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Executive Summary

xiii

The food manufacturing industry comprises
food, confectionery, beverage, ingredients, and fla-
vors and extracts manufacturers.  New Jersey’s
food manufacturing industry is a major component
of the state’s food production and distribution com-
plex, as well as the state’s manufacturing sector.
Like other manufacturing industries, the food manu-
facturing industry is important to the stability of
the New Jersey economy.  In the last few decades,
New Jersey has lost manufacturing facilities to
other states in record numbers.

Most components of New Jersey’s food manu-
facturing industry have experienced significant
declines in recent decades.  Remediation of this
may require public policy intervention.  The New
Jersey Department of Agriculture (NJDA) is in-
terested in enhancing the economic development
of the food industry by collaborating with other state
agencies in improving the state’s business climate
of food firms.  Consequently, the NJDA commis-
sioned Dr. Adelaja of Rutgers University to con-
duct an economic analysis of the food manufac-
turing industry (among others), research the prob-
lems faced by the industry that could be dealt with
at the state level, and develop recommendations to
state government for improving the business cli-
mate.  This report contains an economic analysis
of the food manufacturing industry as well as in-
formation obtained from three focus group ses-
sions with industry leaders and representatives on
industry issues and problems that could be dealt
with at the state level and recommendations for
improving economic performance.  Three other
reports covering the food wholesale, food retail,
and food service industries are simultaneously be-
ing published.

In 1992, the food manufacturing industry in
New Jersey contributed to the state’s economy
more than $9.6 billion in sales (value of shipments)
and $4.5 billion in value added.  It also paid out
more than $1 billion in wages annually to 33,500
production and nonproduction workers.  Some $86.8
billion in value of shipments and $46.0 billion in
value added were generated in 1992 in the overall
manufacturing sector in New Jersey.  Food manu-
facturing ranked second, behind manufacturers of
chemical and allied products, in total value of ship-
ments and value added (11 and 10 percent, respec-
tively of the total manufacturing sector’s value of
shipments and value added).  It also contributed 6
percent of total employment, 5 percent of total
payroll, 13 percent of the cost of materials used,
and 7 percent of new capital expenditures in New
Jersey’s manufacturing sector.

Relative to other components of the state’s food
industry, food manufacturing accounted for 11 per-
cent of total employment, 20 percent of annual
payroll, and 18 percent of the food industry’s sales
volume.  Furthermore, food manufacturing is an
important source of relatively high-paying jobs in
the state’s food industry and the economy as a
whole.  With an average annual salary of $30,558,
food manufacturing fills an important niche in the
employment spectrum by providing middle-income
jobs.

One of the largest sectors of the food manu-
facturing industry is the bakery segment which
ranks first in terms of establishments, employment,
and payroll.  It represents 26 percent of food manu-
facturing establishments, 22 percent of employment,
and 20 percent of the annual payroll.  Another lead-
ing sector is beverage manufacturing, which in-
cludes flavors and extracts manufacturing.  Bev-
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erage manufacturing ranks first in the industry in
terms of value of shipments and value added.  It
represents 23 percent of the industry’s value of
shipments, 27 percent of value added, 20 percent
of annual payroll, 15 percent of employment, and
19 percent of cost of materials in total food manu-
facturing.

New Jersey’s food manufacturing industry has
experienced a significant decline during the 25 years
from 1967 to 1992.  The number of establishments
decreased more than 40 percent and employment
fell by nearly 45 percent.  Despite this large de-
cline in employment, the total annual payroll in food
manufacturing more than doubled, although this is
considerably less than increases in other industries
within the state’s food complex.  The value of ship-
ments in the food manufacturing industry increased
by only 224 percent over these 25 years, which is
also considerably less than the other food complex
components.  In real terms after accounting for
inflation, the value of shipments actually declined
by 27 percent during this time.   Value added in
food manufacturing increased at a greater nomi-
nal rate of 252 percent.  This is relatively higher
than the growth in the value of shipments, sug-
gesting that New Jersey’s food manufacturing
firms have become more highly value added.  In
real terms, value added actually fell by 13 percent
from 1967 to 1992.

Manufacturing as a whole in New Jersey also
experienced declines between 1967 and 1992.
However, the contraction was  more acute in the
state’s food manufacturing industry.  While the
number of all manufacturing establishments in New
Jersey fell by 10 percent, the number of food manu-
facturers fell by more than 40 percent during these
25 years.  Employment in all manufacturing de-
clined by 35 percent while it decreased by 45 per-
cent in food manufacturing.  The nominal value of
shipments grew at a greater rate in manufacturing
as a whole (237 percent) than in food manufactur-
ing (202 percent), representing a much more sig-
nificant decline in real terms for food manufactur-
ing over that of all manufacturing in the state.

 One of the reasons that the value of food
manufacturing shipments appears to have grown
much slower, in nominal terms (or declined to a

greater degree in real terms) over the long-term,
relative to the entire manufacturing industry, is be-
cause a few sectors grew at rates much greater
than the industry as a whole, and greater than food
manufacturing.  These sectors include instruments,
printing and publishing, rubber and plastics, chemi-
cals, and petroleum.  Of the 20 different manufac-
turing sectors, food manufacturing ranked tenth in
value of shipments growth over the long-term.  This
growth was more than growth in apparel, fabri-
cated metal, industrial machinery, and stone, clay,
and glass products.  Food manufacturing ranked
sixth in the change in value added over the long-
term (259 percent), which was more than all sec-
tors except instruments, printing and publishing,
chemicals, rubber and plastics, and furniture and
fixtures.  The decline in food manufacturing em-
ployment over the long-term (45 percent decline)
was less than the declines in electronics, transpor-
tation, primary metals, and textiles, but more than
instruments, rubber and plastics, lumber, furniture,
chemicals, paper, and petroleum.

While food manufacturing fared worse than
all manufacturing between 1967 and 1992, it has
fared better than manufacturing as a whole over
the shorter run.  From 1987 to 1992, employment
loss in food manufacturing slowed to 7 percent
while it fell by 17 percent for all manufacturing.
The number of food manufacturing establishments
fell by 4 percent, over these 5 years, while em-
ployment in all manufacturing declined by 8 per-
cent.  The growth in value of shipments, in nomi-
nal terms, was slightly greater for food manufac-
turing (7 percent) than for all manufacturing (5
percent), over the short-run.  The nominal growth
in value added was only slightly greater in all manu-
facturing (8.3 percent) than in food manufacturing
(7.7 percent).

Between 1987 and 1992, food manufacturing
ranked third in least employment decline, fifth in
value of shipments growth, and fifth in value added
growth compared with other manufacturing sec-
tors.  Growth in food manufacturing’s nominal value
of shipments and value added were greater than
all sectors except petroleum, printing, chemicals,
and rubber and plastics, over the short-run.  The
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rate of decline in food manufacturing employment
slowed over the short-term to 7 percent, the small-
est decline of all manufacturing sectors except for
petroleum, which grew by 7 percent.  Some have
attributed this slow down in the decline of food
manufacturing vis-a-vis other manufacturing sec-
tors to attempts by the state in recent years to off-
set disadvantages of operating in New Jersey.  Such
supportive state-level activities have included eco-
nomic development assistance, regulatory reform,
and investments in science and technology devel-
opment.

Examination of New Jersey’s share of the
national food manufacturing industry shows that
given its share of national population, the state is
underrepresented in the area of food manufactur-
ing.   The New Jersey food manufacturing indus-
try has lost significant ground over the past 25 years,
relative to its national counterparts.  In 1967, the
contributions of New Jersey food manufacturing
activities to the nation were disproportionately
higher than its population contribution.  Further-
more, on a regional basis, while New Jersey still
had a high proportion of the Northeast’s food manu-
facturing activity in 1992, over the past 25 years,
the state experienced a decline in its share of re-
gional food manufacturing business in terms of
value of shipments, payroll, and value added.  The
decline in New Jersey’s share of the national and
regional industries suggests an erosion of a com-
parative advantage in food manufacturing and in-
dicates the presence of major obstacles to the eco-
nomic growth and viability of this sector in the state.

Given the advantages provided by New Jer-
sey, the state could be an attractive location for
food manufacturing firms.  These advantages in-
clude easy access to a large, affluent, urban and
suburban consumer market, proximity to major ports
for importing ingredients and exporting finished
products, availability of agricultural and fisheries
raw products, availability of workers with high tech-
nical skills, recognition as a national center for food
science research and development, and a critical
mass in the flavors and extracts industry.

The Center for Advance Food Technology
(CAFT) and its Food Manufacturing Technology

(FMT) facility at Rutgers University are important
infrastructures that New Jersey has developed to
support the food manufacturing industry.  This cen-
ter has been an integrated part of research, tech-
nology development, and outreach programs in the
state.  New Jersey’s business/regulatory climates
are considered to be among the most taxing na-
tionwide.  Access to research and technology  de-
velopment serve to offset the disadvantages asso-
ciated with doing business in the state.  CAFT/
FMT assist the industry with solutions to current
technological problems (e.g., extended shelf life of
refrigerated products, improved leak detection in
packaging), development of new products, and
manufacturing startup assistance with minimal
capital investment. Flavors and extracts manufac-
turing firms are among those that have benefitted
from the presence of CAFT.  Investments in re-
search and technology development should enhance
short- and long-term competitiveness of New
Jersey’s food manufacturing firms.

New Jersey has one of the largest dairy pro-
cessing capacities in the nation, providing opportu-
nities for dairy-based manufacturing.  Given the
presence of major pharmaceutical and biotechnol-
ogy firms in the state, coupled with many highly-
trained food scientists, New Jersey is well posi-
tioned to be a leader in the rapidly emerging
nutraceuticals market.  The many food service es-
tablishments in the state offer additional opportu-
nities, as restaurant-based food processing is rap-
idly growing.  The significant presence of food re-
tailers has created substantial food wholesale and
brokerage opportunities, which food processors
benefit from.  New Jersey’s agricultural sector also
provides opportunities for growth in the develop-
ment of small-scale food processing facilities us-
ing local commodities and resources.  While sup-
porting the food manufacturing industry, these lo-
cal, agriculturally-based facilities would also pro-
vide much needed alternative income sources for
farmers.

It is critical that public policy makers recog-
nize the importance of the state’s food manufac-
turing industry in planning for the development and
stability of New Jersey’s economy.  Manufactur-
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ing firms could provide a stable employment base
for the state.  The large capital investments in
manufacturing facilities render such firms less likely
to relocate if the business climate is favorable.   Ser-
vice and retail businesses, on the other hand, are
more fungible.  Furthermore, given the high level
of technical and managerial skills needed in food
manufacturing, higher paying jobs are generated
relative to the service sector.  In general, food
manufacturing is less environmentally threatening,
compared with other types of manufacturing such
as chemicals, metals, petrochemicals, etc., which
involve relatively more hazardous and toxic waste
and by-products.  Furthermore, the processing of
food may be more politically acceptable to the public
because all people need to eat.

It is important that economic development
strategies focus on accentuating the state’s
strengths discussed above.  New Jersey has al-
ready lost much food manufacturing business to
regions of the country with lower costs, more in-
viting business climates, and more supportive state
economic assistance programs.  New Jersey can
stem the tide with more business-friendly policies
without necessarily compromising environmental
quality.

The New Jersey Department of Commerce
and Economic Development has already recog-
nized the importance and special position of this
sector with a “target industry” program for food
and beverage processors.  This program, initiated
in late 1995, is designed to provide custom ser-
vices to address individual company and industry-
wide needs with financial, labor, regulatory, and
technical assistance packages and programs to
promote economic development.  Within the first
year of the program, numerous food and beverage
processing firms have been contacted and assisted
in a variety of ways.  Several out of state compa-
nies have also shown interest in doing business in
New Jersey.  It is hoped that the “target industry”
program for food manufacturers will be continued
and expanded beyond the initial year.

Issues and Problems

Industry representatives that participated in
several focus group sessions of industry leaders
documented a number of issues and problems fac-
ing their industry that could be dealt with at the
state level.  These are presented below, in order of
importance.

A major concern is in the area of regulations.
Allegedly, the excessive and punitive enforcement
of environmental regulations and excessive fines
and permit fees charged by the Department of
Environmental Protection (DEP) deter indus-
try growth.  Permit acquisition is expensive, due
to fees, fines, and operational downtime.  The pro-
cess is also viewed as time consuming and inflex-
ible.  When taken together, these add up to major
aggravation and significant costs for food manu-
facturing companies.  Industry representatives
viewed many permits as nuisance permits.

Industry representatives also cited other rea-
sons at the DEP for the regulatory enforcement
problems.  These include the DEP’s high turnover
rate, lack of accountability, inflexibility in tailoring
permits to specific industry circumstances, poor
internal communications, and lack of knowledge
of and communication with the food manufactur-
ing industry.  Furthermore, additional regulatory
problems result because each level of state, county,
and local bureaucracy requires its own permits,
fees, and paperwork.  These are often repetitive,
overlapping, and inconsistent.  This  lack of regu-
latory harmonization across the various tiers of
government has created a situation where the
emphasis of environmental regulations is placed
on enforcement and on the collection of fines and
fees, rather than on the legislative intent of envi-
ronmental laws and their subsequent regulations.

With regard to air pollution control, most of
New Jersey’s standards are considered more strin-
gent than federal standards.  Fines for violations in
New Jersey were cited to be nearly 100 percent
greater than fines in other states, and 100 times
greater than such states as Delaware.  Industry
representatives indicated the need for improved,
low-cost, technology to reduce air pollutant emis-
sions and meet state and federal standards. Odor
regulations were seen by industry representatives
as poorly defined with arbitrary enforcement.  The



The Status and Condition of New Jersey’s Food Manufacturing Industry

17

burden of resolving air pollution problems is seen
as being placed heavily on industry through such
measures as the Employee Trip Reduction Pro-
gram.  An alternative is for it to be borne by all
individuals responsible for creating the pollution (in-
cluding all automobile drivers).  It was suggested
that making this program voluntary, as opposed to
mandatory (which was recently done), will result
in more equitable sharing of the burden.

Regarding water pollution control, industry
representatives indicated that fines are automati-
cally levied for violations without consideration of
intent, magnitude, or time interval of the infraction.
For example, 30-day fines are often levied for 1-
day infractions.  Fines are also levied by the DEP
for grammatical and syntax  mistakes on monthly
water pollutant Discharge Monitoring Reports
(DMR).  The fact that water pollutant discharge
levels in New Jersey are often set above those
established at the national level present additional
problems for certain sectors of the food manufac-
turing industry.  Problems currently exist in the dis-
charge of vegetable and animal oils and grease.
This is a significant issue for dairy processors.

