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ASSEMBLYWOMAN HARRIET DERMAN.
 
VICE-CHAIRPERSON
 

SUBJECT: COMMITTEE MEETING - May 19,1993 

The public may address comments and questions to Christopher R. Berry, 
Committee Aide, or make bill status and scheduling inquiries to Sharon 
Constantini, secretary, at (609) 984-7381. 

The Joint Legislative Committee on Economic Recovery will meet on 
Wednesday, May 19,1993 at 3:00 PM at the Wilson Music Building Recital 
Hall, Rowan College of New Jersey, Glassboro, New Jersey. The committee 
will receive testimony from CEO's and other business leaders in New Jersey 
on the role manufacturing plays in the State and on ways to help strengthen 
this sector of the State' s economy. This committee meeting will immediately 
follow the Rowan College Foundation' s first Rowan Forum entitled "The Role 
of Manufacturing in South Jersey". 

Directions to Rowan College of New Lersey: From North or South, take the 
New Jersey Turnpike to Exit 2 and follow Rt. 322 East, which runs directly 
through the campus. Lust after crossing the railroad tracks on Rt. 322, turn 
left into Lot A for parking. The Wilson Music Building is directly adjacent to 
this lot. 

Or 

Take	 Rt. 295 South to Rt. 42 South (Atlantic City). Continue on Rt. 42 South 
to Rt.	 55 South; and continue to Exit 50A (Glassboro-Mullica Hill) for Rt. 322 
East.	 Follow directions as above. 

If lost. call (609) 863-5276. 
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are you, and allSENATOR MATHEUSSEN: Mr. Rowan, how 

I'd hke to thanktho sewh0 j 0 i ned u s t I) day? F j. r s t I) f a I I , 

for convening thisSenator Sinagra and Assemblywoman Derman 

Committee down here this evening. 

My name is Senator Matheussen. It giv'2s me great 

pleasure to be here today, and have the Committe8 here today 

with this testimony, because as you may know, we ar.e in the 4th 

Legislative District. We are in Glassboro, which is part of my 

district. To have this area recognized with such an 

outstanding group of people to discuss what I think is probably 

the topic of the decade for this State, as well as for this 

nation, is truly an honor and I thank you, Chairpeople, for 

bringing it here today. welcome all. 

AssemblywomanSENATOR JACK SINAGRA (Chai~person): 

Weber? 

ASSEMBLYWOMAN WEBER: I am extremely happy to welcome 

you all to Glassboro, and to our District 4. You are more than 

welcome. It's really great to be right here and not have to go 

two hours or an hour and a half up to Trenton. We have a lot 

of resources here, and we hope you'll come often. Thank you. 

SENATOR SINAGRA: We have sitting in today, 

Assemblyman Rocco. 

ASSEMBLYMAN ROCCO: I've been on a panel earlier, and 

it's certainly a pleasure to be here. 

SENATOR SINAGRA: Assemblywoman Derman? 

ASSEMBLYWOMAN DERMAN: I'm ve ry happy to be he re as 

well. I can't wait to buy asparagus on the way to the New 

Jersey Turnpike. (laughter) 

SENATOR SINAGRA: With the introductions-­

ASSEMBLYMAN ROCCO: We'll tell you where to go, 

Assemblywoman. We'll get you the right ones. 

SENATOR SINAGRA: The stage is literally yours, Mr. 

Rowan. 
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HEN R Y ROW A N: Thank you, Senator Sinagra. As you 

know, I'm Henry Rowan, President of Inductotherm Industries. 

I'm delighted to have an opportunity to talk with you. I guess 

I could talk all afternoon about some of the programs that I 

think the Legislature could work on to improve the economic 

climate in New Jersey, but I'd like to summarize some of the 

things I said earlier and give a couple of thoughts that may be 

useful to the Committee. It is a pleasure, indeed, to meet 

with you this way. 

Over the last 25 years, the elective government of New 

Jersey of the people, by the people has allowed the 

bureaucr acy to get a s t rang leho Id on bus i nes ses , and I thi nk 

it's destroying the very fiber of the economy in New Jersey. 

What the government seems to have forgotten is that business - ­

any business is nothing more and nothing less than the 

people, themselves, in New Jersey who, as I said earlier, have 

banded together to make things, create things, or provide 

services. Alone, those people couldn't sell their talents, but 

by combining in business, they can sell their talents; they can 

thrive and make a living. So, a stranglehold on business then 

is, indeed, a stranglehold on people who elected the government 

that passed the laws, that set up the bureaucracies that are 

now strangling them sounds like the house that Jack built. 

The first challenge, then, is to get the bureaucracy 

under control. How by controlling their finances. No 

bureaucracy should be able to support itself by taking the 

public under the guise of fees and fines, and growing unchecked 

and uncontrolled. Even if the intent was initially good, the 

effect is devastating. To drive home the point and I'll 

probably get in trouble for this one -- if you had within your 

body some cells in one of your vital organs that could take 

nourishment from your bloodstream, produce more cells, and grow 

unchecked by your body's control mechanism, you'd recognize you 

were dying, and you'd submit to the scalpel, chemotherapy, or 
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whatever measure is necessary to get rid of this 

life-threatening growth to save your life. I ask then: Why do 

you, the government, hesitate to show the same concern for the 

State's body that is suffering from this same affliction? 

All fees, all fines, all charges by any bureaucracy 

any bureaucracy should go to the State Treasury. The 

Legislature should, by the budget process, control the size of 

the bureaucracy by determining each year how big they want that 

bureaucracy to grow. 

Next, the government has got to get behind the people 

who form the businesses to provide the lifeblood of the State. 

Stop passing laws that stifle business, add to costs, and make 

New Jersey less competitive in world markets. Recognize that 

every job in the State depends on the wealth brought into this 

State by farming or manufacturing. Help New Jersey companies 

remain competitive in the areas around the world, or there will 

be no jobs. 

Consider in each bill that you pass, will this bill 

make New Jersey more competitive or less competitive, and 

therefore, will it provide more jobs or less jobs for the 

people who make up the businesses of New Jersey? Ask 

yourselves, will the ECRA Reform Act release New Jersey from 

the terrible scourge or simply change the form? will it 

attract industry and jobs, or drive them away? 

As I said at lunch, if you pass the ECRA Reform bill, 

everyone will sit back, relax, and say we took care of the 

problem. You have not taken care of the problem until you 

separate the sale of property from the cleanup process. I'm 

for cleanup, but. I'm also for the right of any American, any 

New Jerseyan, to buy or sell a piece of property 

instantaneously to a willing buyer or seller. I think that's a 

right that you have to protect. The cleanup should be 

separate; the cleanup should be done, but it should be 

separate. That is the essence of ECRA Reform, and is not in 

the present bill. 
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Will the tax bills that you've passed make New Jersey 

manufacturers more competitive in world markets so that they 

can sell more goods and provide more jobs, or will they add to 

the costs and thus reduce New Jersey's opportunities In 

national and world markets? 

Get behind education. My suggestion is to phase in 

the voucher system so that as it is phased in, all New 

Jerseyans can have a shot at the finest education available. 

The poor schools will die and new, better schools some 

private -- will spring up. The quality of our education will 

leap ahead of other states and will offer a work force better 

able to compete. 

Finally, free the EDA program from the stifling effect 

of the prevailing wage. Don't even consider prevailing wage 

for hospital construction. And if you're really interested in 

the good you can do for the people of New Jersey as a whole, 

send a message to the world -- "Make New Jersey a right-to-work 

state." 

You have in your hands the means, the opportunity, and 

the obligation to our citizens to bring the State back to its 

former position of strength and leadership in creating wealth 

through industrial production. 

Thank you very much. 

SENATOR SINAGRA: Mr. Rowan, you may be interested in 

knowing that I know in the Senate, and I'm not sure what 

happened in the Assembly, or if the Governor signed it -- there 

was a bi 11 sponso red by myse 1 f , and Senato r Ma theus sen 

cosponsored, that would require on every piece of legislation 

that a jobs-impact statement be attached. 

MR. ROWAN: That would be great. 

SENATOR SINAGRA: That the impact of every single 

piece of legislation, its impact on business and jobs, would be 

attached to every single piece of legislation. 
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MR. ROWAN: That's great to hear. Be sure you 

recognize that the impact on jobs is sometimes very subtle. 

Does an income tax on our sales, for example, affect 

jobs? You could say no, but if our price is higher, we get 

less work, and we layoff people instead of hiring people 

because we sell competitively in world markets. 

SENATOR SINAGRA: The other thing that I've always 

grappled with, and maybe you can give me a-- This IS a rare 

opportunity to be able to talk to you and I'm going to take 

advantage of it, As a businessman, and also as trying to 

represent people in the Legislature -- those that elected me 

how do we grapple with different issues of the day? Six years 

ago, there's no question that the environment was the number 

one issue on the majority of New Jerseyans' minds. Today, it's 

jobs and the economy that are the number one issue. How do we 

balance between the day of the issue and representing our 

constituents? You know, how do we do that as legislators? 

What advice would you give us? 

MR, ROWAN: WelL I'm not a legislator, so I'm not 

sure I'm qualified to answer. But, like all things human, they 

become cyclic. Some years ago, PCBs polychlorinated 

biphenyls -- were the rage. I remember a railroad train in the 

Pennsylvania Philadelphia area that leaked a transformer 

containing PCBs, and all the residents whose children played 

along the railroad tracks were suing the railroad for the 

damage it had done to thei r chi Idren. Now, PCBs have never 

been established to have hurt anybody, anywhere, or at any 

time. Yet, this country spent $20 billion eliminating PCBs 

from the environment, throwing away perfectly good transformers 

and capacitors; the fire companies taking capacitors down off 

the poles and discarding them in some landfill in order to get 

rid of the PCBs. 

We SUbstituted hydrocarbon oils petroleum oils 

which now, when the electrical components fail, blow up. 
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They've killed people; they've burned down buildings; they've 

destroyed industry; and yet, PCBs at one time were the rage. 

Asbestos is the same thing. You all know the asbestos 

story without my going into it. It's a marvelous product, but 

if it's handled incorrectly, it can be detrimental. So we 

spent billions of dollars eliminating asbestos from the 

environment, instead of just not making it and letting time 

take care of it. 

Now, I'm not answering your question exactly, except 

to point out that the emphasis the people put on certain items 

depends on their interest at the time. When the economy is 

good and things are going well, they get concerned with the 

environment these nasty companies that dirty up the 

environment -- and it's, "Let's clean it up, let's put them out 

of business, and let's take care of it." Then when they don't 

have any jobs because of the economic effect on those 

businesses, they say, "Oh, we have an economy problem. Let's 

do something about that." 

