into major employers (more than 500 employees).

« The second factor is its aging infrastructure, which exacts a toll on
productivity, raises the cost of doing business, and diverts public funds from

uses that might generate more growth.

« Third, is the State’s efforts to spur growth through tax breaks and other
incentives for employers to locate or remain in the state have not been as
effective as similar programs in other states; although New Jersey has been
good at retaining existing employers other staies do more to attract fast-

growth companies.
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« TFinally, and this is where 'm going to focus the remainder of my comments,
is that New Jersey has a significant labor-market mismatch between demand

for middle-skill workers and the supply of workers with appropriate skills.

« Middle skill workers are those with advanced skills that are typically
achieved by post secondary training ot education but not necessarily a four-
year degree. Although the McKinsey report refers to them as middle skill

I’m going to refer to them as advance skill workers.

»  According to the National Skills Coalition, an estimated 53 percent of all
jobs in New Jersey in 2015 were appropriate for advance-skill workers,
Furthermore, 50 percent of all job openings between 2014 and 2024 are
expected to be advance-skill jobs. Advance skill work, however, represents

only 37 percent of the labor force in New Jersey.

= To address the gap between the demand for workers with advance skills and
the supply of workers with appropriate skills NJBIA supports workforce
development and job training programs that will ensure that New Jersey’s
fature workers are workforce ready with technical and employability skills.
We also support emphasizing skill building among New Jersey’s current
workforce especially among low wage positions in order to raise skills that

will in turn raise salaries.

» This should be done by promoting quality career and technical education

opportunities that prepare students for careers as well as college.
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Improving standards and hands-on learning opportunities for students to help

them develop the necessary employability and technical skills.
Establishing a list of career pathways in growth industries and indicate the
skills/education/certification required for each along with a clear direction
for individuals interested in pursuing them.

Ensuring workforce training programs are efficient and employer centric

Incentivizing workforce training programs through grants or tax credits

And ensuring collaboration among academia, business, and government to

advance workforce readiness.

In closing, I want to thank the committee for allowing NJBIA to have a seat

at the table and look forward to working with you on these issues,
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Let me begin by Thanking you, for the opportunity to
share a few thoughts of how we can work together to
improve the competitiveness of New Jersey. Many of you
in this room have provided support, guidance and
advocated on behalf of the mission of AACCNJ, and as a
result, we have continued to grow by leveraging our
relationships to direct resources, opportunities, and
information to position African American youth, adults
and businesses for equitable participation in New
Jersey’s economy. Like many of you in this room, | too,
read the McKinsey Report, much of which that was
shared, | and my colleagues discuss all the time. The
report cited a number of areas of underperformance in
New Jersey’s economy due to the following; Regulation,
duplication of services, cost, overspending on incentives
without accountability or sanctions, and lack of
alignment of resources to growth sectors and skills
development opportunities to name a few.

However, what the report did not address was New
Jersey’s diversity and its potential value proposition if
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utilized as a means to strengthen the state’s
competitiveness.

African American’s have the highest level of poverty,
unemployment, high school dropout rate and lowest
business capacity in New Jersey.

Missed Opportunity- Given that the Economic
Opportunity Act, targeted Camden, Trenton, Newark and
Paterson, if hiring and capacity building strategies were
aligned with incentives and measured by metrics and
sanctions for non- compliance this would provide a
greater assurance that New Jersey would have the
potential to realize a greater return on its investment
through newly established pathways for individual self —
sufficiency and small business growth.

Workforce Training- Recently New Jersey increased
workforce training dollars by $3 million, clearly a step in
the right direction based on the McKinsey Report,
however, we have not changed or added more players
that have stewardship over the Program funds. If the
statistics that | stated are accurate concerning the
economic standing of African Americans in New Jersey,
then the previous level of resources allocated has had a
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minimal impact and therefore, we should perhaps
consider introducing others who can lend value and work
to reduce the level of adverse systemic outcomes. For
example, a few years ago, | introduce an African
American Firm to a community college for the purpose of
having their employees access State Training resources.
My plan was to have some of the training companies that
are members of the chamber participate in this
opportunity, unfortunately, after our introduction, the
college chose to dismiss my suggestion, and proceed
with providing the training without including any of our
trainers. This was a New Jersey employer that has been
in business for over 15 years.

The Mckinsey Report also, did not cite the benefits of
having diversity goals as a strategy to improve
innovation, cost savings, operational efficiencies and a
means to improve worker skill levels and small business
capacity. The state of New York recently increased its
minority and women goals from 20-30%.

The Port Authority of New York and New Jersey spends
approximately $4 billion dollars annuallyon
infrastructure projects. A few projects in the pipeline are
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the Terminal A expansion in Newark Airport $2.2 Billion
Dollars and the proposed Gateway Tunnel project at a
cost of $25 Billion Dollars over 10 years, again, although
they have Disadvantaged Business goals (Federal), there
is no resources allocated to the monitoring of inclusion
with sanctions, or coalescence of minority owned
businesses to form relationships with larger firms to
ensure increased participation and potentially provide
greater economic impact on local communities.

Cost of doing business in New Jersey was another area
cited in the Mckinsey Report. | would attribute a
significant amount of the cost stems from Project Labor
Agreements which give Union firms a preference in
Public Contracts. When former Governor McGreevey,
introduced PLA’s as his first Executive Order, he wanted
it to apply to all public construction, notwithstanding the
cost of the project. | along with NJBIA, ABC, The Regional
Alliance and a few others were able to negotiate a
threshold of $5 million dollars which would allow smaller
firms with limited capacity to compete for opportunities.
The introduction of PLA’s was on the heels of the
proposed multi- billion dollar school construction
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program, this change enable our chamber to introduce
an African American firm that was awarded a S5 million
contract to perform work at a middle school in Trenton,
the largest public contract awarded at that time for an
African American firm in Trenton, the firm went on to
receive additional contracts. However today, we have
seen PLA’s listed in a number of public contract
opportunities below $5 million, thus eliminating a
number of non-union firms from participating in projects
in the communities where they are located. (Again
Monitoring)

Lastly, we have a number of Urban Cities in New Jersey
wherein the population is majority African American, the
leadership whom have oversight of governance and
contracts are African American and they too have done
very little to put processes in place to level the playing
field for minority and women firms. Specifically,
transparency, accountability and oversight for
procurement in many instances is non- existent,
improvement in this area could also mitigate the
underperformance of the African American demographic
in New Jersey.



| must applaud Essex and Hudson Counties for recently
implementing set aside programs as step to improve
contracting opportunities for Minorities and Women, and
asked that the State of New Jersey move aggressively to
establish the same.

Inclosing, the AACCNJ is very interested in doing its part
to assist the state in improving its level of
competitiveness.

We believe by providing an annual allocation of
resources for educational and workforce training
programs, and monitoring of New Jersey Economic
Development Project, Business Cultivation and Capacity
building strategies to support minority and women
owned business on Publically Funded projects; we could
help to improve the economic standing in
underperforming sectors in New Jersey.

Thank you,
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10 Years of Excellence

Time Capsule

Within the following pages are historical
organizational milestones, accounts,
observations, opportunities and relationships.
The collection of information and
achievements of this Chamber of Commerce is
reflected by the commitment and fortitude of
its leadership and members.

The African American Chamber of Commerce
of New Jersey is proud to showcase years of
excellence in the making.




Table of Contents

Letter from the Chairman of the Board...........ccccoeeveieiniieiieeceeeee, 4
Letterfrem the Pounder, President & CEQummmunnnrmmsmmmsams 5
Letter from the Chairman of the Foundation Board...........cccoenineucnce. 6
Meet-out Execufive Teall. oo sammmmmumansirmis s mmysssmmsssys 7-9
AACCN] Board of DIir@CtorsS......cceeveereerieerieieierereeseeneeeeeae e e saesenssseneas 10
AACCN] Foundation Board of Directors.........ccovvvverieierieieriniinieienenieineas 1
AACCN] Organizational Chart..........ccooooinneeccec e, 12
PresiAdent 8 T, .. oepasiessmssiinssasniinsss insiaisosiimiss e s an s s vt e s 13
Role & Mission of the AACCN s cnmianis itk 14
ARECN] =T SEOTY cismmmsiiivaiummsismsmsmmsimisiss o suismsad 15
SHAEHC G oA OTB . s an it aiss e i sl indraiilvt i ebesieg 16
Financial HiohlIolts s i obib i 157
AACENESEatementiobACEVIEIES 2o 20 2ol s s 18
ValueBropositionae ol idsiaiogn it o g e ol i i 19
@hamberMilestones 201622017:50 it vm bl i Sl o i 20-22
AAEEGNEM embenshipilndustniestSetain i crsstausein e s st 23
AACENEE Aclknowledgementsi i tiastis ot i Sl e 24-27
AACENT Impaeti=Members Suaeess = i il i 28-30
AtASGlancelGromwith &S eEes S T N L i e 31
EmpowermentHounRadiofShows s n i e e 32
AACENantthetMediatoisbo e sl b b b sl el 33
Contracts, Initiatives & Program Highlights..........c.cc.ccccceeininiince. 34-39
Financial Services Talent Network..............cccocecoaeicicnnncnn. 34
HIEB = EolistictUnbaniBualdim g s e 35
Irvington Youth Leadership Program............cccocccocecncnecnn. 36
NieKidsq@oding wres e i se il 3.
BirstBoole.ci i o i 38
Executive Level & Staff Development Training Series......39
@alendan o Bventszol8i o s e e 40
AA@EN] Bventsihlighlightsi = siseaiiniianova il sii iilas 41-45
@Growithr&iDevelopment Wesisram e s e S e 46
[ssuesiAceess &cResolutionss s i i i o sanaai o e hans 47
3

\
<



Dear AACCN]J Supporters,

In 2007, the African American Chamber of Commerce was created and began operations in a
small two room, second floor office on State Street in Trenton, New Jersey. This year marks
the completion of the Tenth Year Anniversary Celebration. This organization could not have
survived nor thrived without the hard work of our staff and the team of dedicated
volunteers.

We are also grateful to our clients and members who entrusted us with the challenge of
providing you with immaculate services and products that helps to promote your company
and improve the economic status of our communities. You have all contributed to the
success of the African American Chamber of Commerce, and [ want to express my sincere
gratitude for your support.

The significant disparity on issues such as incarceration rates, education levels, and
employment rates that ex15t in New Iersey clearly _requlres a Igmﬁc" nt level of effort to
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Letter from the Founder,
President & CEO

Dear Friends:

Let me start by saying thank you. As I reflect over the last ten years, I can recall the
countless number of people who attempted to sway me from moving forward on the
formation of the AACCN] with their broken promises and lack of follow through.

However, given the systemic challenges of high poverty, unemployment, limited skills
development, and low capacity for the 1.2 million African American residents and over
66,000 businesses in New Jersey, there was a void that some group had to fulfill if New
Jersey was to get on a path to improve its level of competitiveness.

In my opinion, the African American community and New Jersey’s mainstream, where all
of the resources, opportunities, and information are prevalent, were traveling on separate
axes. Unless there is an intersection, the probability of fostering relations are minimal, thus
creating the void which AACCN] chose to bridge through its mission. Since then, we have
been able to advance public policy through engagement of both republicans and
democrats, while accomplishing similar goals with various chambers and business
associates. Moreover, our most rewarding advocacy has been our ability to engage
traditional African American community organizations and faith-based leaders around the
table talking candidly about the state of the African American community.

Although we pause to celebrate this historical milestone, there remains plenty of work to
be done. We are encouraged to see the recent set aside procurement ordinances in Essex
and Hudson counties and a coalescence of African American groups on a platform of
economic and social justice issues, which, if implemented, would improve conditions for
African Americans in New Jersey while strengthening our state.

I am proud to lead an organization whose success of its mission has favorable implications
for New Jersey. Lastly, I owe a debt of gratitude to the staff, board members, and to those
who invested their time and treasure to help build the AACCN] of today. Nelson Mandela
said, “It always seems impossible, until it is done.”

Thank you,
John E. Harmon, Sr., IOM

Founder, President & CEO
Former Chairman, NBCC
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Letter from the Foundation
Chairman of the Board

Dear Friends,

On behalf of the African American Chamber of Commerce of New Jersey (“AACCNJ”)
Foundation Board, I would like to thank you for all of the support you have given us
this year — 2017 was another banner year for the AACCN]. While I cannot list all of
our achievements here, | would like to highlight a few. We established countless new
relationships with the leaders of some of the most influential companies in the U.S. in
both the for-profit and nonprofit sectors. We forged new significant friendships with
individuals serving in key roles at all levels of government. We occupied an
important seat at the table of numerous momentous legislative discussions on
matters effecting businesses in this state. These accomplishments would not have
been possible without you and your support.

As I reflect on 2017, I would like to recognize my colleagues on the AACCN]J’s
operating and foundation boards for your tremendous sacrifice and hard work, our
members for your unparalleled collegiality and enthusiasm and our sponsors for your
indispensable friendship and support.

I am especially appreciative of your participation with the AACCN] for I can imagine
no organization more essential to the success of our community. Founded on the
principles of advocating for and promoting economic diversity and fostering a climate
of business growth, the AACCN]J performs a critical role in setting the stage for a vital
economy in New Jersey through major initiatives centered on education, health and
public policy. Through your dedication the AACCN] has shown it is up to the
challenge of ensuring that the African American community is an equitable
beneficiary in the states’ prosperity. Thank you again for your support, and I look
forward to working with you to make 2018 an even greater success.

Sincerely,

Marcus E. Dyer, CPA, Esq.
Chairman of the Foundation Board

Manager, WithumSmith + Brown, PC
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Meet Our Executive Team

Hosea Johnson, Chairman of the Board, AACCN]J

Hosea Johnson is the Founder and President of Johnson
Associates Systems Inc., located at goo Route 168,
Turnersville, New Jersey. Johnson Associates Systems is an
Orthotic and Prosthetic Company that provides support to
our nations' military veterans within the Department of
Veterans Affairs.

Mr. Johnson is also the owner of WSI - We Simplify the Internet, a professional and
innovative information technology company dedicated to providing quality products
and services in internet marketing, systems design and development, systems
engineering, network and data communications and project management.

Mr. Johnson graduated with a Bachelor of Arts degree from Morehead State
University, Morehead, Kentucky. Mr. Johnson began employment with International
Business Machines as a computer programmer and worked as a systems engineer.
Mr. Johnson then joined TRES Systems of Dallas Texas as a consultant and project
manager. In 1983 Mr. Johnson joined Control Data Corporation and served as a
regional project manager until 1988 at which time Mr. Johnson became an
independent consultant. Johnson Associates Systems was founded in 1990.

Johnson Associates Systems and the Department of Veterans Affairs, has developed
a partnership for the recruitment and provision of professional staff (certified
Orthotists and Prosthetists) to operate the Automated Fabrication of Mobility Aids.
This initiative allows the VA to; facilitate accessibility; improve timeliness of service;
reduce travel and production time; decrease cost; and serve to facilitate revenue
generation for the Department of Veterans Affairs.

WSI provides an affordable website technology by utilizing a modular development
technology for quick assembly of website solutions using any combination of pre-
built feature modules. WSI also builds targeted online traffic with Search Engine
Optimization and Pay Per Click campaigns. These tools allow clients to target, reach
and convert more sales with internet marketing.
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Meet Our Executive Team

John E. Harmon, Sr., IOM

John E. Harmon, Sr. I0M, has served as the Founder, President
and CEO of the African American Chamber of Commerce of New
Jersey since 2007. Harmon is the former President and CEO of the
Metropolitan Trenton African American Chamber of Commerce
(MTAACC). Under his guidance, MTAACC grew its membership
substantially, forged alliances with business
associations/organizations and government, and forged strategic
partnerships in the public and private sectors to benefit African
American businesses throughout New Jersey.

John Harmon also is the Former Chairman of the Board for the National Black Chamber of
Commerce; there are 150 Affiliate Chapters of the NBCC and over fifteen international affiliates.
He is the Founder and Chairman of the New York State Black Chamber of Commerce (NYSBCC).
Additionally, Mr. Harmon is a Board member of the New Jersey Chamber of Commerce (NJCC),
New Jersey BPU, Supplier Diversity Development Council (SDDC), Opportunity New Jersey,
Better Choices Better Care NJ, Chairman of Crime Stoppers of Greater Trenton and a former
Board Member of the American Chamber of Commerce Executives (ACCE), First Book, Minding
Our Business (MOB), a youth entrepreneurial initiative in affiliation with Rider University.
Lastly, he is a member of The US Chamber of Commerce Committee of 100. Harmon was
recently acknowledged in South Jersey Journal’s inaugural list of the “25 Most Influential African
Americans in New Jersey”, for the second consecutive year. Harmon is also recognized as a
Center of Influence (COI) for the United States Army. He also was the first individual selected as
a member of the host committee for NFL Super Bowl XLVII held in New Jersey 2014.

Mr. Harmon holds an Associate’s Degree in Business Administration from Mercer County
Community College and Burlington County College, and holds a Bachelor's Degree in Business
Management, Fairleigh Dickinson University, 1983. Mr. Harmon also successfully completed a
one year Fellowship on Regionalism and Sustainability sponsored by The Ford Foundation and
completed the Minority Business Management Seminar at the University of Wisconsin-Madison,
in 2009. Additionally, Mr. Harmon completed a four year Chamber Executive Management
Program, at Villanova University, sponsored by the U.S. Chamber of Commerce, in 2014.

Prior to his twenty year career as a chamber executive, Mr. Harmon was previously employed at
The Bowery Savings Bank in New York City where he managed the bank's Residential Real Estate
Department overlooking major mortgage loan transactions; and at Chemical Bank where he
managed third party loan originations for New York, New Jersey and Connecticut. While
working at Chemical Bank, Mr. Harmon established The Affordable Housing Loan Program.
Following his banking career, Mr. Harmon founded a transportation company in 1989, called
Harmon Transfer, Corp. The company transported food stuff, perishable commodities, and
produce throughout the Northeast United States and Canada. Mr. Harmon has three sons, John
Jr., Joshua, and Justin.
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Meet Our Executive Team

Marcus E. Dyer, CPA, Esq.

Marcus E. Dyer of WithumSmith + Brown is a tax
manager with over 10 years of providing tax and business
advisory services. He has extensive experience in servicing
the needs of business entities, including all aspects of

tax compliance for partnerships, trusts and
S-Corporations as well as in resolving federal, state and
local tax controversies.

In addition, he has experience in the field of law representing clients in commercial
and tax disputes before state courts, Federal District Court and the United States
Tax Court; numerous engagements involving the use of alternative dispute
resolution strategies. As for business transactions, he has experience in drafting,
reviewing and negotiating the language of a wide array of transactions documents
including, but not limited to, buy/sell agreements, portfolio management
agreements, swap agreements, limited liability company agreements and indentures.

Marcus holds a Bachelor of Arts degree from Duke University, an MPA degree in
public finance from the University of Texas at Austin, and a Juris Doctor degree from
the University of Pennsylvania. He is admitted to practice law in Federal District
Court as well as United States Tax Court.

Marcus is a member of the American Institute of Certified Public Accountants, New

Jersey Society of Certified Public Accountants, and the New Jersey State Bar
Association.
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President’s Club

We are proud to recognize the following organizations and
corporations that have pledged their support to the African
American Chamber of Commerce of New Jersey
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The African American Chamber of Commerce of New Jersey (AACCN]J)
performs an essential role in the economic viability of New Jersey. As
affirmed in its mission statement, the Chamber seeks to economically
empower and sustain African American communities, and businesses with
direct outreach programs, thereby facilitating entrepreneurship and free
enterprise activity. Not serving as mainly an association of allied
businesses, the Chamber serves as a proactive advocacy group with a
501(c)(3) tax exemption, which is shared by the National Black Chamber of
Commerce.

While providing a platform for New Jersey’s African American business
and community leaders, to speak with a collective voice, the AACCN]
advocates and promotes economic diversity while fostering a climate of
business growth through major initiatives centering on education public
policy and best practices.
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AACCN]J - Our Story

“Together we are Stronger”

Our primary goal is to enable African American businesses to become more
competitive for contracts and consumer dollars throughout the state, and
therefore create increased economic sustainability. The AACCN] works to
ensure that minority business owners and residences of under-performing
communities are not undervalued, or uninformed as to potential economic
opportunities. Together, we can provide the necessary assistance through
education initiatives, networking opportunities, workforce training and the
platform to ensure that information is disseminated within these
communities to maximize their competitiveness. Thus strengthening the
state of New Jersey.

The AACCN]J serves to:

*  Position, support and expand the Chamber Federation.

*  Promote educational forums and supplemental information to
strengthen capacity and contribute to the success of the over 66,000
African American business owners and 1.2 million residents

* Coordinate training, technical assistance, youth leadership, and
entrepreneurship programs.

* Develop programs focusing on tourism and cultural diversity.

* Serve as a conduit for communication between the Federation and
various business sectors throughout the state of New Jersey.

*  Partner with New Jersey Corporations to provide guidance, identify
talented professionals and businesses that will contribute to the
success of their diversity strategies.

“Alone we can do so little. Together we can do so much”.

~ Helen Keller
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Goal1

Continue to strengthen our financial resources and intellectual capital
to effectively sustain a statewide organization.

Goal 2
Grow our small business and corporate memberships while executing a
plan that provides value for their investment.

Goal 3
Increase partnerships with the utilities, healthcare, and technology
sectors, local, county, state government and educational institutions.

plan and enhanc

d

Develop annual operations
h > 1 u g R
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Over the past, eight years the African American Chamber of Commerce of New
Jersey has received membership contributions, sponsorships, individual gifts, and
program funding to advance the mission through: business initiatives, youth
education, symposiums, community outreach, workforce training and professional
development programs throughout the state.

$1,000,000
$900,000
$800,000
$700,000
$600,000

Overall Organizational Revenue
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Grants/Contributions $132,063 $128,590
Program 1 $249,908 $189,846
Program 2 $18,121 $69,879
Membership Dues $167,972 $155,739

EETEas e
Special Events $227,533 $200,000
Rental Income $11,000 $8,244
Parking $1,400 $1,020
Grand Opening $28,441 N/A
Building Fund N/A .. $10,000
Room Naming i $5,000 1_ i EINYAS
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The African American Chamber of Commerce of New Jersey, Inc. (AACCN]) would
like to extend an invitation for membership with our organization. We realize that
you have many options when selecting potential resources for your business growth.
However, If you are seeking an organization that is committed to the growth,

development and success of your business, the AACCN] is the correct choice.