 Concern was also expressed regarding the
insufficiency of wastewater and sewer treatment
facilities in certain regions of the state and the lack
of investments in wastewater recycling technol-
ogy.  Industry representatives indicated a lack of
state-level investments and planning for expanded
sewerage capacity over the next 10 to 15 years.
Some companies are required to conduct their own
pretreatment of wastewater prior to local treat-
ment facilities.  This is a particular problem in such
areas as northern New Jersey where adequate land
near processing plants on which to build these pre-
treatment facilities is in short supply.  Industry rep-
resentatives felt that improved and lower cost tech-
nologies are needed to handle wastewater from
food processing facilities in the state.  They cited
the need for funding to expand the use and devel-
opment of membrane technology that filters out
wastes from the water stream which can then be
developed into marketable by-products.

Regarding solid waste disposal issues, in-
dustry members cited the inadequacy of landfills
and incinerators and insufficient capacity to handle

food-processed waste and compost on farmland.
Furthermore, permits and other restrictions limit
the ability of firms to utilize innovative waste man-
agement approaches.  Industry representatives felt
that there was a lack of technology-based solu-
tions for handling solid waste from food process-
ing, and a need for providing state support for tech-
nology development, both in the private and public
sector.  A lack of direction from the state and avail-
able technology regarding the handling and clean-
ing of sludge from processed food, now that ocean
dumping is no longer an option, was also cited.
Industry representatives felt that the state regarded
food processing waste as a problem needing regu-
lation as opposed to a potential source of market-
able by-products.

Right-to-Know laws were said to pose addi-
tional and unique problems for the flavors and ex-
tracts sector.  A large number of ingredients are
used in varying combinations and mixtures in this
industry.  Each batch requires extensive detailed
reporting and trade secrecy agreements, even
though these ingredients are all FDA approved, and
are neither hazardous nor toxic in small quantities.
This imposes considerable costs on the industry.

  Regarding the costs of doing business, in-
dustry sources indicated that insurance, wages,
regulatory fees, property taxes, utility taxes, and
water and electricity costs are all higher in New
Jersey than in most other states.  In the area of
taxation and fiscal issues, industry sources again
cited high property and utility taxes as impediments.

Regarding development barriers and po-
tential, industry representatives expressed dissat-
isfaction with Economic Development Authority
(EDA) programs, complained about the lack of
active programs for the recruitment and retention
of manufacturing firms, and criticized the perceived
antagonistic attitude of the state toward industry.
Where state programs are offered, they are often
inadequately publicized and promoted and compa-
nies have difficulty in finding out where to go for
information.  For example, many companies, pri-
marily in northern New Jersey, were not aware
that the NJDA provides assistance to food pro-
cessors and liaises with the New Jersey Food Pro-
cessors Association.  Industry representatives felt

xvii



The Status and Condition of New Jersey’s Food Manufacturing Industry

18

that the state does not play an adequate advocacy
role for the food manufacturing industry.  Except
for recent inclusion in the export promotion pro-
gram at the NJDA, the state has not represented
processed food products at national and interna-
tional trade shows.

It should be noted, however, that since the fo-
cus groups were held, the Department of Com-
merce and Economic Development has established
a program targeted specifically for the economic
development and assistance of the food and bev-
erage processing industry.  This program includes
low cost financing, EDA assistance, and other cus-
tom services aimed at the retention and expansion
of food processing firms already operating in the
state, and the recruitment of new firms from other
states.

In the area of education, training, and la-
bor quality, industry members expressed concern
about the lack of sufficient numbers of quality la-
bor in the state to fill lower-skill and lower-wage
positions.  A poor work ethic, tardiness, irresponsi-
bility, poor attitude, poor discipline, and poor edu-
cational backgrounds were all cited as problems
of many entry-level employees.  Furthermore, the
training of these employees by food manufactur-
ing companies is time-consuming and expensive,
due to the high annual turnover rate of roughly 20
percent industrywide.  Flavors and extract firms
have additional difficulty finding trained chemical
operators to fit the specific needs of their plants.

In the area of public relations and public
image, the representatives felt that increased
awareness of the importance and significance of
the food industry in the state could benefit food
manufacturers.  The fact that the flavors and ex-
tracts industry is usually, and erroneously, associ-
ated with the chemical industry, leads to misunder-
standings with the public, as well as with regula-
tions, including Right-to-Know laws.

In the area of transportation, industry repre-
sentatives indicated that there is excessive traffic
congestion and outdated road infrastructure in the
state because highway mileage has not kept pace
with the increase in automobile usage.  Also men-

tioned were the lack of sufficient transportation
amenities between the state’s cities and north to
south mass transit routes.  These limit the alterna-
tives faced by employees in commuting to manu-
facturing facilities.  Coordination is also lacking in
the trucking industry, as an excessive number of
trucks return empty following deliveries.  The poor
design of access to and from industrial parks in the
state was also cited as a problem.

Since the focus group meetings were con-
vened, several additional issues of concern to the
food manufacturing industry have emerged.  One
is port dredging.  The ports of New Jersey are
critical to the food manufacturing industry in the
state.  Millions of pounds of food products and in-
gredients from around the world flow through these
ports.  Any interruptions in food and ingredient ship-
ments into and out of the state will limit the ability
of the industry to operate efficiently and competi-
tively.  The ports of Newark and Elizabeth have
become so clogged with silt that they are too shal-
low for many of the large container ships.  As a
result, these ships, and the business that rely on
them, are moving to other deep water ports along
the East Coast.  In fact, several flavors and ex-
tracts firms have already relocated south to these
deeper-draft ports.  Passage by New Jersey vot-
ers of the $300 million bond act to dredge the state’s
ports and waterways is seen as an important step
in keeping these waterways viable and competi-
tive and for retaining businesses dependent on the
state’s ports.

Another issue is energy deregulation.  En-
ergy deregulation has been taking hold across the
country with movement towards a market driven
approach to electricity and gas purchase and dis-
tribution.  Impending changes in the electric and
gas utility industry could have significant impact
on the costs, profits, and resulting viability of the
food manufacturing industry in New Jersey be-
cause food manufacturing is highly energy inten-
sive.  Of concern to the industry, is the handling of
fixed or “stranded” costs (investments already
made by utility companies in building and financing
plants and equipment). The degree to which these
significant stranded costs are either assumed by
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the state or passed on to utility customers will have
a marked effect on the potential savings from en-
ergy deregulation.  If stranded costs are primarily
recovered from utility customers, the savings to
the food manufacturing industry from competition
may be effectively negated.

Recommendations

Industry representatives recommended a wide
range of public policy innovations that would im-
prove the business climate of the New Jersey food
manufacturing industry.  These recommendations
are directed at state government and are an indi-
cation of what industry would like to see.  Among
the state-level recommendations are the follow-
ing:

Regulatory Issues

DEP Recommendations

• Full input and participation of the industry
in evaluation of all regulations under review
that are relevant to food manufacturing;

• Relaxation of state regulatory standards,
where they exceed federal levels, to coin-
cide with federally set levels;

• Harmonization of state, regional, county, and
local regulations to provide a more unified
operating environment across the state;

• Development of more clearly defined air,
water, and solid waste pollution problems,
solutions, and standards by the state;

• Establishment of a Food Industry Ombuds-
man within the DEP to assist with regula-
tory mitigation and compliance;

• Development of Continuing Professional
Education courses for DEP personnel to
improve understanding of the specific and
unique aspects of the food, ingredient, and
flavors and extracts manufacturing indus-
try;

• Provision of higher wages to DEP employ-

ees in an attempt to reduce high turnover
and improve accountability, understanding,
and communications within the DEP;

• Adoption of new job titles such as “Facili-
tator” within the DEP as opposed to the
current titles such as “Enforcement Of-
ficer.”  This is to be coupled with appropri-
ate changes in attitude and responsibilities;

• Placement of money collected from DEP
fines and fees into a general state fund
rather than back into the DEP’s operating
budget;

• Decentralization of the DEP and adoption
of a geographical or regional organization;

Permitting Process Recommendations

• Improved publicity of the Permit Informa-
tion Assistance program within the DEP (this
program is designed to assist firms during
permit acquisition);

• Exploration of  North Carolina’s success in
streamlining the permitting process and in
assisting companies negotiating through
regulatory red tape;

• Allowance of Jumbo Site Permits or Bubble
Permits, rather than continued reliance on
individual permits, and the promotion of
“source” permits over that of “site” per-
mits;

• Shortening of the entire permitting process,
including a shortening of the time to com-
plete a permit application;

• Authorization of architects and engineers
to inspect buildings and issue permits;

• Allowance for greater flexibility in tailoring
permits to the specific and unique require-
ments of a particular industry;

• Provision of experimental permits for pilot
food manufacturing projects to enable quick
startup times and minimize red tape;

• Revision of the payment system for per-
mits, such that full fees be paid only upon
actual issuance of a permit, rather than the
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current system where two-thirds of the fee
must be paid before the permit is actually
issued;

• Revision and review of permitting regula-
tions regarding the Pinelands and wetlands
areas;

Air Pollution Control Recommendations

• Reduction in the proportion of burden borne
by industry regarding air pollution control
coupled with an increase in responsibility
to be shouldered by all polluters, primarily
automobile drivers;

• Development of less arbitrary enforcement
of odor regulations and the provision of ex-
emptions from odor regulations for some
food processors, as is done for some agri-
cultural producers;

• Establishment of state air pollutant emis-
sion thresholds more in line with federal stan-
dards;

• Provision of state support to develop low-
cost, improved technology to reduce air pol-
lutant emissions from their food processing
plants;

Water Pollution Control  Recommendations

• Management of water pollution reports and
permits by local sewerage authorities, as is
done in California, rather than centrally by
state government;

• Establishment of state water pollutant dis-
charge thresholds more in line with federal
standards;

• Revision of the Clean Water Enforcement
Act such that penalties are based on “per-
day weighted-averages” for discharge lev-
els over the course of a month, rather than
the current use of “1-day spikes,” which
are presumed to have occurred every day
for one month;

• Elimination of fines for grammatical or syn-
tax errors on monthly water pollutant Dis-
charge Monitoring Reports (DMR);

• Provision of assistance to seafood proces-
sors in the adoption of state-of-the-art tech-
nologies for processing waste water efflu-
ent;

• Establishment of a state-wide wastewater
treatment fund to spread out the cost of
improving, updating, and expanding the
state’s wastewater treatment and develop
much needed improved wastewater tech-
nology;

• Establishment of a public/private partner-
ship (government/industry/university) to
develop improved, low cost, wastewater re-
covery technology (e.g., membranes) to
“mine” the waste stream and develop mar-
ketable by-products while reducing water
pollution;

• Provision of state assistance to companies
that are required to construct pretreatment
facilities near their plant where land is in
limited supply;

Solid Waste Disposal Recommendations

• Establishment of a public/private partner-
ship to develop methods for disposing of
nontoxic wastes and by-products from food
processing;

• Reexamination of guidelines for handling
and reporting medical waste generated in
manufacturing plants;

• Development of long-range planning and
R&D by the state, industry, and universi-
ties, to handle and clean solid waste and
sludge from processed foods with landfills,
incinerators, composting, and land applica-
tion;

• Redefinition of food processing waste
(solid, water, and sludge) in terms of by-
products, thereby reducing the volume en-
tering the waste stream while developing
marketable products;

• Provision of state-level incentives to private
and public sectors to “mine” the waste
stream and develop waste reclamation and
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recycling technology and marketable by-
products;

• Formation of public/private partnerships to
build pilot plant facilities to focus on devel-
oping and commercializing technical solu-
tions to waste problems in food manufac-
turing;

Right-to-Know Laws Recommendations

• Revision of the Right-to-Know law to al-
low for exemptions or modifications due to
the unique situations presented by the fla-
vors and extracts industry;

Taxation and Fiscal Issues
R e c o m m e n d a t i o n s

• Consolidation and regionalization of school
districts and other services where home rule
imposes redundancy and leads to exces-
sive costs;

• Development of tax incentives for manu-
facturers to improve on-the-job training;

Development Barriers and Potential
Recommendations

• Provision of loan guarantees to small busi-
nesses and small expansion projects;

• Development of incentives to encourage
research and development, new businesses,
and venture capital projects;

• Provision by the state of low-cost loan pro-
grams, improved promotion of the food in-
dustry, extension of existing economic de-
velopment programs, and the continuation
of the “target industry” program;

• Formation of an industrial development
agency, in cooperation with industry, to ad-
vocate for industry in general, and food in-
dustries in specific;

• Priority be given by state institutions to food
produced or processed in New Jersey,
where it is available, as a substitute for im-
ported food, in order to promote the use of
New Jersey products and support the state’s

commerce;

• Adoption by the state of a more customer/
client-oriented approach towards working
with industry;

• Improved promotion and publication of state
programs and services available to indus-
try including those offered by NJDA and
DCED;

• Development of a state program resource
book listing the various programs and ser-
vices available to industry along with state
personnel contacts;

• Representation of New Jersey’s manufac-
tured food products by state personnel at
national and international trade shows;

Costs of Doing Business Recommendations

• Support of efforts in Washington, D.C., to
reduce tariffs on American goods in for-
eign countries;

• Establishment of a summit conference be-
tween the food manufacturing and insur-
ance industries and an examination of util-
ity costs and taxes;

Education, Training, and Labor Quality
Recommendations

• Formation of a partnership between the
education system and industry to improve
educational standards and better meet the
employment needs of the state’s businesses;

• Support for on-the-job training, apprentice-
ships, and vocational programs through tax
incentives and supplemental state funding
allocations to food manufacturing firms;

• Development of a Chemical Operator Cer-
tificate Training Program for the flavors and
extracts industry at the vocational and/or
post-high school level;

• Establishment of a government sponsored
task force between New Jersey Depart-
ments of Labor, Education, and Commerce
and Economic Development and industry
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to jointly train employees for the state’s
workforce of today and tomorrow;

• Utilization of such state-industry funded pi-
lot plants as the CAFT/FMT facility at Rut-
gers University to train chemical operators,
technicians, and other food processing per-
sonnel;

Public Relations and Image
Recommendations

• Promotion by the state of the importance
of the food industry to New Jersey’s
economy, along with improved publication
of employment and business opportunities
in the industry;

• Development of a public relations campaign
for the flavors and extracts industry to edu-
cate the public about the benefits and value
provided by their industry, and to differenti-
ate it from chemical manufacturers of more
toxic and hazardous products;

Transportation Recommendations

• Expansion of public transportation services
to provide improved access for the state’s
largely city-based labor force to manufac-
turing facilities located in cities, the Mead-
owlands, and the western counties;

• Improved access to industrial parks;

• Improved coordination of the trucking in-
dustry to reduce the number of trucks re-
turning empty after making out-of-state de-
liveries;

• Construction of a train route to Newark
Airport;

Other Issues Recommendations

• Commencement of dredging the Port of
Newark/Elizabeth and approaching water-
ways as soon as possible to stem the tide
of firms moving out of state to more south-
erly, deep water draft ports;

• Deregulation of energy utilities to provide
effective competitive access to electric and

gas markets as soon as practical; and

• Management of “stranded” utility costs such
that savings to the food manufacturing in-
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I. Introduction

A. Background

The food manufacturing industry com-
prises food, confectionery, beverage, ingredi-
ents,  flavors, and extracts manufacturers.
This industry occupies a central place not only
in New Jersey’s agriculture and food produc-
tion and distribution complex, but also in the
state’s manufacturing sector (Adelaja, 1988).1,2

In 1992, the food manufacturing industry in
New Jersey contributed more than $9.6 bil-
lion in value of shipments (gross sales), more
than $4.5 billion in value added, and more
than $1 billion in wages paid to approxi-
mately 34,000 production and nonproduction
workers.3  The large size of the typical food
manufacturing outfit, the magnitude of re-
lated businesses (shipping/transportation,
refrigeration, retail trade, wholesale trade,
etc.), the significant amount of capital com-
mitted to these enterprises, and the fact that
such capital is not as fungible as capital com-
mitted to most service and retail-type busi-
nesses make this industry a critical one for
policy makers interested in stabilizing the
employment base.  Food manufacturing is
less environmentally threatening than many
other manufacturing activities such as chemi-

cals, petroleum, and metals, and thus may be
an attractive candidate to target for economic
development.