Those same cycles, I think, affected this last 

presidential election, because we spent 50 years fighting an 

economic war with Russia. We won it. As the Cold War ended, 

the whole world fell into a recession and the President got the 

blame for it. We now have a new President. I don't know 

whether that's good or bad, but-- The public forgot about the 

g rea t job tha t was done in thi s co un try fight i ng an economic 

war and winning it, but was concerned now that that war was 

over that, "Oh dear, we have to change from a Cold-War economy 

to a peace-time economy, and we don't have any jobs. Let's get 

a new man." So we have a new man. 

I can't answer your question, but there are some 

philosophies there that you can think about. I think you have 

to try to educate the people. I think all too often I hear 

legislators talking about what they're for, but not analyzing 

the reasons they are for it, and trying to sell the people on 

their views on the matter. 
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Just for a moment I want to go back to PCBs. If you 

said, "Let's get rid of PCBs," that sounds good; dangerous 

things. But if you say, "Well now, how would you like to send 
)S me $300 of your money to help with the PCBs?" "Oh, I didn't 
lt want to do that." So if it's going to cost the people money, 

they think differently than if they think someone else is going 
1e to pay for it. I think the people of this country - ­ probably 
ne all countries - ­ and the people of New Jersey think that when 

industry pays for it, it's free. One of the things I tried to 
Jt get across at lunch was the recognition that when you tax 
ns business, they simply add it to their selling price, and the 
L S people pay it. And I don't care if you're making doughnuts in 
le a bakery shop or induction furnaces for the world, the 
Ie customers pay industrial taxes. So when you hang a tax on 
It industry, you're really taxing the people and hoping they don't 
t notice. And that's your problem. (laughter) 

:e SENATOR SINAGRA: Anyone else have any questions for 
S Mr. Rowan? 

SENATOR MATHEUS SEN : Yes, I have a ques t ion. I'm a 
t firm believer that it's business, and not government, that 
n really drives our economy. I'm somewhat of a capitalist at 

heart myself, but at the same time I recognize that government 
e can create opportunities, or create at least a passageway for 
w business to operate more efficiently and to operate, certainly, 
e more in a capacity which can earn dollars and create jobs. One 
c thing I'm interested in, and I think the Legislature is 
s i nte res ted in, is lea rni ng perhaps what tax incent i ves we can 
y 

enhance that will enhance business growth and also keep 
t business in New Jersey. Specifically, do you have any tax 

incentives that you think would be helpful, not just to large 

businesses, though, but also to small businesses, which seem to 

be a very, very important block of growth in New Jersey? 

MR. ROWAN: I just happen to have a whole list. 

(laughter) 
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SENATOR MATHEUSSEN: And we didn't speak before t:his 

started, did we? 

MR. ROWAN: No, we didn't. This IS just part of my 

talk. Actually, I left them out at noon because I was running 

over the allotted time. 

But you have before you right now, either in specific 

form or in discussion, quite a number of tax bills, each of 

which would help industry, all of which together would be a 

very powerful message to industry that: "Hey, guys, we're 

going to help you get efficient. We're going to help you get 

your costs and prices down and get more business." 

SENATOR MATHEUSSEN: You are familiar, then, with what 

has been looked at, and was being looked at, In the 

Legislature. Any of those that you think are extremely 

important? 

MR. ROWAN: Yes. The ones that I peeled out of the 

paperwork are the tax incentives for increased R&D, good stuff 

because thi s leads to next yea r 's bus iness . I t may not he I p 

this year's jobs, but it will certainly help next year's jobs. 

Accelerated depreciation to conform with the Federal 

standards; that's a Kamin bill. The first one is S-45, 

0' Conno r ; the thi rd one, that Sena to r Ha ines introduced, 1 s 

relief for S corporations. Generally, S corporations are 

small, and I think that's necessary so that an S Corporation is 

treated in New Jersey exactly the way it's treated in the 

Federal statutes. 

Phase out the tax on business machinery and 

equipment. Now, a lot of that tax has gone, but a lot of that 

tax hasn't; for examp Ie, vehic les . Some people buy vehi c les 

for personal use; some companies buy vehicles for their 

salesmen's use: trucks, delivery trucks, that type of thing. 

We use airplanes to bring customers into New Jersey, and with 

them sell literally millions of dollars' worth of product In 

other states. And yet, when we buy an airplane, 6 percent of 

8
 

You are Viewing an Archived Copy from the New Jersey State Library



that goes to the country. So for our little old Lear, we had 

to send $240,000 to the State of New Jersey to buy an airplane 

to go get some customers and bring them into New Jersey. It's 

not used as an executive perk; it's used as a working tool for 

industry. So that's a tax that certainly discourages people 

from using their imagination to find better ways of selling. 

There's the A-238 Kamin bill to eliminate the tax on 

telecommunication equipment. Broaden sales and use taxes for 

all materials used 1n manufacturing operations kind of a 

catchall, but if it's used in manufacturing and you tax it, you 

run up the price of manufacturing and we don't sell as many 

widgets in Ohio or in Turkey. 

And then Property Tax Reform, S-847, the Lynch bill - ­

and again, any property taxes tha t indus t ry pays go into the 

price of its goods. 

So those were the eight -- the seven, rather -- that I 

picked out of the information that you folks are already 

studying. The big one I talked about earlier is to improve the 

system of allocation of income tax so that tax on profits, on 

sales to other states, and for export are eliminated. Why 

should we tax the money coming into the State? Let's get it in 

here, get it turning around in the State, and then tax it. But 

don't tax it when it comes in, because you keep it from coming 

in. I think that's a very, very important one. It would 

reduce our prices on the products that we sell worldwide and 

bring more foreign money in, which is good for the State and 

good for the country as a whole. I don't think there's any 

single bill that could do more than that. 

There is in the tax docket a proposal to double the 

weight double weight the sales factor in aportioning the 

corporate business tax. You may know that when we calculate 

our corporate busines tax Inductotherm's tax -- we take the 

number of people we have outside the State and inside the State 

as a percentage. We take the amount of property outside the 
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State and inside the State as a percentage, and the sales 

outside the State and inside the State as a percentage. Add 

them together, divide by three and we come up with a percentage 

of is it 9.2 percent sales tax that we pay ln New Jersey 

now, whatever it is the sales tax that we pay. So if we 

have no people outside the State and no property outside the 

State, and all of our sales go outside the State they don't, 

but if they did -- then we would pay two-thirds of the income 

tax of someone who only sells within the State. Therefore, our 

prices outside the State -- bring-in wealth -- would be higher. 

So that's been suggested: to double weight the sales 

so that you would take two parts of sales, and then one of 

people and one of property. I would go further than that and 

simply allow the sales to be apportioned-- Total sales, let's 

see, outside the State versus total sales, times the tax rate, 

and that would ,eliminate any tax on that money coming In. Now, 

you might say, "Well, son of a gun, we can't do that because we 

need the taxes." But if we bring the money in, and we pay our 

people, and we pay for the goods and the services in the State, 

then that money goes as income into the other industries -- the 

suppo rt indus tries. I t get s moved a round two or three times, 

the so-called ripple effect, and that money will earn more 

taxes that way than not coming in. 

If we lose a million-dollar order, as I indicated at 

lunch / because of bei ng a coup le 0 f pe rcent high and it 

happens -- then there's a million dollars' worth of business we 

don't get into New Jersey. That's 50 man-years of work in New 

Jersey, at $20/000 a man-year / and that's including the ripple 

effect -- our people plus the support. So a small increase ln 

price can sometimes cost us a huge amount of business. 

I would carry that same allocation for out-oC.... state 

sales versus in-state sales to other taxes as well. I don' t 

think you'd want to impose it on property taxes / because that 

might affect the township. But certainly on sales taxes and 
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other taxes that an industry pays, so as to get a kind of 

double whammy out of the advantage of selling outside of the 

State. 

Those are the tax items that came to mind as I got 

ready for this session. Good stuff. 

SENATOR SINAGRA: Thank you. 

Any 0 the r ques t ions? (no res ponse) Thank you ve ry 

much. 

MR. ROWAN: Thank you for letting me talk with you, 

folks. I enjoyed it. 

SENATOR SINAGRA: Dr. James? 

HER MAN D. JAM E S, Ph.D.: I was going to begin by 

saying, "Welcome to Rowan College," but I think you just met 

him. (laughter) It is my pleasure to welcome you, Senator, 

and the members of the Joint Committee on Economic Recovery, to 

Rowan Co lIege of New Jersey. I want to thank you for having 

this meeting here today. 

We're a lways pleased to host commi ttees of the 

Legislature; however, given the importance of the economic 

recovery of the entire State, I'm especially pleased to welcome 

you here today. 

The first Rowan College Forum took place on our campus 

today. I feel the conference developed an agenda which 

confirmed some existing thoughts on how to encourage economic 

development ln New Jersey, and identified some new ideas that 

should be considered. 

We all appreciate the Joint Committee coming to Rowan 

Co lIege to take test imony on thi s subj ect . Phi 1 Tummi ni a wi 11 

present the major recommendations of the Forum to you for 

consideration in a moment. 

I want to talk about economic development from the 

perspective of an institution of higher education in the State 

of New Jersey. First, let me indicate that Rowan College is 

embarking on a road traveled by few institutions of higher 
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education nationally. We're investigating the feasibility of 

identifying economic development as one of the main external 

activities of this college. We feel that our location, breadth 

of curriculum, outstanding academic programs, the possibility 

that we have the only residential undergraduate engineering 

program in South Jersey, and the encouragement we're receiving 

from the South Jersey corporate community, all point to the 

potential success of our involvement. 

While recognizing that Rowan College is new to the 

economic development arena, I think a few observations are 

obvious. To be successful, there must be a trust between the 

public and private sectors that they both are working towards 

the same goal. We need to change the impression that New 

Jersey is not a business-friendly State. If the perception is 

not correct, then why not? And if it is correct, then let's 

change it. 

There are a number of successful business incubators 

in the country, many associated with colleges or universities; 

however, given the limited resources available to higher 

education institutions in New Jersey, funding economic 

development activities is a problem. 

I recommend that your Committee give consideration to 

the idea of providing seed money to those colleges and 

universities in the State that are playing a role in economic 

development of the state. This support is needed to pay for 

faculty staff time to assist companies in either their initial 

years of operation, or to assist them in their planning for 

success. Clearly, the goals should be to have stand-alone 

programs within five years, 

The alternative I face as the college President, of 

course, is to charge students additional tuition for this 

activity, and I'm certain that we all would agree that would 

not be the right thing to do. 
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So, 1.n conclusion, I note that the involvement 1.n the 

economic development activity gives Rowan College an 

opportunity to provide leadership in an area that 1.S vital to 

our State. The rewards for our efforts will be the 

revitalization of the region's economy. While we recognize 

that no single entity can make that happen by itself, we at 

Rowan College want to be part of the solution. We believe that 

we can make a contribution. 