Value for Your Investment

Small Businesses

* Advocates member access to the public sectors, private sectors and community
opportunities

* Training/Development programs

* Host educational forums and networking events to connect members to resources,
opportunities and information

* Promotes members through spotlight features in chamber marketing materials,

~ website and radio show ' 2 5 " |
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Chamber Milestones

2016-2017 Highlights

The African American Chamber of Commerce of New Jersey (AACCN]) partnered with the National
Black Chamber of Commerce and the U.S. Chamber of Commerce to provide its members with
valuable new programs and services. Through the U.S. Chamber’s Federation Partnership program,
small business members in good standing with the AACCN]J received the benefits of U.S. Chamber
membership. This new member benefit was provided at no additional cost to members

of the AACCN]. The AACCN] continues to focus on local issues and programs. The U.S. Chamber will
alert and mobilize AACCNJ members on national issues ranging from taxes to technology to
transportation. This ever-growing coalition of small businesses allows the U.S. Chamber to present a
strong, unified voice for business in Washington, D.C.

The African American Chamber of Commerce of New Jersey (AACCN]) performs an essential role in
helping to build New Jersey’s economy, and raising awareness to important topics and issues prevalent
the African American business and resident community. Below is a snap shot of strategic alliances,
initiatives, programs, partnerships, and accomplishments achieved over the past two years.

Legislature
+ Secure Choice Initiative, spearheaded by AARP, was approved by Governor Christie.

» The AACCN]J held a roundtable meeting with the Senate Republican Leadership and approximately
25 AACCN] members to discuss issues, concerns, and suggestions to facilitate increased
opportunities for black-owned businesses statewide.

« Senate Bill 1761, sponsored by Senator Rice and Senator Cunningham, calls for the AACCN] to be
included in the promotion and facilitation of workforce training relationships between employers
and community colleges. Previously, this was limited to the NJBIA, the New Jersey Community
College Consortium and community colleges. This bill directs the New Jersey Community College
Consortium for Workforce and Economic Development to include the African American Chamber
of Commerce of New Jersey among the business organizations with which it collaborates in its
efforts to facilitate the delivery by county colleges of basic skills training to New Jersey workplaces.

+ Legislation sponsored by , Senator Joe Pennacchio , Senator Ronald Rice, Assemblyman Jamel
Holley, and Assemblywoman Betty Lou DeCroce and signed by Governor Christie helped small
businesses grow and expand. Senate Bill S-123/A-3559 established a “Small Business Bonding
Readiness Assistance Program” through the state Economic Development Authority, which would
provide support to small businesses and help them meet surety bonding requirements so they may
secure bonding to bid on public works projects offered by state or federal governments. This
legislature allowed an unanimous vote from both Democratic and Republican legislatures.

Round Table Meetings

These Meetings are an added benefit for a select group of members to engage with corporate, state,
county and local government, representatives to have a direct discussion on issues of economic
opportunities and public policy. We held meeting in 2016/2017 with the following groups and
organizations: City of Plainfield , City of Trenton, County of Mercer, Fox & Rothschild, NAACP &
Faith Based & Civic Group Leaders, New Jersey Black Caucus during Lobby Day, hosted by NJBIC,
Senate Republicans, Wyndham Worldwide, and M& T Bank.

20
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Chamber Milestones

2016 — 2017 Event Highlights

AACCN] 2016 Events

Annual Circle of Achievement Awards Gala, Voorhees, NJ 2/18

The 2016 Annual Town Hall Meeting, Trenton, NJ, 3/30

The State of Black New Jersey Conference, Jersey City, NJ, 4/19
Grand Opening of the AACCN] Headquarters, Trenton, NJ, 5/12

The Top Contributor of the Year Awards Luncheon, Plainsboro, NJ, 6/19
The Sixth Annual Golf Classic, Skillman, NJ 6/27

Annual Unity Luncheon, Plainsboro, NJ, 7/19

Women Who Empower Awards Luncheon, Voorhees, NJ , 8/10

The Sixth Annual Business Leadership Conference, Newark, NJ, /22
Ariel Investments and Urban Mayors Roundtable, Newark, NJ

The President’s Club Breakfast Reception, Trenton, NJ 9/23

The Sixth Annual Corporate Awards Dinner, Garfield, NJ 10/20
Annual Year End Dinner - Plainsboro, NJ, 12/6

AACCN] 2017 Events

Annual Circle of Achievement Awards Gala, Voorhees, NJ 2/9

Breakfast Networking Event- “Fish and Grits”, New Brunswick, NJ, 3/16
Showcase of Trenton/Mercer County Owned Businesses, Trenton, NJ, 3/23
The State of Black New Jersey 2017 Conference , Newark, NJ, 4/20
Showcase of Bergen County African American Owned Businesses, Bergen County, NJ, 5/4
The Top Contributor of the Year 2017 Awards Luncheon, Voorhees, NJ, 5/23
Fish and Grits Networking Event, New Brunswick, NJ, 6/15

The Seventh Annual Golf Classic, Skillman, NJ, 6/26

Annual Unity Luncheon, Plainsboro, NJ, 7/18

“Women Who Empower” Panel Networking Forum, Voorhees, NJ, 8/9

The Seventh Annual Business Leadership Conference, Newark, NJ, 9/21

The Seventh Annual Corporate Awards Dinner , Garfield, NJ, 10/26

Annual Year End Reception, Plainsboro, NJ, 12/7

"Never be limited by other people's limited imaginations."
~Dr. Mae Jemison, First African-American Female Astronaut
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Chamber Milestones

2016 - 2017 Achievements, Recognitions & Activities
Highlights

Achievements

The AACCN] celebrated its ten year anniversary as an organization with a Tenth
Anniversary Awards Lunch at its Annual Business Leadership Conference in the
third quarter.

Recognitions

AACCN] Founder, President & CEQ, John E. Harmon, Sr., IOM, was honored as
one of the Men of Vision in Newark in June 2017.

AACCN] Founder, President & CEQ, John E. Harmon, Sr., IOM, was acknowledged
by On Fire News Network.

AACCN] Founder, President & CEQ, John E. Harmon, Sr., IOM, and Board
Member Tracey D. Syphax were named among the 25 Most Influential African
Americans in New Jersey by the South Jersey Journal Newspaper for the second
consecutive year.

Activities

AACCN] Founder, President & CEQO, John E. Harmon, Sr., [OM, now serves as
Chair of the Best Practices Committee for the Supplier Diversity Development
Council.

AACCN] Founder, President & CEQ, John E. Harmon, Sr., IOM, is now a member
of the Board of Advisories for Better Choices, Better Care NJ Advocacy Group.
AACCN] Founder, President & CEQ, John E. Harmon, Sr., IOM, is a member of
Opportunity NJ, a coalition of 40 members represented by Presidents and CEOs of
Chambers and Business Associations in New Jersey. The group meets monthly to
discuss issues affecting the overall competitiveness of New Jersey. The group was
effective in its advocacy for the passage of the following: sales tax cut, tax savings
for the working poor, tax savings for retirees, tax savings for veterans, eliminating
the estate tax and implementing the state gas tax.

AACCN] Founder, President & CEQ, John E. Harmon, Sr., IOM, traveled to Cuba
as part of a delegation with the National Black Chamber of Commerce to position
members for future economic opportunities. President Harmon had similar
meetings with the US Commerce Department during his visit to Santo Domingo,
Dominican Republic.

22

2%



Accounting
Advertising
Architectural Engineering

Banks - Credit Unions, Community,
Regional and National Banks
Barbers, Salons, Clothing Stores
Business Consulting/Resources

Car Rental

Catering

Communications

Community Associations
Construction

Consulting

Consumer Energy Products
Cosmetics Manufacturing

Diversity Development

Education

Publishing

Law Firms

Local, State, and National Government
Agencies

Management Consulting
Manufacturing

Marketing

Mortgage Bank Company
National Government Agencies
Non-Profit Organizations
Pharmaceutical
Photography/Videography
Planning and Consulting
President’s Club

Printing Industry

Private Colleges and Universities
Public Colleges and Universities
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AACCN]J - Acknowledgements

Congratulations to the AACCN] on its 10th Anniversary. The Chamber and
its leader, John Harmon , have been extraordinary advocates for their
members and the entire business community of our state. The strength of
New Jersey's economy is attributable to the leadership of organizations like
the AACCN] and especially John Harmon. I have had the honor of knowing
John for several decades and have had the pleasure of working with him for
many of those years. As a partner in the ongoing fight to improve the
business climate in NJ, there has been no one more important to me than
John Harmon. My sincere thanks to John and the AACCNJ for all they have
done and I wish them continued success for many years to come.

Tom Bracken

President & CEO, New Jersey Chamber

of Commerce

The Commerce and Industry Association of New Jersey has worked with
John and the African American Chamber of Commerce of New Jersey for
years. We are proud to partner with them on issues impacting the business
community. They play a vital role in enhancing and growing our
economy. CIAN] relies on John's insights and knowledge of working with
diversified businesses throughout the State of New Jersey. His intellect,
interpersonal skills and political acumen have made him not only an asset
to his members but to the entire business community. CIAN] congratulates
John and the Chamber on celebrating ten years and we wish them
continued success for years to come.
Anthony Russo
President, Commerce and Industry
Association of N] CEO/Publisher,
COMMERCE Magazine
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AACCN] - Acknowledgements

As a business journalist that has covered the activities and events of the
AACCN] for the past 10 years, I laud the organization for its unwavering
commitment to improving opportunities for minority and women owned
business enterprises across our great state! Hosea, John, and Jacqueline
have all become valuable professional resources for me. They are vocal and
steadfast advocates of the simple, yet pervasive mantra and mission of the
organization, "Buy Black and support our own!

Glenn Townes

Journalist, Plainsboro, NJ

Congratulations on your 10" Anniversary; a significant milestone, which
reflects how you ve remained true to your core mission. Your efforts go far
beyond ensuring the sustainability of African American businesses. You
proactively identify critical linkages and leverage opportunities to help
African American communities thrive. In so doing, you encourage growth
and opportunity for all. Thank you, John, and team for your vision, hard
work and extraordinary leadership, but especially for your
partnership. Congratulations again and all best wishes.

Monica Slater Stokes

Managing Director, Corporate &

Government Affairs, United Airlines

For ten years John Harmon and the African American Chamber of
Commerce of New Jersey have been leading the efforts to expand business
opportunities for African American businesses in New Jersey and in the
nation as partners with the National Black Chamber of Commerce. The
voices of John and AACCN] are heard every day as they strive to address the
economic disparities of New Jersey’s African American business enterprises.
We are all thankful for your efforts.

Bill Kovacs

Former SVP, U.S. Chamber of Commerce
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AACCN] - Acknowledgements

The African American State Chamber of Commerce is a leading state business
association whose voice and reputation are highly regarded and respected
from Trenton throughout Main Street. This effective alliance is known for
forging public and private partnerships, enhancing diversity and building
networking opportunities to assure the business community stands firm in
support of a strong NJ economy and improve the state’s competiveness. New
Jersey is a better place to do business because of the leadership of John
Harmon and the activism of the African American State Chamber of
Commerce.

Linda M. Doherty

President & CEO

NJ Food Council

Congratulations on the 10" anniversary of the AACCN]J! Inclusion and
empowering people of all color is vitally important to truly achieving
success. The focus and efforts of the AACCNJ helps to not only define success
but to achieve it by actively partnering with people of all colors and
companies of all sizes. It is this focused, collaborative effort that makes the
AACCN]J so effective in achieving it mission.

George D. Sowa

CEO, Greater Trenton

Congratulations to the African-American Chamber of Commerce of New
Jersey on 10 years of dedication to economically empowering and sustaining
African American communities through entrepreneurship and capitalistic
activities. For the last decade, the AACCNJ has served as an extraordinary
catalyst for business development and growth in the Garden State by
fostering valuable connections and deepening relationships within the
community, acting as a critical resource for service providers and vendors,
and providing knowledge and training to support the launching and
expansion of small businesses. The leadership and members of the New Jersey
Society of CPAs (NJCPA) wish the AACNJ continued success.

Ralph Albert Thomas
CEO & Executive Director, New Jersey
Society of CPAs iz
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AACCN] - Acknowledgements

The African American Chamber of Commerce of New Jersey is a transformative
organization. It is bring inclusion, innovation and immediacy to the business
community of New Jersey. The Chamber stands as a champion of working always “to do
the right thing”. Tam honored to call John Harmon, Sr., my friend, and blessed to have
the opportunity to work with and learn from him in our efforts at the U.S. Chamber of
Commerce Committee of 100. Congratulations on your 10" anniversary and best wishes
for you next 10 years.

Steve Clark

President & CEO, Fayetteville Arkansas

Chamber of Commerce, a 5 Star

Accredited Chamber, U.S. Chamber of

Commerce Committee of 100

The New Jersey Bankers Association is pleased to congratulate the African American
Chamber of Commerce of New Jersey on the occasion of their 10th Anniversary. Since its
inception the African American Chamber has been a strong voice for the African
American business community. We're especially grateful for the leadership role that the
African American Chamber has taken in leading the Financial Services Talent Network
for the New Jersey Department of Labor and Workforce Development. This important
initiative connects job applicants with employers in the financial services industry and
benefits everybody. N] Bankers wishes the African American Chamber continued
success in the years ahead.”

John E. McWeeney, Jr.

President & CEO, New Jersey Bankers

Association

Congratulations on your 1oth Anniversary! We know it takes coordination, team work,
and a great vision to last in this world called Advocacy. Times were not subtle nor easy.
There were times when you wondered if it was worth it. The progress and product that
you deliver to the citizens of the state of New Jersey is testimony that it has brought
positive results and helps make a better America. Count on the National Black Chamber
of Commerce to always value your commitment and membership. Together we will help
improve the economic status of our great nation and local communities that you serve.

Harry C. Alford

President & CEO, National Black Chamber of'

Commerce
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AACCN]J Impact - Member’s Success

AACCNJ’s involvement with its partners across New Jersey has helped to improve the
competitiveness of New Jersey by ensuring that its members are positioned to vie for
an equitable stake in New Jersey’s economic prosperity. The AACCN]J focuses on
education, workforce and positioning members for opportunities and growth.

Quality Packaging Specialists International (QPSI)

QPSI was founded in Burlington, New Jersey in 1993 by Mike Ricketts, Chairman and
CEO. QPSI provides contract packaging services primarily to the health and beauty
industries. QPSI is currently the largest privately held, minority owned packaging
company in the US, operating in over 3+ million square feet across the country, and
serving Fortune 500 companies in the pharmaceutical (RX and OTC), nutraceutical,
medical device, healthcare & personal care, consumer goods, cosmetics, and specialty
food industries. QPSI is scheduled to open a newly constructed 375,000 square foot
facility in Florence, NJ soon.

The AACCN] worked with the executive team of QPSI to understand their needs
then facilitated meetings with the Christie Administration which led to OPSI
receiving over $20 million in tax credits to build its 375,000 square foot facility in

Florence, NJ.
Mike Ricketts, Chairman and CEO

FCC Consulting Services, LLC

FCC Consulting Services, LLC was founded to provide professional information
technology consulting services to the financial, telecommunications and
manufacturing and government industries. FCC Consulting Services specializes in
two critical areas of information technology: Professional and Technology Services.

The AACCN] was Instrumental in helping to position FCC to secure a major contract
in Mercer County. FCC recently participated in chamber’s annual Business
Leadership Conference giving an overview on how the business has grown with
support from the AACCN]J. FCC has been able to secure a number of contract
opportunities from members of AACCN] through their direct outreach and effective
networking at Chamber events.

Chris Carothers, President and CEO
28
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HR Control Solutions

HR Control Solutions partners with its clients to provide cost effective staffing
solutions. President Melinda Ragin has over 15 years of financial consulting and
project management experience with healthcare, corporate, commercial and
government clients. Her specialty areas include strategic planning, process
improvement, quality assurance, auditing and risk management. She is passionate
about finding the right candidates for her clients and promoting diversity and
inclusion in the workplace.

“As a member of the Chamber for over two years, I have been able to see my business
grow through a couple of cycles, and the chamber has helped by providing
outstanding networking opportunities. I have attended numerous chamber events
that have placed me in front of several prospective clients for growing my business.”

Melinda V. Ragin, President
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AACCN]J Impact - Member’s Success

Milhouse Engineering & Construction

Milhouse Engineering & Construction is a Chicago-based firm with 15 years of experience
in the Aviation, Facilities, Gas, Power, Transportation, and Water/Wastewater sectors.
Milhouse has experienced phenomenal growth evolving into a professional, full-service
engineering and architectural consulting firm to provide Civil, Construction, Electrical,
Energy, Mechanical, and Structural engineering services along with Architectural
services. With more than 100 professionals and offices in multiple locations across the
country, Milhouse commits to delivering quality services on budget on schedule with
integrity to clients in the federal, private and public sectors. Milhouse provides the
highest level of total customer satisfaction by listening to, and responding to every client,
and utilizing best business and technology practices. By developing and utilizing some of
the industry’s “Best in Class” talent, Milhouse has received numerous awards and
recognitions, including being named one of the 2017 winners of the “Chicago’s 101 Best
and Brightest Companies to Work For” award for the 12th year in a row. The AACCN]
worked with Milhouse Engineering to establish a relationship within the utilities,
telecom, and transportation sectors of NJ and NY. These efforts led to a contract award
with PSEG and a number of favorable future prospects.

Ariel Investments

Since its inception in 1983, Ariel Investments has grown from 2 to 79 employees with $12
billion in assets under management. Headquartered in Chicago, the firm serves as the
investment adviser to the Ariel Investment Trust, comprised of six no-load mutual
funds—Ariel Fund, Ariel Appreciation Fund, Ariel Focus Fund, Ariel Discovery Fund,
Ariel International Fund and Ariel Global Fund. Additionally, Ariel manages separate
accounts for corporate, public, union and non-profit organizations. Through a targeted
strategy, the AACCN] has fostered relationships with a number of NJ corporations.
These efforts recently led to PSEG awarding Ariel Investments an opportunity to manage
a significant amount of their funds

WR Burnett Paving & Trucking

WR Burnett Paving & Trucking is an acclaimed asphalt paving and trucking company in
Monmouth Junction, New Jersey. They are committed to your 100% satisfaction, and
have a friendly staff available to answer any questions about our company or our services.
The knowledgeable team offers quality and reliability you can count on.

The AACCN] helped WR Burnett Paving & Trucking secure a multi-million dollar
contract with PKF, on the $400 million dollar Scudder Falls Bridge expansion project
over the Delaware River connecting New Jersey and Pennsylvania.
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At-A-Glance: Growth & Success

The African American Chamber of Commerce of New Jersey
AT-A-GLANCE - TEN YEARS OF GROWTH & SUCCESS!
Awareness, Relevance and Value Proposition

Financial Educational Government Community Partners
Institutions Partners & Corporations Agencies & Presidents Club &
Programs Municipalities Program
Bergen Community AT&T County of Mercer Ariel Investments Association of Black
City National College Atlantic City | Delaware River Port AT&T Women
Bank Berkeley College Electric Authority Bristol Myers Squibb Lawyers (ABWL)
Credit Union of | Rowen College at Bristol-Myers County of Hudson City National Bank Garden State Bar
New Jersey Burlington County Squibb NJ Transit CURE Auto Insurance Association
Investors Bank | Educational Testing Comcast PBA Local 105 Enterprise (GSBA)
Service CURE Auto Small Business Fedcap Kappa Community
M&T Bank Felician College Insurance Administration Horizon Blue Cross Development
PNC Bank Foundation Enterprise NJ Department of Blue Shield of NJ Corporation
TD Bank Academy First Energy Labor Workforce Investors Bank NAACP
Wells Fargo Lincoln Technical Horizon Blue and Development JCP&L National Organization
Institute Cross Blue NJ Department of Johnson Associates on
Mercer County Shield of NJ Community Affairs Systems Disability
Community College Johnson & National Black Johnson & Johnson Urban League
New Jersey Johnson Chamber of Milhouse Engineering First Book
Institute of McDonalds Commerce NJ Advance Media NFL
Technology Mercedes Benz Republican & PNC Bank
Rowan College at PSEG Democratic PSEG
Gloucester County QPSI Members -NJ QPSI
Rutgers University Sam's Club Legislature TD Bank
Thomas Edison United New Jersey Thomas Edison State
State College Verizon Department of College
STEM Program ‘Wegmans Transportation United
Youth/Adult Wendy's (DOT) Verizon
Workforce Training Christie Wells Fargo
Administration ‘Wyndham Worldwide
Murphy
Administration
Urban Mayors
US Army
Media Initiatives Internal Business Advocacy Staffing/HQ Membership/Revenue
Monthly S]] Member Established National Black From 2-6 Full-time Membership Levels
Column Opportunity Foundation Chamber of employees steadily increased
Weekly Roundtable Meetings Board Commerce Purchased a 5,500 Sq. Public/Private Sector
Broadcast - 920 | To Promote Supply Founded New New Jersey Business Ft Bldg. Opportunities expanded
the jersey.com Chain Diversity York State Industry Association Revenue has shown
Positive Roundtable Meetings | Black Chamber Statewide Hispanic constant growth
Community with Democratic/ of Commerce Chamber of
Network Journal Republican NBCC Commerce of NJ
NJ Advance Leadership Chairmanship Supplier
Media Ban the Box Board Development
Legislation Realignment Diversity Council
S-0364 (BPU)
Bonding Legilation US Chamber of
S-123/A-3559 Commerce
Opportunity NJ
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CHAMBER OF COMMERCE OF

NEW JERSEY

Empowerment Hour Radio Show

Hosted by:
John E. Harmon, Sr., IOM
AACCNJ Founder, President & CEO

Join us as a guest to showcase your business, your
brand and upcoming events!

The AACCNJ hosts a live radio broadcast on 920 the
Jersey every Monday from 6:00 to 7:00 pm EST.

Fox * Be featured as an upcoming guest in our weekly eblast «
e » Share your interview with your network «
RA a » Let your voice be heard! ¢

Signing up is quick and easy! All we need is your
headshot, bio, and a date that works best for you.
We will handle the rest!

Interested? Contact Brittany Quintana at

bquintana@aaccnj.com or 609-571-1607

for more information or to be scheduled
as a guest.

Listen online at
or tune in to 920 AM to listen LIVE!

Horizonl,.

Horizon Blue Cross Blue Shield of New Jersey

LE | x




AACCN] in the Media

South Jersey Journal Newspaper

AACCN] Founder, President & CEQO, John E. Harmon, Sr., IOM, writes a monthly column for the
South Jersey Journal Newspaper. These columns may be accessed online at
http://southjerseyjournal.com. The South Jersey Journal provides a monthly platform to share
with our constituency and readers how we execute the mission of the African American Chamber
of Commerce of New Jersey and its significance to New Jersey’s economy. Additionally, we seek to
provide inspiration in sharing the triumph of our African ancestors, civil rights leaders, athletes,
entrepreneurs and individuals with a demonstrated record of success. Lastly, provides information
on the educational, income levels, employment and business capacity of African Americans in New
Jersey and examples of best practices and level of accountability needed to mitigate these systemic
challenges. Below is a list of previous topics:

“Reconciling Our Success” - January 2016

“The Morning After” — December 2016

Change Requires Engagement - September 2017

“We need to collaborate more” — May 2016

“Where We Stand” - May 2015

“We Have the Ability to Improve our Standing in America!”
“Call to Accountability”- February 2014

“Contributing to New Jersey’s Success” — September 2014
“Our Relevance in a Diversified State “- May 2013

The Empowerment Hour Radio Show

Broadcasting live every Monday from 6:00 pm to 7:00 pm at g2othejersey.com and 920 on the AM
dial. Hosted by AACCNJ Founder, President & CEO, John E. Harmon, Sr., IOM, guests have the
opportunity to promote products, services, events, and more! All past broadcasts are available via

podcast on demand at g2othejersey.com.