Food manufacturing is also important to
consumers and to the welfare of the citizenry.
This segment of the economy is responsible
for the form conversion of most raw agricul-
tural products and foods into the highly so-
phisticated food, confectionery, beverage, in-
gredient, flavor, and extract products that
today’s consumers need and want. Consum-
ers’ food preferences have changed signifi-
cantly over the years due to rising incomes,
changing tastes, and increasing awareness.
These changes, coupled with a growing popu-
lation, changing demographics, and changes
in the logistics of food distribution, have
heightened the demand for processed food
over the years.  Consumers today are de-
manding greater quality, variety, nutrition,
convenience, and value than in the past.  In-
creasingly, customers are chasing conve-
nience, health, and non-fat foods and are con-
suming greater proportions of their foods
away from home.  Without the food process-
ing industry, consumers would not have
much of the satisfaction enjoyed from food
consumption today.

1 According to Connor et. al. (1985),  Marion (1986), and Connor (1988),  the importance of food manufacturing activities
to the economy is a national phenomenon.  Consumers must eat and much of the food consumed today requires some
form of processing.

2  New Jersey’s agriculture and food complex comprises production agriculture, commercial marine fisheries and aqua-
culture, food manufacturing (food, flavors and extracts, and beverage processing), food wholesale (wholesale and
brokerage), food retail stores (supermarkets, grocery, and other food stores), food service establishments (restaurants,
fast food, and other eating and drinking places), and other miscellaneous activities related to these industries.

3 These are the most recent figures available and are obtained from the 1992 Census of Manufacturers-New Jersey.



The Status and Condition of New Jersey’s Food Manufacturing Industry

24

Despite the prospects for growth in food
processing in general, over the past 25 years,
New Jersey’s food manufacturing industry as
a whole has experienced significant decline.
This decline has been not only in absolute
terms, but also relative to the Northeast re-
gion and to the nation.4  The number of es-
tablishments and total employment in food
manufacturing in New Jersey have decreased
significantly over this time period.  Although
nominal sales, nominal value added, and
nominal payroll have grown, when corrected
for inflation, the direction of change is either
downward or fairly stagnant at best.  In al-
most every respect, the size of the food manu-
facturing industry has shrunk relative to the
other components of New Jersey’s food in-
dustry, such as food service and food retail.5

Further evidence of the decline of the in-
dustry can be seen from the decreasing con-
tributions of New Jersey’s food processing in-
dustry to northeastern and national food
manufacturing employment, value added,
number of establishments, gross sales, and
payroll. Between 1967 and 1992, New Jersey’s
shares of national food processing employ-
ment, production, and value added each fell
by at least one-third.  While the food process-
ing industry as a whole in the northeastern
region has experienced a decline relative to
the nation, this decline has been even more
severe in New Jersey.

The decline of the food manufacturing
industry has become an even greater concern
in New Jersey in recent years.  With the
economy of New Jersey being more adversely

impacted by the recent recessions than most
other states, state policy makers have been
increasingly concerned about methods by
which these trends can be reversed.  Of im-
portance to policy makers is information
about ways to reverse the decline in the in-
dustry and to stem the flight of food manu-
facturing firms.  Also important is informa-
tion on ways to strengthen the state’s food
manufacturing industry so that it is poised to
be more viable and sustainable into the 21st
century.

Lopez and Henderson (1988) provided
preliminary insights into the reasons for the
decline of New Jersey’s food manufacturing
industry. Their study identified key determi-
nants of food processing business location
decisions (e.g., environmental regulations and
fiscal policies, such as tax and development
incentives) and the key impediments faced
by the industry in New Jersey.6,7  Preliminary
discussions with industry representatives
suggest that the food processing industry has
been quite concerned by what they term the
“overregulation of the industry,” the “non-
conduciveness of the business climate,” and
the lack of the types of economic development
incentives that exist in such other states as
North Carolina.  These suggest that a new
policy paradigm might be in order in the state
and that a private sector/government initia-
tive might be required to stem the tide of eco-
nomic decline faced by the industry.

It should be noted here that while the food
manufacturing industry as a whole has seen
significant declines, certain segments of this

4 The Northeast is defined to include New Jersey, New York, Pennsylvania, Connecticut, Maine, Massachusetts, New
Hampshire, Rhode Island, and Vermont.

5 This is consistent with trends in all types of manufacturing  regionally and nationally.  Manufacturing, in general, has
been on the decline relative to wholesale, service, and retail trades.

6 Lopez and Henderson indicate that key determinants of location include availability of farm, fish, and other raw
materials and  supplies;  availability  of  wastewater and solid waste disposal facilities; water availability; labor supply;
and availability of markets.

7 Key impediments identified include high cost of doing business and overregulation.
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industry have performed better than others.
The manufacturing of flavors and extracts has
been a growing sector in New Jersey (al-
though the number of firms declined from
1967 to 1992), and should be recognized for
its importance to the state’s economy.  This
sector relies heavily on the use of advanced
technology and food science research, which
are unique strengths that New Jersey offers,
to manufacture highly value-added products.
More specific descriptions, economic analy-
ses, and trends of each sector of the food
manufacturing industry are presented in later
sections of this report.

The agriculture and food complex in New
Jersey is a large sector of the state’s economy.
It directly contributed some 12 percent of the
total sales generated in New Jersey’s economy
in 1987 and perhaps as much as 25 percent
when indirect and induced economic effects,
as well as ancillary activities such as trans-
portation, refrigeration, and insurance ser-
vices, are considered (Adelaja, Schilling, and
Horzepa, 1994).

Because New Jersey was more adversely
impacted by the 1989 to 1993 recessions than
many other states, state policy makers have
heightened their interest in methods to en-
hance the economic vitality of the state.  Out
of concern for the long-term health and eco-
nomic viability of New Jersey’s agriculture
and food complex, the New Jersey Depart-
ment of Agriculture (NJDA) is developing,
with other state agencies, an economic devel-
opment initiative to assist the state’s food in-
dustry.8  Towards this end, in 1994, the NJDA
contracted with Dr. Adelaja of Rutgers Uni-
versity to study the importance and contri-
butions of all components of the food indus-
try to the state’s economy, the long-term

trends in each of the sectors of the industry
and their implications for economic develop-
ment, the critical problems faced by each sec-
tor that could be dealt with at the state level
(particularly those detracting from the abil-
ity of New Jersey firms to compete with firms
in other states), and the potential methods for
improving the state’s business climate
through public policy.9

As part of the study, the research team
compiled a number of key current and his-
torical statistics on each of the food industry
sectors.  These statistics allowed for the analy-
sis and evaluation of the status and condition
of each of these industry sectors, as well as
the contributions made to the state.  Realiz-
ing, however, that an effective way of docu-
menting the problems of each industry was
to solicit information directly from the indus-
try, the study team decided also to convene
focus groups comprising leaders and repre-
sentatives from each industry sector.  Several
focus groups, each representing a homoge-
neous group of industry representatives, were
subsequently held between January and
March of 1995.  Thus, the study conducted
for each industry included the analysis of sec-
ondary data, as well as the examination of
information obtained from industry sources.

The food manufacturing industry in New
Jersey is the focus of this particular report.
This report examines the importance of the
food manufacturing industry in the state and
analyzes trends.  In addition, it discusses the
critical problems faced by the industry that
could be dealt with at the state level and pro-
vides recommendations proposed by indus-
try representatives on how to improve the
business climate.  Statistics and figures pre-
sented in this report were primarily obtained

8 The New Jersey Department of Commerce and Economic Development (Division of Economic Development and the
Economic Development Authority) is the primary development-related agency in the state.  However, the  NJDA also
has programs related to the economic development of the food industry.

9 The food industry sectors included in this study are: food manufacturing, food wholesale, food retail stores, and food
service establishments.
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from the Census of Manufacturers (various
census years from 1967 to 1992) published by
the U.S. Department of Commerce.  The 1992
figures are the most recent Census data avail-
able on the manufacturing industry since this
census is only conducted every five years and
is typically not published until three to four
years later.  Another source of similar data is
the Annual Survey of Manufacturers.  How-
ever, the decision was made to use Census
figures in order to maintain consistency with
food wholesale, retail, and service industries
for which only Census figures exist.

Segments of this report dealing with prob-
lems faced by the industry and recommen-
dations for improving the industry’s business
climate were primarily obtained from the in-
dustry representatives at the focus group
meetings.  Due to the diversity of the indus-
try, three homogeneous focus groups were
convened to represent New Jersey’s food
manufacturers.  Two of these groups were de-
lineated geographically into northern New
Jersey and southern New Jersey food proces-
sors, and the third focus group comprised rep-
resentatives from the food ingredients, fla-
vors, and extracts manufacturing industry.

B. Definition and Nature of the
Food Manufacturing Industry

The food manufacturing industry can be
defined as the sector of the economy that com-
bines agricultural, seafood, natural, synthetic,
or chemical products with various forms of
management, capital, and labor in the pro-
duction and processing of value-added food,
confectionery, and beverage products, food
ingredients, food flavors and extracts, and
other edibles that are more consistent with
consumer food and refreshment needs
through such processes as cooking, pasteur-
ization, drying, freezing, packaging,  bottling,
canning, preserving, and other processes in-
volving the denaturing of basic food items
(Adelaja 1988).

The majority of food manufacturing ac-
tivities are covered under U.S. Standard In-
dustrial Classification (SIC) code 20 and com-
prise sectors primarily engaged in the manu-
facturing or processing of the following prod-
ucts:

• Meat products (SIC 201), including
packed meat, sausages, prepared
meats, dressed poultry, and processed
poultry/egg.

• Dairy products (SIC 202), including
butter, cheese, dry, and evaporated
dairy products, condensed dairy prod-
ucts, ice cream, frozen desserts, and
fluid milk.

• Preserved fruits and vegetables (SIC
203), including canned specialties, fro-
zen specialties,  canned fruits and veg-
etables, frozen fruits and vegetables,
dehydrated fruits and vegetables, de-
hydrated soups, pickles, sauces, and
salad dressings.

• Grain mill products (SIC 204), includ-
ing cereals, animal/pet food, and pre-
pared feed.

• Bakery products (SIC 205), including
bread, cake, cookies, crackers, and fro-
zen bakery products.

• Sugar and confectionery products
(SIC 206), including raw cane sugar, re-
fined cane sugar, beet sugar, candy,
other confectionery products, chewing
gum, chocolate and cocoa products,
and salted and roasted nuts and seeds.

• Fats and oil products (SIC 207), includ-
ing cottonseed oil, soybean oil, veg-
etable oil,  animal and marine fats/oils,
shortening, edible fats and oils, and
cooking oils.

• Beverages (SIC 208),  including malt
beverages, malt, wines, brandy, brandy
spirits, distilled and blended liquors,
bottled and canned soft drinks, and fla-
voring extracts and syrups.
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• Miscellaneous food and kindred
products (SIC 209), including canned
and cured fish and seafood, fresh or
frozen prepared fish, packaged fish,
roasted coffee, potato chips and simi-
lar snacks, manufactured ice, macaroni
and spaghetti, and other food prepa-
rations.

The food ingredients and flavors and ex-
tracts sector is an important and growing
component of food manufacturing in New
Jersey.  However, providing a clear picture of
this sector in the state is difficult because the
products which make up this industry are
divided among several SIC categories. The
majority of products are classified under SIC
20, discussed above, which includes the
manufacturing and processing of foods and
beverages.  Flavors and extracts are prima-
rily reported under SIC 2087, Flavoring Ex-
tracts and Flavoring Syrups, Not Elsewhere
Classified, which is a sub-sector of Beverages
(SIC 208).  This category includes flavoring
extracts, syrups, powders, and related prod-
ucts for soda fountain use or for the manu-
facture of soft drinks, and colors for bakers’
and confectioners’ use.  Establishments pri-
marily engaged in manufacturing chocolate
syrup are classified in Chocolate and Cocoa
Products (SIC 2066) which is a sub-category
of Sugar and Confectionery products (SIC
206).

Additional portions of the flavors and
extracts sector, however, are classified under
Chemicals and Allied Products (SIC 28).  More
specifically, a number of products are listed
under Industrial Organic Chemicals, Not
Elsewhere Classified (SIC 2869) which in-
cludes synthetic sweeteners and flavoring
materials such as sorbitol, saccharin, and syn-
thetic vanillin, along with  a range of numer-
ous non-food chemicals.  Furthermore, the
manufacturing of essential oils is classified
under Chemicals and Chemical Preparations,
Not Elsewhere Classified (SIC 2899), which,
in addition to these food ingredients, also in-
cludes a wide array of non-food products.

The problem in combining the numbers from
these various categories to arise at an indus-
try total for New Jersey stems from the fact
that numbers on this sector are reported at
the fourth and fifth digit SIC code level.  In-
dustry statistics at this level are not readily
available at the state-level and are provided
only at the national-level for much of this sec-
tor.  It is, therefore, extremely difficult to sepa-
rate out the food ingredients, flavors, and
extracts products from other food and non-
food products lumped together under the
fourth- and fifth-digit level SIC categories
indicated above at the state level for New Jer-
sey.

Furthermore, since the flavors and ex-
tracts industry is comprised of a relatively
small number of firms (27 establishments and
between 500 and 999 employees classified
under SIC 2087 in 1992), much of the statis-
tics for this sector are withheld to avoid dis-
closing data for individual companies. There-
fore, for the purposes of this report, the fla-
vors and extracts sector of New Jersey’s food
manufacturing industry will primarily be rep-
resented under the Beverages classification of
SIC 208.