Again, I thank you for being here and having this 

meeting on our campus. Thank you very much. 

SENATOR SINAGRA: Thank you. 

Any questions? 

ASSEMBLYWOMAN DERMAN: I have one question. 

Doctor, how have the students who are graduating this 

year fared in terms of finding jobs? 

DR. JAMES: Well, we haven't run a survey on the 

students graduating at this point, but we normally run a survey 

of the students going out a year later. Overall, I think that 

students are facing the same situation probably as we're 

f ac i ng , you know, throughout the Sta te and the country. I 

know, in particular, we just did a survey on our elementary ed 

majors because, again, of tremendous concern about the 

pressures we're facing in elementary ed of individuals who 

would like to get into the college, and at the same time, we're 

unable to accept as many students as are applying. 

We found 1n the survey that was just conducted tha t, 

of the graduates 1n '92 in elementary ed, approximately 50 

percent did find jobs in the area of early childhood education 

or elementary education. The remaining 50 percent -- roughly a 

total of about 97 percent, so a total of 95 percent of the 

individuals are also employed in some capacity in the area 

of substitute teaching or temporary teaching. So roughly 95 

percent of our graduates of last year in the elementary ed 

program are employed in some related fields of education. 
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I think our School of Business graduates also hold a 

similar type of success rate in employment opportunities. 

ASSEMBLYWOMAN WEBER: Dr. James, on that survey, 1S 

that within the State or-­

DR. JAMES: Jus t abou t all are within the State, and 

within this region. 

ASSEMBLYWOMAN WEBER: Okay. 

SENATOR SINAGRA: Thank you, Doctor. 

DR. JAMES: Thank you very much. 

SENATOR SINAGRA: Don, do you want to-­

DON A LOS CAR R Y: I promise I won't take any pictures 

of you. (laughter) Good afternoon, Mr. Chairman, and members 

of the Committee. My name is Donald Scarry. I'm a principal 

in New Jersey Economics, a policy-oriented consulting firm 

based right here in South Jersey. 

I've been listening very carefully all day to the 

people I've been taking pictures of, and I've been listening 

carefully all day to these experts on manufacturing issues, on 

southern New Jersey, and on the process of economic 

development. I have some thoughts on the process and 

procedures of economic development that I'd like to share with 

you, and I will be as brief as possible. 

I think. one of the subtexts of this conference today 

is that we are seeking answers to some questions. What wi 11 

New Jersey's economy be lik.e in the 21st century? Will 

manufacturing essentially abandon the State more than it has in 

the past? Significant question: Will the service sector be 

leaving as well? 

Many services for example, engineering services, 

design services, a lot of environmental services -- are tightly 

linked to manufacturing and can't exist without it. Will our 

urban sectors be excluded from economic activity? Will all the 

citizens of the State of New Jersey be full participants in the 

economy? 
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There are no answers to these questions. But I W;:lnl:. 

to point out very carefully that the answers can be whatev~( we 

want them to be, and we are creating them day by day. Despite 
s 

having the right economic development programs whatever that 

means despite a forthright recognition of the need for 
d manufacturing, despite a number of outreach programs, New 

Jersey's manufacturing base continues to shrink at a totally 

alarming rate. This situation has been taken seriously and has 

become the focus of increased attention. Each legislator has 

received in his or her office a study done by my firm called, 

"The Death Throes of an Industrial Giant," and another one 
s called, "A Workbook for a Preliminary Review of Manufacturing 
s in New Jersey." Sometime In the fall, we will be coming out 
I with a specific set of policy recommendations to revivify 
m manufacturing. 

I would like to share a few thoughts and principles 
e with you at this moment. What principles can we use to 
g approach the future? First, we need to extend the economic 
n 

planning horizon beyond the short term. Senator Sinagra asked 

Mr. Rowan, "What can we do to deal with the issues of the 
j 

day?" One of the problems that we have as a planning entity -­

the State of New Jersey -­ is that our planning horizon is too 

short because it is politically determined; therefore, we are 
{ always dealing with the issues of the day, and not the Issues 
L 

of tomorrow. 

If you are an Assemblyman, it's two years. If you are 

a Senator, it's four-four-two. If you are a Governor, it's 

four. If you hired me to give you some strategic advice, one 

of the first things you would say to me if you were an 

Assemblyman is, "Don, it's got to payoff the year before the 

election." No one is planning out in the long horizon. 

Second, we have to provide the climate tor personal 

economic growth for both workers and entrepreneurs. whatever 

the future, it has to provide meaningful economic opportunities 
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for every citizen in the State. This will require massive 

investments in human capital. Jobs of the future wi 11 demand 

more and high~r levels of human input. This climate will also 

require investment in a tax structure that accommodates 

business growth; there will not be one person too many and one 

business too few. The task before us is exciting and daunting. 

The third principle of economic development that 

think we have to look at is that we, as a State, should plan an 

economic footprint broad enough to withstand continual shocks, 

and deep enough to provide rock-solid strength. That means 

that we cannot become a service economy alone. We have to have 

a manuf actur ing base, and it ha s to be a strong manuf actu ring 

base. The broader our economic base, the more flexible and 

open to change our economy can be. Narrowly focused economies 

are at risk. 

You take a look at Michigan when all they did was make 

cars. They were a yo-yo; everytime the national economy would 

go up and down a point, Michigan would skyrocket. Right here 

in South Jersey, Cape May County is too tourist oriented, so it 

experiences large amounts of unemployment. We need a broad 

economy. 

How can we compete in the 21st century? The first 

thing we have to do in New Jersey is to move from passive 

economic development to an aggressive, targeted plan for our 

future. Since the earliest days of our nation, New Jersey has 

been located at the heart of our country's economic activity. 

Our location has been the core of our industrial heritage and 

economic streng th. Our geog r aphic g if t has been supp lemented 

by a vigorous, demanding, and productive workforce capable of 

making whatever the world needed, however complex and however 

hard to work. We have had 300 years of economic prosperity 

based on those two gifts. 

However, there are some serious questions as to 

whether those gifts are sufficient to carry us into the 21st 
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Century. Technology has shrunk the world; the l)ower of our 

location has diminished. Other people have become strong 

competitors to the productive activity that was once ours. The 

economic rebirth of the globe, coupled with new technologies of 

production, have placed our citizens in competition with 

countries, regIons, and places that were once too remote to 

compete on the world scene. 

We f ace a new g loba 1 economy, a new set 0 f economic 

circumstances. We face this world without a clear vision of 

our State's future. We have never had to have a long-range 

plan. We have been able to prosper without striving; economic 

power has always been ours. This complacency has to be 

changed. We need to identify those economic activities for 

which New Jersey's location is still an advantage. We need to 

make massive investments in our citizens. We're not too late 

to do this. There is no despair In this situation; only 

challenge. 

Moving from passive to active economic development may 

be the single most crucial step in creating and shaping our 

economic future. An effective vehicle to start this 

transition, and only a vehicle, is to narrow the universe of 

prospective businesses we want to target for our industrial 

future. I note here in South Jersey that Atlantic Electric 

began that process for South Jersey last year. 

What businesses should New Jersey want to attract? 

Why do we want to attract those businesses? what are our 

assets and to who do those -- who or whom -- do those assets 

make a difference? Which assets produce sufficient value added 

to allow an expe~sive location? A targeted list of businesses 

for New Jersey is more than an exercise In statistics; it is 

the first step in moving from passive to active, aggressive 

economic development. It is our first step into the future. 

But we need more than a list of industries. We need 

an action plan, step-by-step guidance into the economic 
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future. We should create a statewide economic development 

corporation. This should be a public/private pa:ctnership. I 

want the private sector to put some money on the line. I want 

them to have a role in future economic development planning. I 

want them to be fuller participants. In fact, economic 

development planning is too important to be left to the public 

sector. 

New Jersey has developed a land-use plan. Its purpose 

was to provide for a spatial future, and guidance regarding 

public investment. What about the industrial dimensions of the 

fu tu re? Have we lef t those to chance? Are we i ndi f f e rent to 

the businesses that fill up our scarce open space? Not 

really. Do we have any idea what those businesses should be? 

Not really, either. New Jersey needs to plan its economic 

future as clearly as it has planned its spatial future. 

To implement the economic development plan, the 

Governor should appoint a development counsel -- c-o-u-n-c-i-l, 

not another one, please a development counsel, 

c-o-u-n-s-e-l, in the Governor's Office to ensure that elements 

of the economic development plan become State policy. I would 

also propose that the public/private joint venture -- statewide 

economic development corporation be charged with the 

development of the long-range plan. That's what would be 

important about the development counsel. 

There are some-- What happens when everybody has 

economic development programs? If you go to Trenton and you 

1 i sten to peop Ie, they say, "We have EDA loans." I cha llenge 

you to find me a state in the nation where, if Mr. Rowan was 

going to build. a new factory, he would not get some 

below-market inducements. I challenge you to find a state for 

me that would not come up with a labor program. I challenge 

you to find a state for me that would not do the curb cuts. 

There's too much emphasis in New Jersey on the productivity of 
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those programs; some of our progr-3ms are superior. I'm told 

our EDA iss u per i 0 r, b1I tis itt he be s tin the n a tj. an? I don' t 

know about that. 

Let's begin with four observations about economic 

development programs in general: 

1) Many states have economic development programs 

similar to ours. That's not news to anyone on that side of the 

table. 

2) More importantly, businesses don't respond to 

specific programs. They respond to a wide variety of location 

issues, including basic operating costs, business climate, 

regulatory environment, and positive and negative State-based 

economic development issues. No one moves to Alabama because 

they can get cheaper money there. No one moves to Michigan 

merely because they have better employment and training 

programs. when you make a business decision, it is an 

integration of everything that is available to you. 

I want to speed up a little. The last point I'll make 

about economic development programs is: Most of our economic 

development programs are key to older business location 

theory. Modern business location decisions are much more 

complex and much more subtle than finding a place that will let 

you pollute, than finding a place where you can get cheap 

labor. No one who is moving out of New Jersey, who is moving 

out just to get cheaper labor, or just to get lower 

environmental standards, is going to be stable 1n their new 

location. No state in the nation is going to allow you to 

pollute. 

Recently, the National Governors' Association held a 

corporate roundtable to discuss factors in industrial 

location. The factors the corporate participants identified 

probably will not surprise you, and they were in order of their 

identification. 
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Number one. an education system that can provide 

qualified workers over the long term. We do not have that In 

New Jersey. We have a public education system J_n our urban 

centers that is fiscally bankrupt, but it IS also morally 

bankrupt. We turn out people from our urban centers who are 

functionally illiterate; do not have dress, demeanor, or 

deportment to take a job; do not understand the discipline of 

the workforce. This is an economic development issue that we 

have to deal with. 