Follow Us on Social Media!
Join the conversation! We invite you to share your favorite pictures, check in at our events, and see
what is going on at the AACCN]J. Check for event hashtags to always be in the know. We want to

hear from you!
“ The African American Chamber of Commerce of NJ, Inc.

d AACCN]

r@ aaccnj

33

4 x



Contracts, Initiatives & Program
Highlights

Financial Services Talent Network

£ \J F1 nancial Services
/ Talent Network

e

In July 2014, the African American Chamber of Commerce was awarded a contract from the
New Jersey Department of Labor to manage the state-wide Talent Network for the financial
services industry sector. The Financial Services Talent Network (FSTN) operates within the
state’s talent development system and primarily concentrates on building high-quality,
employer-driven partnerships known as Targeted Industry Partnerships (TIPs). The
Financial Services Talent Network develops strategies to meet the skill needs of financial
industry employers and facilitate creating career pathways.

The Financial Services Talent Network works closely with employers, local Workforce
Development Boards, educational institutions, and labor market analysts from the
Department of Labor and Workforce Development to frame the understanding of key
financial industry workforce trends and workforce employer needs. The Financial Services
Talent Network engages employers and industry associations to provide input into the
development of the list of industry-valued credentials and degrees.

There are nine talent networks in New Jersey representing the industries responsible for the
most employment in the state. The Financial Services Talent Network is one of two that is
not led by a college or university and is the only talent network led by an African American
organization. ;
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Contracts, Initiatives & Program
Highlights

HUB

Holistic Urban Building
A Social Urban Innovation Project of the
African American Chamber of Commerce of New Jersey

q_
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The Holistic Urban Building (HUB), is a Social Innovation Initiative program
created and managed by the AACCN] through a contract provided by the
Department of Community Affairs (DCA)

HUB was created to provide transformational technical assistance, support,
and resources to members of the New Jersey Community Action Partnership
(CAP-NJ). HUB emerges as a model for social enterprise building, strategic
planning, and innovation training. Through educational workshops, mentoring,
long-term planning, and program development, HUB brings industry leaders,
social innovators, and disruptive thinkers together with non-profit organizations
resulting in creative new approaches toward community building, growth, and
problem-solving.

Since December 2014, the AACCN] has worked with over 25 non-profit
organizations through the HUB program to assist them in planning and
successfully executing their business model.

The African American Chamber of Commerce thanks the New Jersey Department

of Community Affairs and Program Managers for their continued support and
vision for innovative social enterprising projects.
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Contracts, Initiatives & Program
Highlights

I AM...

Irvington Youth Leadership Program
Sponsored By

|
p:muca

FAMILY FOUNDATION

Now in it’s second year, “1 Am Irvington”, a Youth Leadership Program (YLP); funded by the Petrucci
Foundation, consists of a cohort of forty or more high school juniors from the Irvington School
District, in Irvington, NJ. The “I AM” Youth Leadership Program (YLP) model is a highly energized
student leadership and job-readiness builder. The program is filled with rich educational and
experiential learning workshops, and a customized curriculum prepared by subject matter experts to
meet the “rigor standards” demanded by secondary and post-secondary educators. Sessions include:
Steps to Attaining Leadership, Team Building, Ethics, Public Speaking and Effective Communication,
Job-readiness, Resume Building, Interviewing Techniques, Career Day with Governmental and
Corporate Representatives and STEM Day, a field trip to the corporate headquarters of AT&T followed
by an overview of career opportunities and executive dialogue and mentorship.

The focus of the program is to improve a student’s ability to successfully function in the 21st
century workforce. Our goals include; improving each student academic awareness and success, job
training, and higher learning opportunities. The YLP offers:

* Leadership and job readiness training

* Life Skills training

* Direct interaction with professionals
from various industries

® Classroom mentorship, role playing, case studies
and interactive activities

* Career development workshops

* A closing ceremony with individual letters
of recommendation and certificates of achievement

Our goal is have YLP emerge as a best-practice example of blended educational and transformational
business competencies that will improve the development of youth participants. The model for youth
training in workforce education, economic development, and social responsibility has been replicated
in schools across the nation. YLP is one example of what happens when you implement a model for
success and combine business practices with traditional education. Moreover, students are provided
direct access to industry professionals. These professionals can address student questions about
future careers and in real time provide feedback on the pros and cons in these industries. This is a
tremendous value for our youth as they chart their path as future leaders.

One of the desired outcomes for participants completing the YLP includes learning how to set and
implement goals for their personal achievement. We hope participants will also give back to their
communities and work to improve their neighborhoods and schools.
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Contracts, Initiatives & Program
Highlights

NJ - Kids4Coding

PR &6 Bristol-Myers Squibb

Based on research, it was discovered that fewer than half of all middle and high school
students in Trenton qualified for Advanced Placement (AP) courses. These courses are
essential for students seeking careers in advanced manufacturing, biotechnology,
computer science, finance, healthcare, and IT—better known as STEM (Science-
Technology-Engineering-Math) related industries. STEM education has become a
pivotal bridge between knowledge and career opportunities for most aspiring student
entrepreneurs. Unfortunately, many of our young and future business owners,
scientists, IT technicians, and engineers may never receive the proper training because
they lack the advanced learning skills often needed to enroll in AP courses.

The African American Chamber of Commerce of New Jersey (AACCN]) realized this
disparity and initiated a “call-to-action” with its corporate partners that would position
Trenton students to compete for future career opportunities.

In partnership with Bristol Myers Squibb, Foundation Academies, and the AACCNJ, a
ten-week, after-school, STEM education pilot-program titled NJ-Kids4Coding was
launched. STEM instructors and business leaders partner to teach and test up-to 30
students on coding applications and ways to apply their new talents in today’s
workplace. NJ-Kids4Coding teaches students in grades 5-8 how to code, enhance their
math skills, and excel in computer science.

The African American Chamber of Commerce would like to thank Bristol-Myers

Squibb for their outstanding community service and philanthropic work in health,
science education, and literacy programs throughout the State of New Jersey.
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Contracts, Initiatives & Program
Highlights

@
First Book
w “Together we have distributed over 230,000

books to low income children throughout

Fﬂ]@ﬁ BOOk New Jersey”.

~ John E. Harmon, Sr., iom

First Book is a nonprofit social enterprise that transforms the lives of children growing up in
low-income communities through equal access to literacy and educational opportunities. We
apply strategies from the private sector to resolve the fundamental social issue of education
inequality. In the U.S. alone, more than 32 million children - 45% of U.S. kids - are growing up
in low-income households.

We launched the program in 2014 at Burlington County College under the leadership of then
Vice President, Dr. Beverly Richardson, who has since retired and remains as our program
coordinator. Dr. Richardson was instrumental in creating a service learning program for
students, a program that has since been adopted by our other college partners. A very important
and added value to our First Book Program is the civic experience that our College and now
High school students receive. Students become very involved in unloading, sorting, bundling
and distributing books to kids in need. These students volunteer 2-6 hours during the week and
receive Service Learning Credits which are earmarked on their transcripts. Students also enjoy
giving back to the community while earning very valuable experiences. Presently, there are
seven (7) community colleges, several food banks, and faith based, community organizations
which serve as our distribution network for books.

Since March 2014, 230,383 books have been distributed in NJ, under the leadership of the
AACCN] and President Harmon. The NJ First Book Program is dedicated to providing brand
new quality books to NJ kids in need. The goal of the project is to encourage student reading in
and beyond the classroom and to establish home libraries for kids who do not own books. This
program is a major ingredient for eradicating illiteracy. Over the years we have successfully
identified a number of critical partners that have contributed to our program. Rochelle
Hendricks, Secretary of Higher Education has been helpful in endorsing the program,
contributing resources and making intreductions to several community college presidents to
secure their participation. Also, Chuck Richmond, Commissioner of the NJ Department of
Community Affairs has allocated the needed resources to ensure that NJ First Book Program is a
success.

“Education is a pre-condition to survival in America today.”
~ Marian Wright Edelman
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Contracts, Initiatives & Program
Highlights

Executive Level & Staff
Development Training Series

African American

CHAMBER OF COMMERCE OF

NEW JERSEY

The African American Chamber of Commerce of New Jersey has developed a
series of customized, industry driven, life long-learning programs to augment
and supplement the training objectives of New Jersey’s workforce and business
community. Each training module is designed to deliver practical skills and
techniques for professional development in various industry clusters.

The Executive Level and Staff Development Training Series (ELSDT) marks the
African American Chamber of Commerce of New Jersey’s evolution and
leadership efforts to support the educational and training needs of its members.
Under the ELSDT banner the Chamber will manage all programs related to
personal and business development which includes: seminars, panel discussions,
and classroom format training.

Each customized training module will meet the training objectives of its
members, employees, and business leaders. Course topics have been developed
through a joint collaboration with employers, AACCN]J’s leadership team, and
volunteer industry experts selected from the Chamber’s diverse membership.

VOCATIONAL

SCHOOL S EShorc

GOAL 2
SKILLS =
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Calendar of Events 2018

Check www.aaccnj.com
for updates on our events!

February 2018
The Eighth Annual Circle of Achievement Awards Gala - 6:00 pm
Location: The Venetian in Garfield, NJ

April 2018

The State of Black New Jersey 2018 Conference - 9:00 am to 3:00 pm

Theme: “Forecasting Education, Employment, and Economic Opportunities for African
Americans Statewide”.

Objective: Foster relationships, obtain perspectives, develop best practices, and form solutions,
which will serve to strengthen our collective efforts to make New Jersey more competitive.
Location: Rowan University in Glassboro, NJ

June 2018

The Eighth Annual Golf Classic - 8:30 am to 6:00 pm

Objective: Foster relationships and provide networking opportunities to attendees
Beneficiary: A portion of the proceeds will benefit AACCN] Youth Educational/Recreational
programs.

Location: Cherry Valley Country Club in Skillman, NJ

August 2018

« »

‘Women Who Empower” Panel Networking Forum — 11:30 am to 2:30 pm

Location: Central Jersey Region

September 2018

The Eighth Annual Business Leadership Conference — 9:00 am to 3:00 pm

President’s Club Breakfast — 7:30 am to 9:30 am
Break Out Sessions (Topics TBD)

Speakers & Panelists TBD

Location: Central Jersey Region

October 2018

The Eighth Annual Corporate Awards Dinner - 6:00 pm to 9:00 pm
Location: The Venetian in Garfield, NJ

December 2018

Annual Year End Reception - 6:00 pm to 9:00 pm
Location: Forsgate Country Club in Monroe, NJ
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AACCN] Events Highlights

Annual Circle of Achievement Awards Gala

The Annual Circle of Achievement Awards Gala is a prestigious, black-tie event held during

Black History month that honors individuals who have attained a prominent level of success
in business, education, politics and entertainment.

Photos below are from previous gala events. Photos are courtesy of Mark Carter Photography and Escarpeta Photographics.
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AACCN] Events Highlights

Annual State of Black New Jersey Conference

The Annual State of Black New Jersey Conference consists of a two-panel discussion with
industry experts on the overall current business climate and critical issues facing black
communities in New Jersey within the workforce, education, and public policy

Photos below are from previous conference events. Photos are courtesy of Mark Carter Photography and Escarpeta Photographics
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AACCN]J Events Highlights

Annual Business Leadership Conference
The Annual Business Leadership Conference is a forum to share information, build
relationships, and foster an environment of strong, diverse businesses to increase contracting

opportunities for African American businesses in both public and private sectors, which will
strengthen New Jersey's economy.

Photos below are from the 2017 Business Leadership Conference. Photos are courtesy of Mark Carter Photography and Escarpeta
Photographics.




AACCN] Events Highlights

Annual Golf Classic

The Annual Golf Classic is an annual networking opportunity which enables the AACCN] to

dedicate a portion of the proceeds to support youth educational and recreational programs.
Photos below are from the 2017 Golf Classic. Photos are courtesy of Mark Carter Photography and Escarpeta Photographics.
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AACCN] Events Highlights

AACCN] Speakers & Dignitaries
The AACCN] would like to extend its sincere appreciation to our speakers and dignitaries this
year. We appreciate your continued investment in the chamber and its members.

Photos below are from various AACCN] events in 201y. Photos are courtesy of Mark Carter Photography and Escarpeta
Photographics.
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Growth & Development

Small Business Bonding Readiness Assistance

Photo Courtesy of Tim Larsen

Governor Christie signed into law 5-123/A-3559 that will
provide New Jersey’s small businesses greater access to
public contract opportunities. Pictured standing L-R
John Harmon, Founder, President & CEO of the
AACCN]J; Senator Joseph Pennacchio, R-26; Eric
Jackson, Mayor of the City of Trenton; Assemblyman
Jamel C. Holley, D-20; and Hosea Johnson, Chairman of
the Board of the AACCN].

“This initiative will lend credibility to the efforts of legislators to increase participation of New
Jersey’s small businesses on public contracts because they will now have access to a mechanism
that will assist these enterprises in obtaining bonding,” said John E. Harmon, founding
president-CEO of AACCN]J, in a news release. “This will be a game changer for small businesses
in our state.”

The Senate Bill S-3064 was sponsored by Senator Joseph Pennacchio, Sen. Ronald L. Rice,
Assemblyman Jamel C. Holley, and Assemblywoman Betty Lou DeCroce.

Gateway Tunnel Project

This $25+ billion initiative will improve transportation efficiency in America’s business
corridor, while producing a significant number of jobs and economic opportunities for the
constituency of the AACCNJ. Representatives from Amtrak, NJ Transit, Port Authority of
NY/N]J, state local and congressional representatives from NY and NJ convened in early

December 2017 for a discussion moderated by John E. Harmon, Sr.
Photo courtesy of Mark Carter Phomgraphy
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Issues, Access & Resolution

The AACCN] worked with Essex and Hudson counties to produce procurement policies and
programs that will expand access to re-occurring opportunities for MBE/WBE, thus improving the
competitiveness of New Jersey’s economy.

The AACCNIJ had dialogue with the United States Department of Transportation in support of United Airlines
application to provide direct flights from Newark, NJ to Havana Cuba. United was successful in its efforts to
provide service to Cuba, and we are grateful to have been able to play a role in this endeavor.

The AACCN] initiated numerous roundtable discussions and business matchmaking sessions
with major public/private businesses that provided AACCN]’s members with direct access to
resources, opportunities, and information for their business growth.

The AACCNJ has regular engagement of Democratic and Republican State legislative to ensure that
New Jersey’s 1.2 African American residents and 66,000 businesses have the required access to ensure
their voices are heard, and a forum is in place to bring resolution.

Passed Legislation:
e  College Consortium
e  Bonding Program
e  Partnership with Opportunity NJ with the following accomplishments: gas tax, earned income
e Tax credit, estate tax, and reduction in sales tax
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The McKinsey report “Re-seeding the Garden State’s economic
growth: A vision for New Jersey” focuses on the New Jersey economy’s
untapped potential and makes four recommendations to spur economic growth
and enable the creation of 250,000 jobs over the next decade. Two of the
recommendations — improving the transportation infrastructure and addressing
workforce imbalances by providing job training — are areas that the Poverty
Research Institute at Legal Services of New Jersey previously has focused on.
The report, however, does not address what other steps and work supports,
including adequate and affordable child care, are necessary to bring the poor
into the workforce. In other words, the report does not articulate how the
growth in the economy will boost actual and real job opportunities, and living
wages, for low income people who are able to work. These are crucial needs.
What we, in fact, have in New Jersey is a divided state: while residents at the
upper end of the income scale have more than recouped the income losses they
suffered during the Great Recession, the lower income groups, and especially
the poor, are still living in poverty.

¢ While median wages have risen for the top 10 percent and the top 25

percent of the workforce, they have declined for the bottom 50 percent
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and, in particular, for the bottom 25 percent and the bottom 10 percent. In
both cases, median wages were below $15 an hour in 2016.

o In New Jersey in 2016, 44 occupations each employed more than 20,000
workers. In total, these 44 occupations accounted for one-half the number
of wage workers in New Jersey. Of these 44 occupations, 19 paid a
median wage that was less than the real cost of living for a single adult in
New Jersey in 2016 — $30,909.

o If we look at the 30 occupations the Burcau of Labor Statistics has
projected to have the highest job growth nationally between 2016 and
2026, ten of these occupations are in the list of 19 that pay a median wage
less than the real cost of living for a single adult in New J erséy.

e We should also point out that the Bureau of Labor Statistics projects a
bifurcated wage force in 2026, with jobs at the two ends of the wage scale

growing by larger percentages than those at the center.

The intractable hold of poverty in the state remains a critical concern to the
Poverty Research Institute. While the official poverty rate has plateaued in the

last few years (decreasing from a peak of 11.4 percent in 2013 to 10.4 percent
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in 2016), this decline should not be considered a moment of respite. Several
critical cautions must be kept in mind. First, we are still at a poverty level
unseen over a period of 50 years; poverty stood at 8.1 percent in 1969. Second,
the poverty rate is still markedly higher than 8.6 percent at the outset of the
Great Recession in 2007. Finally, these official poverty rates do not come close
to exposing the depth of impoverishment and deprivation in New Jersey. In
most cases, the real cost of living (depending on the family size, composition
and county of residence) is as much as 2.5 to 4 times higher than what the
federal government considers to be a poverty income level in New Jersey. For
example, the federal poverty threshold for a three-person family comprising
one adult and two children is $19,318 annually. Based on the Poverty Research
Institute’s real cost of living studies, the same family’s actual
deprivation/poverty seems to occur at 250 percent the federal poverty level,
currently $64,247 annually. This means that in 2016 there were actually about
2.7 million people or one-third of the state’s population effectively living in
poverty — three times more than the federal poverty level. Any policy geared
towards economic growth must consider the plight of so many New Jersey

residents living in poverty.
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Preface

The Great Recession of 2008-2009 left many states, including New Jersey, reeling. And, like
many other states—and the US economy overall— New Jersey has not yet got back to the rate
of growth seen before the global financial crisis. Unlike many cther states, however, we in New
Jersey do have an outstanding opportunity 1o reignite our growth. If New Jersey makes the right
choices now, it can create a future-criented, high-growth economy.

This report is intended to assist New Jersey's leaders in understanding the dimensions of the
state’s economic potential. With it, we hope to provide an objective, non-partisan analysis of the
Garden State’s economic strengths, informed by extensive economic and kusiness data, by
insights from 70 prominent business leaders, and by a survey of the state’s business community.

This report reflects a collaboration between McKinsey & Company's New Jersey and

- Philadelphia offices, its Public and Social Sector Practice, and the McKinsay Global Institute.
McKinsey Partner Mike Kerlin and Senior Partnar Steve Van Kuiken led this research, together
with Tyler Duvall, Paula Ramos, and Zachary Surak —all McKinsey Partners. Lesley Pandey,
a consultant in McKinsey’s New Jersey Office, led the project team, which consisted of
Reinier van der Lely and Gillian Almeida.

We are grateful for the advice and input of many McKinsey colleagues and experts. Michael Delia
Rocca and Sree Ramaswamy provided invaluable guidance throughout the effort. We thank
Geoffrey Lewis, who provided ediicrial support; Jesse Salazar for his help with external relations;
Anna Gressei-Bacharan and Melissa Milstead for their guidance on public sector considerations.
The final report relied heavily on McKinsey Publishing for its production, content, and graphics
expertise. Many leaders in New Jersey have offered invaluable guidance, suggestions, and
advice. We thank them for their willingness to help us shape this research.

With this report, McKinsey hopes to start productive, non-partisan conversations that will lead
to distinctive, lasting, and substantial improvements in the New Jersey economy. No single
institution or sector can make the changes the state needs. It will take dedicated efforts by the
private, sccial, and public sectors—and the involvement of us all —to make the Garden State a
growth leader again.

This work is independent, non-partisan, and objective; it has not been commissioned or
sponsored in any way by any business, government, or other institution.

Tyler Duvall Paula Ramos Steve Van Kuiken
Partner Partner Senior Partner
Washington, DG Surnmit, NJ Summit, NJ

Mike Kerlin Zachary Surak

Partner Partner

Philadelphia, PA Summit, NJ
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In brief

New Jersey has significant economic strengihs, including strong positions in knowledge-
intensive industries such as pharmaceuticals, finance, and technology. It has a highly educated
labor force and a uniquely advantageous location for participating in international trade and
providing logistics services on the Noriheast Corridor. Yet, in recent years, the state has not
translated these advantages into rapid growth. If its private, social, and public sectors address
these barriers to growth and focus on ways to nurture new businesses, New Jersey can build on
its strengths and become a future-oriented, high-growth economy in the coming decade. The
2008-09 recession hit the state hard—GDP declined by 4.6 per cent and employment fell by 4.3
per cent between December 2006 and December 2009. Recovery has breen weaker in New
Jersey than across the nation: US GDP advanced by 1.4 per cent per year from 2005 to 2015, but
growth in New Jersey averaged just 0.3 percent. Growth in both employment and median income
in New Jersey was flat between 2006 and 2016.

This performance can be attributed to four major factors that reduce dynamism in the New Jersey
econcmy and depress growth.

1. New Jersey has relatively few young companies that have grown inio major employers.

2. Aging transportation infrastructure exacts a toll on productivity and high maintenance
costs divert public funds from other uses.

3. Thereis a growing mismatch between the type of middle-skill workers New Jersey has and
middle-skill jobs that employers need tofill.

4, New Jersey has focused business incentives on retaining major employers and therefore |
has created fewer new jobs than states that aim more incentives at new businesses

New Jersey could address these four drags on growth by learning from the best practices of
other states. Some states, for example, have created a more supportive environment for growing
startups into large-scale businesses. New Jersey could invest in improving the quality of its
transportation infrastructure and better manage traffic flows to avoid congestion. To improve
labor-markst matching, New Jersey could emulate other states and work with employers

to create training programs and post-secondary curricula to qualify middle-skill workers for
positions in growing fields such as health care. And the state could seek to get better returns

on economic development programs by focusing on fast-growing young firms and targeting
foreign investors.

New Jersey is well positioned to ride growth trends in several industries where it could build on
established strengths. Examples include biotech, logistics for e-commerce, and cybersecurity.