The activities and products identified
above and the companies and firms that pro-
duce them are important to New Jersey’s eco-
nomic development, growth, and job reten-
tion.  Food manufacturing firms tend to be
very large.  Consequently, they tend to em-
ploy a large number of production and non-
production workers.  The industry also tends
to be highly capital-intensive.  The significant
fixity of capital in manufacturing, compared
with the retail and food service sectors, and
its nonfungibility make it more difficult for
food manufacturers to relocate to other states.
Such capital fixity has probably slowed down
the loss of manufacturers and may have pro-
vided a greater degree of stability than would
have been expected given the business cli-
mate.  Food manufacturing is also a high-pro-
ductivity industry.  Consequently, its large
workforce, comprising both production and
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nonproduction workers, generally receives
relatively high wages vis-a-vis most other
manufacturing and food-related businesses.

New Jersey is home to many of the na-
tional and international food manufacturing
companies and conglomerates.  RJR Nabisco,
General Foods, M&M Mars, Continental Bak-
ing, Best Foods/CPC International, Goya,
Campbell Soup,  National Starch, Interna-
tional Flavors and Fragrances, General Spice,
Takasago International, Lea and Perrins,
Progresso, Redpack, Crown Cork & Seal,
Ocean Spray, Thomas J. Lipton, and Firmenich
are only a few of the large companies with
processing, packing, research, development,
or management/corporate offices in New Jer-
sey.  New Jersey is also home to many smaller
regional companies, such as Welsh Farms,
Gorton’s Seafood, Celentano Brothers, Ron-
Son Mushrooms, Tuscan Dairies, Violet Pack-
ing, Manischewitz, Four Sisters Winery, Al &
John’s, Lombardo Ravioli, and Cumberland
Dairy.  According to industry sources, 35 of
the top 100 food companies in the United
States are within a 60-mile radius of the cen-
tral New Jersey/New Brunswick area.  New
Jersey is noted as one of the leading states in
the production of flavors, extracts, and syr-
ups, macaroni and spaghetti, coffee roasting,
cookies, and canned soup, among other
things.

A strong and noticeable trend in the state
is that toward secondary processing.10  This
has resulted in growth in imported prepro-
cessed products and movement away from
primary processing.11  Connors (1988) points
out that such a trend is not surprising because
of the proximity of the state to ports and large
consumer bases (Lopez and Henderson,
1988).  Northern New Jersey tends to have a
greater concentration of national companies,

secondary processors, and conglomerates
while the southern portion of the state has
tended to have a greater concentration of pri-
mary processors.  The prevalence of primary
processing  in southern New Jersey (e.g.,
Ocean Spray, Gorton’s Seafood, Cumberland
Dairy, Violet Packing) is related to the greater
availability of agricultural products and simi-
lar raw materials.  Historically, New Jersey
was particularly attractive to seafood proces-
sors due again to proximity to consumers and
the availability of fish products.  Recently,
however, New Jersey, as well as the Mid-At-
lantic region, have lost numerous seafood
processing facilities.

New Jersey and its neighboring states
have been particularly attractive to flavors,
extracts, and ingredients manufacturers. This
is an important sector in New Jersey, as fla-
vors and extracts are one of the few segments
of food manufacturing that has been grow-
ing in terms of its value of shipments.  Among
those manufacturers based in the state are
Firmenich, International Flavors and Fra-
grances, Haarmann and Reimer, General
Spice, Takasago International, and National
Starch.  Industry sources indicate that about
65 percent of flavors, extracts, and ingredi-
ents manufacturers in the United States are
located in New Jersey and that at least 80 per-
cent of them are within 100 miles of the cen-
tral portion of the state.  The attraction that
New Jersey offers this segment of the indus-
try includes a large pool of highly skilled tech-
nical labor and scientists (crucial to this in-
dustry); the advanced technology centers;
proximity to ports; and a high regional con-
centration of food processors that use these
ingredients.

In terms of the distribution of food pro-
cessing activity by region of the state, Exhibit

10 Secondary processing is the processing of preprocessed food, such as spaghetti sauce from tomato paste.

11 Primary processing is the basic conversion or processing of raw agricultural commodities, such as the processing of
tomato paste from tomatoes.
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1 shows that the northern counties of Essex,
Bergen, Hudson, and Passaic have the great-
est number of establishments.  Essex County
leads in number of establishments, gross sales
(value of shipments), and value added, and
is the second ranked county in number of
employees.  Bergen County has the greatest
number of employees in food processing,
ranks second in number of establishments
and value of shipments, and is fourth in value
added.  Following Essex and Bergen are the
northern counties of  Hudson (third in estab-
lishments, eighth in employees, seventh in
gross sales, and sixth in value added), Passaic
(fourth in establishments, seventh in employ-
ees and value added, and ninth in gross sales),
and Union (seventh in establishments, fifth
in employees, sixth in gross sales, and tenth
in value added).  Also important is the cen-
tral county of Middlesex (fifth in establish-
ments, third in employees and value added,
and fourth in gross sales) and the southern
county of Camden (also fifth in establish-
ments, gross sales, and value added, and
fourth in employees).  It is evident that the
food processing firms in Hunterdon manu-
facture highly valued products as this county
ranks second in value added and third in
gross sales, even though it only ranks thir-
teenth in establishments and ninth in employ-
ees.  Cumberland, Monmouth, Mercer, Mor-
ris, Gloucester, and Burlington counties all
have a considerable food processing presence,
while Atlantic, Cape May, Ocean, Salem,
Somerset, Sussex, and Warren have less pres-
ence.

According to Lopez and Henderson
(1988), New Jersey’s food manufacturing in-
dustry shows a much higher degree of diver-
sification than other states.  Not only is the
state’s product mix very diverse, but a large
number of companies based in New Jersey
have a diversified product line. There has
been a trend nationwide toward intracom-
pany diversification aimed at improving earn-
ings stability.  Much of this diversification was
achieved via merger and acquisition activi-

ties.   Food firms have been prime targets in
mergers, due to the income stability they of-
fer companies in other areas.  This was par-
ticularly true in the 1980s when a large num-
ber of processors were acquired.

New Jersey’s food processors are also ex-
tensively involved in export and import ac-
tivities.  International trade is an area of grow-
ing importance.  Nationwide, food manufac-
turers are becoming increasingly involved in
exports, while import activities of foreign
firms is also growing.  Foreign direct invest-
ment in the United States is also growing, and
New Jersey is a prime candidate for foreign
business location if its business climate is
competitive.

Among the attractive features of the state
to food manufacturers is New Jersey’s prox-
imity to ports and other export facilities.
These facilitate imports of materials and ex-
ports of finished products.  Another advan-
tage lies in the fact that New Jersey has a well-
educated labor force suitable for upper level
jobs.  Skilled, scientific, and technical labor,
which are very important in food processing,
are readily available in New Jersey.  Research
and development (R&D) expertise in food
food science and manufacturing assistance
provided by the Center for Advanced Food
Technology (CAFT) and its Food Manufactur-
ing Technology (FMT) facility at Rutgers Uni-
versity are additional benefits provided to
food firms operating in New Jersey.  Another
advantage is the  proximity to a large urban
and consumer base, which enhances market
access of products manufactured in New Jer-
sey.  Proximity to the financial and commer-
cial centers of New York City and Philadel-
phia;  proximity to and availability of raw
inputs locally, as well as from Pennsylvania,
Delaware, New York, and Connecticut; high
quality of life; diversity of lifestyles; and the
state’s industrial history/reputation are
among the other advantages New Jersey has
to offer.  These can be built upon in develop-
ing a solid foundation for the future.
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Exhibit 1: Distribution of Food Manufacturing Activity Across New Jersey’s
Counties in 1992.

Value of Value
Number of Number of Shipments Added

County Establishments Rank Employees Rank ($ million) Rank ($ million) Rank

Atlantic N/A d — N/A — N/A — N/A —

Bergen 83 2 4100 1 1043.1 2 431.3 4

Burlington 11 14 800 11 518.3 10 292.7 8

Camden 40 5 3400 4 875.6 5 385.7 5

Cape May N/A — N/A — N/A — N/A —

Cumberland a 28 8 2900 6 660.0 8 287.5 9

Essex 84 1 3700 2 1292.0 1 703.4 1

Gloucester 17 11 1000 10 182.9 11 56.8 12

Hudson b 51 3 2200 8 680.5 7 349.8 6

Hunterdon 14 13 1800 9 985.1 3 469.5 2

Mercer c 21 10 800 11 172.9 12 66.6 11

Middlesex 40 5 3500 3 973.8 4 450.3 3

Monmouth 23 9 800 11 141.0 13 45.0 13

Morris 17 11 500-999 14 N/A — N/A —

Ocean N/A — N/A — N/A — N/A —

Passaic 49 4 2500 7 614.0 9 294.2 7

Salem N/A — N/A — N/A — N/A —

Somerset N/A — N/A — N/A — N/A —

Sussex N/A — N/A — N/A — N/A —

Union 39 7 3000 5 706.8 6 246.4 10

Warren 4 15 500-999 14 N/A — N/A —

a Figures reported are for the Vineland-Millville-Bridgeton metropolitan statistical area.

b Figures reported are for the Jersey City metropolitan statistical area.

c Figures reported are for the Trenton metropolitan statistical area.

d N/A represents data Not Available since the data was withheld to avoid disclosing data for individual companies.  Data are included in
higher level totals in the following Exhibits.

Source: New Jersey Census of Manufacturers, 1992.
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II. Industry Size, Contributions, and Trends

A. Industry Size and Economic
Contributions

The food manufacturing industry is a
large contributor to the New Jersey economy
and a major component of the state’s $86.8
billion manufacturing industry.  In 1992, food
manufacturing in New Jersey contributed

more than $9.6 billion to the state’s economy,
while providing employment to 33,500 pro-
duction and nonproduction workers.  Exhibit
2 illustrates the size of the food manufactur-
ing industry in New Jersey vis-a-vis the state’s
aggregate manufacturing industry.  As shown
in this table, food manufacturing accounted
for 4 percent of the number of establishments;

Exhibit 2: Size and Contribution of Food Manufacturing to Total Manufacturing
Activities in New Jersey in 1992.

Total for New Jersey’s Total for All New Jersey Percentage of Total
Food Manufacturing Manufacturing Attributable to Food

Indicator Industry Industries Manufacturing

Number of Establishments 567 13,277 4.27

Total Employment 33,500 573,900 5.84

Total Payroll ($ million) 1,023.70 20,613.20 4.97

Production Worker

Employment 24,000 302,300 7.94

Production Worker Employment
Hours (million hrs.) 48.60 6,163.30 7.89

Production Worker Wages
($ million) 632.80 7,675.50 8.25

Value Added ($ million) 4,515.60 46,045.30 9.81

Cost of Materials ($ million) 5,135.00 40,457.40 12.69

Value of Shipments ($ million) 9,645.30 86,774.50 11.12

New Capital Expenditures
($ million) 230.50 2,716.90 8.48

Source: New Jersey Census of Manufacturers, 1992.
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6 percent of total employment; 5 percent of
total payroll; 8 percent of production worker
employment, employment hours, and pay-
roll; 10 percent of value added; 13 percent of
the cost of materials used; 11 percent of the
value of shipments; and 7 percent of new capi-
tal expenditures in the manufacturing seg-
ment of New Jersey’s economy in 1992.

Exhibit 3 illustrates that among the major
manufacturing industries in New Jersey, food
manufacturing ranks second behind manu-
facturers of chemical and allied products in
terms of value added and total value of manu-
facturing shipments.  Food manufacturing
accounts for nearly 10 percent of value added
and more than 11 percent of the value of ship-
ments in 1992.  Food manufacturing, however,
ranks fifth, eighth, and ninth, respectively, in
employment, payroll, and establishments
within the state’s manufacturing sector.
Based upon economic and employment con-
tributions, it is apparent that among the
manufacturing industries, which represent
the backbone of New Jersey’s economy, food
manufacturing is of considerable importance
from an economic development standpoint.

Food manufacturing is also a major com-
ponent of the state’s entire food industry.  As
shown in Exhibit 4, of New Jersey’s food in-
dustry, food manufacturing accounts for 11
percent of employment, 20 percent of annual
payroll, and 18 percent of sales volume.  Fur-
thermore, food manufacturing is a source of
relatively high-paying jobs in the state’s food
industry and economy.  As illustrated by Fig-
ure 1, the average annual salary for New
Jersey’s food manufacturing employees was
$30,558 in 1992, second in the state’s food in-
dustry to food wholesale employees at
$33,400.  In contrast, food retail and service
activities offered markedly lower average an-
nual salaries of $15,020 and $9,970, respec-
tively.  While the food retail and food service
industries offer substantial employment op-
portunities to low-skilled and entry-level
people, the food manufacturing industry  fills
an important niche in the employment spec-

trum by providing middle-income jobs.

Exhibit 5 provides a breakdown of New
Jersey’s food manufacturing establishments,
employment, annual payroll, value of ship-
ments, value added, and cost of materials by
each subsector of the industry.  Exhibit 5 en-
ables analysis of the relative importance of
the various sectors of the food manufactur-
ing industry.  Firms engaged in processing
bakery products represent one of the largest
sectors of the industry, with 26 percent of es-
tablishments operating in the state, 22 per-
cent of total employment, and 20 percent of
total payroll.  However, this sector ranks third
in value added, fourth in total value of ship-
ments, and sixth in cost of materials used.
Beverage manufacturing (which includes fla-
vors and extracts) is another leading sector,
with 23 percent of total value of shipments,
27 percent of total value added, 20 percent of
annual payroll, 19 percent of the total cost of
materials, and 15 percent of employees in the
food manufacturing industry.  Canned and
frozen foods ranked second in value of ship-
ments and value added and ranked third in
payroll and cost of materials.  Dairy products,
which led in cost of materials, ranked third
in value of shipments, fourth in payroll, and
fifth in value added.  Figure 2 provides a
breakdown of the food manufacturing indus-
try based on the percentage of gross sales gen-
erated by each sector.

B. Trends in New Jersey’s Food
Manufacturing Industry
(1967-1992)

New Jersey’s food manufacturing indus-
try has experienced a steady and significant
decline in recent decades.  By summarizing
the changes experienced in the industry over
the 25 years between 1967 and 1992 in terms
of number of establishments, employment,
value of shipments, annual payroll, and value
added,  Exhibit 6 illustrates the condition of
New Jersey’s food manufacturing industry.



The Status and Condition of New Jersey’s Food Manufacturing Industry

33

Exhibit 3: Sizes and Contributions of New Jersey’s Manufacturing Industries in
1992.