The other issue in New Jersey -- and again, this IS 

not news to anyone in this room is that businesses are 

looking for efficient regulation, including timely processing 

of licenses and permits. I would submit to you that New 

Jersey's DEPE is the single most important obstacle to economic 

development in the State of New Jersey. I want to be careful 

when I-- I want to explain that carefully. I don't know of a 

business that wants to cheat on environmental regulations. I 

don't know of a business that wants to say, "Instead of one 

part per billion, I want to do two parts per billion." 

Businesses come in, they file plans, they achieve environmental 

standards, and they want their damn permits in the period of 

time that they're supposed to get them. And we do not get that 

in New Jersey. 

Another point is the ability to work with the 

Governor's Office, and a feeling that business will be brought 

in on policy decisions that affect the business community. I 

submit that the business community sees much of New Jersey's 

government as hostile to business health. They are not brought 

in on business decisions and they should be. And then 

please do not ki 11 the messenger -- thei r next recommendat ion 

is a predictable Legislature that will not Impose undue 

mandates on the business community. New Jersey's Legislature. 

while being made of the finest individuals I have ever come 

across-­ (laughter) 

SENATOR SINAGRA: This Legislature? 
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MR. SCARRY: Yes, this Legislature has an alarming 

tendency, for example, to mandate the inclusion of this or that 

in Blue Cross and Blue Shield; to mandate-- For example, last 

year during the height of the recession, you passed the largest 

increase in New Jersey's minimum wage, ever, In fact, it was 

the largest increase in any state's minimum wage program since 

the inception of the minimum-wage program. The business 

community told you it would-­

SENATOR SINAGRA: One correction. We did not pass 

that bill last year. We didn't stop it, but it was passed by 

the previous Legislature, and there was a movement to stop the 

implementation. 

MR. SCARRY: I stand corrected. 

SENATOR SINAGRA: Thank you. 

MR. SCARRY: The State of New Jersey implemented it, 

Okay? That message-- Who was talking about messages? Was it 

Mr. Rowan? That was probably the most destructive message that 

the State of New Jersey could have sent out to the board rooms 

of firms in Indiana. I mean, I could imagine a firm in Indiana 

looking for an East Coast location and they hear about it 

and they may not even use minimum workers and they say, 

"Scratch that State. That's hostile to business." 

And last, executive and legislative actions and 

attitudes that are viewed as minimizing risk and uncertainty, 

and that certainly isn't true in the State of New Jersey. 

I will finish momentarily. What's missing 10 our 

State is a complete, integrated economic development program 

for New Je rsey' s future, a ba I anced p I an that takes reasonable 

risks and benefits into account. We've attempted to plan 

almost every other alternative future we can envision. There 

is CAFRA; there is ECRA; there is the State Development and 

Redevelopment Guide Plan; there is the Meadowlands Plan. We 

have attempted to plan every future that we can. We have to 

create an equally clear vision of our economic future, and to 

do this we should do four things: 
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1) Target those industri~s we need to have Eor our 

economic security, and in back oE that recommendation is, move 

from passive to active economic development. 

2) Deve lop a I ong- run economi c deve lopmen t p I an tha t 

is the product of a public/private sector economic development 

corporation that has a planning horizon that is not driven by 

election necessities. 

3) Make the investments necessary to implement that 

plan. 

4) One that's been hit hard: Develop a rational 

calculus to judge the costs and benefits from the presence· of 

any industry. 

A keystone to our new approach to economIC 

development: New Jersey needs a clear, articulated, 

cutting-edge calculus that compares incremental benefits and 

costs in environmental issues. We need to look the risks of 

economic activity squarely in the eye and develop a method of 

analysis that recognizes the reasonable risks compared with the 

reasonable projected benefits. We need to develop an 

incremental cost-benefit approach to environmental issues, a 

calculus that compares increments in benefits and increments in 

costs. As an economist: There's no free lunch. 

This calculus, by the way, should be embodied in 

legislation. It should not be the product of idiosyncratic 

deals between government and individual businesses. This 

incremental calculus should also become a statutory basis by 

which rules and regulations are developed. 

I want to thank you for your time. Those are my 

recommendations. 

SENATOR SINAGRA: Any questions? 

SENATOR MATHEUSSEN: I would only comment that that 

was very good. 

MR. SCARRY: Thank you. 

ASSEMBLYWOMAN DERMAN: Mr. Gillespie? Hello, again. 
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J 0 S E P H G I L .T... .'E S P J E, ESQ. : Good afternoon, 

again. Thank you for letting me be the token Northerner. 

(laughter) 

I wish to thank the Committee for this opportunity to 

again appear before you. Some months ago, when I last 

add res sed the Co mm itt e e , the iss ue seemedt 0 be how to a t t r act 

more business to New Jersey. Now, with the lingering recession 

and the high unemployment rates, the issue is that of retaining 

jobs and manufacturing In New Jersey. 

Much of what I can say on either subject IS the same, 

although the tone may be a little bit more strident. The major 

Issue facing high-technology manufacturing in New Jersey, I 

think, can be summed up in the phrase, "will the last one out 

please turn out the lights?" 

Let me start by saying, I'm not an economist; I am not 

a demographer, nor a statistician; I am not a futurist. I am, 

by education, a businessman and an attorney. I am the 

President of Boonton Electronics Corporation, which is a small 

high-technology manufacturer, which is also located In 

northwestern New Jeresey. Boonton was founded 45 years ago In 

this State, and remains centered here. We manufacture RF and 

microwave test and measurement equipment, and electronic 

components. 

Our largest customers have been military and military 

contractors. As a result, we saw our business fall 40 percent 

two years ago and stay there. For those who think the military 

recession started within the last year -- I have news for you. 

The small companies have been pounded for several years, not 

with falls of 15 percent or 20 percent, but with declines 

, I 
I starting at 30 percent and going to 100 percent. 

There are some 2000 electronics companies in New 

Jersey, and most of them are small. Many of them are 

manufacturers, and many of them are in trouble because of the 

decline in military work, continued equipment recession, or 
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cutbacks in demand by large customers. Those of us who survive 

have become experts in downsizing and short-term prioritizing. 

The electronics industry is the largest industry in the United 

States and has historically been our country's largest growth 

vehicle. By classification we are generally considered the 

second largest industry in New Jersey, although some claim can 

be laid to first place depending upon what is included in each 

industry category, and a stronger case can be made for 

electronics manufacturing itself. 

The electronics industry in New Jersey is the fifth or 

sixth largest in the country. In its most restricted view,the 

electronics industry currently employs 80,000 In our State. 

That is down from 100,000 in 1989 and 107,000 in 1987. 

Back to who should turn off the lights: Over the past 

few years, as the debate concerning health and manufacturing 

has been drawn, I' ve heard some experts say that we haven' t 

lost our manufacturing capability, as we are able through 

productivity gains to create the same output with a much 

smaller work force. This point would be valid if our job loss 

were directly related to automation or direct productivity 

gains, but those jobs have been exported and we now buy the 

same products we used to make. 

I'll confine myself to talking about the electronics 

industry, although conversations with other industries seem to 

indicate that some of these points are universal. Why should 

we want to retain high-growth technology manufacturing in New 

Jersey? Manufacturing pays substantially higher real wages 

than service jobs. Our industry's average wage is $40,000, 

which ranks the highest of any honest business in this 

coun try. Manuf actur ing jobs crea te mo re suppa rt jobs than do 

service positions. That is known as the manufacturing 

multiple, which is estimated at various points at 5 to 1. Even 

if service predominates, the presence of substantial 

manufacturing will make the economy more resilient to downturn. 
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If we want to learn anything from the Jap~nese and th~ 

As ian rim co u n t r i e s , I 00 kat what the y tar get e d f j. r s t; i t vi a ::; 

manufacture and still IS manufacture. In the electronics 

industry we have a permanent $20 billion debt cleficit which 

we're paying in goods, not services. 

what is driving small manufacture from the State? The 

answer to that IS In three parts: resources, overhead, and 

taxes. Resources: Resources in the electronics industry are 

first, a highly skilled workforce; and second, money. At the 

highest level, New Jersey has some of the finest technical 

universities In the country and In the world. We currently 

produce some of the best engineers and scientists anywhere. 

If we examine the graduate science and engineering 

programs, you will find many of them dominated by foreign 

nationals who, upon graduation, will take their skills back to 

their homeland. with the drive to concurrent engineering and 

seamless manufacture, the most effective solutions In locating 

high-technology manufacture is locating not high-technology 

manufacture where design is located, or design where high 

technology-manufacture IS located; the concept that the U.S. 

can remain the research and development powerhouse without 

manufacture is flawed. 

At the next level down, our technical schools are 

producing poorer technicians than ever before, and with the end 

of the draft, the military is no longer a major source of 

trained technical personnel. Temporarily, the industry 

downsizing provides a surplus, but that will be exhausted. In 

the next few years, the skills that are required of technicians 

will increase significantly and small manufacturers, with 

limited capability to train personnel, will defer needed 

changes in their processes because these resources will not be 

available. All of the talk about apprenticeships and K-12 

science and math education is wonderful, but stop talking. Put 

it in the hands of people who can get the job done, and do it. 
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At the production floor leveL we are required to 

compensate for the success of our quality education by teaching 

courses like converting fractions to decimals. The issue of 

money is simple. You can forget the ads. There is no bank 

borrowing available to small- and medium-size companies coming 

out of the recession. Those who need money can't borrow. 

Those who owe are under constant pressure to repay, and 

therefore, must limit any investment 1n recovery. As I 

understand it, commercial banks were established to lend money 

to business enterprises, not invest in government securities. 

The current capital rules audit criteria government securities 

yields. We've little doubt about where the banks will invest. 

In the electronics industry, direct labor costs are no 

longer terribly material. While wages are high, the labor 

content has been reduced by automation and improved methods. 

Overhead: While direct labor costs may historically 

have caused the departure of manufacturing jobs from New 

Jersey, overhead will prevent their return. For purposes of 

this talk, I classify into overhead everything except direct 

manufacturing, design, and selling costs. Those costs within 

ou r cont ro 1 a re reasonably ba lanced, but there is a c 1as s of 

overhead costs which are related to our being in business in 

New Jersey, and they are growing out of control. 