Woe estimate that by addressing the four factors described above, New Jersey has the oppaortunity
to make up for the growth it has missed out on in the past decade. If the state can keep pace

with the U.S. economy, it can vastly increase economic opportunity in the state. By reaching

the national average for growth, the state will expand its economy by mare than $150 billion and
create more than 250,000 jobs over the next decade.

Re-seeding the Garden State's economic growth: A vision for New Jersey 5
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New Jersey’s economy today

The State of New Jersey has a proud place in the history of the United States. It played a leading
role in the founding of the naticn and was an engine of growth for the economy through much

of the 18th and 20th centuries. It gave the nation Gampbell’s scup, Victor phonographs, RCA
televisions, and the TV dinner. It is where Thomas Edison did most of his work and Albert Einstein
pushed the boundaries of science. ’

In the 21st century, the state retains many of its core advantages. Its @ million people make it the
11th largest state in terms of population and employment. With $508 billion in anrual GDP {in
2015}, New Jersey is the eighth-largest state economy.! New Jersey is No. 3 among the states

in median household income {$68,357 vs. $56,5616 nationally in 2015).2 And it remains a favored
location for major corporations, with 18 Fortune 500 companies headquartered within its borders.?
New Jersey is home to high value-added industries, ranging from pharmaceuticals to information
and comimunication technology, and financial services. According to our survey of business
leaders, New Jersey's highly educated labor force—37 percent of workers have four-year college
degrees compared with 30 percent across the United States—is one of the main reasons to locate
in the state.

New Jersey’s highly advantageous location is perhaps its most enduring economic strength, and
has helped make it a global leader in trade and a critical hub for logistics. The Port of New Jersey /
New York is the third-largest in volume in the country and the largest in the value of goods that flow
inand out. Equallyimportant, New Jersey sits at the heart of the Northeast Gorridor, the densely
populated region that extends from Boston to Washington DC and generates 22 percent of US
GDP. This gives New Jersey proximity to large markets, innovation clusters, and robust supply
chains.

However, in the 21st century, these advantages have not generated strong growth (Exhibit 1)..

A decade after the onset of the global financial crisis, New Jersey’s economy is still struggling

to grow. State GDP grew by just 0.3 percent on average, from 2005 to 2015, compared with 1.4
percent for the United States overall. Out of 19 leading industries in New Jersey, 16 grew at rates
below their industry's national average from 2010 to 2015. And, although the median household
income in New Jersey remains high, it is barely growing, and total employment was nearly flat from
- 2005 1o 2015, Critically, New Jersey continues to lag the rest of the United States in productivity
growth, a trend that began in the mid-1990s and acts as a drag on the state’'s GDP.* Atthe same
time, the cost of doing business has risen faster than the nationel average and in surveys, the state
consistently ranks in the bottom quartile. In 2016, CNBC ranked New Jersey 42nd out of 50 states
in business friendliness because of its complex regulations.®

* The overall picture is one of great potential that is currently tempered by weak economic
dynamism. Other states have been able to tap new sources of growth and have made their
economiés more attractive to investors in the past decade through investments in infrastructure
and training, for example. But little has changed in the New Jersay economy in the past decade.

We identify four major factors that limit dynamism in the New Jersey economy and depress
growth. First, New Jersey has relatively few young companies that have grown into major
employers (with more than 500 employees). New Jersey has about as many startups as other
states, but fewer of them scale up into large businesses. Dynamism is also inhibited by New
Jersey's aging infrastructure, which exacts a toll on producitivity, raises the cost of doing business,
and diverts public funds from uses that might generate more growth,

1 Bureau of Economic Analysis.

2 American Community Survey, US Census.

3 Eric Strauss, “19 New Jersey companies make 2015 Foriune 500 list,” NJ Biz, June 4, 2015,

4 The US Economy: An agenda for inclusive growth, McKinsey Global Institute, November 2016.
5 America’s Top States for Business 2016: A scorecard on state economic climaie, CNBC.com
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Exhibit 1 New Jersey has been trailing the US economy since the 1990s

NJ GDP gfowth has trailed the US in GDP growth ...

GDP in $US bin, Chained to 2009 §

memuens New Jersey

USA
... as well as in employment growth .
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Further exacerbated by below-average productivity growth...
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1 Productivity is measured as Real GOP (at chained 2009 US$) / employment

SOURCE: SEA, BLS, Muody's analytics

Third, New Jersey has a significant labor-market mismateh between demand for middle-skill
workers and the supply of workers with appropriate skills. Finally, New Jersey's efforts to spur
growth through tax breaks and other incentives for employers to locate or remain in the state have
not been as effective as similar programs in other states; New Jersey has been good at retaining
existing employers, but other states do more to attract fast-growth companies.

Growing young businesses: Young, fast-growing firms create most of the jobs in the
United States. In New Jersey, only 5 per cent of companies with 500 employees or more

are less than 10 years old, compared with 11 per cent across the United States. New Jersey
attracts less venture capital per capita than peer states with similar types of economies. And
some other states have created better environments for fast-growing young companies by
improving access to capital through angel investing credits, setting up business incubators,
and helping firms navigate state and local regulations. o '

Improving transportation infrastructure: Aging transportation infrastructure and
congestion are a drag on productivity, raise the cost of doing business, and restrict worker
mobility across the region. Congestion and poor road conditions cost New Jersey motorists
an estimated $5.2 billion & year in time, wasted fuel, and repairs.® To help address the
infrastructure problem, New Jersey could consider shifting more funding to long-term
improvements, adopting methods for optimizing infrastructure spending, encouraging transit-
oriented development, and taking additional steps to rebalance traffic flows.

6 Report Card for New Jersey's Inirastructure 2018, American Society of Civil Engineers, 2016.

Re-seeding the Garden State’s economic growth: A vision for New Jersey
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»  Addressing workforce imbalances: The skills of the labor force in New Jersey are not
well aligned with demand. There are more high- and low-skill workers in New Jersey than
employers need, and more middie-skill jobs than qualified middle-skill applicants. The
economy has shifted successfully from a heav'y reliance on traditional manufacturing to
services and advanced manufacturing (pharmaceuticals, for example), but relatively few
of New Jersey's middle-skill workers (with less than a four-year post-secondary degree)
are qualified for the middle-skill jobs that are availzble today, such as health technicians,
construction service workers, heavy vehicle maintenance, and retail managers. This shortage
is exacerbated by the outmigration of young millennials from New Jersey, including many
middle-skill workers. New Jersey could increase the supply of “job-ready” middle- skill
workers by expanding access to vocaticnal training, partnering with companies to tailor
college curricula, and putting in place other measures to train workers in skills demanded by
the privaie sector.

= Tailoring incentives for growth: New Jersey's capital outtays (for building construction,
land alterations, and infrastructure expansion, etc.) and business development efforts have
had relatively modest impact on growth. New Jersey pays ~5x more for each job affected and

. ~Bx more per dollar of investment atiracted than peer states. Over 80 percent of incentive

deals are geared to older domestic companies, even though younger firms and foreign
companies, on average, invest more capital in operations and create more jobs. Other
states have gotten higher returns by continuously monitoring the economic gains from their
investment, enforcing claw-back provisions for incentives that do not produce returns, and
focusing investment in industry clusters where young companies can blossom.




Unleashing growth enablers in
New Jersey

If addressed forcefully, each obstacle New Jersey faces could be turned into an enabler of
economic growth. For example, by better nurturing fast-growing companies, New Jersey could
benefit from similar levels of job creation that other states get from start-ups. Modernizing
infrastructure could speed up commerce and raise productivity. Efforts by companies and the
education system to train middle-skill workers for jobs that are in demand could help to raise
employment and accelerate growth. And New Jersey could improve the impact of its investments
in growth, such as tax incentives for companies locating operations in the state. All these things
can happen in New Jersey.

Here we look at how the four major factors inhibiting growth can be turned into growth enablers if
New Jersey follows the lead of other states and applies its own best practices more broadly.

We believe that by building up these growth enablers, New Jersey has the potential to make

up for a decade of growth that trailed the national average. if the state can keep pace with the

U.S. economy, it can vastly increase economic opportunity in the state. By reaching the national
average for growth, the state will expand its economy by $170 billion and create 250,000 jobs over
the next decade. Below we lay out the factors that have held our growth and employment back in
the past and the ingredients that can push us ahead in the future.”

Growing young companies

Young, fast-growing companies are an important enabler of growth. Across the country, startups
and other small firms are the largest net job creators, according to US Census data. And wherever
they thrive, young companies also generate demand for business services and contribute to a
more dynamic business environment. The rate of business starts in New Jersey is comparable to
the US average, but New Jersey attracts less venture capital per capita than peer states.® And
fewer fast-growth companies grow into major employers in New Jersey; only 5 percent of New
Jersey companies that are 10 years old or younger employ 500 or more workers, compared with
11 percent across the United States (Exhibit 2).

Exhibit 2 New Jersey has fewer fast-growing, young companies

2014 share of total companies by age and size
Percent, 000s of firms

0-10 years old >10 years

Smail
{0-99 ]
employeas)

Madium
£100-498
employees)

500+
ampioyees]

: has approx:mateiy ha[f the share of young

SOURCE: US Census Business Dynamics Statistics

7 Forecasted growth rate of New Jersey GDP is based on Bureau of Eccnomic Analysis estimate; Pitchbock.com
8 Best States for Doing Business, Forbes.com, 20186.
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Exhibit 3 Young companies have been the net job creators, across the US and in New Jersey

Net job creation by age of firm
% growth in total employment, 2004-2014

New Jersey . - USA

Young companies

0,
(0-10 years) 15%

17%

Old companies

_190,
(>10 years) 12%

-5%

SOURCE: US Census Business Dynamics Stalistics

The lack of fast-growing young firms—and the higher proportion of older corporations—has

been a factor in slow growth in New Jersey. Few mature businesses grow faster than the overall
econcmy and large companies generally create relatively few new jobs, but young companies
can double in size in a year or two and may be adding jobs for many years to keep up with growth,
In New Jersey, employment in companies less than 10 years old grew by 15 percent from 2004 to
2014, somewhat below the US average, while employment in companies aged 10 years or older
fell by 12 percent—far more than the US average (Exhibit 3}.

States that have many large-scale young businesses have done more to support startups,
including by providing a more attractive overall business environment. In national surveys, New
Jersey ranks relatively poorly on metrics such as regulatory environment and cost of doing
business. For exampls, it was ranked 48th in cost of doing business by Forbes because of labor
rates, energy costs, and taxes. New Jersey also has been less successful than other states

in landing federal small business funding; for example, it only received $32 per capita in Small
Business Innovation Research awards from 2010 to 2015, compared with $214 per capita in
Massachusetts.®

“The entrepreneurial  Toturn this around, New Jersey could look to the experience of other states that have created
ecosystem is weak an environment in which young companies thrive and grow large. This might involve action ona

. number of fronts, which could range from creating access to financing to helping in regulatery
in New Jersey. compliance.

Although there are

.g ® Incubators and other support services. Some states encourage home-grown startups
some incubators, and attract entrepreneurs by supporting incubators. New Jersey has only 15 incubators and
accelerators and business accelerators, compared with 375 in California and 179 in New York.™® Maryland

. works with the University of Maryland to create incubators with state-of-the-art facilities and
co-working spaces on-site business services. Through Maryland’s overseas economic development arm), the
they are not on par incubators are connected with joint ventures in China, India, Russia, and other countries.
with other places =  Finance. Today, New Jersey is atiracting 2 moderate amount of venture capital— $1,493
—Technology executive per capita from 2010 to 2014." That is far below the $9,347 of Massachusetts, and 20
percent below New York’s $1,863. Access to early-stage capital is also critically important for
encouraging startups. Tennessee, for example, recently launched an angel investor tax credit
{see Box 1. How Tennessee supports fast-growing companies).

- 9 SBIR/STTR Pregram, US Small Business Administration (3BA), www.shirgov.
10 Pitchbook
11 Pitchbook

10 Re-seeding the Garden State’s economic growth: A vision for New Jersey
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“There is no easy way
to get to our gffices
Jrom New York City
and it is very difficult
for me to do site visits
given the congestion
in Northern NJ”

—-Retail executive

12

= Regulation. As noted, in national surveys companies rate New Jersey poorly for its regulatory
system, which is regarded as highly complex. There are more than 500 municipalities, each
with its own rules for zoning and business regulation as well as county and state regulations.
The process of getting approvals can be daunting for a young company. New Jersey could
consider specific initiatives to ease the way for growing companies, such as providing
assistance to help young businesses navigate the regulatory system. In New York, Indiana
and other states, public-private partnerships (PPPs) have been established to assist small
businesses in the regulatory process and expedite approvals for new buildings or licenses.
Some states offer such assistance from state agencies. Other states have launched efforis to
streamline regulatory processes specifically to help young businesses.

Improving infrastructure

New Jersey has extensive transportation infrastruciure, but it is also the most densely populated
state and its roads are highly congested, impeding commerce, limiting productivity, and exacting
a high cost on the state and its residents. High density is the result of New Jersey’s unusual
geographic situation: it is part of two large metropolitan areas (New York and Philadelphia)

that are only about 80 miles apart. in 2014, the New York-Newark-Jersey City metro area had

the highest congestion costs in the nation, at nearly $15 billion, and the Philadelphia-Camden-
Wilmington metro area ranked eighth nation-wide, at $3.7 billion."? The congestion problem could
grow worse if, as predicted, traffic volume in New Jersey increases by 15 percent by 20302 As

in comparable states, such as Massachusetts and Maryland, traffic growth is occurring almost
entirely in already-congested areas. In New Jersey, this could mean even longer traffic jams
around New York and Philadelphia. )

- New Jersey drivers already lose an eétimated $5.2 billion per year to congastion in wasted

fuel and lost time.* Businesses lose an incalculable amount of productivity to delays in moving
supplies, goods, and personne!. And congestion ranks second only to the high cost of doing
business as the reason companies cite for not locating to or expanding in New Jersey; business
leaders rank New Jersey 44th among states for infrastructure quality.

The cost of congestion is only one way that aging infrastructure hoids New Jersey back. Two-
thirds of New Jersey's roads are in poor or mediocre condition and 36 percent of its bridges are
structurally deficient or functionally obsolete. The average New Jersey motorist spends $601 a
year on vehicle repairs and additional operating costs caused by poorly maintained roads, more
than any of its peer states (Exhibit 4). The average bridge in New Jersey is 51 years old compared
with 43 years old across the country (most bridges have a useful life of 50 years).¥®

Aging bridges and highways require continuous repairs, adding to congestion and consuming a
large share of New Jersey’s transportation funding. New Jersey disbursed $306,000 per state

* controlled lane mile in capital and bridge spending, maintenance and administrative expenses in

2013, compared with $113,000 in New York and $50,000 on average per state nationwide.1®

With budget constraints, New Jersey has concentrated on repairing old roads, leaving limited
funds for the new construction that could help address the long-term challenge. Spending for
road operations and maintenance rose by 68 percent from 2010 to 2014, while spending on
capital construction dropped by 37 percent from 2010 to 2013, before turning up in 2014.7

Tackling infrastructure takes a sustained efiort and considerable investment. New Jersey is
already working on the challenge. In 20186, the State legislature did pass a 23 cents per gallon hike
in gasoline tax—the first increase in 28 years—which is expected to generate $32 billion for the
State's highway trust fund.”®

12 American Community Survey, US Census.
13 Report Card for New Jersey's Infrastructure 2016, American Society of Civil Engineers, 20186.
14 Ibid.
15 Ibid
16 22nd Annual Highway Report, Reason Foundation, 2015.
17 The Cost of Roadway Construction, Operations and Maintenance in New Jersey, Rutgers University, 2016
18 Palrick McGeghan, “New Jersey Will Increase Gas Tax 23¢, Ending Long Political Stalemate,”
The New York Times, September 30, 20186.
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Exhibit 4 Poor road conditions cost the average NJ driver more than $600 a year
Road and bridge infrastructure of peer states, 2013

Vehicle repairs/operating costs .
due to driving on roads in need Roads in poor/mediocre Structurally deficient/
of fixing, $US per driver condition, % functionally obsolete bridges, %
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SOURCE: Federal Highway Admrmstrahon (Transportation.gov), ASCE infrastructure report card (2013)

Asitincreases efforts to upgrade transportation infrastructure to reduce congestion, New Jersey
can look to successful efforts in other parts of the country. These efforts generally fall into two
categories; optimizing infrastructure spending to get the most value out of investments in new
capacity and rebalancing traffic flows to reduce congestion. If New Jersey decides to attack
congestion on multiple fronts, it can look to models such as Chicago’s GO TO 2040 plan as it
considers a comprehensive plan for creating modern, efficient infrastructure (see Box 2, next
page, Chicago’s road to the future is paved with data}.

»  Optimize capital spending. Infrastructure is costly to build and maintain, but there are

proven ways to raise the productivity of infrastructure investment by up to 60 percent. The
McKinsey Global Institute has identified a series of steps that states can implement to stretch
infrastructure dollars, including optimizing project portfolios to prioritize investments that have
the greatest benefits, streamiining delivery to save time and money, and make the most of
existing infrastructure rather than investing in new infrastructure.'?

Rebalance traffic flows. Around the world, cities and nations have worked to reduce
highway congestion by finding ways to reduce demand on highways. These sfforts include
investments in new rail lines (passenger and freight} as well as incentives to choose non-
automotive transportation such as congestion pricing. In Europe, for example, the Gotthard
Base Tunnel in Switzerland reduced road congestion by completing a rail link that extends
from the port of Rotterdam to Genoa. The tunnel, which opened in 2018, is expected to shift
goods being transported by more than a million trucks annually to rail transport. In the United
States, Amirak is planning a new high-speed rail service along the Northeast Corridor, which
would take some of the burden off New Jersey highways. Having said that, those trains are not

_ gxpected to run before 2040.

19 Infrastructure productivity: How to save $1 trilion a year, McKinsey Global Institute, January 2013..
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Congestion pricing can offer a lower cost and faster way to fight congestion. Motorists pay a
premiurm to enter certain high-congestion zones or to trave! during rush hours. London is one of
the major cities that has successfully used congestion pricing, albeit not without criticism. After
congestion pricing was introduced in central London in 2003, travel delays were reduced by

25 percent and traffic speed increased by 30 percent. But congestion pricing is a controversial
policy to implement and has not been widely embraced in the United States.

Introduce transit-oriented development. Developing new housing, shops and offices around
existing commuter rail lines is a way to cut congestion and improve neighborhoods. Typically,
transit-oriented development raises real estate value in the surrounding areas. In places such as
Hong Kong, the government has helped fund development through "betterment” assessments,
which are levied on nearby property owners to capture some of the windfall.?® Still other value-
capture schemes can also be used to get private capital to fund new transit stops that will be the
center of development. Transit-oriented development can also help address high housing costs
through “inclusicnary” zoning, which requires residential projects to include some percentage of
affordable units.®

Addressing workforce imbalances

The executives we surveyed cite the highly educated labor force as the second most important
reason for locating to New Jersey. However, there is a growing mismatch between labor supply
and demand. As employment in New Jersey has shifted from manufacturing to services, the state
has developed a shortage of middie-skill workers with the skills needed in today’s economy and
a surplus of workers at the high and low ends of the skills spectrum. There is a growing need for
middle-skill workers {with high school and some college education) in jobs such as healthcare
{health technicians), construction services, heavy vehicle maintenance, and retail management,
which the New Jersey labor market has trouble filling.?

This imbalance affects growth. As in other states, New Jersey's surplus of low-skill workers leads
to relatively high levels of unemployment for people with no more than a high school education.
The oversupply of high-skill workers with college or graduate degrees leads to unemployment

as well as underemployment—high-skill workers accepting jobs below their skill levels. Between
these two groups are middle-skill workers, who are in short supply. According to the National
Skills Cedlition, an estimated 53 percent of all jobs in New Jersey in 2015 were appropriate for
middle-skill workers. Furthermore, 50 percent of all job openings between 2014 and 2024 are
expected to be middle-skill jobs. However, middle skill workers represent only 37 percent of the
labor force in New Jersey

In almost every industry, the shortage of middle-skill workers is an issue. This is likely the result
of the shift in the type of industries in the stale and changes in the types of skills needed within
industries. While manufacturing, which traditionally employed middle-skill workers, went from
employing 23 percent of the New Jerseay labor force in 1990 to just 6 percent in 2014, healthcare
employment has gone from 6 percent of all jobs o 14 percent (Exhibit 5). Also, jobs that once
could be filled by anyone with a high school education now require higher skills, including
proficiency in analytics, communication, presentation, and computer programs. In health -

- information management, for example, employers seek workers who have both [T backgrounds
and are trained in customer service.

The shortage of middle-skill workers can be traced to several factors, including the rising share of
New Jersey students who complete college degrees and the outmigration of millennials. In 2015,
more than 85 percent of the people leaving New Jersay were in the millennial age bracket (aged
18 10 35 in 2015). The outmigration rate for millennials is six times that of any other age cohort
and it is particutarly high among the youngest members of the group (18- to 24-year-olds), which
includes college students who leave and do not return after graduation. Overall, middle-skill and
high-skill millennials are the most likely to leave, contributing to the mismatching for middle-skill
positions.

20 A blueprint for addressing the global affordable housing chafienge, McKinsey Global Institute, October 2014,

21 lpid.

22 Fer more an middle-skill employment trends, see Digital America: A tale of the haves and have-mores, McKinsey
Global Institute, December 2015.
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Exhibit 5 Employment has shifted from manufacturing to services such as healthcare

Breakdown of New Jersey employment by industry, 1990-2014 I Relatively I Relatively 1 Relatively
% of total-.employment, 000s of employees declining sectors growing sectors unchanged

100% = 3,061 _ 3,995 3,848 3,963

Other
Construction———
Tranportation and warehousing ;
Other services '
Finance and insurance

Wholesale trade

Manufacturing

Admin; support; waste
Professional Services
Accomodation and food

Retail

Healthcare

Government

1990 2000 10 2014
SOURCE: Mooady's Anelytics, US Bureau of Laboer Statistics

The only bright spot is an inflow of college-educated 31- to 35—ye_ar—olds, who come to New
Jersey for high-level jobs (Exhibit 6).

Another factor contributing to the skills mismatch is the shortage of training opportunities to
prepare middle-skill waorkers for taday’s economy, which is a nationwide challenge. The United
States spends considerably less per capita on vocational training and apprenticeships than other
advanced sconomises. "Earm while you learn” apprenticeships, which are widely used in countries
such as Germany, help workers build credentials that make them far more employable, without
accumulating excessive student debt.

The share of students in apprenticeship pragrams in the United States is much lower than in
Germany, although it is growing through state-level programs and federal initiatives such as
the Virginia Regisiered Apprenticeship Program.? Germany’s dual system of education—with
students working part-time and attending school part-time—combines high-quality vocaticnal
training with apprenticeships in nearly 350 nationally recognized occupations. These programs
are closely aligned with the secondary and post-secondary education system. The German
approach requires private-sector investment, but participating companies are rewarded with a
well-trained talent pool. Most of the dual-system training in countries such as Germany, Austria,
and Switzerland is provided by companies.