Value of Annual
Establishments Shipments Payroll Employment Value Added

Manufacturing Sector (number) ($ million) ($ million) (number) ($ million)

Food and Kindred Products 567 (4.2%) 9,645.3 (11.1%) 1,023.7 (5.0%) 33,500 (5.8%) 4,515.6 (9.8%)

Tobacco 2 (0.02%) N/A N/A N/A N/A

Textile Mill Products 333 (2.5%) 1,151.3 (1.3%) 296.2 (1.4%) 12,000 (2.1%) 587.8 (1.3%)

Apparel and Other Textile 1,196 (9.0%) 3,119.0 (3.6%) 639.9 (3.1%) 35,100 (6.1%) 1,492.9 (3.3%)
Products

Lumber and Wood Products 319 (2.4%) 369.1 (0.4%) 87.8 (0.4%) 3,600 (0.6%) 167.8 (0.4%)

Furniture and Fixtures 326 (2.5%) 761.7 (0.8%) 183.9 (0.9%) 7,100 (1.2%) 410.4 (0.9%)

Paper and Allied Products 309 (2.3%) 3,355.2 (3.9%) 692.6 (3.4%) 21,500 (3.8%) 1,555.6 (3.4%)

Printing and Publishing 2,451 (18.5%) 6,726.1 (7.8%) 1,786.3 (8.7%) 57,200 (10.0%) 4,833.7 (10.5%)

Chemicals and Allied Products 807 (6.1%) 24,256.3 (28.0%) 2,842.3 (13.8%) 68,900 (12.0%) 15,511.9 (33.7%)

Petroleum and Coal Products 69 (0.15%) 5,589.9 (6.4%) 205.2 (1.0%) 4,400 (0.8%) 534.4 (1.2%)

Rubber and Miscellaneous 687 (5.2%) 3,970.4 (4.6%) 874.7 (4.2%) 32,600 (5.7%) 2,022.3 (4.4%)
Plastics Products

Leather and Leather Products 72 (0.5%) N/A N/A 1,000-2,499 (—) N/A

Stone, Clay, and Glass Products 404 (3.0%) 1,886.8 (2.2%) 492.3 (2.4%) 16,600 (2.9%) 1,123.7 (2.4%)

Primary Metal Industries 201 (1.5%) 2,890.1 (3.3%) 408.7 (2.0%) 12,400 (2.2%) 1,086.2 (2.4%)

Fabricated Metal Products 1,255 (9.5%) 4,500.8 (5.2%) 1,153.2 (5.6%) 37,400 (6.5%) 2,315.4 (5.0%)

Industrial Machinery and 1,715 (12.9%) 4,599.7 (5.3%) 1260.5 (6.1%) 36,800 (6.4%) 2,356.3 (5.1%)
Equipment

Electronic and Other Electric 707 (5.3%) 4,294.8 (5.0%) 1,010.5 (4.9%) 33,600 (5.9%) 2,464.0 (5.4%)
Equipment

Transportation Equipment 213 (1.6%) 1,928.6 (2.2%) 319.8 (1.6%) 8,700 (1.5%) 784.2 (1.7%)

Instruments and Related 518 (3.9%) 5,709.1 (6.6%) 1,604.6 (7.8%) 38,900 (6.8%) 3,408.8 (7.4%)
Products

Miscellaneous Manufacturing 567 (4.3%) 1,726.2 (2.0%) 386.3 (1.9%) 15,700 (2.7%) 915.1 (2.0%)
Industries

Auxiliaries 559 (4.2%) — 5,282.4 (25.6%) 95,300 (16.6%) —

All Manufacturing Sectors 13,277 (100%) 86,774.5 (100%) 20,613.2 (100%) 573,900 (100%) 46,045.3 (100%)

Source: New Jersey Census of Manufacturers, 1992.
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Examination of Exhibit 6 shows that the
number of food manufacturing firms has
clearly been declining in New Jersey.  Between
1967 and 1992, the number of food manufac-
turing establishments dropped by more than
40 percent, reflecting the difficulties encoun-

Exhibit 4: Comparison of New Jersey’s Major Food Industries in 1992.

Payroll Gross Sales
Industry Establishments Employment ($ million) ($ million)

Food Manufacturing 567 33,500 1,023.7 9645.3
(2.5%)   (10.7%) (20.4%) (17.7%)

Food Wholesale 1,939 30,134 1,006.8 26,339.5
(8.7%) (9.6%) (20.1%) (48.2%)

Food Retail 6,364 97,578 1,465.5 13,044.4
(28.6%) (31.1%) (29.2%) (23.9%)

Food Service 13,380 152,192 1,517.6 5,590.8
(60.1%) (48.6%) (30.3%) (10.2%)

Total Food  Industries 22,250 313,404 5,013.6 54,620.0

 Source: New Jersey Census of Manufacturers, 1992; New Jersey Census of Retail Trade, 1992; New Jersey Census of Wholesale Trade,
1992.

tered by food manufacturers operating in the
state.  Similarly, employment in the industry
fell from 60,500 in 1967 to 33,500 in 1992, a
decline of nearly 45 percent.  Despite the 143
percent increase in aggregate annual nomi-
nal payroll earned by employees in the indus-

Figure 1: Average Annual Salaries in New Jersey’s Food Industries in 1992.
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Exhibit 5: Distribution of Establishments, Employment, Payroll, Value of
Shipments, Value Added, and Cost of Materials in New Jersey’s Food
Manufacturing Industry in 1992.

Annual Value of Value Cost of
Establishments Paid Employees Payroll Shipments Added Materials

Sector (number) (number) ($ million)

Food & Kindred 567 33,500 1,023.7 9,645.3 4,515.6 5,135.0
Products

Meat Products 71 4,600 111.1 897.5 248.0 654.4
[13%] [14%] [11%] [9%] [5%] [13%]

(3) (4) (6) (6) (7) (4)

Dairy Products 58 3,400 119.6 1,458.2 418.6 1,034.3
[10%] [10%] [12%] [15%] [9%] [20%]

(5) (6) (4) (3) (5) (1)

Canned and Frozen 55 4,7000 134.7 1,635.3 898.7 734.8
Foods [10%] [14%] [13%] [17%] [20%] [14%]

(6) (5) (3) (2) (2) (3)

Grain Mill Products 18 700 24.2 178.1 67.9 110.9
[3%] [2%] [2%] [2%] [2%] [2%]

(8) (8) (8) (9) (8) (9)

Bakery Products 147 7,300 201.6 1,124.2 715.7 405.0
[26%] [22%] [20%] [12%] [16%] [8%]

(1) (1) (1) (4) (3) (6)

Sugar & Confectionery 40 2,200 81.9 737.2 379.1 354.5
Products [7%] [7%] [8%] [8%] [8%] [5%]

(7) (7) (7) (7) (7) (7)

 Fats and Oils 10 800 21.8 336.6 111.3 227.3
[2%] [2%] [2%] [3%] [2%] [4%]

(9) (9) (9) (8) (9) (8)

Beverages 69 5,100 204.4 2,222.9 1,215.2 1,021.6
[12%] [15%] [20%] [23%] [27%] [19%]

(4) (2) (2) (1) (1) (2)

Miscellaneous Food 99 4,900 124.4 1,055.3 461.1 592.3
& Kindred Products [17%] [15%] [12%] [11%] [10%] [12%]

(2) (3) (5) (5) (4) (5)

Numbers in [brackets] represent percentage of total industry.

Numbers in (parentheses) represent the rank of the sectors.

Source: New Jersey Census of Manufactures, 1992.
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Exhibit 6: Statistics Related to New Jersey’s Food Manufacturing Industry for
1967-1992 (Number of Establishments, Employment, Value of
Shipments, Payroll, and Value Added).

Value of Annual Value
Establishments Employees Shipments Payroll Added

Year (number) (number) ($ million) ($ million) ($million)

1967 948 60,500 3,192.8 421.7 1,256.5

1972 864 53,700 3,849.3 505.5 1,513.0

1977 753 43,200 6,072.5 595.8 1,996.4

1982 621 39,100 8,040.7 792.4 3,266.1

1987 589 36,100 9,030.2 917.4 4,192.7

1992 567 33,500 9,645.3 1,023.7 4,515.6

% Change (1987-1992) -3.74 a -7.20 6.81 b 11.59 b 7.70 b

% Change (1967-1992) -40.19 -44.63 202.10 b 142.76 b 259.38 b

(-27.15) c (-41.46) c (-13.33) c

a Negative percentage changes denote a decline over the time period indicated.

b Percentage changes are in nominal terms.

c Percentage changes in (parentheses) are in real terms after correction for inflation.

Source: New Jersey Census of Manufacturers, various census years.
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try between 1967 and 1992, real wages actu-
ally fell by 41 percent when inflation is fac-
tored in.  Also, the increase in nominal pay-
roll is considerably less than increases in pay-
rolls paid by all other food industries over the
same period.13

Other economic indicators similarly sug-
gest that New Jersey’s food manufacturing
industry is struggling at best.  For instance,
the value of shipments in the industry in-
creased from $3.19 billion in 1967 to $9.65 bil-
lion in 1992, an increase of only 202 percent,
in nominal terms.14  After accounting for in-
flation, the value of shipments actually de-
clined by 27 percent, in real terms, over these
25 years.  The fact that the nominal increase
in value added by New Jersey food manufac-
turers, of 259 percent, was greater than the
industry’s nominal percentage change in
value of shipments, over the 1967 to 1992 pe-

riod, suggests that New Jersey food manu-
facturing firms have become more highly
value added.  In real terms, after accounting
for inflation, value added declined by only
13 percent, over these 25 years, compared
with a 27 percent decline in value of ship-
ments. The cost of raw material inputs used
by the state’s food manufacturers rose by 170
percent, in nominal terms, over the past 25
years (not shown in Exhibit 6), which repre-
sents a significant decrease in real terms.

New Jersey’s manufacturing sector as a
whole experienced declined between 1967
and 1992, as presented in Exhibit 7.  How-
ever, the contraction of the state’s food manu-
facturing industry was  more acute over this
25 year period compared with the manufac-
turing sector as a whole.  While the number
of all manufacturing establishments in New
Jersey fell by 10 percent, the number of food

13 For comparison, annual payroll in New Jersey’s food wholesale, food retail, and food service industries increased, in
nominal terms, by 696,520, and 621 percent, respectively, during the period from 1967 to 1992.

14 For compression, sales in New Jersey’s food wholesale, food retail, and food service industries increased, in nominal
terms, by 716,391, and 510 percent, respectively, during the period from 1967 to 1992.

Exhibit 7: Statistics Related to All New Jersey’s Manufacturing Sectors for 1967-
1992 (Number of Establishments, Employment, Value of Shipments,
Payroll, and Value Added).

Value of Annual Value
Establishments Employees Shipments Payroll Added

Year (number) (number) ($ million) ($ million) ($million)

1967 14,740 881,300 25,761.7 6,325.4 12,738.2

1987 14,442 690,800 82,451.0 18,549.9 42,526.6

1992 13,277 573,900 86,774.5 20,613.2 46,045.3

% Change (1987-1992) -8.07 a -16.92 5.24 b 11.12 b 8.27 b

% Change (1967-1992) -9.93 34.88 236.84 b 225.88 b 261.47 b

a Negative percentage changes denote a decline over the time period indicated.

b Percentage changes are in nominal terms.

Source: New Jersey Census of Manufacturers, various census years.
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manufacturers fell by more than 40 percent,
over these 25 years.  When looking at employ-
ment, the number of paid employees in all
manufacturing business in the state declined
by 35 percent, while it decreased by an even
greater percentage, of 45 percent, in the food
manufacturing sector.  Furthermore, gains in
value of shipments in nominal terms grew at
a greater rate in the manufacturing sector as
a whole (237 percent) than in food manufac-
turing (202 percent), from 1967 to 1992.  This
represents a much more significant decline in
real terms in value of shipments for food
manufacturing over that of all manufactur-
ing in the state.

While food manufacturing declined more
than manufacturing as a whole in New Jer-
sey over the long-term, there is evidence that
this decline has slowed down in the short-
term.  Between 1987 and 1992, the food manu-
facturing sector has performed on par with,
and in terms of some indicators, slightly bet-
ter than the state’s entire manufacturing in-
dustry.  During these 5 years, the number of
food manufacturing establishments fell by
nearly 4 percent while the number of all
manufacturing firms decreased by more than
8 percent.  Similarly in employment, the num-
ber of paid employees shrunk by 7 percent in
food manufacturing while it fell by nearly 17
percent in the whole manufacturing indus-
try.  The nominal percentage growth in value
of shipments over these 5 years was slightly
greater for food manufacturing (6.8 percent)
than for the entire manufacturing sector (5.2
percent).  An accounting of how the food
manufacturing sector performed relative to
the other manufacturing sectors in New Jer-
sey is presented in Exhibit 15 and discussed
in part C of this section.  More detailed ac-
counting of trends in New Jersey’s food
manufacturing industry between 1967 and
1992 is presented in Exhibits 8 through 16.

1. Number of Establishments

The number of establishments manufac-
turing food products declined steadily be-

tween 1967 and 1992 in New Jersey.  This
downward trend was experienced by all sec-
tors of the state’s food manufacturing indus-
try.  Exhibit 8 shows that while the number of
establishments for all food manufacturing de-
clined by more than 40 percent over the pe-
riod, dairy and beverage processing firms
were lost at the fastest rate (54 percent).  Other
sectors losing firms at a rate exceeding the in-
dustry average were canned and frozen food
processors (53 percent) and grain mill proces-
sors (51 percent).  While also experiencing
substantial declines in the number of firms
operating in New Jersey, meat processing,
sugar and confectionery processing, miscel-
laneous food processing, and bakery firms
were lost at relatively lower rates (38, 32, 29,
and 28 percent, respectively).  The lowest rate
of loss between 1967 and 1992 was experi-
enced in the flavors and extracts sector (18
percent), which is a subsector of beverage
processing.

During the recessionary period of 1987 to
1992, the number of establishments in the
food manufacturing industry as a whole con-
tinued in a downward trend (4 percent), how-
ever there was significant variation among the
various subsectors.  Firms processing bakery
products experienced a significant increase in
the number of establishments of nearly 20 per-
cent, during this 5 year period.  The flavors
and extracts sector also added to their num-
ber of establishments, with nearly 4 percent
growth despite the recessionary economic
conditions of this period.  Relatively small de-
clines in establishment numbers were expe-
rienced by beverage processors (1 percent),
meat processors (3 percent), and canned and
frozen food processors (4 percent).  Grain mill
processing firms saw the greatest decline with
a loss of 28 percent in number of establish-
ments, followed by processors of fats and oils,
dairy products, miscellaneous food products,
and sugar and confectionery products, which
lost 17, 15, 14, and 13 percent, respectively.