First and foremost is health care. Our company, with 

less than 100 employees, has an average per employee cost of 

over $5000, in part because we have a good program, and also 

because we have an aging population. This is in spite of the 

fact that we self-insure some portion of our employees. In 

1987, our cost was eight cents per labor dollar. In 1990, when 

we instituted self-insurance, the cost was thirteen cents per 

labor dollar. I would say today it's fifteen cents. Actually 

we just got our bills in, and it will be sixteen cents per each 

labor dollar. Health care reform seems now to be addressirlg 

how to pay for extending coverage, but not how to make it more 

cost-effective. 
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Second, and almost as bad, 1S 8nvironmenti'11 

the company, weregulation. Many years ago, before I joined 

and dumped whatemployed a cleaning solvent in small quantities 

little didn't evaporate down a drain into a dry well. That 

activity stopped in 1978, when those in charge were first made 

aware of concerns about the solvent. The company began a 
I. voluntary identification and cleanup program at this previously 
ld leased facility in 1985. The material IS suspended above the 
I upper aquifer and does not affect drinking water. To date, we 

have spent $1 million and are nowhere near the 10 parts per 

billion required. It is also likely we will never get there. 
~s While it's been as yet somewhat unique, many other 

small manufacuturers can cite encounters with ECRA or clean 
10 water regulations that are just about as grim. 
'r Then there is the general sheer weight of regulation, 

both Federal and State, the former affects the State somewhat 
y equally. The regulations fall disproportionately on small 

·w companies and small manufacturers. Occasionally, lip service 
f is given to simplified regulations for small companies, but it 
t isn't meaningful. Interestingly, government, which is 
n unhesitatingly suspicious of business, chooses to impose the 
f heaviest burdens upon those who attempt to do the most for 
n their employees. You aren't required to have pension and 

health plans, but if you do, you are required to comply with 
h the rules and make reports. In the case of pension plans, that 
f probably isn't bad. 
o As far as taxes are concerned, there's little I can 
e say about New Jersey taxes which I didn't say at the last visit. 
n What can be done to retain manufacturing? The answer 
n for New Jersey is easy to state, but difficult to implement. 
r Fix the banking system to provide loans to small- and 
'f medium-size companies to permit them the transition from 
h recession. In the absence of that, but nowhere near as good, 
'J continue the aggressive EDA programs from which many of us have 

benefited. 
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Implement an aggressive program to teach New Jersey 

children that technology and manufacturing are worthy 

pursuits. Bring K-12 science and math education to world class 

instead of competing with Portugal. Implement technology 

apprenticeship programs now, before we miss the 

digital-technology wave. 

Get rid of bad laws and bad regulations. I think the 

best way to deal with this is by eliminating the concept 

covered by the phrase, "essential government services." with 

perhaps the exception of law enforcement, there are no 

essential government services. Regulations should be written 

to effectively monitor and control, not to create jobs. 

We are about to move into the digital-communications 

era in telecommunications, television, and radio. The United 

States is the leader in its development, and New Jersey 1S 

represented in three of the four remaining schemes. We lost 

television production; we lost videocassette recorders. We 

never had CDs or digital audiotapes. It would be a shame if 

all we gained from this development was royalties and the right 

to buy products from overseas. 

Thank you. 

ASSEMBLYWOMAN DERMAN: Thank you. How do you feel 

about the possiblity of defense conversion? Do you think it's 

feasible? 

MR. GILLESPIE: For some companies it will be 

feasible, but it appears right now like everybody's running for 

the door at the same time and they're forming up a jam. There 

wi 11 be a tremendous loss of jobs; there wi 11 be a tremendous 

loss of technology. There aren't enough other things happening 

to absorb the workers coming out of the defense industries. 

There will be substantial dislocation. 

ASSEMBLYWOMAN DERMAN: You're not particularly 

sanguine that it can be done effectively? 
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MR. GILLESPIE: I think some companies will do it: 

we 11, bu t I think by and 1. aTget h '2 r e will be a tremend0tl~ 

dislocation. 

ASSEMBLYWOMAN DERMAN: Senator, you have a question? 

SENATOR MATHEUSSEN: You made a comment about the 

digital recording. Are we talking about manufact 1Jring of CDs 

and manufacturing-­

MR. GILLESPIE: Manufacturing and design. CDs and 

digital audiotapes were designed either by Phillips or Sony - ­

and/or Sony. We design VCRs; we manufactured and designed the 

first televisions. We are now in the process of doing most ~f 

the design work for the schemes for high-definition television 

digital-definition television. 

Three of the four schemes have some basis In New 

Jersey. We don't have a television manufacturer in New Jersey; 

we could use one. It would be a shame-­

SENATOR MATHEUSSEN: We have a very successful CD 

manufacturer here in New Jersey right here In our 

neighboring community -- which is Sony. 

MR. GILLESPIE: Yes. 

SENATOR MATHEUSSEN: One of their world-class plants 

is right here in the 4th District. They've been doing very 

well and the growth pattern has been excellent over the last 

few years. 

MR. GILLESPIE: Yes, sir. 

ASSEMBLYWOMAN DERMAN: Any questions? (no respone) 

Thank you very much. 

MR. GILLESPIE: Thank you very much. 

ASSEMBLYWOMAN DERMAN: Mr. Elegante. 

ROB E R TEL EGA N T E: Mr. Chairman, Committee, 

appreciate your having this hearing and listening to our input 

and comments. First, let me say we would second all of those 

comments that have gone before us, and would like that to be 

included in the record. 
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My name is Robert Elegante. I am the Director of 

Environmental Affairs for Wheaton Industries. We employ OV~r 

4100 people here in the State of New Jersey. That IS 

two-thirds of our workforce. We have approximately 2300 across 

the country. 

Wheaton is a private, family-owned business founded 10 

1888 here in New Jersey, in Millville, Cumberland County, as a 

matter of fact, which is where our corporate headquarters are 

located. We have 48 facilities In the United States; half 10 

New Jersey: Cumberland County, Gloucester County, Salem, Cape 

May, Atlantic, Ocean, Camden, and Middlesex. 

I believe you are all my representatives just 

about. (laughter) 

ASSEMBLYWOMAN DERMAN: Excuse me. Where IS your 

facility in Middlesex County? 

MR. ELEGANTE: Midd lesex County? We have one a round 

Dayton, just above Cranbury. We can pick the rest of the 

cities off, but basically, almost all of you are our 

representatives. 

We are the leading specialty glass and plastic 

packaging manufacturer for pharmaceutical, cosmetics, and 

personal care markets in the country. Our operations are 

located in 12 states and Puerto Rico: California, Florida, 

Illinois, Indiana, Kentucky, Maryland, Missouri, North 

Carolina, Nebraska, Pennsylvania, Virginia, and New Jersey. No 

slur with being last. Obviously, you are the most important. 

The markets we serve are extremely competitive. As 

one of the other commentors mentioned, a few cents, or 

millicents even, on millions and millions of items IS the 

difference between having and losing a contract, where 50 

million units is a small order. Our competition is for 

manufacturers in the United States, as well as abroad, and 

quite frankly, abroad is giving us fits. We find ourselves in 

a worsening economic squeeze, with ever-increasing energy, 
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health, labor, and regulatory costs, and increaseo competition 

r south of the border with NAJ?THA, 3S well as the C'ther PaciEic 

s rim countries. 

s While 1n a few locations regulations are more 

stringent, I mean, we do have a facility in California most 

n are not as time consumming. Most states and countries can get 

a things done. In fact, the governmental bureaucracies 

e facilitate and, 1n some cases, subsidize where we're talking 

n overseas competition. Although we take a proactive-management 

e stance, we are continually frustrated by the onslaught of new 

State legislation and regulations, no matter how 

t well-intentioned or how well-meaning. Quite frankly, we're 

proactive environmentally. As Don mentioned, we're not 

r fighting over whether it's one part or two parts, or five 

gallons or ten gallons. That·s irrelevant. 

d This is tying up our manpower, our resources, and 

e could be better allocated to additional R&D, expansion, 

r improvement, upgrading, and further manufacturing jobs. In 

actuality, we believe this burden 1n many cases prevents us 

c from taking a proactive, timely measure to correct any 

d situations that may be deficient, either in actuality or the 

e future, trying to meet what's coming down the pike. 

We are well aware of the regulatory conditions that 

h exist 1n other states. Heaven knows I am. About 60 percent of 

o my time 1S devoted solely to New Jersey. I would have been 

here all day except I was hosting the DEPE this morning. 

s Simply put, it is more expensive and difficult to do business 

r in New Jersey. To remain competitive we must be able to 

e respond quickly to changing business and operational 

a requirements. Any significant delay places us at a substantial 

r disadvantage, and, in some instances, will cost us the order, 

d the market, or the customer. This, of necessity, forces our 

n management to reevaluate our initial choices. We have 

everything here in this State as far as our manufacturing 
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facilities, and frequently do opt for implementations. 

modifications, or expansions at another location, in order 1:0 

respond on a timely basis to our customers and the marketplace. 

particularly where there is a piece of equipment or a change 

that we could otherwise make, but it is illegal to do without 

getting a permit first. Some of the permit requirements are 

such that it takes six months just to get the information 

that's required for the permits, then we can submit it. and 

then we can take care of the processing time that we have. By 

the way, 18 months is not timely. 

The Legislature might consider review of other states' 

and countries' programs for regulatory consistancy from program 

to program. 

As an educated opinion, if you comply with all of the 

regulations in one program, you will be out of compliance in 

another program. That is a given. 

Provide for expedited review in permitting and for 

circumstances where permitting is not necessary. Generally 

speaking, most of the other states in the Union consider that 

if you make a change and it does not increase emissions, you do 

not need to file anything. In most states, you can put in a 

filter, a dust collector, a precipitator, without a permit. In 

fact, you can't operate the process if it doesn't meet 

requirements, so everything must, by law, be in compliance 

before you start it up. But you can't replace a broken 

scrubber without a permit first, which means two things: If 

it's broken, you can't operate, and there are provisions 

emergency upset provisions which you folks are working on 

similar to those that provide allowances in that range. 

Similarly, if it's going to be dirty going out, it would be 

only common sense to allow immediate replacement even if it 

wasn't identical, because the last one was bought 10 years 

ago. Quite frankly, you cannot do it identicalJ.y, but even 
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replacement-in-kind gets questioned; with modern improvements 

things are not orconsidered equivalent equal unless they're 

identical. 

Many states actively facilitate consolidated 

permitting with one-stop shopping clearly delineated, 

relevant informational guides. We need to reestablish a level 

playing field if all of us are going to prosper economically 

and viably in a revitalized New Jersey. Other locations 

foster, subsidize, or favor business and its industrial base. 

We don't really want to be favored, we just want to be equal 

with the rest of the states. We need to have that level 

playing field to be competitive. 

If you want to get this message out in black and 

white, then the existing black and white printed word IS 

currently found in the "New Jersey Register," in the New Jersey 

Administrative Codes. It is not in the pink advertising or the 

glossies, on a billboard, or in the mailings that get sent out 

to the states, because, quite frankly, I don't read those from 

the other states. I read their administrative code and their 

regulations, and that's what the decision is based on, not an 

economic development advertisement, quite frankly. 