The United States trails other advanced economies in apprenticeship enrollment rates and New
Jersey trails the rest of the country. In New Jersey, only 0.15 percent of the employed population
was in an apprenticeship program in 2016, compared with 0.26 percent across the United
States.® New Jersey also lags other states in other types of support for middle-skill workers,
such as integrated education and training programs, financial aid for cccupational training,

and “stackable” credentials that employees can build up over time. New Jersey also lacks a
comprehensive program to coordinate efforts to train and employ middie-skill workers.

23 Game changers: Five oppoariunitias for US growth and renewal, McKinsey Global Institute, July 2013
24 ApprenticeshipUSA. US Department of Labor Registered Apprenticaship National Results Fiscal Year 2016
(10/01/2015 to 9/30/2016).
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Exhibit 6 The majorify of millennials leaving NJ are middle- or high-skilled

Net migration of people in New Jersey that changed states/countries in 2015, 000s by age and education attainment
Negative values represents a net out-migration (mare people leave than enter the state}

Age Low-skilled: High ~ Medium-skilled: Some college High-skilled: Bachelor,
group schoo! degree or less education or credentials Master, Doctor degree

18- 30 22 S

Millennials

31-35

36 -59

Other (under 17
and over 60}

1
N

gy

Non- Millennials

Total

1 Includes middle-skilled workers with Associate’s gredentials, GED or alternative credentials or 1 year or more of coliege education
SOURCE: Census, American Community Survey

Other states have addressed the skills issue in the middle of the labor market with a variety of initiatives. Typically, these

efforts invelve partnering with the private sector to identify high-growth areas that will generate middle-gkill jobs, defining

skill requirements for high school and post-secondary curricula, and collaborating on skills training. Some states also have
established incentives for employers that invest in training that elevates low-skill workers to middle-skilt status, Pennsylvania,
for example, identified 12 industry clusters and partnered with companies, focal workforce development agencies, educators,
and nongrofit groups to educate, train, and employ residents in middle-skill jobs. North Carolina has created consortia with
community colleges that allow students 10 earn an associate’s degree and a “journeyman” certificate in a middle-skill specialty.
Maryland created a state-funded grant program for workforce development that focuses on training outside of traditional
educational and training institutions {see Box 3, Moving training beyond the class rcom in Maryland).

Tailoring incentives for growth

All states make investments to support economic growth. These range from investments in physical infrastructure—building
new highways, schools, sewers, and storm drains—to providing tax cuts to attract firms to the state, to sending development
officials to trade fairs halfway around the globe to find foreign investors. The State of New Jersey puts a great deal of effort into
economic development programs to attract new businesses and help existing businesses thrive. However, these programs
are typically less productive than they have been in many peer states.

In terms of capital investment, New Jersey is not putting as much into physical assets as other states. It lags the US average in
terms of capital outlays for construction and for the purchase of buildings, equipment, and land, as well as in spending for major
alterations. Its investments in new capital projects have trailed the national average since 2000, when the state spent about 1.4
percent of GDP on capital investments compared with more than 2.1 percent across the country, Overall, New Jersey allocates
only 7.7 percent of state and local spending to capital outlays, compared with 9.9 percent, on average, across the 50 states.®

Second, New Jersey gets less return on the incentives it provides to attract and retain companies. Like other states, New
Jersey offers tax discounts, grants, loans, subsidies and other incentives to convince companies to create jobs and invest
capital. On average, states spend 40 cents for every dollar of corporate investment they induce through incentives such as
tax abatements. Between 2010 and 2016, New Jersey offered $1.80 in incentives for every dollar of capital spending by the
companies it targeted.?®

25 2015 Annual Capital Expenditures Survey, US Census Bureau, February 8, 2017; IncentivesManitor - WAVTEQ (www.IncentivesMonitor.com); f's
Time for States fo Invest in Infrastructure, Center on Budget and Policy Priorities, February 2016
26 Based on data ¢ollected from IncentivesMonitor (www.IncentivesMonitor.com)

Re-seeding the Garden State’s economic growth: A vision for New Jersey 17

Ly



e 'g'jolassroom |n I\/Iaryland

g }assretanoe to regronal workforce tramrng partnersths' |

o ?around the state. anh partnershrp is made up

. = plpelrne neede for employers in the area (the relevant
_skrlls needed by entry _[evel_workers) then apply for
- implementation grants to fund training programs. So

-~ far, 40 mplementa’rron grants have been awarded and

g 'more than 650 busmesses have oontrrbuted to program

B Statee More than 1 400 etudents have completed

B Besssding tha :

g B e VA DO T

- : ‘entry Ievel trarnrng and 3, OOO workers have reoeived

: 7;';.Employment/:\dvanoement R'ight Now (EARN):iS'a - o



In total, New Jersey's incentives represent 0.33 percent of state GDP, compared with 0.03 percent in New York, which paid

25 cents for every dollar of new private investment. A similar pattern is seen in incentives to bring new jobs to the state or to
keep existing jobs in New Jersey. Between 2010 and 2016, US states paid about $69,000 on average per job attracted through
sweeteners such as tax breaks, grants, loans, and subsidies. New Jersey, meanwhile, pays as much as $162,000 per job. For
jols retained, the US average was $48,000 (Exhibit 7).

_ Exhibit 7 NJ pays more than 5 times as much as peer states for every dollar of investment
it attracts and for every job created or retained

Incentive deals?, 2010-2016

Incéntive spend Incentive paid
Incentive paid as a % of GDP {o capex Incentive paid Incentive paid
Destination per deal 2015 spend as attracted ratio? to job created? to job retained?®
State Average US$ min % of 2015 GDP Average $ Average $000s Average $000s
T
Connecticut 1 0.06
3
Pennsylvania % 1 :0.02
i
New York 10.03
Massachuselts | 0.01
Virginia 1 0.01
Usa 6

i Examples of incentive deals include tax discounts, loans, grant, subsidies

2 Calculated on all deals with investments over 50

3 To caleulate averages, a deal is classified as “job created” when mere jobs were created than retained, 2 deal is classified as “job retained” when mare jobs were retzined than created
30URCE: IncentivesMonitor, BEA .

New Jersey's returns on incentive deals are likely skewed by the large proportion that are done with older firms, which generate
tower returns than investments in fast-growing young companies. Between 2010 and 2015, less than 20 percent of incentive
deals to create or retain jobs in New Jersey went to young companies (less than ten years old). It cost New Jersey $174,000

for each job created or retained by an old firm, compared with $110,000 per job in companies younger than 10 years. Some
owners of young companies who responded to our survey cited complex processes as a barrier to seeking incentives.

Another area where Mew Jersey might want to place additional emphasis is in attracting foreign direct investment. New
Jersey's location makes it a good choice for global players and it already gets a dollar of investment for a dollar of incentive
offared to foreign companies, compared with $1.80 for every dollar of capital spending by a domestic company. it pays
$119,000 for each job created in an FDI deal, compared with $197,000 for each job created by a domestic company.

How could New Jersey improve its investment returns? It does not have a rigorous program to regularly evaluate the effectiveness
of tax breaks and other incentives. In 2013, the legislature passed a law commissioning Rutgers to conduct a one-time study of
the efficacy of tax incentives, which is due outin 2018. However, the same bill led to an increase in incentive spending.®”

Meanwhile, other states are increasing scrutiny of incentive programs. Virginia, for example, tracks all its investments and
calculates an ROl on incentive deals over the years (see Box 4: How Virginia boosts ROl on investments in growth). Working
with the Pew Charitable Trust, 22 states and the District of Columbia have enacted laws requiring regular and rigorous review
of tax incentives and economic development programs. Ohio uses an impact-driven evaluation system and targets investors in
specific industries that are important to the state, such as aerospace and chemicals. In Toronto, the focus is on companies that
can strengthen industry clusters in growth areas such as digital media.

27 How stafes are improving tax incentives for jobs and growth: A national assessment of evaluation practices, The Pew Charitable Trusts, May 3. 2017.
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Building on New Jersey’s sector
strengths in a changing economy

In addition o putting in place enablers such as infrastructure improvements and skills training,
New Jersey could encourage growth by building on current strengths and riding important trends
in the national economy. As an exercise, we locked for examples of sectors that might hold
particular promise. First, we looked at the five major industry clusters in the state: information

and communication technology (ICT), pharmaceuticals and medical equipment, logistics and
wholesale trade, chemicals, and professional services. Then, by mapping these clusters against
a list of industries that are undergoing rapid change because of technological disruption, three
growth opportunities were identified that could be particularly promising for New Jersey.®

By highlighting these three examples—iogistics and wholesale trade, pharmaceuticals and
biotech, and cybersecurity-we are not attermpting to pick “winners and losers.” The New Jersey
growth agenda should be broad-based and statewide to succeed. However, these industries
reprasent some of the clearest opportunities for immediate results (Exhibit 8).

Exhibit 8 Examples of industries that are p0|sed for growth and where New Jersey
has advantages

: oglsttcsiwhotesa[e tracfe é Biotech -: Cybersecurity
Shift In customer preferences Top 15 PharmaCos by pharma sales Cyber breaches have increased dramatically
towards shorter delivery times, % 2015 in USD billions Number of breaches!
70% would M Presence in N2
prefer
cheapest form @
of delivery 5% would pay mare for & wavarnis

reliable, timed delivery

Pache
SANOFI 704
1 MERCK i
Tt
gcfmmmg_c-’mm )
) GILEAD 2008 09 10 11 12 13 14 2015
@ .. and the # of records lost is increasing
4 Number of records lost, in hundred thousands?
" 2% would pay more for Astrzomees
instant delivery ohbvie

Central location within NE cortidor
Area that can PE-<2hrs Biotech products within Top 100
be reached within same day (11 hrs) praduct sales, % of total
L : T # Conventionall unclassified

M Bictechnokgy

200806 07200809 10 11 12 13 142015

Universities with Cyber degrees

10 NJ universities have cyber related

programs and 5§ NJ universities have

] ] 1 cyber degree programs, providing talent
2008 15 2020P pool for growing cyber companies

1 Average of breaches reported by: Identity Theft Resource Center, Privacy Rights Clearing House, and Risk Based Security. US focused
2 As reported hy Privacy Rights Clearing House. US focused

SOURCE: N Departrnent of Labor & Weriforce Development, Quarterdy Census of Employment and Wages, 2010 - 2015 Annual Averages; Evaluate Phamma

28 For more on the "pillars” of growth in the US economy, see
The US Economy: An agenda for inclusive growth, McKinsey Global Institute, November 2016,
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Logistics and wholesale trade

As noted, New Jersey's location has already made it a strong player in logistics. It has the
second-largest port on the east coast, which handles imported goods from all over the world.
Newark Liberty International Airport is the 14th busiest air freight facility in the United States and.
has FedEx's third-largest hub. New Jersey is centrally located on the Northeast Corridor, which
enables it to be a distribution point for reaching large population centers and it has extensive rail
and highway networks. Now, New Jersey has the opporiunity to capitalize on changes in logistics
that are driven by new technologies and consumer preferences.

The most far-reaching change in logistics is the increasing focus on “last-mile” delivery, which is
the result of the shift to e-commerce. Consumers are making more purchases online and expect
next-day delivery. In the case of groceries — a growing ecommerce category — same-day delivery
is required. Business customers also expect rapid deliveries and the emergence of additive
manufacturing technology will mean shorter lead times and more dispersed manufacturing, both
of which put pressure on logistics suppliers to provide rapid last-mile service.

Logistics technology is also evolving to mest new challenges and improve the overall
performance of distribution systems. These range from autonomous vehicles - including self-
guided container ships and airborne drones — to artificial intelligence software that can optimize
schedules. Innovations such as self-driving delivery vans with lockable bins could be used for
grocery delivery and flying drones are being introduced by Amazon and DHL for use in package
delivery. New Jersey could be an ideal market for such approaches, which need high population
density to succeed economically {Exhibit 9).

Exhibit 9- In logistics, New Jersey can benefit from customer demand for rapid delivery

Delivery model customer preferences, % Available delivery options, by density of locale

70% would B2C
prefer cheapest Re .
: gular  High
form of delivery 5‘%.; would.pay more for parcell reliability Same day Instant B2B
reliable , timed delivery L B ,,,( e
s o Drones (same day, if
Rural areas fulfilment times. -
Density of feasible) ’
<50,000 - = Fulfillment
inhabitants (V] ' “ke'Y_QIOt
= possible
, AT | : at
2% would pay more for Urban areas Autonomous ground vehicles with  economi-
instant delivery . ke - ? ith foday’ .
Density of lockers (e-grocery with today's cal cost Today's
50,000- delivery model) levels  delivery
= The rapid growth of e-commerce and 1 millicn T ' maodel
consumer demands for faster parcel inhabitants :
delivery and new technologies such as .
autonomous vehicles make proximity to Droids.or :
large population centers even more Urban areas " bike . | :
important. Density of couriers - _
i . e >1 milliort ; I
» New Jersey's prime location positions it to inhabitants _ W
benefit from these shifts @@ ,

1 Parcel delivery between one day after drop-off and four days after drop-off

SOURCE : Mckinsey & Cao, Fulure of Last Mile Celivery, How consumer demands are reshaping last mile delivery

Additional innovations in logistics include Internet of Things senscrs to manage the flow of goods
through warehouses, shipping, and delivery, as well as new kinds of packaging that improve
packing efficiency. Robotics will also play a role in next-generation logistics, as will new software
systems that can orchestrate all the elements that move items through global, regional, and local
networks.
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New Jersey could support the development of advanced logistics in a number of ways. Other
states have offered targeted and temporary tax incentives to strengthen certain sectors of their
economies. If it chose to follow those examples, New Jersey could for instance consider special
incentives for investment in new logistics technology and university-industry consortia fo help
develop and implement new technologies such as robots and autonomous vehicles.

Pharmaceuticals and biotech

New Jersey has a high concentration of US and global pharmaceutical and life sciences
companies and has benefitted from the success of the industry over many decades. Today,
however, the industry is moving in ways that will only fully benefit New Jersey if the state can
position itself to participate more fully in high-growth subsectors, suich as bictechnology.

The life sciences sector is undergoing structural and technological change. Globally, growth is
shifting to emerging markets and, while subsectors such as biotech and generics are outpacing
the overall industry, “big pharma” companies that develop and market branded pharmaceuticals
have shrunk as a share of the industry. In New Jersey, this pattern is reflected in sector
employment: overall employment in life sciences declined by 10 percent from 2010 to 2015, while
employment grew in biotech.?®

Because of its large pharmaceutical cluster and its wealth of scientific and life sciences talent,
New Jersey is well-positioned to benefit from the growth in biotech, which is driving innovation
inlife sciences. New Jersey has five research universities, 13 teaching hospitals, and four
medical schools. In 2014, New Jersey companies had more than 1,000 new medicines under
development and, in 2015, 16 of 27 drugs approved by the US Food and Drug Administration
came from companies with significant New Jersey footprints (Exhibit 10).

Exhibit 10 New Jersey has a strong innovation ecosystem for biotech g position vs. peer states
Strong
(O Medium
Weak

* Five research universities, Princeton University, New Jersey Institute
of Technology, Rowan University, Rutgers University and Stevens
Institute of Technology

= Princeton starting a wet lab space for biotech incubator through
Keller Center

= Rutgers’ $677 million/yr in research spending
puts it In top 30 US universities

= In2015, 16 of 27 new drugs approved by the FDA came
from companies with a significant footprint in New Jersey

12 of 22 top R&D companies are located in New Jersey

* in 2014 New Jersey had a total of 1,067
medicines making their way through

L - companies’ pipelines

= Rutgers’ RUCDR Infinite Biologics is world's
largest university-based cell and DNA

In December 2016, ~6,500 clinical

repository trials, over12% of all US trials.were
- ;g;ﬁi‘:’mg hospitals and 4 medical being condusted by N.J companies

Innovatian T Lo

! = NJbiotech firms received ~$409M in
VC funding from 2010-2015, ~7% of
Mass VC funding for bictech

The Commercialization Center for

Innovative Technologies is NJ's leading

life sclences incubator

Institute for Life Science: Nonprofit provides

incubator spdce, consulting and access to a

network of R&D service organizations -

* Grow New Jersey Assistance Program
{Grow NJ): 10-year tax credit for up to
$15,000 per job, per year

*  Technology Business Tax Certificate
Transfer Program: NJ-based biotech firms
can sell NJ net operating tax losses and
R&D tax credits

= Angel Investor Tax Credit Program: 10% tax cred
for investment in emerging technology businesses
that have 75% of employees in NJ : _

= BioNJ: Mission is to enhance the climate for * Juice Tank: Co-working space and incubator focused on investments
biotechnology in the state : within technology, digital health, and consumer products

= New Jersey Biotechnology Task Force, established in 2056. helps find
ways to retain and atiract new hiotech companies to the state

1 Lead scientist or enginesr for research prajects {e.g., laboratery study or clincal trial)

29 New Jersey’s Life Sciences Industry Cluster, NJ Department of Labor and Workforce Development, Spring 2017,
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To date, however, New Jersey has not assumed a role in the global biotech industry commensurate with its role in big pharma.
For example, New Jersey biotech companies atiracted oniy $409 million in venture capital from 2010 to 2015, only about 7
percent of what Massachusetts firms received.® New Jersey could furn this around and become a leading center of biotech
innovation by learning from strategies from Massachusetts and other states. For instance, in 2008, Massachusetts legislators
approved the Massachusetts Life Sciences Act, which committed the state to spend $1 billion over ten years to fund R&D,
capital investments and economic incentives to spur growth in biotech, pharmaceuticals, medical devices, diagnostics,

and bioinformatics. Programs ranged from invesirments in buildings and roads to support the sector to internships and
apprenticeship programs.

Cybersecurity

New Jersey has the potential to play a leading role in the burgeoning cybersecurity sector, where the State's strengthin ICT
and its expertise in financial services — a prime target of cybercriminals — could provide distinct advantages. New Jersey is
also located within easy reach of many of the most likely customers for cybersecurity products and services —in New York and
Washington. Attacks on critical national infrastructure — such as transportation and power systems —and financial institutions
have been on the rise. Global revenues from cybersecurity products and services have been estimated at $77 billion in 2015
and are projected to grow by 17 percent or more per year from 2015 to 2020.% -

In New Jersey, a group of new businesses has cropped up in gybersecurity and IT security and major ICT companies such as
AT&T and Verizon added managed security services to their business offerings by 2015. New Jersey is home to 14 of the top
500 eybersecurity firms. in addition, it has the building blocks to be a major eybersecurity hub, including 80,000 programmers
and 110,000 software developers, and Princeton, which has a top ten computer science graduate program (Exhibit 11}. Virginia
has recognized the opportunity and has launched programs to fill the talent pipeline for a growing cybersecurity industry. The
effort includes a veterans training program, apprenticeships, and a program to increase the number of community colleges
and universities that are certified in cybersecurity education. In 2015 more than 65,000 Virginians worked in cybersecurity.

NJ position vs. peer states

Exhibit 11 New Jersey has the ingredients O strong
for a strong cybersecurity ecosystem Medium
Weak
= Two of New Jersey's universities offer higher education in . = New Jersey's technology firms (EMC, CommVault, Verisk)
technology including programs at Rutgers University’s School of - provide technology talent
Communication and Information (SC&1) and the New Jersey Institute of . = New Jersey is home 14 of the top 590 0 j )
Technology (NJIT) Cybersecurtty firms?

= .. NewJersey is close to the two largest
cyhersecunty customersegments financial
titutions-and GME] inNYC and DC, res_pec_tlvely

= 5'of New Jersey’s fop universities offer the use of
their incubator and accalerator facilities to. young
7techno!ogy ‘and start-up companies

* New Jersey has morethan 80,000 computer

programmers and 110,800 software .
developers parfncx-

* Princeton has a top 10 com;auter smenc : §Tufmbmdwmm
graduaie program

h Zivin e forse” STEALTHbits

€3 RuTGERS STEvEN F ' 4 ......,auiunuu

Ik

| o(ﬂ\yt‘ﬁm :

fanovation hub B . SR

TechEaunch LLC, the technology

accelerator links entreprenaurs with

menfors, seed funding, investors and

~ training

Juice Tank: Co-working space and starfup

incubator focused oninvestments within

technology, dlgltal health, and consumer

products

Newark Venture Partners: VC fund and

accelerator that invests in technology companies

while also catalyzing-development in the

_ technology ecosystem in Newark

=  New Jersey Cybersecurity and Communications Integration Cell . : o
{NJJCCIC) is the State's one-stop shop for cybersecurity information Hawark s [—
sharing, threat analysis, and incident reporting lg'v" Fainers TECHLAUNCH" Augg@

= Grow New Jersey Assistance 'Prografn
(Grow NJ}: 10-year tax credits for up.
to $15,000 per job, peryear

= Angel Investor Tax Credit Program: 10%
tax credits for investment in an.
emerging technalogy busmess with. 75%
of their emiployees in New Jersey

* NJ Tech Council provides husiness -
development, education, networking and”
recognition opportunities as well as advocacy for
the state and region’s technology businesses

1 Ranked by Cyber Security Veniures
SOURCE: ChooseNJ, NJBiz

30 Pitchbook ’
31 Steve Morgan, “The Business of Cybersecurity: 2015 Market Size, Cyber Crime, Employment, and Industry Statistics,” Forbes.com, Oct. 16, 2015. '
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What can be done?

In this paper, we have focused on describing the root causes of New Jersey’s relatively slow
growth in recent yvears. We have sought to clarify why, despite all the enviable advantages that
come with its location, wealth, labor force, and intellectual capital, New Jersey has lagged

the nation in GDP and job growth. From this research, a complex and multi-faceted challenge
emerges. If the state can keep pace with the U.S. economy, it can vastly increase economic
opportunity in the state. By reaching the national average for growth, the state will expand

its economy by more than $150 bilfion and create more than 250,000 jobs over the next
decade.

Our hope is that this paper will be used to start productive conversations about New Jersey's
future and will be a resource for those who are looking for practical, proven solutions. They can

look to Tennessee for ideas about how to support the young fast-growing companies that create
more jobs than older companies. They can think about how Chicago has developed data-driven

approaches to tackle its infrastructure challenge and they can look at how states like Maryland

have used grants and regional training partnerships to prepare more workers for today’s middle-

skill jobs. They can also consider the new approaches to incentives for job creators that Virginia

has been using.

It will take dedicated efforts by the private, social, and public sectors—and the involvement
of us all—to make the Garden State a growth leader again. All stakeholders can take

encouragemént from the experience of other states that have faced all the same challenges and

hurdles—and rememier the unique strengths that can make New Jersey a growth leader.