In general, New Jersey food manufactur-
ing firms tend to be larger than counterparts
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Exhibit 8: Number of Establishments in New Jersey’s Food Manufacturing
Industry, 1967-1992.

%Change %Change
Industry Sector 1967 1987 1992 (1987-92) (1967-92)

Food and Kindred Products 948 589 567 -3.74 -40.19

Meat Products 114 73 71 -2.74 -37.72

Dairy Products 127 68 58 -14.71 -54.33

Canned and Frozen Foods 117 57 55 -3.51 -52.99

Grain Mill Products 37 25 18 -28.00 -51.35

Bakery Products 204 123 147 19.51 -27.94

Sugar and Confectionery Products 59 46 40 -13.04 -32.20

 Fats and Oils N/A 12 10 -16.67 N/A

Beverages 149 70 69 -1.43 -53.69

         Flavors and Extracts 33 26 27 3.85 -18.18

Miscellaneous Food and
Kindred Products 140 115 99 -13.91 -29.29

Source: New Jersey Census of Manufacturers, various census years.

in the Northeast region, but smaller than their
national counterparts in terms of sales vol-
ume.  The average food processing establish-
ment in New Jersey generated $17.0 million
in value of shipments in 1992, compared with
$13.4 million in the Northeast, and $19.4 mil-
lion in the United States.  In fact, New Jersey
has both very large processors and very small
specialty processors, with significant num-
bers of firms at both ends of the spectrum.

2. Employment

As seen through the comparison of New
Jersey’s 1967 and 1992 food manufacturing
employment figures, the number of jobs in
the industry declined by nearly 45 percent
over these 25 years.  Exhibit 9 shows that dur-
ing this long-run time period, all components
of the industry experienced declines in hired
workers.  Firms engaged in processing canned
and frozen foods, beverages, miscellaneous

foods, grain mill products, and bakery prod-
ucts experienced particularly high rates of de-
cline in employment (54, 54, 53, 46, and 46
percent, respectively).  Conversely, while also
employing fewer workers in 1992 than in
1967, firms engaged in processing meat and
dairy products lost proportionately fewer
workers (6 and 28 percent, respectively) over
the 25-year period than New Jersey’s overall
food manufacturing industry.

 Examination of Exhibit 10 shows that the
composition of the state’s food processing
workforce has shifted slightly toward produc-
tion workers since 1967.  While the industry
workforce comprised 69.9 percent production
workers and 30.1 percent nonproduction
workers in 1967, in 1992, the total industry
workforce consisted of 71.6 percent produc-
tion workers and 87.4 percent nonproduction
workers.  This slight structural shift over these
25 years reflects the sharper decline in non-
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Exhibit 9: Employment in New Jersey’s Food Manufacturing Industry,
1967-1992.

%Change %Change
Industry Sector 1967 1987 1992 (1987-92) (1967-92)

Food and Kindred Products 60,500 36,100 33,500 -7.20 -44.63

Meat Products 4,900 4,100 4,600 12.20 -6.12

Dairy Products 4,700 3,100 3,400 9.68 -27.66

Canned and Frozen Foods 10,400 6,300 4,700 -25.40 -54.81

Grain Mill Products 1,300 N/A 700 N/A -46.15

Bakery Products 13,500 8,200 7,300 -10.98 -45.93

Sugar and Confectionery Products N/A 2,600 2,200 -15.38 N/A

Fats and Oils N/A N/A 800 N/A N/A

Beverages 11,000 4,000 5,100 27.50 -53.64

Miscellaneous Food and
Kindred Products 10,500 6,000 4,900 -18.33 -53.33

Source: New Jersey Census of Manufacturers, various census years.

production workers (48 percent) relative to the
decline in production workers (43 percent).

More recently, the rate of employment loss
in the state’s food manufacturing industry has
slowed slightly.  Between 1987 and 1992, the
industry’s workforce declined by 7 percent.
In fact, Exhibit 9 shows growth in the bever-
age, meat, and dairy processing sectors, which
respectively, employed 28, 12, and 10 percent
more workers in 1992 than in 1987.  Much of
the growth in employment in the beverage
sector may be attributable to expansion in the
flavors and extracts subsector, even though
detailed employment figures are not available
for New Jersey.  On the other hand, proces-
sors of miscellaneous food items, sugar and
confectionery products, and bakery products
continued to experience declines in employ-
ment of 18, 15, and 11 percent, respectively.
Canned and frozen food processors experi-
enced a sharp decrease of 25 percent in em-
ployment between 1987 and 1992.

Job quality in the food manufacturing sec-
tor may be evaluated on the basis of worker
productivity.  Worker productivity can be
measured in terms of sales per dollar of pay-
roll and the value of output (shipments) gen-
erated per worker.  As shown in Exhibit 11,
the average value of shipments per dollar of
payroll was lower than the national average,
but slightly higher than the Northeast aver-
age.  This relationship was consistent over the
1967 to 1992 time period.  In 1992,  every dol-
lar paid to a New Jersey food processing em-
ployee generated $9.40 in shipments (gross
sales), compared to $9.20 in the Northeast and
$11.00 in the nation.  Productivity measured
on the basis of sales per employee, however,
shows that workers in New Jersey’s food
manufacturing industry have typically been
more productive than their national and re-
gional counterparts.  In 1992, the average food
manufacturing worker in the New Jersey gen-
erated $287,919 in shipments, compared to
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Exhibit 10: Production Worker and Nonproduction Worker Contributions to Total
Employment and Payroll in New Jersey’s Food Manufacturing
Industry, 1967-1992.

Production Non production Total
Production Nonproduction Total Worker Wages Worker Wages Payroll

Year Workers Workers Employment ($ million)

1967 42,300 18,200 60,500 264.2 157.5 421.7
(69.9%) (30.1%) (62.7%) (37.3%)

1972 38,300 15,400 53,700 324.8 180.7 505.5
(71.3%) (28.7%) (64.3%) (35.7%)

1977 30,800 12,400 43,200 380.1 215.7 595.8
(71.3%) (28.7%) (63.8%) (36.2%)

1982 28,000 11,100 39,100 514.8 277.6 792.4
(71.6%) (28.4%) (65.0%) (35.0%)

1987 25,900 10,200 36,100 584.2 333.2 917.4
(71.7%) (28.3%) (63.7%) (36.3%)

1992 24,000 9,500 33,500 632.8 390.9 1,023.7
(71.6%) (28.4%) (61.8%) (38.2%)

Source: New Jersey Census of Manufacturers, various census years.

Exhibit 11: Productivity of Food Manufacturing Workers in New Jersey, the
Northeast, and the United States, 1967-1992.

Value of Shipments
per Dollar of Payroll 1967 1972 1977 1982 1987 1992

New Jersey 7.6 7.6 10.1 10.2 9.9 9.4

Northeast 6.9 7.2 8.9 9.3 9.4 9.2

United States 8.3 8.9 10.4 10.8 11.0 11.0

Value of Shipments
per Employee ($) 1967 1972 1977 1982 1987 1992

New Jersey 52,777 71,676 140,588 205,652 250,139 287,919

Northeast 43,870 62,285 111,838 168,612 212,705 255,346

United States 50,836 73,314 126,916 188,566 227,585 268,365

Source: New Jersey Census of Manufacturers, various census years.
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Exhibit 12: Annual Payroll Issued by New Jersey’s Food Manufacturing Industry,
1967-1992 (in $ million).

%Change %Change
Industry Sector 1967 1987 1992 (1987-92) (1967-92)

Food and Kindred Products 421.7 917.4 1,023.7 11.59 142.76

Meat Products 34.6 84.3 111.1 31.79 221.10

Dairy Products 32.5 84.5 119.6 41.54 268.00

Canned and Frozen Foods 60.4 157.5 134.7 -14.48 123.01

Grain Mill Products 9.8 N/A 24.2 N/A 146.94

Bakery Products 84.4 197.2 201.6 2.23 138.86

Sugar and Confectionery Products N/A 75.0 81.9 9.20 N/A

Fats and Oils N/A N/A 21.8 N/A N/A

Beverages 91.9 127.5 204.4 60.31 122.42

Miscellaneous Foods and
Kindred Products 81.3 145.5 124.4 -14.50 53.01

Source: New Jersey Census of Manufacturers, various census years.

$255,346 in the Northeast, and $268,365 in the
nation.

3. Payroll

Examination of long-term trends shows
that the aggregate annual payroll for New
Jersey’s food manufacturing industry in-
creased by 142 percent between 1967 and
1992, as shown in Exhibit 12.  Firms involved
with processing dairy, meat, and grain mill
products exceeded the 142 percent rate, as the
payrolls of these sectors increased by 268, 221,
and 147 percent, respectively.  The payrolls
of firms processing bakery products, canned
or frozen goods, beverages, and miscella-
neous food items all expanded at rates below
the industry average over this long-run pe-
riod.

Exhibit 12 shows that more recently (be-
tween 1987 and 1992), the annual payroll of
New Jersey’s food manufacturing industry
increased by nearly 12 percent.  However, a

sectoral analysis reveals significant disparity
in the performance of the industry’s differ-
ent components.  Significant growth in an-
nual payroll was experienced by beverage
processing firms (60 percent) during this five
year period.  This reflects growth of flavors,
extracts, and ingredient manufacturers.  The
payrolls of processing firms specializing in
dairy and meat products increased by 42 and
33 percent, respectively. More moderate pay-
roll growth was seen in sugar and confection-
ery (9 percent) and bakery (2 percent) sectors.
In contrast, declines in annual payroll were
experienced between 1987 and 1992 by firms
engaged in the processing of canned and fro-
zen foods (14 percent) and miscellaneous food
items (15 percent).

Overall, employees in New Jersey’s food
manufacturing industry earned higher an-
nual salaries than their counterparts else-
where.  In 1992, the average food manufac-
turing employee in New Jersey earned
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Exhibit 13: Value of Shipments Generated by New Jersey’s Food Manufacturing
Industry, 1967-1992 (in $ million).

%Change %Change
Industry Sector 1967 1987 1992 (1987-92) (1967-92)

Food and Kindred Products 3,192.8 9,030.2 9,645.3 6.81 202.10

Meat Products 391.4 742.7 897.5 20.84 129.31

Dairy Products 254.5 1,062.8 1,458.2 37.20 472.97

Canned and Frozen Foods 403.0 1,606.6 1,635.3 1.79 305.78

Grain Mill Products 91.7 N/A 178.1 N/A 94.22

Bakery Products 381.5 1,018.4 1,124.2 10.39 194.68

Sugar and Confectionery Products N/A 881.3 737.2 -16.35 N/A

Fats and Oils N/A N/A 336.6 N/A N/A

Beverages 544.1 1,615.8 2,222.9 37.57 308.55

Miscellaneous Foods and
Kindred Products 965.5 1,600.2 1,055.3 -34.05 9.30

Source: New Jersey Census of Manufacturers, various census years.

$30,558.  In contrast, the respective United
States salary was substantially lower at
$24,438 and the respective salary in the North-
east was $27,649.

4. Value of Shipments

Exhibit 13 shows that relative to 1967, all
sectors of food manufacturing in the state ex-
perienced some growth in sales by 1992.  On
average, the value of shipments produced an-
nually by the industry increased by nearly 202
percent over the long-term period from 1967
and 1992.  A sectoral analysis shows that
above average growth in sales was experi-
enced by dairy processors (473 percent), bev-
erage processors (309 percent), and canned
and frozen food processors (306 percent).
Conversely, growth in the value of shipments
was below the industry average for firms en-
gaged in the processing of bakery (195 per-
cent), meat (129 percent), grain mill (94 per-
cent), and miscellaneous food products (9
percent).

More recently, the value of shipments by
New Jersey’s food manufacturing industry
increased nearly 7 percent between 1987 and
1992.  Exhibit 13 shows that the largest in-
creases in annual shipment value were expe-
rienced in firms engaged in processing bev-
erages (38 percent), dairy products (37 per-
cent), meat products (21 percent), and bakery
products (10 percent).  On the other hand, the
value of canned and frozen foods processed
in the state grew by only 2 percent during the
period.  The value of shipments of manufac-
tured products in the miscellaneous foods and
in the sugar and confectionery sectors actu-
ally declined by 34 and 16 percent, respec-
tively.

5. Value Added

As illustrated in Exhibit 14, the level of
value added by New Jersey food manufac-
turers increased nearly 259 percent between
1967 and 1992. The sectors involved with pro-
cessing canned and frozen foods, dairy prod-
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Exhibit 14: Value Added by New Jersey’s Food Manufacturing Industry, 1967-
1992 (in $ million).

%Change %Change
Industry Sector 1967 1987 1992 (1987-92) (1967-92)

Food and Kindred Products 1,256.5 4,192.7 4,515.6 7.70 259.38

Meat Products 70.2 204.9 248.0 21.03 253.28

Dairy Products 75.1 287.8 418.6 45.45 457.39

Canned and Frozen Foods 158.9 842.8 898.7 6.63 465.58

Grain Mill Products 25.1 N/A 67.9 N/A 170.52

Bakery Products 211.4 691.2 715.7 3.54 238.55

Sugar and Confectionery Products N/A 378.6 379.1 0.13 N/A

Fats and Oils N/A N/A 111.3 N/A N/A

Beverages 285.1 872.6 1,215.2 39.26 326.24

Miscellaneous Foods and
Kindred Products 358.6 701.5 461.1 -34.27 28.58

Source: New Jersey Census of Manufacturers, various census years.

ucts, and beverages have become more inten-
sively value added when compared to the in-
dustry as a whole, with growths in value
added of 466, 457, and 326 percent, respec-
tively.  Conversely, while processors of meat
products, bakery products, and grain prod-
ucts experience growth in value added, they
failed to keep pace with the increase experi-
enced by the overall industry during this 25
year period.  Similarly, over the long run,
firms engaged in processing miscellaneous
food items have significantly lagged behind
the rest of the industry in terms of value
added with only 29 percent growth in value
added over these 25 years.

Exhibit 14 also shows that more recently,
the level of value added by New Jersey’s food
manufacturing industry increased by nearly
8 percent between 1987 and 1992.  Significant
growth in value added beyond the industry
average was experienced by processors of
dairy products (46 percent), beverages (39

percent), and meat products (21 percent).  The
sectors of processed canned and frozen foods,
bakery products, and sugar and confection-
ery products grew in value added, but at rates
below that of the industry average. In con-
trast, the value added by firms processing
miscellaneous food items declined by 34 per-
cent in the years from 1987 to 1992.