Legislative oversight is a great start. However, 

consider that the oversight begins with the legislative and 

Governor I s Office staff review of proposed rule making, 

continues the review of the regulated community's comments, and 

scrutinizes any response that: '" blank' disagrees. No reason 

given. Independent· X' proposi ng department's rev iew wou Id be 

helpful." Let's have an independent counsel looking over the 

shoulder, rather than having the-- I'd better not use that 

analogy. When significant discrepancies between the economic 

impact statements appear -- that is, between the one printed in 

the "Register" and those received In comments from the 

regulated community -- it is time for an alarm bell to go off, 
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because somebody's missed the boat, either accidentally 0r 

deliberately. The economic impact should be ~ecalculated. 

Examples: pollution prevention, DPCC, and several other little 

gems. 

The casual negligible social-impact statements reflect 

opinion, not necessarily that of the management: incomplete 

analysis; and are a reflection of the casual attitudes 

prevel ant in the Stat e bu rea uc r ac i e s ; and ani nco mpIe t e 

evaluation of the resultant effects of the regulated community, 

including the jobs just previously mentioned: cutbacks, 

layoffs and decreased expansions, DPCC, and pollution 

prevention, in particular. 

I wi 11 second Mr. Rowan's comment). n tha t the 

bureaucracies that proposed the law-- There is an advantage 

and incentive to having one that's 50 pages long with several 

hundred paragraphs in sections, because then you get to put 

down a penalty for every section and paragraph which generally 

has no relation to the consequences, importance, or 

significance of whether or not that particular passage IS 

obeyed or in compliance with it, depending on what it is. Even 

the U.S. EPA for administrative paperwork, as well as OSHA, 

have categories for paperwork mistakes, oversights, omissions, 

discrepancies -- not so New Jersey. 

No agency should profit from the fees. There is an 

incentive program out there: Gotcha, go get them, the more 

they bring back, the better they do, and it goes into their 

fund. It should be the sole job of the Budget Committee in the 

Legislature to allocate the funds for any bureau. 

And by the way, the OPCc, I understand -- that little 

reg that gained 35 jobs. Unfortunately, they were all In 

the OEPE. We would encourage not netting out the job benefits 

with the amount of bureaucrats from the manufacturing. We'd 

like to be counted separately. We will stand up and be 

counted, or turn out the lights when the door is closed. 
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One that's comJng down, I believe-- They're g0.tnCj hi 

write new possibly n'2w st0rmwater regulations jU3t t ,-' 1~ 

the glass industry. We had a 'very nice visit. It's nIce 

have input to the Department. Hopefully, it was felt to" be 

constructive on both parts. However, I question whether or not 

you really needed a whole segment and separate law for SIX 

sites in New Jersey, because that's all that's left of the 

~ glass industry. We are in South Jersey because that's where 

our main raw material sand, and sandmining is. We are 

watching with great interest the decisions on sandmining In New 

Jersey. Up to now, it's been relatively break-even with some 

of the utilities and the raw materials. 

We do have a glass facility in Missouri, and we just 

entered a joint venture recently with the Republic of China. 

The government is a partner in making products. It does have 

its benefits. 

Be careful with the understanding that through 

oversight you can repeal, change, or revise regulations, 

particularly with things like the Cleanwater Act. You may get 

caught up in not being able to undo what has been done in terms 

of antibacksliding, relieving, or changing things. Once you do 

it, it may be permanent, indelible, and unchanging. So we may 

not have that convenience. 

Basically, flat fines and flat fees: It's nice to 

have the fees broken out, but there is an incentive, if you 

have a fee for every report and every study, to continue that 

ad nauseam, thereby bringing in more income again. So if it's 

not liked, let's have another study. It's only money. 

When we talk about permit fees, by the time you get it 

and any other information the Department may require, it does 

not matter that that's a half million dollacs worth of 

engineering study. That is part of the cost of the permit. not 

counting the few dollars that I do pay for the actual piece of 

paper, which is substantially higher than most other states. by 

the way. 
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I'm interested to see we all are what th~ 

ope rat i ng permit pro g ram wit h the C1e a n Air Act j_ s g') i nC1 t (l 

come out with, and how that's gOIOg to change the way permit.':-; 

are processed and the fees that we currently pay. Now, 

presumably, that will replace them. we'll be inte~ested to see 

what the charge is compared to the other states that are taking 

the Federal minimum guidelines. I think it's $25 or $26 a ton. 

Flat fines, let's look at what comes out. It's all 

nice that there's a fine for everything, but don't assume that 

there has been a study relating the quantity of the dollars to 

the significance of the presumed violation or oversight in the 

regulation. So, oversight needs to look at that. 

We're just going through the departmental oversight 

costs and I had one of my contractor's consultants comment, 

"Boy, I wish we could get away with a 370 percent mark up on 

the actual costs." 

Basically, that concludes my comments. I'll be happy 

to entertain any comments. I tried to stay away from war 

stories. You've probably heard enough of them. 

ASSEMBLYWOMAN DERMAN: One thing you mentioned that 

found very interesting, that compliance with one set of 

regulations automatically caused you to be out of compliance 

with another set of regulations. Can you cite a specific 

example of that? 

MR. ELEGANTE: I could. Not necessarily here, chapter 

and verse, but I'd be happy to send it to you. 

ASSEMBLYWOMAN DERMAN: Would you contact? That would 

be very-­

MR. ELEGANTE: We're talking about where they are 

contradictory, In effect, you get into a problem with doing 

one thing, and you're out of what you would have to do in '-he 

other. Yes, I will make it a point to get that to you, 

Assemblywoman. 

ASSEMBLYWOMAN DERMAN: Thank you very much. 

MR. ELEGANTE: Thank you for your time. 
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1 ~ASSEMBLYWOMAN DER~ffiN: Mr. O'Donnell, .. '" he ::; t- i 1.1 

here? (no response) No'? Ms. 8er~nato Weeks. (nC) response) 

No? 

You don't look like Ms. Berenato weeks. 

JAM E S LEE S: I don't? 

ASSEMBLYWOMAN DERMAN: It says here, Rita. 

(laughter) And it says Ms. 

MR. LEES; I am not Rita Berenato weeks. (laughter) 

Put that to rest right now. 

My name is James Lees. I'm Vice President of 

Marketing for Atlantic Electric. I just want to start by 

saying I guess you've heard my company mentioned here a few 

times today. We'd like to think that we are aggressive, if not 

progressive, In economic and business development here In 

southern New Jersey. 

I think the thing that we focus on the most-- You 

just heard a gentleman from Wheaton Industries. He's one of 

our very largest customers. He employs about 4000 people in 

our service territory, and I think you heard a saga of what 

he's faced with. But more importantly, I think what you ought 

to understand is the flexibility that a company like Wheaton 

has, as many of our large customers have, to be able to pick up 

and move out of the service territory. In fact, Wheaton has 

done that in the past, and I think their most recent move a few 

years ago was down into the Sunbelt Alabama, or something 

like that. 

So I think you're dealing with something here that's 

very, very serious. In the case of Wheaton, you're dealing 

with at least 4000 jobs. You're also dealing with the families 

behind them, the aunts, the uncles. And you're also dealing 

with the ancillary facilities, the gas stations, the dry 

c leane r s , the food sto res, tha t depend on tha t revenue t ha t ' s 

generated brought into the State and paid in the form of 
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wages to their employees. Much more from a very selfish point, 

they also pay about 4000 different electric bills which, to us, 

IS extremely important. 

As indicated, I am with Atlantic Electric. We are an 

investor-owned electric utility covering the southern one-third 

of the state of New Jersey. I'm here today to speak to you 

with one little sliver, one little request that I have from 

you, and I certainly won't go into the many issues that we've 

heard covered by the other speakers. 

As I 've indicated, we've recognized the importance of 

promoting a healthy business climate in all of New Jersey. A 

few years ago we established an Economic and Business 

Deve lopmen t Depa rtmen t . It's headed by a Manage r, Mr. Kenneth 

LeFevre. His. job is to attract new business to our region. 

We've advertised southern New Jersey and New Jersey as an ideal 

place to live and to work. We make relocation less costly. We 

work closely with the State, county, and local governments to 

maintain an inventory of available business sites in our 

region, and for that matter, throughout southern New Jersey. 

Just let me digress for a moment and tell you that 

we're blind to whether it's southern New Jersey or whether it's 

New Jersey; to us, they're all the same. It's all beneficial 

to us. You should also know that we're blind as to whether 

it's an electric customer or it's a gas customer. The fact 

that we move somebody in here and he creates jobs, In fact, 

helps the electric company as well, because ultimately those 

people will become our customers in one way or another. 

In the area of business retention, we cooperate with 

all the utiliti~s in this State, all the State agencies, and 

the Business Enhancement Program to keep existing employers on 

sound financial grounds. Other officers like myself, as well 

as managers in Atlantic, are actively involved in such 

organizations as Southern New Jersey Development Counci l, the 

Southern New Jersey Chamber of Commerce, and so forth 
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anything we can do to b~ out Clnd to be with our C')3tom~r::;, "lWl 

help them to stay viable 0nc1 ,=c0nomically SO'_lnd In I~h~ir 

business efforts. 

And finally, we're abJe to pr0vide a new economic 

development rate, through the courtesy of the New ,Jersey BoarcJ 

of Public Regulatory Commissioners, which provides economic 

incentives to commercial and industrial customers who locate in 

our service territory and bring with them permanent employment. 

With the utilities, customers, and regulators workinq 

together, this type of economic incentive wi.ll help to 

stimualte the economy here in southern New Jersey-

It is in this spirit of cooperation I'm here to talk 

about this to you today- A deterrent economic development In 

New Jersey exists in the electric utility rate-setting 

process. The BRC the New Jersey Board Ot Regulatory 

Commissioners -- has adopted a methodology called, the "Hourly 

Cost Allocation Methodology," which is a method that allocates 

the cost that utilities incur to its various customers. This 

Hourly Cost Allocation Methodology that they imposed upon us, 

believe about seven years ago, In fact imparts a greater cost 

responsibility to the high-use customer, what we call the 

high-load-factor customer. 

High-load-factor customers, ladies and gentlemen, are 

essentially your large commercial and large industrial 

customers. So what we've done, we've taken and placed more of 

a cost responsibility and a cost burden, through this 

methodology, on those customers. What that does is, it raises 

artificially, in our belief, the cost that we must charge 

the rates that we must charge to our large commercial and 

industrial customers. 