Re-seeding the Gardlen State’s economic growth: A vision: for New Jersey
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Dear Senator Rice:
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Execntive Director
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Director af Centeul Stoff
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This letter is in response to your request for information concerning the “Reseeding the
Garden State’s economic growth: A vision for New Jersey” report (report) authored by
McKinsey & Company. Specifically, you requested that we generate questions for the Joint
Committee on Economic Justice and Equal Employment Opportunity based on the repoit
concerning the proposed recommendations for improvements to the State’s infrastructure and

transportation system.

To address the State’s aging and congested infrastructure, the report suggests that the
State should consider shifling mare funding to long-term improvements, adopting methods for
optimizing infrastruciure spending, encouraging transit-oriented development, and taking
additional steps to rebalance traffic flows. (Page 7, builet point 2).

* Are there specific new initiatives or expansions of existing policies that Legislature
or the New Jersey Department of Transportation (NJDOT) should consider in
achieving those goals?

* The State has multiple transit oriented development initiatives, including the transit
village program, the smart growth policy program, and various economic incentive
programs that prioritize urban areas. Please identify specific deficiencies in these
cexisting programs or recommend ways in which these programs can be changed or
replaced to accomplish the goals identified in the report,

To address the State’s need to optimize capital infrastructure spending, the report
suggests that the State should optimize project portfolios to prioritize investments that have the
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greafest benefits, streamline project delivery to save time and money, and make the most of
existing infrastructure rather than investing in new infrastructure, (Page 13, bullet point 1).

* NJDOT has a series of management systems to evaluate project benefits and the
condition of existing infrastructure, in addition to a capital investment strategy that
to prioritize project selection based on defined state of good repair, safety, and
other performance metrics. Please address in detail how this system should be
changes to accomplish the goals of the report. Are the deficiencies in the policy
objectives or the measuring of project benefits?

* Given the numerous design-build proposals that the Legislature has collectively
introduced, is there a particular proposal or combination of proposals that the
Legislature should focus its attention on in an effort of achieving the goal of
streamlining project delivery in a manner that saves time and money?

* Given that NJDOT spends more per State controlled lane mile than neighboring
states, according to the study, what additional investments should Legislature and
the Governor consider, through the budget process or supplemental
appropriations, to achieve the goal of making the most of existing infrastructure
rather than investing in new infrastructure?

The report states that congestion in the State is, in part, as a result of the State’s
geographic location between two major metropolitan areas, New York City and Philadelphia,
which are located outside of the State. To address the State’s need to rebalance traffic flows, the
report suggests that the State should consider investments in new rail lines and congestion
pricing models for certain roadways. (Page 13, bullet point 2).

* Given that new rail lines are billion dollar investments and that the report has made
carlier suggestions that the State should make the most of existing infrastructure
rather than investing in new infrastructure, please specify how the State should
accomplish those conflicting fiscal goals.

¢ Given that most of the congestion in the State is as a result of the interstate
highways that feed into the major metropolitan areas in which the State is located in
between and that comgestion pricing programs that exist for inferstate highways
require approval by the Federal Highway Administration prior te a state instituting
such a program, what other initiatives, besides a congestion pricing strategy, should
the Legislature or the NJDOT consider implementing that would encourage the
rebalancing of traffic flows?
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1 hope that this inforntation is responsive to your request. I If you have any questions or
would like to discuss this matter further, please contact me at (609) 847-3840 or
sking@@njleg.org.

Sincerely,

éheree D. Hénderson
Senior Counsel

SDH/me
G \Cmuaul\G2 1 \Letters 2016-201 N 7-6744. doex

! This is not a legal opinion of Legislative Counsel and therefore is not a legal opinion of the Office of Legislative
Services,
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December 15, 2017

Honorable Ronald L., Rice
1044 South Orange Avenue
Newark, NJ 07106

Dear Senator Rice: -

This letier is written in response to your request, for an analysis and list of questions
concerning New Jersey’s efforts to grow young companies and tailoring business incentives as
highlighted in a McKinsey & Company report entitled "Reseeding the Garden State's Economic
Growth: A Vision For New Jersey" (McKinsey report).

GROWING YOUNG COMPANIES

The McKinsey report noted that “[Y]oung, fast-growing firms create most of the jobs in
the United States. In New Jersey, only 5 per cent of companies with 500 employees or more are
less than 10 years old, compared with 11 per cent across the United States. New Jersey attracts
less venture capital per capita than peer states with similar types of economies. And some other
states have created better environments for fast-growing young companies by improving access
to capital through angel investing credits, setting up business incubators, and helping firms
navigate state and local regulations.”

Angel Investment and Venture Capital

New Jersey, through the Angel Investor Tax Credit (AITC) Program, administered by the
New Jersey Economic Development Authority (EDA), allows “angel” investors to claim credits
against corporation business and gross income taxes for cash invesiments in New Jersey
emerging technology businesses. Generally, “angels” are individuals willing to invest in a
company at its earlier stages in exchange for an ownership stake, often in the form of preferred
stock or convertible debt. Angel 111vestmg is considered one of the oldest sources of capital for
start-up business entrepreneurs.
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Subject to certain limitations, the tax credits equal 10 percent of the angel investor’s
qualified investment in an emerging technology company with fewer than 225 employees, of
whom at least 75 percent are filling a position in New Jersey. The emerging technology
company must employ or own capital or property, or maintain an office in this State and: 1) have
qualified research expenses paid or incurred for research conducted in this State; 2) conduct pilot
scale manufacturing in this State; or 3) conduct technology commercialization in this State in the
fields of advanced computing, advanced materials, biotechnology, electronic device technology,
information technology, life sciences, medical device technology, mobile communications
technology, or renewable energy technology. The program is subject to a $25 million annual
cap.

Established by the EDA, the Edison Innovation Fund (Edison Fund) consists of three
funds that provide financing to New Jersey-based technology businesses in order for them to
develop, sustain, and grow. Financing under the following funds is subject to availability and
eligibility:

+ Edison Innovation Angel Growth Fund: Angel investor supported technology
companies with minimum trailing 12-month commercial revenues of $500,000 may be eligible
for up to $250,000 in subordinated convertible debt financing. Growth capital through this fund
may be used for key hires, product rotlout, product enhancement, and marketing or sales. There
is a 2:1 angel match funding requirement that must be received within 90 days of the application.

+ Edison Innovation Venture Capital (VC) Growth Fund: VC-supported technology
companies with minimum trailing 12-month commercial revenues of $500,000 may be eligible
for up to $1 million in subordinated convertible debt financing. Growth capital through the fund
can be used for key hires, product rollout, product enhancement, and marketing or sales. There
isa 1:1 VC match funding requirement that must be received within 90 days of-the application.

» Edison Innovation Growth Stars Fund: Angel or VC-supported technology companies
with minimum trailing 12-month commercial revenues of $2,000,000 may be eligible for up to
$500,000 in subordinated convertible debt financing. Growth capital through the fund can be
used for key hires, product rollout, product enhancement, and marketing or sales. There isa 1:1
match funding requirement that must be received within 90 days of the application.

QUESTIONS:

A) Why did the McKinsey report make little if no mention of New Jersey’s AITC
Program or the Edison Fund with regard to its recommendations concerning angel investing and
venture capital?

B) Should the Legislature consider improvements to the AITC Program and the EDA

make changes to the Edison Fund what type of improvements would attract more angel investing
and venture capital to New Jersey?
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Business Incubation

New Jersey is home to a network of incubators, accelerators, and co-working spaces to
support the development of start-up and early-stage technology companies. The largest ones are
highlighted as follows:

» The Commercialization Center for Innovative Technologies (CCIT): Located in North
Brunswick in the heart of the State’s “Research Corridor,” CCIT is a significant incubation
facility given that it is strategically located between Princeton and Rutgers universities. The
CCIT offers labs that are “plug and play” ready, scparate private offices, and a variety of
business support services.

* The Enterprise Development Center (EDC} at NJ Institute of Technology (NJIT): EDC
is home to more than 90 technology and life-science start-up companies. Located on the campus
of the New Jersey Institute of Technology (NJIT) in Newatk, EDC companies have access to
NIJIT facilities, researchers, mentors, student interns and programming to help grow their
business.

+ Institute for Life Science Entrepreneurship (ILSE):Launched in January 2015, ILSE is
housed in the state-of-the-art STEM building at the New Jersey Center for Science Technology
& Mathematics at Kean University in Union. ILSE gives early-stage life sciences companies
access to laboratory suites and a broad array of analytical and research instrumentation.

» Newark Venture Partners Accelerator: This state-of-the-art 23,000-square-foot
accelerator workspace in Newark offers rent-free space, lightning-fast Wi-Fi and ultra-high
bandwidth. Companies selected for residence also have aceess to early-stage funding, mentoring
from Andible and Rutgers University Business School staff.

» Picatinny Innovation Center (PIC):Created to accelerale successful commercialization
of new products and technologies, PIC is located on the Picatinny Arsenal site in Dover, home of
the US Army’s Armaments, Research, and Development Center. Members can access its office,
lab and machine/manufacturing space, as well as more than 3,600 scientists, engineers and
support staff.

* Princeton University Innovation Center: Located off-campus in Plainsboro, the
Innovation Center will open in Fall 2017 and provide a wide range of resources including wet
labs for chemical, biological and pharmaceutical research, dry labs for electrical engineering and
materials science research, and office space for computer science and financial technologies
research, as well as for general use. This is the newest effort by Princeton University to promote
innovation and entrepreneurship and to help promote the local entreprencurial ecosystem,
following being managed by the Princeton Entrepreneurship Council.
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+ South Jersey Technology Park (SJTP) at Rowan University: Located in Mantua
Township, SITP offers wet labs as well as an incubator and office space for technology
businesses. The SITP contains a Virtual Reality (VR) Center where clients conduct high-level
research in engineering, science, and medicine. The VR Center comprises an R&D VR lab, a
data wall for programing and design development; prototyping capabilities, and a custom-
designed, 15,000+ cubic-foot VR collaborative environment, which features a 7-foot-high by 40-
foot-wide curved wall of screens that provides an area well-suited for collaborative projects. The
SJTP is able to expand with land for additional development.

QUESTIONS: ’

A) While the Kinsey report mentions the low number of business incubators in New
Jersey, is a more important issue for the development of start-up companies in New Jersey the
number of companies located at these incubators and the amount and type of assistance given to
them?

B) Should New Jersey existing and proposed business incubators receive State funding to
expand the number of business incubators and their existing programs?

STATE AND LOCAL REGULATIONS

The McKinsey report stated that some other states have created better environments for
fast-growing young companies by firms navigate state and local regulations. '

The New Jersey Business Action Center (BAC) serves as a “one-stop” shop for .
businesses helping companies to stay and grow in New Jersey, as well as locate to the State,
Housed within the Department of State and reporting to the Lieutenant Governor, one of the
BAC’s responsibilities is to help create and retain jobs while encouraging private capital
investment in the Garden State, The BAC’s Office of Business Advocacy (OBA) provides
professional, coordinated services to help new and existing businesses navigate New Jersey’s
regulatory processes. By actively working with various State agencies and departments, such as
the Department of Environmental Protection, the Department of Community Affairs, and the
Department of Transporiation, the OBA assists businesses dealing with permitting and other
regulatory issues and formulates solutions. Because the OBA works with the various State
agencies and departments on a regular basis, the OBA understands the State’s permitting and
regulatory processes and is able to guide a new or existing business with professional,
coordinated services to assess issues, quickly identify any challenges, and formulate a sound and
effective solution. Beyond the OBA’s numerous contacts on the State level, the OBA has
working relationships with county and local government entities throughout New Jersey.

In 2010, the “Red Tape Review Commission” (commission) was created to solicit the
public’s view of New Jersey’s regulatory process. In doing so, the commission asked State
departments to: 1) undertake a review of their administrative regulations to ensure that they
complied with “common sense principles” for rulemaking to cultivate a new approach to
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administrative rule-making designed to make the regulatory process understandable, consistent,
and predictable; and 2) review all pending and proposed rules and regulations to assess their
effects on New Jersey’s economy and to determine whether their burdens on business and
workers outweigh their intended benefits.

The common sense principles of regulation include:

* Engaging in the “advance notice of rules” by soliciting the advice and views of
knowledgeable persons from outside of State government;

* Adoption of the “time of decision” rule whereby permits or approvals are governed by
the rules, regulations, and standards in effect at the time an application is filed;

+ Adopt rules for waivers;

*Employ the use of cost/benefit analyses;

* Adhere to federal standards except when required by statute or exceeding federal
requirements is necessary to achieve a New Jersey specific public policy goal;

* Value performance-based outcomes and compliance, over the punitive imposition of
penalties for technical violations that do not negatively impact the public health, safety, or
environment;- ' .

“*Impose the least burden and costs to business, including paperwork and other
compliance costs, necessary to achieve the underlying regulatory objective;

+ Treat those affected by rules and regulatory processes as customers and treat them
consistently across regions, offices, and departments;

+ Coordinate with other agencies to combine and minimize regulatory filings and fo
minimize worksite interruptions;

* Strive to reduce the processing time for regulatory approvals, permits, licenses, and
other actions requiring agency response; and

* Leverage information systems and other technologies to improve efficiency and
processes.

As a result of these principles, six chapters of the Administrative Code were abolished,
99 regulations amended, and 31 regulations repealed.

QUESTIONS:

A} Although there may be numerous permits and regulations that companies in the State
face, the Kinsey report does not mention the State’s efforts to assist businesses dealing with
permitting and regulatory issues. Knowing that, should the Legislature consider improvements
to the OBA’s efforts on this matter and request the commission to require State departments and
agencies undertake additional reviews of rules and regulations?

B) Should the aforementioned common sense principles of regulation be enacted in
statuie?
BUSINESS INCENTIVES

The McKinsey report noted that “[T]he State of New Jersey puts a great deal of effort -
into economic development programs to attract new businesses and help existing businesses
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thrive. However, these programs are typically less productive than they have been in many peer
states.” Also, “. . . New Jersey gets less return on the incentives it provides to attract and retain
companies.” Further, “, . . New Jersey’s returns on incentive deals are likely skewed by the large
propoition that are done with older firms, which generate lower returns than investments in fast-
growing young companies.”

The Grow New Jersey Assistance Program (GROW): GROW is the State’s main business
assistance program designed to encourage economic growth and job creation as well as preserve
currently existing jobs that are in danger of relocating to other states, GROW allows the EDA to
award base and bonus tax credits to drive development info certain smart growth areas. As a tax
- oredit program, a business receiving a tax credit must first provide for a certain minimum
number of full-time jobs and make a minimum amount of capital investment at a proposed
business facility. Upon opening the business and after paying to the State its funll tax liability, the
eligible business may receive a tax credit payment based on the number of jobs provided. There
is no cap on the value of the tax credits attributable to GROW.

To be eligible for GROW, a business must demonstrate that New Jersey's financial
support and subsequent creation and/or retention of full-time jobs will yield a "net positive
benefit" to the State. There are provisions in the law that benefit certain small businesses. For
technology start-up companies, the minimum jobs requirements are 10 new or 25 retained full-
time jobs. Further, these minimum employment numbers are reduced by 25 percent for projects
in certain urban areas and in eight South Jersey counties. Further, if a business locates to Garden
State Creale Zone (a zone surrounding certain institutions of higher education) and has a
collaborative research relationship with that institution, the base tax credit amount is $5,000 per
job per year. For all companies, the base tax credits under GROW range from $250 to $5,000
per job per year, depending on the type of business and a business project's location. The base
credit, which can range from $250 to $5,000 per job per year, can be supplemented by a “bonus”
tax credit that is based on certain characteristics of the subject project. The sum of the annual
base and additional bonus credit per job is subject to limitations that generally range from $2,000
to $15,000 per year. :

If a business fails to meet its obligations for eligibility under GROW, especially in the
minimum number of full-time jobs created or retained, the EDA has the ability of reducing the
- tax credits and requiring the business to pay back those tax credits. A list of approved projects
since 2013 can be found on the EDA’s website at:
http://www.njeda.com/public_information/incentive activity/grow nj

Technology Business Tax Certificate Transfer (TBTCT) Program: The TBTCT program
enables approved emerging technology businesses that are not yet profitable to sell their unused
net operating losses (NOLSs) carryover and unused research and development (R&D) tax credits
to unaffiliated, profitable corporate taxpayers in the State for at least 80 percent of the value of
the tax benefits, up to a maximum lifetime benefit of $15 million per business. The program
allows emerging technology and biotechnology businesses that have promise but are not
currently realizing a profit to turn NOLs and R&D tax credits into capital. The program makes
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available $60 million annually, with $10 million set aside for those businesses located in the
State’s three EDA-established Innovation Zones. Any unused balance of the $10 million set-
aside is reverted to the general program pool. Only emerging technology and biotechnology
companies whose primary business involves the provision of a scientific process, product, or
service are eligible. Additionally, the company must own, have filed for, or have a license to use
protected, proprietary intellectual property, defined as a patent or a registered copyright. An
eligible company must have at least one full-time employee working in New Jersey if
incorporated less than three years, five full-time employees in New Jersey if incorporated more
than three years but less than five years, or 10 full-time employees in New Jersey if incorporated
more than five years.

QUESTIONS:

A) The GROW incentives report show that a variety of businesses, both in size, industry
sector, urban and suburban New Jersey location, and foreign and domestic-based, are taking
advantage of these incentives. Further, in addition to the EDA’s own analysis of the incentive
programs, the State Auditor recently published a report of the EDA’s administration of GROW.
A copy of the State Auditor’s report is attached for your review. Why was the above information
not included in the McKinsey repoit?

B) Given that a business receiving an incentive has to provide proof that the business
facility will provide a net positive economic benefit to the State, does not that analysis protect
the taxpayers of the State?

C) Should thte Legislature consider changes to GROW and the TRTCT Program upon the
release of the EDA’s analysis of the programs?

I'hope this information adequately addresses your request. If you have any questions or
concerns, or if I can be of any further assistance, please contact me at (609) 847-3840 or
KDonahue@njleg.org.

Sincerely,
Kevin J. Donahue
Lead Research Analyst
KID/me
enclosures

GACmuantGO2\ 161 7RSCHNI 7-6660.doex
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NEW JERSEY ECONOMIC DEVELOPMENT AUTHORITY
SELECTED INCENTIVE PROGRAMS

Scope

We have completed an audit of the New Jersey Economic Development Authority (NJEDA),
Selected Incentive Programs for the period July 1, 2011 to September 30, 2016. Qur audit
included a review of the Business Employment Incentive Program (BEIP), the Business
Retention and Relocation Assistance Grant Program (BRRAG), and the Grow New Jersey
Assistance Program (GROW). The audit included financial activities accounted for in the
state’s General Fund.

Created by law in 1996, the intent of the BEIP is to provide grants to businesses that create jobs
in New Jersey. Enacted in 2004, the primary purpose of the BRRAG is to provide tax credits to
businesses to encourage economic development, preserve existing jobs, and stimulate capital
investment in New Jersey. The BEIP and BRRAG grants were awarded to businesses for up to
10 years and six years, respectively, and are still active. In accordance with the New Jersey
Economic Opportunity Act of 2013, the NJEDA is no longer accepting new applications for
assistance under the BEIP and BRRAG programs. The NJEDA executed 454 BEIP grants
valued at $1.5 billion and 85 BRRAG tax credit grants valued at $125.1 million. The GROW is
the current job creation and retention incentive program that awards tax credits to businesses
that create or retain jobs in the state and make a qualified capital investment. Pursuant to the
New Jersey Economic Opportunity Act of 2013, the NJEDA has awarded 207 GROW grants
valued at $3.9 billion of which $10.8 million in tax credits have been certified. Tax credits
awarded under the BRRAG and GROW can only be applied against the New Jersey
Corporation Business Tax, Insurance Premiums Tax, and Gross Income Tax for partnerships.

Objectives

The objectives of our audit were to determine whether adequate controls were in place at the
NJEDA to award and administer business incentive program grants in compliance with
statutory requirements and whether the NJEDA was monitoring grant recipients for compliance
with statutory requirements.

This audit was conducted pursuant to the State Auditor’s responsibilities as set forth in Article
VII, Section I, Paragraph 6 of the State Constitution and Title 52 of the New Jersey Statutes.

Methodology

Our audit was conducted in accordance with Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the
audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our findings
and conclusions based on our audit objectives. We belicve that the evidence obtained provides a
reasonable basis for our findings and conclusions based on our audit objectives.

In preparation for our testing, we studied legislation, the administrative code, and policies of the
NIJEDA. Provisions we considered significant were documented and compliance with those
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requirements was verified by interview, observation, and testing. We also reviewed financial
trends and interviewed NJEDA personnel to obtain an understanding of the programs and the
internal controls.

A nonstatistical sampling approach was used. Our samples were designed to provide
conclusions on our audit objectives, as well as internal controls and comptliance. Transactions
were judgmentally selected for testing. We selected seven GROW grants for testing based on
the project location and the grant award amount.

Conclusions

We found that adequate controls were in place to award and administer business incentive
program grants in compliance with statutory requirements with the exception of certain
procedures used in the award determination for Grow New Jersey Assistance Program grants.
We also found that adequate controls were in place to monitor grant recipients for compliance
with statutory requirements with the exception of procedures utilized to verify the status of
grant eligible retained jobs under the Business Retention and Relocation Assistance Grant
Program.

We also made observations concerning cnabling legislation for City of Camden projects and the
tax credit amounts awarded under the Business Retention and Relocation Assistance Grant
Program and the Grow New Jersey Assistance Program.
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GROW New Jersey Assistance Program
Documentation of Reported Costs

A business’s cost benefit analysis detailing the difference in cost between staying in New
Jersey and moving out-of-state needs to be adequately reviewed and verified.

Under most circumstances, to be eligible for tax credits under the Grow New Jersey Assistance
Program (GROW), a business must demonstrate to the New Jersey Economic Development
Authority (NJEDA), at the time of the application, that existing full-time jobs are at risk of
ieaving the state or of being eliminated, and that the award of tax credits under the program will
be a material factor in the business’s decision to retain the jobs or create new jobs in New
Jersey. To accomplish this, the NJEDA requires an applicant to submit a cost benefit analysis
which details both the costs to continue operations in New Jersey and the lower costs to relocate
to proposed out-of-state sites. A review is then completed by the NJEDA staff to substantiate
the identified costs before the application is submitted to the NJEDA board for approval.

Pursuant to the New Jersey Economic Opportunity Act of 2013 and as of September 30, 2016, a
total of 207 projects have been awarded $3.9 billion under the GROW. We judgmentally
selected seven projects to determine if the cost benefit analysis review completed by the
NJEDA was adequate. Three of the seven sampled projects were located in the City of Camden
and an alternate out-of-state location did not have to be identified, as per statute, for these
projects to qualify as discussed later. For the remaining four projects, the reported annual costs
to operate in New Jersey totaled $138 million while the reported annual costs to operate at out-
of-state locations totaled $101.2 million. Costs totaling $5.6 million that were reported to be the
same for both the New Jersey and out-of-state locations were removed for test purposes. We
found that adequate documentation was not obtained by the NJEDA to support 11.5 percent of
the annual costs tested which included rent, property taxes, and utilities. Similarly, eight percent
of the upfront costs tested, including building renovations and equipment purchases, associated
with locating the projects in New Jersey or out-of-state were not supported or verified by the
NJEDA. In addition, for three of the four projects tested with costs totaling $8.5 million, 86
percent of the reported annual costs, the majority of which represented out-of-state wages to
operate at out-of-state locations, were not supported.