C. Comparison of Food
Manufacturing to Other
Manufacturing Sectors in New
Jersey: Short- and Long-Term

It is important to recognize that manufac-
turing has been declining on a whole in New
Jersey as well as the nation.  The picture
would not be complete if we did not compare
food manufacturing to other manufacturing
sectors in New Jersey.  It is important to con-
duct this comparison since recent trends from
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1987 to 1992 seem to suggest that while food
manufacturing fared worse than all manufac-
turing between 1967 and 1992, it has fared
better than manufacturing as a whole over the
shorter run.  In short, food manufacturing has
declined less than numerous other sectors
over the near term.  Exhibit 15 presents a com-
parison of the food manufacturing sector’s
performance with the other manufacturing
sectors in New Jersey, over the long- and
short-term.

One of the reasons that food manufactur-
ing appears to have grown much slower (or
declined to a greater degree) in the long-term
relative to the entire manufacturing industry
is because a few sectors grew at rates much
greater than the industry as a whole, as shown
in Exhibit 15.  While the value of all manu-
facturing shipments grew by 237 percent, in
nominal terms, between 1967 and 1992, sev-
eral sectors grew at significantly greater rates
including instruments (1,078 percent), print-
ing and publishing (722 percent), rubber and
plastics (437 percent), chemicals (391 percent),
and petroleum (332 percent).  Other sectors
with above average shipments growth over
the long-term were lumber (279 percent), fur-
niture and fixtures (258 percent), paper (246
percent), and miscellaneous manufacturing
(243 percent).  Of the 20 different manufac-
turing sectors, food manufacturing ranked
tenth in value of shipments growth over the
long-term.  Shipments in food manufactur-
ing grew at a greater nominal rate (202 per-
cent) than such sectors as apparel (180 per-
cent), fabricated metal (170 percent), indus-
trial machinery (158 percent), and stone, clay,
and glass products (133 percent).  The sectors
that grew the least during this 25-year period
were textiles (69 percent), primary metals (68
percent), electronics (59 percent), and trans-
portation equipment (7 percent).

In terms of long-term value added
growth, food manufacturing ranked sixth (259
percent), behind instruments (1,069 percent),
printing and publishing (829 percent), chemi-
cals (450 percent), rubber and plastics (399

percent), and furniture (289 percent).  In terms
of the long-term change in employment, food
manufacturing ranked in the middle of the
sectors with a decline of 45 percent.  This was
behind instruments (107 percent growth),
rubber and plastics (4 percent decline), lum-
ber (23 percent decline), furniture (28 percent
decline), chemicals (29 percent decline), pa-
per (33 percent decline), and petroleum (33
percent decline).  However, employment in
food manufacturing fell less than other sec-
tors including electronics (74 percent decline),
transportation (73 percent decline), primary
metals (67 percent decline), and textiles (57
percent decline), to name a few.

As mentioned above, the rate of decline
in food manufacturing in New Jersey slowed
over the short-term.  Between 1987 and 1992,
food manufacturing fared better than the
manufacturing industry as a whole.  Of all
manufacturing sectors, food manufacturing
ranked third in employment change, fifth in
value of shipments growth, and fifth in value
added growth.  In terms of nominal value of
shipments over the short run, food manufac-
turing grew by 7 percent which was greater
than such sectors as paper (5 percent), apparel
(4 percent), instruments (3 percent), furniture
(21 percent decline), and lumber (36 percent
decline), to list a few.  However, growth in
the value of shipments in food manufactur-
ing was less than the growth experienced in
petroleum (26 percent), printing (25 percent),
chemicals (19 percent), and rubber and plas-
tics (14 percent).  Growth in value added be-
tween 1987 and 1992 was nearly 8 percent in
food manufacturing, behind printing (35 per-
cent), chemicals (24 percent), rubber and plas-
tics (18 percent), and petroleum (9 percent).

The rate of decline in food manufactur-
ing employment also slowed over the short-
term.  Food manufacturing employment fell
by 7 percent, between 1987 and 1992.  This
was the smallest decline of all manufactur-
ing sectors except for petroleum, which grew
by 7 percent.  The contraction in food manu-
facturing employment over these 5 years was
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Exhibit 15: Percentage Change in Employment, Value of Shipments, and Value
Added in New Jersey’s Manufacturing Industry by Sector, 1967-1992.

Employment Value of Shipments Value Added
(% change) (% change) (% change)

Manufacturing Sector 1987-92 1967-92 1987-92 1967-92 1987-92 1967-92

Food and Kindred Products -7.20 [3] -44.63 [12] 6.81 [5] 202.10 [10] 7.70 [5] 259.38 [6]

Tobacco N/A N/A N/A N/A N/A N/A

Textile Mill Products N/A -57.30 [16] N/A 69.04 [15] N/A N/A

Apparel and Other -18.18 [8] -52.50 [14] 3.77 [7] 180.21 [11] 7.23 [6] 154.02 [12]
Textile Products

Lumber and Wood -43.75 [18] -23.40 [4] -35.79 [16] 278.95 [6] -33.60 [17] 250.31 [7]
Products

Furniture and Fixtures -39.83 [17] -27.55 [5] -20.50 [15] 258.45 [7] -24.56 [16] 288.64 [5]

Paper and Allied Products -13.31 [7] -33.23 [7] 4.59 [6] 245.86 [8] 2.53 [7] 243.78 [9]

Printing and Publishing -9.35 [4] -40.20 [10] 24.81 [2] 722.26 [2] 34.56 [1] 828.84 [2]

Chemicals and Allied Products -10.29 [6] -28.82 [6] 19.48 [3] 391.78 [4] 23.85 [2] 449.66 [3]

Petroleum and Coal Products 7.32 [1]  -33.33 [8] 25.54 [1] 332.72 [5] 9.26 [4] 172.24 [10]

Rubber and Miscellaneous -9.70 [5] -4.12 [3] 14.25 [4] 437.41 [3] 17.87 [3] 399.46 [4]
Plastics Products

Leather and Leather Products -35.71 [16] -84.87 [20] N/A N/A N/A N/A

Stone, Clay, and Glass Products -24.55 [12] -55.26 [15] -18.34 [14] 133.02 [14] -18.55 [15] 132.03 [13]

Primary Metal Industries -31.11 [14] -67.02 [17] 1.34 [9] 68.46 [16] 0.41 [8] 87.92 [15]

Fabricated Metal Products -20.76 [11] -41.29 [11] -7.30 [11] 169.72 [12] -3.10 [9] 157.35 [11]

Industrial Machinery -26.25 [13] -47.65 [13] -.037 [10] 157.61 [13] -5.18 [11] 126.31 [14]
and Equipment

Electronic and Other Electric -34.25 [15] -74.27 [19] -11.20 [13] 58.65 [17] -11.29 [13] 46.23 [16]
 Equipment

Transportation Equipment -46.63 [19] -73.23 [18] -48.62 [17] 7.38 [18] -16.21 [14] 20.76 [17]

Instruments and Related (20.4) [10] 106.91 [1] 2.90 [8] 1,078.35 [1] -5.72 [12] 1,069.40 [1]
Products

Miscellaneous Manufacturing -19.07 [9] -39.62 [9] -8.34 [12] 243.66 [9] -4.06 [10] 245.71 [8]
Industries

Auxiliaries -4.41 [2] 50.32 [2] — — — —

All Manufacturing Sectors -16.92 -34.88 5.24 236.84 8.27 261.47

Numbers in [brackets] represent the rank of the sectors.

Source: New Jersey Census of Manufacturers, various census years.
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less than all other sectors including printing
(9 percent decline), rubber and plastics (10
percent decline), chemicals (10 percent de-
cline), paper (13 percent decline), furniture (40
percent decline), and lumber (44 percent de-
cline), to single out a few.

Some have attributed this over all slow
down in the decline of food manufacturing
vis-a-vis other manufacturing sectors to at-
tempts by the state in recent years to offset
disadvantages of operating in New Jersey.
Such supportive state-level activities have
included economic development assistance,
regulatory reform, and investments in science
and technology development.

D. New Jersey’s Contribution to
the Regional and National Food
Manufacturing Industry

The relative importance of New Jersey’s
food manufacturing industry and its competi-
tiveness can be examined by comparing the
state’s contribution to both regional and na-
tional population with its contribution to re-
gional and national food manufacturing in-
dustry shipments, employment, payroll, es-
tablishments, and value added.  If the state’s
share of national food manufacturing employ-
ment, for instance, exceeds it’s share of na-
tional population, then New Jersey is over-
represented in the area of food manufactur-
ing vis-a-vis other states.  Similarly, if trends
in the state’s share of population diverge from
trends in the state’s food manufacturing in-
dicators (employment, value added, etc.),
changes in the state’s competitiveness may
be indicated.  Exhibit 16 summarizes the
trends between 1967 and 1992 in New Jersey’s
contribution to regional and national popu-
lation, as well as the state’s prominence in the
regional and national food manufacturing
industries.

1. Relative to the United States

Exhibit 16 clearly shows that New Jersey’s

share of the national population has been
declining steadily since 1967.  New Jersey’s
food manufacturing sales activity was dispro-
portionately high relative to its population in
1967, suggesting a healthy and viable indus-
try.  Since 1967, however, New Jersey’s shares
of national food manufacturing employment,
value of shipments, and payroll have been
steadily declining. By the early 1970s, from
the national perspective, food processing ac-
tivity in the state fell to a level more consis-
tent with its contribution to the national popu-
lation.  The decline in the state’s industry con-
tinued during the 1980s to the extent that, in
1992, New Jersey held a disproportionately
low share of the national food manufactur-
ing industry given the state’s population.  The
number of food manufacturing firms located
in New Jersey has historically been low rela-
tive to the state’s share of national popula-
tion.  While there has been some fluctuation
since 1967 in the percentage of the nation’s
food processing firms located in New Jersey,
the trend over time has been toward fewer
firms in the state.

On average, New Jersey firms engaged in
food manufacturing tend to be smaller than
their counterparts in the nation as a whole.
In 1992, the average food manufacturing firm
in New Jersey employed 18 percent fewer
workers relative to the national average (an
average of 59 workers per firm in New Jersey
compared with an average of 72 workers per
firm nationally).  The average food manufac-
turing firm in the state also generated more
than 12 percent fewer sales relative to the
national average (an average of $17.011 mil-
lion in sales per firm in New Jersey compared
with an average of $19.423 million in sales per
firm in the nation), in 1992.  However, when
looking at value added, New Jersey food
manufacturing firms generated more value
added relative to their sales compared with
firms in the nation as a whole (value added
per value of shipments is 47 percent in New
Jersey and 39 percent in the nation).  This in-
dicates that while New Jersey firms may be
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smaller in many respects, their products are
more highly and intensively manufactured,
as reflected in their greater valued added per-
centage, compared with firms in the nation.

The decline, over time, in the share of the
national industry located in New Jersey sug-
gests a significant erosion of the comparative

advantage held by food manufacturing firms
operating in the state.  Only some of this de-
cline may be attributed to the relative shift in
demand elicited by changing demographic
patterns (e.g., population shifts).  The pres-
ence of major obstacles to the economic
growth and viability of food manufacturing
firms in the state is also indicated.

Exhibit 16: New Jersey’s Contribution to the Regional and National Food
Manufacturing Industry and Population, 1967-1992.

New Jersey’s
Contribution % Change % Change
(in % terms) to: 1967 1972 1977 1982 1987 1992 (1987-92) (1967-92)

United States Population 3.54 3.53 3.39 3.20 3.15 3.07 -2.54 -13.28

U.S. Food Manufacturing
Establishments 2.92 3.07 2.82 2.81 2.86 2.73 -4.50 -6.51

U.S. Food Manufacturing
Employment 3.68 3.42 2.84 2.63 2.49 2.23 -10.44 -39.40

U.S. Food Manufacturing

Value of Shipments 3.80 3.35 3.15 2.87 2.74 2.39 -12.77 -37.11

U.S. Food Manufacturing
Payroll 4.19 3.92 3.21 3.04 3.03 2.78 -8.25 -33.65

U.S. Food Manufacturing

Value Added 4.72 4.25 3.56 3.69 3.45 2.88 -16.52 -38.98

Northeast Population 14.50 14.78 14.87 15.06 15.26 15.30 0.26 5.52

N.E. Food Manufacturing
Establishments 12.35 13.69 13.32 13.89 14.19 13.96 -1.60 13.04

N.E. Food Manufacturing
Employment 17.08 17.31 16.24 16.12 15.71 15.78 0.40 -7.61

N.E. Food Manufacturing

Value of Shipments 20.54 19.92 20.41 19.67 18.47 17.78 -3.74 -13.44

N.E. Food Manufacturing
Payroll 18.84 18.96 17.76 18.11 17.67 17.44 -1.30 -7.43

N.E. Food Manufacturing
Value Added 21.36 20.99 19.60 21.27 20.34 19.01 -6.54 -11.00

Source: New Jersey Census of Manufacturers, various census years.
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2. Relative to the Northeast

Despite declines in the state’s shares of
regional food manufacturing employment,
value of shipments, payroll, and value added
since 1967, New Jersey still retained a high
proportion of the Northeast’s food manufac-
turing activity in 1992, relative to the state’s
share of northeastern population.  Histori-
cally, New Jersey has been a leading state in
the Northeast in terms of food manufactur-
ing activity.  However, based on current
trends, it appears that  the state’s attractive-
ness to food manufacturers, vis-a-vis other
states in the region, is decreasing.  Between
1967 and 1992, New Jersey’s share of the re-
gional  industry fluctuated considerably.  Yet,
the net result has been a decline in New
Jersey’s shares of northeastern food manufac-
turing employment, value of shipments, pay-
roll, and value added.  During this 25 year
period, while the percentage share of New
Jersey’s value of shipments from food manu-
facturing in the region declined by more than
13 percent, the state’s share of regional food
manufacturing establishments actually in-
creased by 13 percent.  It should be noted that
while the actual number of food manufactur-
ing firms in New Jersey declined by 40 per-
cent between 1967 and 1992 (see Exhibit 7),
other states in the region experienced even
greater declines in the number of food manu-
facturing firms over this period.  Taken in
combination, these factors point to the fact
that New Jersey’s food processing firms,
while on average are larger than firms the
Northeast, have been shrinking in size, rela-
tive to their counterparts in the region, over
time.

In 1992, the average food manufacturing
firm in New Jersey employed 59 workers and
generated more than $17 million in ship-
ments.  In comparison, the average food
manufacturing firm in the Northeast em-
ployed 52 workers and generated $13.4 mil-
lion in shipments.   This comparison reveals
that the average New Jersey food manufac-
turing firm employed 13 percent more work-

ers, and generated 27 percent more in ship-
ments than firms in the Northeast, in 1992.
Furthermore, New Jersey food manufactur-
ing firms generated more value added rela-
tive to their sales compared with firms in the
region as a whole (value added per value of
shipments is 47 percent in New Jersey and 44
percent in the Northeast) in 1992.  This indi-
cates that New Jersey products are more
highly and intensively manufactured, as re-
flected in their greater valued added percent-
age, compared with firms in the region.