When you look at the mix of customers in Atlantic 

Electric's service territory, we have a very, very high 

percentage of residential -- what they call a high saturation 

of residential customers and a very, very small saturation 
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of commercial and industrial customers. So what we've done ~S. 

we've taken this cost and put it on a very few commercial ano 

industrial customers; whereas, if it were spread equally oS 

appropriately, on a cost-causation basis, back on to the 

customers who cause the cost-- We're spreading it over a great 

number of residential and small commercial customers. which 

would have a very insignificant impact on their electric bill. 

The result is, as I indicated, these large customers 

bear more of the cost that they are responsible for. That puts 

them at a competitive disadvantage in the power-cost portion of 

their operating costs, relative to other utility 

jurisdictions. When I say that, I'm not talking about the 

Midwest. I'm talking about Maryland, Pennsylvania, New York, 

and Delaware, just because these jurisdictions do not use that 

type of methodology to allocate costs. 

The major reason for adopting this cost-allocation 

methodology by the New Jersey regulators is it provides, in 

their opinion, a high-cost price signal which they believe 

discourages the user of the consumption of energy. It IS 

looked upon as a method of forcing conservation on customers. 

Ladies and gentlemen, I have to tell you that it does 

not work. You're dealing, In many cases, with customers that 

have plants and facilities that may be 30, 40, 50 years old. 

The cost of bringing those, or making those facilities so 

efficient as to absorb this type of cost, it just isn't there 

without completely rebuilding the plant. When they go to think 

of rebuilding the plant because of the other things you've 

heard here today, the option is not to rebuild it in New 

Jersey, but rather to close here and either put the facilities 

into another existing plant or somewhere out of the State of 

New Jersey. 

We don't think that's the proper way to impose 

conservation upon our customers. Commercial/industrial 

customers create jobs. They stimulate economic growth and they 
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certainly generate tax re-"en'Je:::. And if we contiTlue to ;"'\1.]r'\·1 

New Jersey's maj0r employers ~/_, r;:1Y higher elect:r:i.c rate::; ,1,,0 

to an allocation of cos t, dis c r ). m). nat e a 9 a ins t con s tan t <) r 1\ i C1 h 

electrical loads, they will eventually relocate or go out of 

business. 

Therefore, Atlantic Electric strongly recommends that 

the regulators in this State, or this jurisdiction, recognize 

that a more appropriate method of assigning costs to customer 

groups exists, and it would certainly help to make this State 

more competitive. 

I'm certainly not here to request you to legislate any 

!" i n d 0 f act ion, tomand ate the BRC t 0 do any t h i n 9 . What J' m 

really asking you to do here is to lend your verbal support to 

Atlantic Electric, to the other major electrics in the State of 

New Jersey, in urging the Board of Regulatory Commissioners to, 

ln fact, move away from this cost-allocation methodology and, 

ln fact, go to a methodology that more fairly distributes the 

cost, but most importantly, makes us more competitive with our 

neighboring states. 

I'd just like to offer this to you: I've heard many 

people speak today. As I indicated 1n the beginning, Atlantic 

Electric 1S very active. We want to be very progressive in 

this area. If there's anything we, as a company any 

resources that we can provide to you in your investigations or 

in your work, or anything, by either contacting myself or 

contacting Me Kenneth LeFevre, we would be more than happy to 

try and oblige. 

r'd be glad to answer any qustions you have, and I 

thank you for your time. r know it's late. 

ASSEMBLYWOMAN DERMAN: Thank you. 

Do you have any questions? 

SENATOR MATHEUSSEN: Yes, I do. 

Have you made these suggestions to the BRC, and if so, 

what has their reaction been? 
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MR. LEES: Y'2S, sir, W'2 hClV'2 made those suggestions tC' 

the BRC. we did it in a filing back in, I believe, '92 -- l~ra 

, 92. It was put off the agenda and that is, in fact, when th~y 

approved the economic development rates that I'm talking 

about. But they're only rates that are in eff'2ct for four 

years and then they go right back to the norma J. rate. The 

Board chose not to, for whatever reason, deal with the issue at 

that point in time, so it was rejectd from the filing. We will 

be filing again, seeking the Board's approval to change the 

methodology. What I'm here asking you to do is to lend your 

verbal support to that effort. 

ASSEMBLYWOMAN DERMAN: Could you share with us your 

correspondence on that? 

MR. LEES: Yes, ma'am. 

ASSEMBLYWOMAN DERMAN: That would be wonderful, if you 

could. 

Assemblywoman, do you have any qeustions? 

ASSEMBLYWOMAN WEBER: No. 

MR. LEES: Who do I- ­

ASSEMBLYWOMAN DERMAN: Have you been giving cards out 

from OLS? (speaking to Aide, Mr. Berry) 

Okay, he'll see you get them. 

MR. LEES: Fine. Thank you. 

ASSEMBLYWOMAN DERMAN: Thank you very much. 

MR. LEES: Thank you. 

ASSEMBLYWOMAN DERMAN: Mr. Sinclair, last, but not 

least. 

JAM E S SIN C L A I R: Thank you. I'm Jim Sinclair from 

New Jersey Business & Industry Association, and j.n fact, I am 

going to be brief because I have to go off to som'2place. But, 

gee, this is my opportunity to give you 10 quick things -- my 

ideas on what is going to help out. This is really appropriate 

that I'm sitting here and doing this today. I won't give you 

all the tax stuff. I know people from the Association have 
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been talking to you obout th~ tax pC1ckage, and aJl. thor.. T'rn 

go i ng tot a 1k bas i call y 0 bo u t the e II vi (" 0 nme n tand ~ nvir: () nme, \ I:. ;:' 1 

pol icy, a lot 0 f t h i ng s yo u ' v e he ar: d f r om Mr _ E1e? ant eon rJ t h ~ 

fellow from Boonton Electronics, and what we heard all C);3Y 

today. 

About two years ago, I was in front of: one of the 

environment committees and I think it was the Assembly 

Environment Committee -- and we were discussing a particularly 

bad piece of legislation that the Committee was going to move 

out. I tried to bring up the economic impact of that piece of 

legislation, and the Chairman of the Committee looked at me and 

with almost the back of his hand, said to me, "This is not the 

Economic Development Committee." 

ASSEMBLYWOMAN DERMAN: I wonder who that was. 

MR. SINCLAIR: Well, it's not the person who went off 

to his final reward at the Meadowlands. It·s the other 

Environment Committee, I think, and I won't mention names. 

I would like to quote Scott Weiner, and I'm not going 

to bash the Department of Environmental Protection. I love the 

people there and we work with them. when they can be helpful, 

they really try to be helpful. They have a 4000-person 

bureaucracy there. It's the toughest job in State government, 

maybe one of the toughest jobs in the country, to manage that. 

Scott Weiner has said, "Environmental management IS 

policy-driven," and I said that this morning in my remarks. 

love this statement. I've been thinking about it and what it 

means, and what he means by it. He means that it isn't 

sc i en t i fica lly dr i ven. We don't know enough abou t the sc i ence 

of the environment to make rational scientific and engineering 

decisions that would make Mr. Elegante happy -- you know, exact 

things. Environmental management is policy-driven. 

In New Jersey, we have developed bad environmentAl 

policy through a political process. The good news in this IS 

that we can undo it. All we have to do is have the political 
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will t 0 un d 0 it, wh i chI k now bec a use I' mare a 1_ i st. J k n c' \,0/ 

it's a lot harder to do that than to say it. I~lthough Me 

Rowan probably wouldn't believe that, because if it's bad 

policy we should just undo it because it's going to help create 

jobs. You see played out before you -- this is the '90s -- the 

impact of that environmental policy. 

So let me quickly give you my 10 items. Actually, 

it's 11 items because I was thinking we also should be plugging 

Assemblyman LoBiondo's bill, which says that you get a tax 

credit for putting in new pollution equipment. Actually, you 

don't get a tax credit. You don't have to pay the sales tax on 

the new pollution equipment, and there's going to be a hell of 

a lot of it next year with the Clean Air Act. So on one hand 

we want to meet the requirements, and this is something that's 

going to be helpful. It's not going to, you know, really, 

really be helpful, but it's going to be somewhat helpful. We 

ought to put that in the package. 

Okay, quickly the 10 items: We ought to invest some 

money in fashioning a workable and sensible environmental 

policy that includes in it economic growth and jobs, and looks 

at the economy as part of the environment -- puts people back 

into the environment. I'd like to have some words that we put 

in all the environmental statutes that say, you know, 

consistent with economic growth, or things that add a policy 

directive to the people in the bunker, because they look to 

what the law says. 

I've implemented laws before. Implementing what you 

want to do is not an easy task. The people who do the laws 

look at how big the envelope is, what it is being asked to do, 

and then within the letter of that -- perhaps not the spirit, 

but within the letter of that -- they perceive and invent the 

world. So we need to put some guidance into our environmental 

regulations that economic things are important, too. Now, we 

don't have to go overboard, but I think some guidance -- and 

that should be an ongoing policy of the State. That's one. 
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Two: we ought to reduce the size oE the DEFE. \,1'-0' 

o ugh t t 0 h a v e ago a I ; 1e t 's cut i. t d 0 ~-J n by 2 5 per c e n t . T: t:- . ~; 

something to work towards, but let';,; not just say that:. Let:-':-; 

spend money to figure out how we can do that. You Y.nov.] we're 

talking about reinventing government; let's pay Eor the 

expertise. 

You know, the Department-- You mayor may not knoH 

this, but the Department of Environmental Protectj.on has been 

going through a reorganization. Well, what is the basis 0f 

their reorganization? What do they hope to achieve? What were 

the goals? What was the plan? What did they have to get out 

of it? All we know is that they were reorganizing In some way, 

In the bunker talking to themselves. We ought to figure out: 

How many jobs did they eliminate in their reorganization? 

don't know. We ought to have a goal, and we ought to pay Eor 

the help on the outside. It ought to come out of the fees, and 

we ought to map it out. The same way where industry -- in this 

pollution-prevention mode where we're cutting down emissions-­

Well, we ought to cut down employment. The Department ought to 

come In and say, "Aha, this year we were able to reduce the 

number of employees by 500 and still give you a good 

environment, and do things." So that's two. 

Three: How do we do that? Well, we know how to do 

it. By privatizing, by certifying, by taking decision-making 

things out of the hands of bureaucrats and certifying them. 

Let's define what the role of government is. Let's define what 

the role of the private citizens is, and let's do it more in 

the marketplace. I mean, that may sound like rhetoric to you, 

but I think that there's really a practical way to proceed with 

this that would help us in the end. Okay? 

have this little thing here that says, "Federal, 

State, County, Local." Let's figure out how to avoid the 

duplication In what we do. There's something called -- yOll may 

not know this the County Environmental Health Act. 
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Basically, what it does is allow counties to do what the StOlte 

does. Not to do it instead of the State, but to do the same 

thing. So what we have in some counties, like Uni00 County, \,ole 

have people setting up bureaucracies whose only !?urpose 1S to 

shake down industries for moneys on air permits. Make them 

fill out the forms. They don't do anything for this thing. 