The cost benefit analysis is a critical factor in determining whether or not to award tax credits
under the GROW. All reported costs associated with locating a proposed project in New Jersey
or out-of-state must be verified to ensure a business is seriously considering relocating out-of-
state to a lower cost alternative.

Recommendation
We recommend that the NJEDA maintain a more complete file of NJEDA’s review of the cost

benefit analysis submitted by an applicant for a proposed project. The award of tax credits
should not be forwarded to the NJEDA board for approval until the proper supporting
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SELECTED INCENTIVE PROGRAMS

documentation has been obtained for all reported in-state and out-of-state project costs and the
out-of-state option has been proven to be more economical.

Br<g
Business Retention and Relocation Assistance Grant Program

Verification

Procedures need to be implemented to verify the existence of at-risk jobs prior to grant
approval.

The Business Retention and Relocation Assistance Grant Program (BRRAG) provides a base
tax credit amount of $1,500 per job retained for up to six years. If certain criteria are met, the
amount per job retained can reach $3,000 per year. In most circumstances, a business will
qualify for consideration if it relocates a minimum of 50 full-time jobs from one or more
locations in New Jersey to a new business location in New Jersey. A business may remain at a
current location if it makes a capital investment equal to the value of the tax credits granted. A
business must also demonstrate that the award of tax credits under the program will be a
material factor in the business’s decision to retain the jobs in New Jersey and commit to remain
in New Jersey for the grant term plus an additional five years.

An approved award of tax credits will be adjusted downward if a business does not maintain
100 percent of the incented retained jobs during the grant term and 80 percent of the incented
retained jobs during the additional five-year commitment duration. In order to verify these
requirements, the New Jersey Economic Development Authority (NJEDA) requires the
business annually certify the number of grant-eligible retained jobs that are currently filled
along with the name, address, and hire date of the employees filling the positions as of the
submission date. However, the NJEDA does not perform additional procedures to verify this
information or require a similar certification to be submitted prior to NJEDA board approval.
The award of tax credits at the time of the board’s approval is primarily based on the number of
at-risk jobs specified by the business in the grant application.

Using the approval date and grant award amount as criteria, we judgmentally selected seven of
the 85 businesses that were awarded a BRRAG grant for testing and found that four did provide
a list of employees filling grant-eligible retained jobs as of the board approval date although
they were not required to. For the year in which the grant was approved, we matched the
employees reported to be filling the grant-eligible retained jobs to the Employer Report of
Wages Paid maintained by the New Jersey Department of Labor and Workforce Development
(NJDOLWD) and found that three of the four businesses had numerous employees with no
carnings. According to NJDOLWD records, the average quarterly employment of the three
businesses was between 26 and 38 employees less than reported by the businesses and
incentivized by the NJEDA.
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Monitoring

Procedures that monitor businesses for compliance with grant terms need to be
strengthened.

As previously mentioned, a business must maintain 100 percent of the incented retained jobs
during the grant term or their award will be adjusted downward. Using NJDOLWD records for
the years in which the tax credits were issued, we also found that the average quarterly
employment for four of the seven businesses reviewed was between 4.25 and 15 employees less
than reported by the businesses and incentivized by the NJEDA. The businesses’ awards,
however, were not adjusted.

Our review of another business that received a BRRAG grant in 2009 for retaining 500 full-
time positions disclosed that 52 of the 500 employees reported to be filling the positions as of
December 31, 2009 only had earnings in the fourth quarter of 2009. We could not determine if
the 52 employees were replacements, seasonal hires, or regular new hires employed at the end
of the year just to fulfill the grant conditions since the employee list received for 2009 only
contained the names and titles of 500 individuals. More detailed records that identify each
approved grant eligible position by title and the names and employment dates for all employees
filling such positions should be required for verification purposes. The NJEDA should also
define the time period that each grant eligible position needs to be filled during the year to
qualify.

Although the NJEDA is no longer accepting applications for assistance under the BRRAG
program, executed grants are still ongoing and the Grow New Jersey Assistance Program is
now providing similar tax credits for job retention and creation in New Jersey. As such, the
NJEDA needs to strengthen procedures to verify recipient compliance throughout the entire
grant period and ensure the efficient use of taxpayer dollars.

Recommendation

We recommend the NJEDA implement procedures to verify the existence of reported at-risk
jobs prior to board approval. We further recommend the NJEDA implement procedures to
verify that the incented retained jobs have been maintained throughout the commitment
duration as required. Records maintained by the New Jersey Department of Labor and
Workforce Development could be used for verification purposes. In addition, we recommend
the NJEDA obtain more detailed information for each incented full-time job that was reported
to be at risk of leaving the state. The information, which should be required prior to board
approval and throughout the grant duration, should include a list of grant eligible positions by
title and the names and employment dates for all employees filling such positions during the
year. The NJEDA should also define the time period a qualified full-time position needs to be
filled to qualify for the full annual incentive.
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Observations

GROW Tax Credits for the City of Camden Projects

Increasing grant caps disproportionate to jobs created

The Grow New Jersey Assistance Program (GROW) provides tax credits to businesses of up to
$15,000 annually for each eligible new or retained full-time job depending on location and
designation. However, businesses with projects located in Camden can receive significantly
higher tax credits since the city qualifies under the Municipality Rehabilitation and Economic
Recovery Act (MRERA).

The GROW legislation provides for eligible businesses with projects in Camden to receive
between $20 million and $350 million in tax credits over a grant term of ten years. The amount
of tax credits is dependent on the level of capital investment and the number of full-time jobs
that are new to Camden. Five specific funding tiers are identified. A business that creates
between 35 and 69 full-time jobs new to Camden and makes a capital investment of at least $5
million is capped at $20 million in tax credits over the grant term while a business that creates
250 or more full-time jobs new to Camden and makes a capital investment of at least $30
million is capped at $350 million in tax credits over the grant term. However, the required
increase in jobs and capital investment from tier one, which has the $20 million cap, to tier five,
which has the $350 million cap, does not appear to warrant the corresponding increase in tax
credits. Our review of one business that was awarded a ten-year grant of tax credits totaling
$107 million to relocate 250 full-time employees from a municipality located less than 20 miles
from Camden demonstrates this point. In accordance with the GROW legislation, the total tax
credits awarded to the business over the 10-year term would have been limited to a maximum
of $50 million if they created between 150 and 249 full-time jobs new to Camden. However, by
planning to bring 250 full-time jobs new to Camden, the business’ award of tax credits was.
increased by $57 million to $107 million and fell below the maximum allowable award of $350
million. In addition, the award of tax credits would have been limited to a maximum of $37.5
million over the grant term if the business met certain requirements and relocated the 250
employees to any other municipality in New Jersey.

The GROW legistation provides significantly larger tax credit amounts for qualified projects
located in Camden including the potential for a business to receive an additional $300 million in
tax credits over the grant term for increasing the number of new jobs they are creating in
Camden, by one, from 249 to 250 as explained above. The rationale behind a tax credit funding
methodology that allows for such an increase should be questioned and revisited as it may not
be in the best interest of the state.
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Calculating Net Benefit

Using Corporate Business Tax revenue in determining net benefit for proposed intrastate
refocations to Camden may be questionable.

For most businesses, to be eligible for tax credits under the Grow New Jersey Assistance
Program (GROW), a proposed project must yield a net positive benefit to the state of at least
110 percent of the requested tax credit amount. However, for projects located in the City of
Camden (Camden) and pursuant to the Municipality Rehabilitation and Economic Recovery
Act (MRERA), a project’s net benefit to the state only has to equal 100 percent of the requested
tax credit allocation. In addition, a business only has to demonstrate, at the time of the
application, that the award of tax credits under the program is a material factor in the decision
to make a capital investment and relocate to Camden, the only municipality currently qualifying
under MRERA. There is no requirement to claim that the jobs are in danger of leaving the state
or being eliminated.

The economic impact model utilized by the NJEDA to measure a project’s net benefit uses
multipliers from the Regional Input-Output Modeling System database, published by the United
States Department of Commerce, and econometric analysis developed by a contracted vendor.
This model estimates both direct and indirect impacts on both a one-time and ongoing basis.
The state’s Corporation Business Tax (CBT) is part of the ongoing annual taxes used in the net
benefit calculation for all projects excluding non-profit entities.

Of the $3.9 billion that has been awarded under the GROW through October 7, 2016, $1.2
billion is for 20 projects located in Camden. As previously mentioned, we judgmentally
selected seven GROW projects for review including three projects located in Camden. The
EDA estimated the net benefit for oné of the sampled Camden projects to be $249,000 over a
35-year period. This company, which relocated part of their operations from a New Jersey
municipality located less than 20 miles away, received an award of $107 million for retaining
250 employees and proposing to make a capital investment of $146.4 million. The estimated
ongoing CBT revenue used in the net benefit calculation totaled $2.7 million annually. If the
CBT revenue, which the state was already receiving anyway, was removed from the net benefit
calculation, the net benefit over 35 years would have been negative $32.6 million according to
the NJEDA’s net benefit model. The NJEDA claimed that the company had jobs at risk because
a federal contract would not have been obtained without the GROW tax credits which allowed
for a lower bid. The NJEDA also claimed that the project will generate additional taxable
income in New Jersey above what is currently produced. Although we agree acceptable under
these circumstances, including CBT revenue in the model used by the NJEDA to measure the
net benefit of other proposed Camden projects might not yield the intended benefits if a New
Jersey based applicant is simply relocating to Camden with no additional CBT revenue
resulting,.
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Mismatching time periods
Commitment duration can be satisfied before net benefits are realized.

For most projects, the net benefit to the state is based on the benefits generated during the first
20 years following the project’s completion. However, for projects located in the City of
Camden (Camden) and pursuant to the Municipality Rehabilitation and Economic Recovery
Act (MRERAY), the net benefit to the state can be calculated during a period of up to 35 years
following the completion of the project, as determined by the NJEDA.

The commitment duration for all businesses receiving an award under the GROW is 1.5 times
the eligibility period which is limited to a term of not more than 10 years, therefore the
maximum commitment duration for any business receiving an award under the GROW is 15
years. Conversely, as described above, the net benefit for a proposed project is calculated
between a 20 and 35-year period depending on location. This scenario, especially for projects in
Camden, leaves the state vulnerable and potentially incapable of recognizing any net benefit if a
business decides to relocate out-of-state soon after the commitment duration is met.

Br<&

Tax Credit Amounts

As previously mentioned, the Business Retention and Relocation Assistance Grant Program
(BRRAG) provides up to a $3,000 tax credit per job retained. The BRRAG legislation,
however, does not base the tax credit amount on the wage level of the retained job, As a result,
the tax benefit to a business is the same for both a high paying retained job and a retained job
that pays the minimum wage. Conversely, the benefit to the state can be heavily impacted by
the overall wage level of the incented retained jobs. Our review of two companies who were
both awarded a grant of tax credits under the BRRAG illustrates this point.

e Company A was awarded a grant of tax credits totaling $750,000 in 2009 for retaining 500
full-time jobs. Using data obtained from the New Jersey Department of Labor and
Workforce Development, we determined that 367 of the 500 reported employees worked in
all four quarters of 2009 earning an average salary of $24,352. The tax credit awarded on
the 367 positions totaled $550,500. The estimated gross income tax received, however, on
the 367 positions totaled only $151,000 collectively resulting in an unfavorable difference
to the State of $399,500. The single tax rate was used to determine the gross income tax
estimate.

¢ Company B was awarded a grant of tax credits totaling $436,500 in 2012 for retaining 291
employees. A total of 278 of the 291 employees worked in all four quarters of 2012 earning
an average salary of $133,054. The tax credit awarded on the 278 positions totaled
$417,000. However, the total estimated gross income tax received on the 278 positions was
$1.76 million providing a positive direct benefit to the state of $1,343,000.
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As previously mentioned, the NJEDA is no longer accepting applications for assistance under
the BRRAG program. Job preservation and creation is now encouraged through the Grow New
Jersey Assistance Program (GROW). For the most part, the GROW provides a base tax credit
amount of between $500 and $5,000 per year for each qualifying new or retained full-time job
depending on location. If certain criteria are met, the amount per job can reach $15,000 per
year. Similar to the BRRAG, the tax credit amount is not based on the wage level of the
retained job although a bonus can be awarded if the average of all eligible new and retained
full-time jobs exceeds a statutory defined level.

Although an approved project’s total net benefit is measured by many factors other than gross
income tax, the state can substantially increase its benefit by offering a tiered level of tax
incentives under the GROW that are commensurate with the wage level of the new or retained
full-time job and the corresponding income taxes generated. For example, a position being paid
the minimum wage should not be incentivized at the same level as a higher paying job.

B
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New Jersey Economic Development Authority
Management Response

The New Jersey Economic Development Authority {NJEDA) welcomes the opportunity to respond to the
December 21, 2016 audit report prepared by the Office of the State Auditor concerning Selected
Incentive Programs of the NJEDA.

The NIEDA has been administering incentive programs on behalf of the State of New Jersey for over two
decades. While these programs each have a different set of statutory requirements and public policy
goals, a consistent thread has been the NJEDA’s commitmant to the highest leve! of due diligence in
recommending projects to its Board, ensuring every project approved is done so in strict compliance
with statutes and regulations,

The NJEDA's response is focused on the recommendations contained within the audit report that are
related: 1} to the retention of documentation of reported costs under the Grow New Jersey Assistance
Program {Grow NJ); and 2) verification and monitoring related to the Business Retention and Relocation -
Assistance Grant Program (BRRAG). The NJEDA will not address the additional observations included in
the audit as it Is the purview of the Legislature to consider any statutory changes.

As noted by the Office of the State Auditor, a nonstatistical sampling approach was used, and therefore,
cross-portfolio extrapolations cannot be made. Our response Instead focuses on some of the important
distinctions that must be understood in evaluating program administration. With that said, the NJEDA
has and continues to be open to recommendations to further strengthen our administration of incentive
programs.

Grow New Jersey Assistance Program
Documentation of Reported Costs

> Office of the State Auditor Recommendation: “We recommend that the NJEDA maintain a more
complete file of NJEDA's review of the cost benefit analysis submitted by an applicant for a
proposed project.”

» NJEDA Action: The Office of the State Auditor utilized a sample of four Grow NJ projects In its
review, representing less than two percent of the program portfolio. For these four projects, we
thank the auditors for confirming that 88.5 percent or $211.7 million of $239.2 million of the
annual costs tested were adequately documented; and, that 92 percent or $123.6 millionof the
$134.4 million of the upfront costs tested were supported or verified. Consistent with our
commitment to the highest level of due diligence and fiduciary oversight, the NJEDA will act to
retain more complete files, ensuring all relevant costs related to Grow N) projects have
documentation of support. For example, If an Internet search is used to determine the cost of
rent In a particular location, a printout of the search will now be placed in the appropriate file.

The NJEDA acknowledges that Grow NJ is complex and nuanced. As such, we would like to take the

opportunity to provide an overview of what administration of the program entails, specifically
addressing practices related to our review of the cost benefit analysis (CBA) submitted by applicants.
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Grow NJ is the State's main job creation and retention incentive. Grow NJ is performance-based,
meaning that to receive the approved benefit, projects must complete capital investments and hire
‘and/or retain employees. No financial assistance is provided to a company up front and untit NJEDA
receives independent CPA certification of actual capital investment and jobs are created or retained.
Grow NJ is a formula-driven program, with financial parameters firmly established by statute. The NJEDA
reviews applications to ensure eligibility in accordance with the statute and program rules. Eligibility
includes: a location in a qualified incentive area; meeting or exceeding the employment and capital
investment requirements; and, demonstrating that the award of the tax credit is material to the
company's decision to remain or locate in the State.! As part of the way materiality is demonstrated by
the applicant, applications must:

1. Include a certification from the applicant’s Chief Executive Officer (CEQ) that: a) existing full-
time jobs are at risk of leaving the State or being eliminated; b) the job creation or retention
would not occur but for the Grow NJ award; and, c) all representations contained within the
application are accurate?;

2. Demonstrate that the capital investment and the resultant creation or retention of eligible
positions will yield a net positive benefit of at least 110% of the requested tax credit amount
(100% in Camden); and,

3. Demonstrate that the award of the tax credit is a material factor in the company’s decision.

While the statute relies on the CEO certification as the overarching determinant to ensure material
factor®, another element of the material factor determination is based on a review of the CBA submitted
by applicants.® For the New Jersey location and the alternative location ar locations, the document
includes location information, one-time upfront costs {i.e. land or building acquisition, machinery and
equipment acquisition, employee and company relacation/moving costs), and ongoing annual costs (i.e.
rent, real estate taxes, payroll, property insurance, electricity, building maintenance, and other project-
or location-specific information). in every case, a new real estate decision s being made by the applicant
hased on these and other factors, as well as the award of tax credits.

Due to the NJEDA’s significant transactional experience over the last two decades, and more recently
through its evaluation of over 200 Grow N) applications, we can unequivocally state that the centrai cost
drivers of a business’s focation declsion are payroll and real estate expenses, both of which are higherin
New Jersey than in most locations outside of the state. New Jersey's high costs have been widely
recognized in various studies, The U.S. Commerce Department’s Bureau of Economic Analysis released
price-adjusted estimates of personal income for states and metropolitan areas for 2008 to 2012 and
ranked New Jersey as one of the top five most expensive states to live in®. A recent study conducted by

! For those companies considering a location in either Camden or Atlantic City, business’s must cartify that the tax
credlts are a material factor in its declision to locate the project to the speclfic municipality as opposed to the State.
2 per N.J.S.A. 34:1B-244, if the CEO certification is found to be willfully false, the NJEDA may revoke any award of
tax credits in their entirety, in addition to any other’criminal or civil penalties that the business and the officer may
be subject to. :

3 all of the files, including those reviewed by the auditars, contained the CEQ certification.

4 Note that while the CBA is only a statutory requirement for projects involving intra-State job transfers, the NJEDA
views the CBA as a useful document to review and compare costs and therefore requires alt applicants to submit -
this document. '

5 https://www.bea sovinewsteleases/regional/rpp/rop _newsrelease.htm
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24/7 Wall St. ranks New Jersey's cost of living as the third highest in the nation and 14 percent higher
than the typical state§,

Within this context, the NJEDA undertakes the highest level of due diligence to understand and compare
locations proposed by applicants. This is achieved through direct discussions with the applicant to
understand their representations, utilizing third party information, when available, and other fact
checking practices. Staff spends significant time becoming familiar with a project, reviewing facts, and
verifying costs at the time of recommendation/approval. When New Jersey is competing against a
jocation where certain cost attributes are equal or simitar, staff discounts those costs entirely as they
are not a determining factor in the business's location decision. This common-sense approach to
reviewing an applicant’s CBA relies on rational decision-making, rooted in NJEDA's experlise and the
widely-reported costs of doing business in New Jersey, particularly payroil and real estate expenses,
compared to other states. Itis important to note that the CBA itself does not dictate the size of the
Grow N) award {award calculation is statute driven) or detract from the performance-based mechanisms
built into the program that must be met to receive the annual tax credit.

NJEDA is committed to successfully admmwtermg the State’s Incentive programs to attract and retain
businesses and jobs and ensure New Jersey remains competitive in an increasingly global marketplace
As such, it is worth pointing out a key consideration that underlies many economic development
programs - direct outreach to competing states for verification purposes could put New Jersey ina
weaker position as it is likely to prompt more competitive offers from those alternative states,
perversely resuiting in a loss of businesses and jobs from New Jersey. The NJEDA will continue to
undertake and document its due diligence related to out-of-state costs while ensuring New Jersey’s
competitive position in business attraction and retention is not impaired.

Business Retention and Relocation Assistance Grant Program

Verification

» Office of the State Auditor Recommendation: “We recommend the NJEDA implement
I n

procedures to verify the existence of reported at-risk jobs prior to board approval.

» NIEDA Action: This is not applicable as the Business Retention and Relocation Assistance Grant
Program (BRRAG) program has expired and applications are no longer being accepted. In
accordance with the Economic Opportunity Act of 2013, P.L. 2013, ¢, 161 and effective
September 18, 2013, the EDA ceased accepting applications for assistance under BRRAG, All
pending applications submitted for approval under this program were acted on by December 31,
2013,

Monitoring

¥ Office of the State Auditor Recommendation: “We further recommend the NJEDA implement
procedures to verify that the incented retained jobs have been maintained throughout the

commitment duration as required.”
¥ Dffice of the State Auditor Recommendation: “In addition, we recommend the NJEDA obtain

more detailed information for each incented fuil-time job that was reported to be at risk of
leaving the state.




> NJEDA Actjon: While BRRAG is no longer an active program, the EDA continues to monitor a
partfolic of 37 BRRAG projects to ensure compliance; note, only five are currently eligible to
receive tax credit henefits. However, the EDA continues to administer Grow NJ, which has a
current portfolio in excess of 200 projects, and is similar in concept to BRRAG as it provides
incentives for retained jobs. We have taken steps to strengthen compliance monitoring for Grow
NJ as it relates to retained jobs, informed in part by the recommendations put forth by the
Office of the State Auditor; specifically, the NJEDA now requires that all applicants under Grow
NJ with existing New Jersey-based operations submit their most recent Employer Report of
Wages Paid {WR-30) maintained by the New lersey Department of Labor and Workforce
Development, as well as a newly created “Grow NJ Employee information Worksheet,” a
required document for all Grow NJ applicants. These documents are required at the time of
application and annually as part of the certification process.

As noted above, while the recommendations from the Office of the State Auditor are directly related to
NJEDA’s administration of BRRAG, we would like to take the opportunity to provide an overview of
compliance monitoring related to Grow Ni.

Due to New Jersey’s evolving sophistication as it relates to the administration of tax incentives, the
statute governing Grow Ni includes safeguards at hoth the application and certification stage, designed
to ensure that the incentive Is material to an applicant’s location decision, and that the pravision of
approved tax credits commences only after a project has certified that they have satisfied specific
legislative requirements.

At the application stage, this includes the legally binding certification from the applicant’s CEQ that the
application has been reviewed and the information submitted and representations contained therein
accurately portray the facts of the location decision. At the certification stage, Grow NJ tax credits are
certified for use annually and proportionally based on actual job performance {retention and/or
creation) during that year; companies must submit a certification of costs (capital investment) at project
compiletion as certified by an independent CPA, as well as a certification of jobs from the Chief Financial
Officer, Additional performance-based requirements include maintaining the project employment for
1.5 times the period in which the business receives the tax credif, and maintaining a minimum of 80 .
percent of the Statewide full-time workforce from the last tax period prior to the grant approvai (as
evidenced through annual reporting requirements).