It's only an extortion shakedown exercise. So if DEPE wants to 

have the counties do it, then DEPE ought to stop doing it. 

We're going to be talking about something that you 

probab ly haven't hea rd 0 f ca lIed the Env i ronmen tal Subcode 0 f 

the Uniform Construction Code. And, is this a good idea or a 

bad idea? I really don't know. I know that the Construction 

Code works well. This is a good system; it works at the local 

leve 1. It's a wonde r fu 1 system. Peop Ie don' t have a lot of 

complaints about it. If we can take some of the permitting 

process from DEPE and shift them down to the municipalities 

where you can get permits a lot quicker over the counter, 

whether they're wetlands permits or something like that, that's 

fine. Let's do that, but let's not duplicate it at the State 

level. Let's not-- Let's say, "Okay, if they're going to do 

it there, then we're not going to do it at the State leveL" 

You see, we don't need duplicate systems. If we think this is 

the best place, then let's do it there. Let's think about 

that. I'm open to looking. I'm going to the hearings and will 

examine it. That was four. 

F i ve : This i s my f a v 0 r i t e - - sit e mit i gat ion. Yea r s 

ago, we talked about how to fund the cleanup of hazardous waste 

sites, and industry had to kick in about -- a maximum of a half 

of 1 percent of the corporate business tax to clean up these 

sites. We have paid close to $200 million into this pot. Do 

you know how much money is spent on the cleanup of sites? 

Zero. Zero has come out of that pot. All of that money has 

gone into the Treasury. That was not part of the deal. That 

was not part of the deal. But why are you just hearing about 

it now? 
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') v e r s i 9 h t Q n go i n 9 ') v e r s i 9 h t ') v s r the who I e s j. +: e - mit i gat i r) n 

program -- that we were going to ha,le a process of audi t. I 

don't mean accounting audits. I mean real audits of the 

cleanups. I'm not talking ECRA now. I'm including ECRA, 
n 

Superfund, and the State's Spill Fund, all tho:3e things 

looking at the management, the scientific processes, where the 

money goes, and the lega I problems that we have, and be able to 

look at this and address this on an ongoing basis. Instead, we 

have not had that at all. This IS a mysterious thing which IS 

spending $2 billion. It's a $2 billion program now that's 

heading towards a $5 billion program without any oversight. 

It's all In the Department. It's all, who knows what? I don't 

know what. I mean, occasionally they pUblish a telephone book 

full of stuff and you can bUy it now, but who reads it? I 

mean, where is the ongoing knowledge that we've gained In the 

process? 

And do you know what we're facing right now with the 

municipal landfill question? We're addressing that from 

scratch. All these people have no idea what the program IS 

about and are going through a learning process. And we're 

going to face it again. We're going to face it with the 

funding. It's going to be an additional tax on business. We 

ought to go back and visit that. We need oversight over the 

entire site-mitigation program. 

The Business & Industry Association has made 

recommendations in the ECRA reform to put in that overight; 

bui ld it right into that. I think that's something that's 

going to save us millions and millions of dollars. This is an 

easy one. It winds up helping the Department because the 

Department doesn't have any friends. Nobody came in and said 

the Department was wonderful today. It doesn't have any 

support mechanisms. There are no support mechanisms for the 

Department. This would be a support mechanism if you had an 

oversight group of people that was working with them. 
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Six: Federal standa~ds. Why do we have to exceed the 

Federal standards on any of this stuff? Why do we have to hav~ 

different New Jersey rules? Why can't you pass 20 law, which 

they've done In other states, that says New Jersey cannot 

exceed published Federal standards unless you go through Cln 

elaborate process to justify it? And maybe there are times 

when you want to justify it. I'm not saying the Federal 

government is right all the time, but let's have to justify the 

exceedance, Let's not go for-­ This is an easy one. This 

would be good and it would be helpful, 

Seven: Data. We have spent billions of dollars 

welL maybe not billions -- we've spent a lot of money giving 

the State data in reports, a frenzy of data collection, but 

very little data usage. Why can't we give credit for what 

we've done? Why don't we know how clean the Delaware River is 

and measure that against what our goals are? Why don't we know 

what it is that we've done with the air? Why don't we have a 

set framework of information so we can measure our progress so 

that we can say instead of always going from crisis to 

crisis -- that at some point we can point to and say, "Hey, we 

spent a trillion dollars in New ,Jer sey on pollution control 

equipment, and this IS what we've done"? You can see this 

measured so that we know, and let's work with the same set of 

data. 

This is the pollution-prevention problem, you may have 

heard, in revising the pollution-prevention law. You said In 

the law that they have to use 1987 as the baseline year, and 

the Department in their regulations said, notwithstanding what 

the Legislature said, "We're going to use 1991." And why? 

Because Hal Bozarth said this morning that the Chemical 

Industry Council shows that from 1987 to date, they're already 

at 48 percent reduction on total emissions. They're only 2 

percent short of what the goal is in the program. Now, here we 

go. 
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Ei g h t : PIe a s e - - I nthe 0 I d days, Iusedt 0 go i_ nan (1 

argue for the increase In fees because we thot1ght thl? 

Department needed more staff. If they have more staff then you 

can get the permits. I was wrong. You ought to take back that 

responsibility. It should be a part of the appropriations 

process. You ought to give them money to do it. They ought to 

justify how much staff they need, the money to go into the 

Treasury and, for God's sake, all that fees and penalty stuff 

should go into the Treasury. It shouldn't go back into the 

Department. That is the worst system. 

ASSEMBLYWOMAN DERMAN: Senator? 

SENATOR MATHEUSSEN: Through the Chair, that IS a 

reversal, because I can remember the Association just up until 

last year making that very argument. 

MR. SINCLAIR: Yes. We have worked with the 

Department. 

SENATOR MATHEUSSEN: I'm glad. No, I'm glad you 

brought it up, because I've heard several people before you 

today testify to that exact same request, but I distinctly 

remember NJBIA-­

MR. SINCLAIR: I am guilty. 

SENATOR MATHEUSSEN: I'm not accusing you of being 

guilty of anything, Jim. I'm not saying that at all. What I'm 

saying is, I want to be certain. And it's fine to reverse your 

opinion. There's nothing wrong with that. 

MR. SINCLAIR: I've gone in three times and testified 

for increased ECRA fees. I've supported the air pollution 

increase in fees, but it's really gotten out of control. We 

need to bring it back into control once again to help the 

Department, because the Department looks like the bad guys in 

it. You know, they look like bad guys and they're not. 

They're good guys. They're only trying to carry out your 

policy. You're the boss. I mean, that's the case, and so it's 

time to, you know, take their allowance back. 
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Nine: A good-actor policy. We ought to h~ve ~ 

good-actor policy in this State instead of treating people like 

potential felons. We ought to S3Y that Keith Campbell and 

Atlantic Electric and all these companies are good actors. 

Thank you for having these jobs. Thank you for investing In 

pollution control equipment. Oh, we see that you violated a 

parameter on your permit. Well, what are you going to do about 

it? We shouldn't slap them with a $15,000 fine because they're 

five days late on filing a report that shows that there's no 

pollution. And that's the law right now. 

We need a policy-- Steve Madonna, by the way, has put 

forth a policy on criminal stuff a good-acto:c policy. We 

ought to have, generally, a good-actor policy on all 

environmental violations. We ought to have real people in the 

Department of Environmental Protection make real decisions 

about whether you have ducks on your pond that are causing your 

pollution or not. I mean, that's the way it should be. It 

shouldn't be, you know, a limit is a limit is a limit, because 

the world is not all the same and there are extenuating 

circumstances. We want to encourage people to come here and 

build. The companies we have, we want to keep. 

The last item is number 10. You could do away with 

ECRA. You could eliminate it; you don't have to reform it. 

There's no reason to have ECRA. I can't think of one good 

reason why we should have ECRA. You can't do it politically, 

but you could do away with it. You could do away with the 

State's Right-to-Rnow Law. Why do we have it? We have a 

Federal Right-to-Rnow Law. It's duplicative. You can reform 

it, and please do it. And that's where you'd go, but you can 

do away with it. We don't need it. There is no reason that it 

exists, 

Pollution prevention: You need to reform it because 

we see this as a positive way of patting ourselves on the 

back. This is a positive kind of thing. I want Hal Bozarth's 
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Chemical Industry Council guys to broadcast to th~ world thor. 

they've reduced the amount of emissions going into th~ 

environment by 50 percent. YOll should be applaUding them E0f 

doing that. 

Joint and several liability: I brought this up the 

other day. Joint and several Liability in Superfund comes from 

New Jersey out of the Spill Fund. There's nothing religiolls 

about this. This did not come down from Heaven. You can 

change that. You co u I d c han g e j 0 i n tand s eve r a I I i a b iIi t y HI 

the Spill Fund. You cou ld send ames s age to Cong res s tha t , 

"Hey, we woke up in New Jersey." We could deal with this and 

build a system where people pay for what they pollute, you 

know. Great policy change -- great message. 

Clean Water Enforcement Act: You need to kill that, 

and don't forget the caps on the lega 1 fees. You need to 

revisi t that. You're probably not going to do it this year, 

but next year, please. You ask anybody out there, this is a 

terrible Act. 

Other areas where you could cut back, other areas that 

are too stringent that we know now after about good programs. 

Toxic Catastrophe Prevention Act: A wonderful program but it 

is overregulated. We could revisit that and we could make it 

into a more workable program easily. It's a good program and 

its got great people in it, but it's where we could do 

something. 

DPCC, as Bob Elegante said, we could do away with 

that, absolutely. And that is a really overblown program, 

where people are mapping out doing aerial mapping of 

waterways, doing the work for the State for them. For what 

reason? I mean, we ought to have a sensible program. We ought 

to have something that allows sensibility. 

That's it. 

ASSEMBLYWOMAN DERMAN: Thank you very much. I just: 

want to tell you that, you know, Assembly Warsh is now Chairman 
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of the new Regulatory Oversight Committee, and he cannot wi'\it 
to get started. I'm sure you'll be an early visitor:- there. 

MR. SINCLAIR: Yes. But we need to use that tool 
judiciously because-­

ASSEMBLYWOMAN DERMAN: well, I'm glad you recognize 
that. He feels the same way, also. 

MR. SINCLAIR: Yes. 

ASSEMBLYWOMAN DERMAN: Thank you, everybody. 

(MEETI~G CO~CLUDED) 
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