The NJEDA is confident in the existing safeguards, as well as its due diligence over the term of an
approved project; however, we remain committed to the highest level of fiduciary oversight. As such,
we have taken additional steps to further strengthen verification and monitoring related to Grow NJ
applicants, and as applicable, to existing BRRAG portfolio companies submitting their annual compliance
reports,

As recommended by the Office of the State Auditor, the EDA now requires that all applicants under
Grow Ni that currently have New Jersey-based operations submit the most recent WR-30 maintained by
the New Jersey Department of Labor and Workforce Development. While the WR-30 will provide a
check for EDA as it verifies statewide employment figures, the form lists all employees at all New Jersey
locations, including pari-time and temporary positions, and offers no distinction between these
categories. '
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As the Grow NI incentive is only available to support full-time positions and the award itself is based on
jobs at the qualified business facility, the NJEDA has taken an additional step by creating a “Grow NI
Employee Information Worksheet,” which is now a required document to be submitted by all Grow NI
applicants, The worksheet requires applicants to provide the following information: employee name;
title; date of hire; current location; current salary; employing entity; employment status {W-2, 1099,
PEC, ete.); hours worked per week; hours spent at the qualified business factlity per week; and a “yes”
or “no” related to health benefits offered. The WR-30 and “Grow NJ Employee Information Worksheet”
are required at application, and annually as part of the certification process,

» Dffice of the State Auditor Recommendation: The NJEDA should also define the time period a
" qualified full-time position needs to be filled to qualify for the full annual incentive,

» NJEDA Action: As BRRAG and Grow NJ have completely different statutory requirements for
verifying the existence of reported incented full-time jobs, it is overbroad in this instance to
conclude that recommendations relative to BRRAG to verify recipient compliance apply to Grow
NJ. Per N.LA.C. 19:31-18.3, under Grow NJ, full-time employment is determined as the average
of the monthly full-time employment for the tax period.

As it relates to monitoring compliance of the BRRAG portfolio, under the earliest version of the
BRRAG program, companies were required to submit documentation annually which provided a
snapshot of the year’'s employment; however, to bolster the monitoring and verification process,
the NJEDA currently requires companies to submit documentation annually that provides a month
by month accounting of incented positions and employees {the “job log”}. This job log inciudes hire
date, salary, and titles, and includes the annualized salary based on the employee’s current projected
yearly salary in each month.

The NJEDA reviews the information in the Job log to verify that the positions listed and the requisite
employees that fill those positions gualify as full-time, and are therefore eligible for the full annual
incentive. This approach allows the EDA to protect against incenting jobs that do not qualify as full-time
and ensures that companies remain in compliance during their grant term. To further strengthen the
monitoring and verification process, the EDA will utilize the newly required WR-30 reports as a double

~ check against the annual BRRAG reports submitted by companies.

As the agency charged with administering the State’s business incentive programs, the NJEDA takes its
fiduciary responsibility very seriously and our obligation to protect the public interest continues to be
our primary focus. As evidenced by reforms and improvements that have been implemented over the
years In our incentive programs, the NJEDA consistently reviews hest practices and utilizes its
transactional experience to improve and strengthen policies and processes where the statute allows.

With these recommendations from the Office of the State Auditor, we are pleased to continue this
practice by ensuring all files for Grow NJ projects retain documentation of support for all relevant costs,
and by requiring new documentation to enhance verification and monitoring of the BRRAG and Grow NJ
portfolios, We are also pleased to share that we have established an internal auditor function for our
incentive programs that will serve to provide an ongoing review of our application processes and
procedures. Additionally, at the certification stage, we have secured an independent group of Certified
public Accountants that will be tasked with performing “spot” audits on the information submitted to

[ QF x




the EDA from companies as they seek to initially certify job and capital investment numbers and as they
submit annual reports over the life of incentive agreement.
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Addressing Workforce Imbalances:

The McKinsey report finds that New Jersey has a shortage of middle-skilled workers (“with high school and some college
education™), giving as examples health technicians, construction, heavy vehicle maintenance, and retail management. The
report also states that New Jersey has a surplus of both high-skilled and low skilled workers. The report gives, as a cause
of the shortage of middle-skilled workers, a shortage of training opportunities for such workers.

1. The report recommends the promotion of apprenticeship, pointing to its wide spread use in nations like Germany,
also noting that the percentage of New Jersey’s workforce in apprenticeship programs is lower than the national average.
It should be noted that the German workforce is much more highly unionized, and that substantial apprenticeship
programs there (and in the U.S.) rely of funding provided by employers because of collective bargaining agreements.
Over 70% of U.S. apprentices are in construction, the most unionized part of the private sector. In New Jersey, State
programs to promote apprenticeship, like NJPLACE (New Jersey Pathways Leading Apprentices to a College Education)
and Youth Transition Transitions to Work (YTTW), have seen reduced state support, while resources from NJBUILD
which could have been used, were permitted to lapse into the general fund.

Should existing State programs to promote apprenticeship be fully supported and expanded, like NJPLACE and
YTTW, which support consortia of secondary and higher education, employers, and labor to recruit youth,
especially minorities and women, into apprenticeship combined with college credit?

Should resources be provided to stimulate, in new industries, labor-management agreements to guarantee long-
range private funding of apprenticeship? (as proposed in A-4598)

Are there other ways besides collective bargaining agreements to secure long-term commitments from employers
to support permanent apprenticeship programs?

‘Which new sectors have the best prospects for stable apprenticeship programs?

2. Aside from apprenticeship, the report to programs in other states to address the skill needs of middle-skilled workers,
such as a Pennsylvania program identifying 12 industry clusters for consortia of businesses, development agencies, and
educators to educate, train and employ middle-skill workers, and a Maryland program called the “Employment
Advancement Right Now (EARN), a which provides $4.5 million in state grants annually to fund regional workforce
training partnerships comprised of employers, educators and trade groups around that state.

New Jersey has much larger expendftures to aid businesses to meet workplace training and education needs, including
$12.0 million from its Workforce Development Partnership Fund for customized training for business, much of it for
similar regional consortia of industry stakeholders; $2 million for “Talent Networks” in seven industries, involving four
institutions of higher education, BioNJ, and the African American Chamber of Commerce; $10.7 million for 174 Skills
Partnership grants in 7 targeted industries; and $2.7 million for Talent Development Centers in three industries to provide
training grants to individual employer workers. The McKinsey & Company Report makes no mention of these quite
substantial efforts, much less provides any evaluation of them.

How do these existing New Jersey programs measure up to efforts in other states?
How might they be enhanced, expanded or otherwise modified to better meet the goals of the report?
Is the choice of industries and occupations in these programs optimal?

To what degree are they reaching community and parts of the State’s population most in need of their services,
including women and minorities?

Do these programs prepare workers for employment with wages sufficient to sustain a decent standard of living?
‘What, if any, standards are there regarding acceptable earning levels?

[ D X
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I EXECUTIVE SUMMARY

New Jersey is one of the most diverse
states in the Uniled States with nearly
45% of its 8.9 million residents being
people of color. Minority and Women
Owned Business Enierprises (MWBES)
comprisa over half of the firms In state,
with 237,242 minority owned firms
and 252,944 women owned firms,’

. constituting a potentially strong economic
engine for the state and region. The
diversity in our state is cne of our key
strengths. Diversity drives productivity,
‘and innovation. Public and Private entities
now recognize that with demographlc
shifts and advances in technology,
communication, and globalization,
diversity is quickly hecoming a driver
of growth. In order to harness and
leverage the economies of the stale's
most Importank assat, its citizens, ihe
new administration should be gu'ided
by principles that include "Diversity and
Inclusion as a choice." The successes of
the industry procurerment processes for
Diversity and Inclusion include a Chief
Diversity Officer (CDO) model, This Madel
is used by corporations and public entities
with particular emphasis on New York
State's present 30% MWBE utilizaticn.

It Is Imperative thal New Jersey deploys
a similar mode) that employs a post that
provides Cabinet level accountabity.

Appointment of a Chief Diversity Officer
who reports directly to the Governor is
a critlcai first step, The CDO ensures
divarsity in appointments, recruitrment,
and‘ the execution of diversity and
inclusion strategies targeted toward

appropriation of procurement spend.
The CDO works with the Appointments
afficials and agency recruiting teams to
ensure that diversity and inclusion are
Key requirements. The GDO works with
state Cabinet members and Appointing
authorities to ensure that the State’s
leadership is comprised of top diverse

-talent reflactive of the state's population.

The CDO also drives the state’s diversity
and inclusion strategy in the utilization
of MWBEs and strengthens the state
departments, agencies, authorities, local
municipalities, colleges and universities
accountabiiity toward achieving that
goal. The CDO works directly with
governmental units to develop a more
comprehensive and all-inclusive MWBE
development program that employs the
full range of wraparound policies needed
to foster greater MWBE utilization.

in New Jersey, disparily studies
conducted to evaluate the participation

' by MWBEs In government contracting

revealed a gap in the utilization of
MWBEs on slate contracts®. Statistics
show that the availability of MWBESs in
the marketplace compared to utifization
demonstrates that the state has falled

to maximize these valuable assets. Over
the years, there have been'consistent
legislative efforts to address this tnequity
and increase utilization of New Jersey's
MWEEs. Nonetheless, these businesses
continue to be excluded from the
procurement process. Upon further
review, it appears that the intended
gains were hinderad by the absence of &
statewide stratedic plan designed to drive

accountability, measure performance
and provide for centralization of
processes and procedures across state
departments, agencies, authorities,
municipalities, colleges and universities.
As a result, the underutilization of MWBES
in State procurement has detrimental
consequences for the fiscal health of
the state’s economy and its taxpayers.
Additionally, the underutilization

of MYBESs has a dire imbact on
communities of color.

A robust MWBE program increases
competition in public procurement,
ensures taxpayer dollars are used
efficiently, and fosters a more equitable,
competitive economy of shared prosperity
agross the state. State contracling resuits
in thousands of jobs and could benefit
communities of color and reduce the
unemployment levels because in many
urban areas, the majority of minorities

are hired by minority owned businesses.
One survey of Chicago small business
owners found that minority business
owners are five tirnes more likely to hire

minority workers than white-owned

businasses. 33olving the economic woes
in communities of color as part of an
overalt economic policy agenda should
be ane of the highest priorities of the
new administration. The appaintment

of a CDO will ba a key success factor

in changing the outcomes for

communities statewide.

The Business Case for Deving Transparency and Ascauntability fheough Diversity and Inchusion
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. NEW JERSEY’S ECONOMIGC LANDSCAPE

-Ratio of tép 19% income to bottom 99%

‘Male ‘Female  :Total
Total Population 1 4,279,600 4,512,294 8,791,894
White i 2,939,138 3,000, 110, 6,029,248
|Hispanicor Latino ! 783,418 7717261 1,555,144
Black or African Amei 565,706 639,120! 1,204,826
Asian 352,693.  373,033i 725726
Other T 286295 273,427 559,722
Rank (from Average Average Top-to-
highest to income of  income of the bottom
lowest) Statefregion  thetopl1% botiom 99% ratio
1 New York 52,006,632 544,163 45.4
2 Connecticut $2,402,339 $56,445 42.6
3 " Wyoming 42 118,167 ° 452,196 40.6
4 Nevadad . 41,386,448 436,160 38.3
5 Florida $1,265,774 436,530 34.7
6 Massochusetts  $1,692,079 456,115 30,2
7 California $1,411,375 548,899 289
8 Texas $1,301,618 $48,350 26.9
g New Jersey $1,453,741 $57,447 25.3
10 Hiingls $1,207,547 448,684 24.8)

Additionally, higher unemployment and po

blacks and Hispanics across the state.

New Jersey is one of the most diverse states in the country.
And although people of color make up almost thirty percent
of the population, they coniinue to experisnce

economic challenges. :

income, U.S. and by state and region, 2013

A recent analysis by the Fconomic Policy Institute shows
that New Jersey is one of the top ten states with unequal
income distribution.

The table shows that the top one percent of wage earners
earn 25.3 times as much income as the bottom 99 percent.*

verty’ rates continue to negatively impact

1 1
Unemployment Rates by Poverty Rates by Race and
Race and Ethnicity in - Ethnicity in New Jersey
New Jersey

y 2% 1 7%
10.00% 15% ;
5.00% ——4.10%i— 10%

s 5% - ,'*'i“' . ——
0.00% d 0% B K i
White Black  Hispanic  Asian White Black Hispanic  Other
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1. NEW JERSEY’S MINORITY AND WOMEN OWNED BUSINESSES

Data from the US Census Bureau's Survey of Business Owners shows

that from 2007 to 20 2, the number of minority owned firms increased Avera ge Business Value by Race

in New Jersey from 182,480 to 237,242 or by 30 percent and the . and Ethl"liCit\[ in New Jersey

nuraber of women owned firms increased from 21 3,374 t0 252,944 or

by 18.5 peércent. Less than one percent of these businesses are $700,000 T sea0935

New Jersey certified and have participated in the states’ current $600,000 - S re $537,235 —

MWBE program. ‘ $500,000 3
$400,000

So while growth Is a positive sign, a report from the MBDA notes that
the average receipts per minotity firm declined by two percent while
the average receipts for white firms increased by 13 percent. The

. average value of minority owned firms is considerably lower than that
of white owned firms. -

$300,000
$200,000
$100,000

V. NEW JERSEY’S DIVEF%éITY, MWBE PROGRAM AND LEGISLATION

The last New Jersey State Disparity Study was conducted in June of 2005, The final report, "The State of New Jersey Disparily Study of
Procurement in Professional Services and Goods and Commodities,” was delivered to then Secretary of Staie, Regena L. Thomas. The
report found evidence of substantial disparity in the utilization of MWEES for each of the five years of the study In each of the four categories
of state entity — state agencies, authorities, commissions, colleges and universities. '

The findings showed that while the state has had a longstanding tradition of implernenting race and gender neuiral purchasing incentive
alternatives, in conjunction with its MWBE programs, there were still rany procuremnent areas where there had baen less than full
competition and a tendency to reinforce the position of the incurmivent vendors at the expense of MWBES, Of the state’s total spending (5.1
pilliony, less than 2% ($97 million) went to rrinority and women owned firms. The state only utilized 1,248 unigue minarity and women owned
vendors and the mean utilization per MWBE firm for the five—year study interval was approximately $88,340 per Professional Services Firm,
$59,140 per Other Services Firm and $78,140 for Goods and Services Firm,

The study did not find any disparities in the utilization of non-minority, male owned businesses. That is, thare was no instance in an agency
for any procurement category in which non-minority, male owned businesses were underutliized.

Tne following issues were cited as anecdotal svidence of barriers:
- Failure of agency representatives to set goals al the subcontractor level, resulting In scant evidence of subcontractor utilization
* Complaints about the availabili& and accessibility of information about pending projects
. Limited knowledge of state contracting policies and procedures
+  Expenses associated with bid preparation
. Concerns about size of contracts
+  Delayed payments or nonpayment for services
+  Dlack-owned firms experienced being held to a higher standard

There were 21 recommendations that came out of the study including the reestablishment of an MWEE Office. Subsequent legislation from
2009-2017 has been enacted encompassing some of these recommendations. Unfortunately to dats, little progress has been made in
utilizing MWBES. Recently passed laws In 2017 include a Disparity in State Procurement Study Commission (Joint Resolution No. 3) and &
Chief Diversity Officer in the Treasury Division of Purchase and Property {Chapter 95), a position narrowly defined to monitor the State's public
coniracting process and report on the awards to MWBEs. Neither this position nor the other laws define the accountability and transparency
critical for reversing the underutilization of MWBES. )

.‘ (]a r \ The Business Case for Driving Tiansparency and Accountabilty through Diversity and Inclusion
- \r
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V. BEST PRACTICES

in 2010, a published New York State Disparity
Study found evidence of statistically significant
disparities betwesn MWBESs in the New York market
and the availability of such businesses, The study
concluded shat these disparities could not be
explained by factors untainted by discrimination.
Shorily thereafter, New York State passed the
2010 Business Diversification Act (BDA) to make
extensive changes to the existing Minority and
Women Emterprise Program, and provide MWBEs
with better and fairer opportunities to compete
for contracts in NY State. As envisloned, the BDA
is now one of the strongest minority and women
business enterprise programs in the nation, The
legislation provides for MWBES to be afforded a
full and falr process to compete for contracting '
opportunities throughout New York State.

One of the most substantive changes was the
increase in accountability on the part of State
agencies and public autherities to comply with
provisions pertaining to the participation of MWBEs
in their respective agencies. It provided a framework
for agency-specific goals based on the disparity
study; established a roadmap to meet those goals;
and included the adoption of remedial plans for
substantial faflure to do so. These resulls were
driven by the Ghief Divarsity Officer who reports
directly to the Governor and is part of the NYS
Executive Chamber. This role created an institutional
infrastructure within state government to facilitate
diversity and inclusion initiatives and communicates
the state strategy 1o all public and private '
stakeholders. In October 2047, New York State
Governor Andrew Cucro announced that the state
had achieved a 27% utilization of MWBES, spending
over $2.2 Bilion dollars. This figure represents an
almost 20% increase from when he took office.
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VI. RECOMMENDATION

Against the backdrop of New Jersey's existing MWBE program and the lack of diversity
requirements across the agencies, it is Imperative that the Governor create a Cabinet-level
Chiof Diversity Officer position empowered with the responsibility to ensure diversity in
appointments, recruitrment, and the execution of a diversity and inclusion strategy as it
pertains to appropriation of procurement spend. The CDO will work with Appointments
officials and agency recruiting teams to ensure diversity and incluslon as key reguirernents.
The CDO will also increase opportunities for MWBEs by spreading MWBE programs to

all major areas of state contracting from real estate and construction related contracts to
contracts for goods and semvices, including professional and financlal services such as
asset management, brokerage, insurance and underwriting services, the New Jersey Stats
pension plans and other fiductarles. The contracting opportunities and goals will be adopted
and administered by all state agencies, authorities, commissions, colleges and universities.
Any legislation inconsistent with this function will be reviewed and amended to carry out the
. goals of the state MWBE program.

The role of the CDO includes the following:

« Advise the Governar on statewide policies « Serve as a member of the State
related to workforce diversity and MWBE Procurement Gouncil
programming. Work with the Cabinet members
and Agency Heads to ensure compliance

Participate on the State Disparity
Study Commission

= Provide a framework for, and set goals for
participation of minority and women owned
business enterprises based on best estimates of
market availability, without set-asides or quotas,
and establish annual reports on activity under the
applicable programs

* Require State Agdencies to structure procurement
pracedures for contracls mads directly or
indirectly with MWBE firms to conform to the
recommendations of the Disparity Study and to
match enumerated goals

« Ensure that state procurement salicitation
documents set forth MWBE goals, require
that State Agencies provide lists of known
MWBE subconiractors to parties seeking such
] information and ensure that State Agencies verify
= Determine the oversight and enforcement participation by MWBE firms in
process of MWBE goals including but not limited their procuremenis
to a dedicated procurement officer for each
agency tasked with MWBE implementation;
monitoring monthly and annual metrics based
agency reporiing

» Establish stronger tools to moniter and enforce
compliance by all participants including, State
Agencies, contractors and businesses pursuing
certification or opportunities as MWBEs

« Make determinations as to whether any State
Agency has falled to comply. If so, the CDO would -
be empowered to act on behalf of the Agency to
implement a remediation action plan

+ Establish protocols and practices for State
Agencies to conduct outreach efforts to MWBE
firms, develop databases of qualified entities for
procurement opportunities

« Ensure that state Fduciary Entities develop
programs to provide financing/access to capital
for MWEES and Small Businesses

« Perform oversight of statewide public conferences
not less than annually with respect to the MWBE
cutreach strategy

« Qversee the implementation and utitization of
a statewide fechnology systern that monitors
and tracks agency MWBE spending real time,

provides analysis of agengcy utilization goals, and  « | pad Agency~head quarterly reviews

alerts agencies when they are off target
+ Provide annual reports to the Governor

* Ensure the process for sourcing the state
pensicn plans and certaln other fiduciary
controlled entities, conduct outreach to set
reasonable goals for working with MWBE
asset managers, financlal institutions and other

professional and financial service providers;and . \work directly with the Director of Appointments
to publicly report on such efforts and the Agency Heads to ensure recruitrnent for
senior level positions inciude diverse candidates

« Establish periodic meetings with Heads of State
Agencies, Authorities, Colleges and Universities
to review and advise on outreach efforts and
utilization of MWBEs
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New Jersey's rapidly changing demographics dictate that diversity and
inclusion strategies must be implemented for an inclusive economy and
shared prosperity throughout the state. Diversity should no longer be
thought of as a moral imperative because it is a business imperative. A
Chief Diversity Officer will help usher in a new culture that promates equity
and inclusiveness and be a driving force in New Jersey's effort to increase
efficiency and boost economic development opportunities for minority and
women owned businesses,

Passing legislation or signing an executive order for this new cabinet level
position should be an early priority so that the CDO can work closely
with the Governor to set a vision and goals for the end state. Next, the
CDO will work together with senior leaders to build a comprehensive
strategy to reach the goals. They will agree on annual targets that can be
measured and to which everyone will be accountable. Financial, human
and structural resources should be committed to get the job done.
Inclusion programs will be intiated across all organizations and diverse
leaders recruited and developed for board, executive and managing roles
throughout the state.

Successful Integration of diversity and inclusion requires commitment
across senior rankings from the Governor on down the line. The CCO
consults and coaches senior leaders, helping them develop strategies,
retain talent, and create an inclusive culture. This foundation creates the
conditions for a falr, inclusive and equitable public procurement. It will
prormote economic growth and opportunity throughout the state.

[ F%%

NOTES

' LS. "Stalistics for Al U.B. Firms by Industry,
Gender, and Race for the United States, States, Metro
Areag, Countigs, and Plages: 2012."

2 State of New Jersey Disparity Study of Procurernent
in Professional Services, and Good and Cemmodities;
Final Repoert ; A Purchasing Clsparity Study tor the City
of Jarsey Gity,New Jersey, Final Report

¥ One survey of Chicego small businesses found that
60 percent of minority-owned firms employed more
than 75 percent of mincrity employees, while only

16 percent of white-owned firms do the same. U.S.
Census Bureau Characteristics of Business Cwners
database, 10996.

* Economic Policy institute hilpfwwwiepl. org!
publicatlonncome-inequality-in-the-usffepi-toc-3

% Povarty table - https:/www.kff .org/other/state-
inchicator/poveriy-rate-by-raceethnicity/fourreniTirmefra
me=0&sorthodel=%78%22colld%22:%22L ocation#2
2, %2 250%22:%22asc% 22 %70
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