In recent years, similar declines have been
experienced by the state’s food manufactur-
ing industry relative to other states in the
Northeast.  Between 1987 and 1992, New
Jersey’s share of Northeast food manufactur-
ing establishments fell by nearly 2 percent
along with decreases in shares of other eco-
nomic indicators.  New Jersey’s share of
Northeast food manufacturing value of ship-
ments fell by 4 percent, value added fell by 7
percent, and payroll declined by 4 percent,
while employment was held virtually con-
stant with incremental growth of 0.4 percent.

Consistent with the trend at the national
level, it appears New Jersey is losing its com-
parative advantage in food manufacturing at
the regional level as well.  Despite a state
population that is growing relative to the re-
gion, New Jersey is losing ground in food
manufacturing to other states in the North-
east as the state’s percentage shares of sales,
employment, and value added continue to de-
cline.  This again reflects the existence of bar-
riers to economic development and industry
viability that are faced by food manufactur-
ers operating in New Jersey.  These barriers
may not be faced by firms doing business
other northeastern states.

In summary, while New Jersey’s food
manufacturing industry has experienced sig-
nificant declines over the long and short run,
in establishments and employment, the state
has also seen an erosion in its position in food
manufacturing both nationally and regionally.
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These trends may indicate that operating con-
ditions faced by firms manufacturing food
products in New Jersey are more stringent
and restrictive to business growth and viabil-
ity than conditions prevailing in other states
in the region and the nation as a whole.  Fig-

Figure 3: New Jersey’s Shares of Regional and National Food Manufacturing
Value of Shipments.

Source: New Jersey Census of Manufacturing, various census years.
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ure 3 illustrates New Jersey’s declining shares
of both United States and Northeast food
manufacturing industry activity in terms of
the value of shipments as compared with the
state’s share of national and regional popula-
tion.
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III. The Need for Public Policy Initiatives to
Improve the Business Climate

A. Attractiveness of New Jersey
for Food Manufacturing

Numerous factors, including the histori-
cal significance of the state’s food manufac-
turing industry, highlight the attractiveness
of New Jersey for food processing activities.
New Jersey is located amid an extremely large
consumer market and close to the two major
financial and commercial urban centers of
New York and Philadelphia.  New Jersey’s po-
sition in this highly metropolitan corridor
guarantees food manufacturers access to the
state’s $18.6 billion food retail industry con-
sisting of a wide variety and number of su-
permarkets, groceries, restaurants, and other
places where food is purchased by consum-
ers.  In addition, the population in New Jer-
sey and neighboring states is comprised of
affluent consumers who spend significant
proportions of their income on food.  Further-
more, this great amount of food retail activ-
ity guarantees the presence of substantial food
wholesaling and brokerage opportunities for
moving processed food products into retail
outlets.

New Jersey’s coastal location provides
opportunities for exporting processed foods,
flavors, extracts, and ingredients and for im-
porting raw ingredients through several ma-
jor Northeastern ports.  The state’s $800 mil-
lion agricultural industry, along with proxim-
ity to significant agricultural production in
such neighboring states as New York, Penn-

sylvania, and Delaware, and the $96.3 million
commercial fisheries industry in the state
similarly assist in providing food processors
with their requirements for raw materials
while some what reducing transportation
costs.  With regard to the dairy industry, New
Jersey has one of the largest dairy processing
capacities in the United States providing
ample opportunities for the manufacturing of
dairy-based products.

New Jersey’s well educated labor force is
also an attractive feature to food processors.
New Jersey is known nationally as a center
for research and development in food process-
ing, with a great proportion of companies
having located their food science research fa-
cilities in the state.  Especially attractive to
flavor and extract manufacturers, is the abun-
dance of workers with highly technical skills
in chemistry and expertise in food science.
The unique features of this labor force have
aided in developing New Jersey as a national
center for the flavors and extracts industry.

One of the most important infrastructures
in New Jersey, that the state has assisted Rut-
gers University in developing to support the
food manufacturing industry, is the Center for
Advance Food Technology (CAFT) and its
Food Manufacturing Technology (FMT) facil-
ity.  This center has been an integrated part of
research, technology development, and out-
reach programs in the state.  Given the fact
that New Jersey’s business-regulatory cli-
mates are considered to be one of the most
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taxing nationwide, access to research and
technology development serve to offset the
other disadvantages associated with doing
business in the state.  Two current technologi-
cal problems facing the food manufacturing
industry are the need for extended shelf life
of refrigerated fresh foods and improved leak
detection in packaging to avoid spoilage and
the loss of flavor and texture.  By providing
industry with assistance in addressing such
technical problems, through in house exper-
tise and a network of affiliated consultants,
CAFT and its FMT facility can provide New
Jersey food manufacturing firms with a sig-
nificant competitive advantage over compa-
nies in other states.  The FMT facility can fur-
ther assist New Jersey food manufacturing
firms in developing new products,  provid-
ing manufacturing startup assistance with
minimal capital investment, solving short-run
technical problems, and more fully utilizing
their capacity.  An example of an industry in
the state that has benefitted from CAFT’s in-
novations is the highly technologically-based
flavors and extracts industry.

One of the fastest growing aspects of food
manufacturing in the nation is nutraceutical
products.  Nutraceuticals are foods or food
components that offer medical and health
benefits including the prevention and treat-
ment of disease.  Products in this emerging
category range from isolated nutrients, di-
etary supplements, functional foods, health
foods, herbal products, other enhanced pro-
cessed foods, teas, and fitness beverages.
New Jersey is well positioned to be a leader
in this growth area of nutraceuticals and me-
dicinal foods.  The state already has a well-
developed, major pharmaceutical industry
coupled with a highly-skilled, technical work
force with expertise in food science and bio-
technology.

An improved business climate with pub-
lic policies geared towards economic devel-
opment may  offer opportunities for New
Jersey’s farmers to branch out into process-

ing with small scale facilities to provide value
added, income opportunities.  Encourage-
ment of these types of processors has been
identified by the FARMS Commission Report
(Decter, Adelaja, and Meagher, 1994) as a way
of enhancing the long-term viability of agri-
culture in the state.  New opportunities in
food processing, using local commodities,
that build on New Jersey’s strengths in agri-
culture, can bolster both the farming and food
manufacturing sectors of the state’s economy
and provide attractive opportunities for
growth.

Yet another rapidly growing sector of the
food manufacturing industry is the process-
ing of foods by restaurants and other food
service establishments.  The expansion of
food processing activities is attractive to food
service owners in the state given New Jersey’s
large number of high-income consumers and
extensive network of food service establish-
ments.  This emerging sector also relies on the
currently existing food service infrastructure
in the state and will provide additional
growth for the food manufacturing industry
given proper development policies.

Even though food processing has been
declining, New Jersey can capitalize on those
areas where the state already has advantages
and strengths.   New Jersey offers the food
manufacturing industry a comparative ad-
vantage in such areas as innovative and bet-
ter technology development, assistance in
solving short-run technical problems, state of
the art research in nutraceuticals and flavors
and extracts, and assistance in the develop-
ment of new value added processing pro-
vided by CAFT and its FMT facility.  These
areas can provide the essential elements that
will contribute to the growth and expansion
of the food manufacturing industry in the
state as it replaces other declining sectors.
Favorable economic development policies
and state support can further bolster the at-
tractiveness for, and subsequent success of,
food manufacturing in the New Jersey.
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B. Importance of Supporting the
Industry

The food manufacturing industry pre-
sents numerous opportunities as a venue for
economic development.  As manufacturing
jobs have declined, and the economy has
shifted toward services.  The state needs to
develop strategies to maintain at least some
of its manufacturing base.  Service jobs often
require minimal capital assets and invest-
ments relative to manufacturing.  Conse-
quently, many services are easily relocated to
other states and areas of the country and are
more vulnerable to policy, economic, trans-
portation, fiscal, and population changes.  As
discussed above, manufacturing firms, on the
other hand, require large fixed capital com-
mitments which makes them relatively more
difficult to move and relocate.  As a result,
manufacturing businesses can provide a more
secure and stable employment base.  It is per-
haps easier to keep existing manufacturing
firms in New Jersey than to attract new ones.

The quality of an industry must be a criti-
cal factor in the choice of industries to target
for economic development.  As indicated
above, food manufacturing supports high-
paying jobs for which average incomes are
higher than in the service sector.  Policies in
support of the food manufacturing industry
are, therefore, good mechanisms for securing
a quality job base for the state.  Food process-
ing is also less environmentally threatening
than many other types of manufacturing,
such as chemicals, petroleum, and metals, due
to the relatively nonhazardous nature of many
food products and food wastes.  Since all
people need to eat, the processing of food is
acceptable to the public, both politically and
environmentally, compared with the manu-
facturing of other less benign types of prod-
ucts.  A critical mass of food manufacturing-
related activities is already in place in New
Jersey.  This has led to the development of
significant infrastructure capacity, including
transportation networks, sewerage facilities,

utilities, wholesale and brokerage, retail mar-
kets, and import and export facilities.  To
maximize opportunities for economic growth
and development in the state, it is desirable
to utilize such existing capacity and infra-
structure to its optimal potential.

New Jersey has lost numerous food pro-
cessors due to its comparative disadvantages
stemming from such high costs of doing busi-
ness as labor, real estate, utilities, regulation,
taxes, and insurance.  These factors make it
difficult for New Jersey firms to operate and
compete efficiently with businesses in states
having lower costs.  The decline of New
Jersey’s share of national and regional food
manufacturing business, in value of ship-
ments, employment, and value added, high-
lights the importance of supporting the re-
maining food manufacturing firms and en-
couraging the development of new food
manufacturing activities in the state without
compromising the environment.

A competitive advantage that the state
offers the food manufacturing industry is in
the area of research and technology develop-
ment.   For example, the manufacture of food
flavors and extracts is technology-based and
technology-intensive. CAFT and its FMT fa-
cility at Rutgers University provide research,
development, training, and support in solv-
ing immediate and long-term technical prob-
lems to New Jersey firms in food science.
Public support of technology development is
crucial in New Jersey given that access to tech-
nology is one of the few advantages available
to food manufacturing firms in the state.  Such
support can offset some of the disadvantages
of doing business in the state and can pro-
vide a level playing field especially for firms
dependent on these technological advances.
Research and technology development are a
long-term strategies to achieve competitive-
ness.  The technological prominence of the
United States in the food area was achieved
largely due to past public investments in ba-
sic food science and technology research na-
tionwide.  Food manufacturing technology
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assistance is beneficial both in the short- and
long-term.  Job retention and economic de-
velopment strategies by the state should be
based on accentuating the areas where New
Jersey has strengths, and technology is one
of those strengths.

By creating an attractive business environ-
ment, New Jersey can capitalize on its advan-
tages and can help support and develop such
new, emerging, and rapidly growing food
manufacturing areas as nutraceuticals and
medicinal foods, value added local agricul-
tural processing, and food service-based pro-
cessing. Agricultural producers in the state are
in need of enhanced marketing outlets for
their commodities as a means of generating
additional and alternative sources of revenue.
Encouraging small-scale, value added pro-
cessing of farm products supports both agri-
culture and farmland preservation efforts in
the state, as well as providing growth to the
food manufacturing industry.  Fostering the
growth of food service-based food process-
ing also provides a means of generating al-
ternative and additional sources of income for
food service establishments, and encourages
growth in both food service and food manu-
facturing sectors.

Growth strategies based on exploiting the
state’s capacities in the rapidly growing phar-
maceutical industry and advantages in food
science technology to develop new food prod-
ucts would further enhance numerous sectors
of New Jersey’s economy.  Given the advan-
tages New Jersey has in pharmaceuticals and
food service, coupled with its large consumer
base, the state is well poised to spur growth
in food manufacturing while simultaneously
bolstering these other sectors of the economy.
Providing a favorable business climate with
supportive economic policies will assist these
sectors in developing and reaching their po-
tential.  Policies that support several sectors
while not compromising environmental qual-
ity are desirable.

The New Jersey Department of Com-

merce and Economic Development (DCED)
has already recognized the importance and
special position of the food processing indus-
try in the state.  The DCED selected “Food
and Beverage Processing and Distribution”
as its “target industry” in late 1995.  In its bro-
chure for this program, the DCED indicated
their commitment to provide custom services
to address individual company and industry-
wide needs.  The department plans to address
the following issues in its program: financ-
ing needs, by providing accessible and flex-
ible financial support; regulatory and legis-
lative concerns, by working to eliminate regu-
latory obstacles to industry growth; labor
costs, by assisting in matching a company’s
needs with skilled workers at competitive
wage rates; workforce training, by identify-
ing employee skills training needs and help-
ing firms obtain available state, federal, or
community funding; energy-operational
costs, by working with the state’s utilities in
analyzing power needs and energy cost-sav-
ing measures; waste management concerns,
by working to provide creative less costly
solutions for waste disposal problems; mar-
keting and promotional opportunities, by pro-
viding national and international promotion
of the industry; and technical assistance, by
helping to introduce technological improve-
ments in individual companies.  Within the
year of this target industry program, numer-
ous food and beverage processing firms in
New Jersey have been contacted and assisted
in a variety of ways.  In addition, several out
of state companies have shown interest in
doing business in New Jersey.  This assistance
program has been a help to the food manu-
facturing industry and is a step in the right
direction for the state.

In summary, the state must recognize that
the location of manufacturing facilities is no
longer tied as strongly, as it has been in the
past, to transportation access and proximity
to large numbers of consumers.  With exten-
sive and efficient interstate transportation
available to most parts of the country,
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manufacturing facilities are increasingly look-
ing to locate in areas with low cost advan-
tages in such factors as land, energy, regula-
tory fees, permitting, taxes, insurance, labor,
technical support, and financing.  New Jer-
sey is facing increasing competition from
other states and regions of the country which
offer lower costs of doing business and more
supportive economic development assistance.

With policies aimed at improving the state’s
business climate and reducing some of the
costs of doing business, New Jersey could
capitalize on the locational, technological, and
other advantages it offers food manufactur-
ers.  In this way, existing firms could remain
and expand in the state and new food manu-
facturing business could be attracted.
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IV. Problems Facing the Food Service
Industry

The food manufacturing industry contin-
ues to decline in New Jersey.  The state is also
losing ground in this business sector vis-a-
vis other states in the region and the nation.
As part of the research process, focus groups
of people representing various segments of
the state’s food manufacturing industry were
convened to help in identifying critical and
important issues and problems faced by the
industry.  The group was encouraged to fo-
cus on issues and problems that could be dealt
with at the state level.  Major areas of con-
cern expressed by industry representatives,
ranked in order of perceived importance,
were: (1) regulation (Department of Environ-
mental Protection, the permitting process, air
pollution and water pollution control, solid
waste disposal, and right-to-know laws); (2)
taxation and fiscal issues; (3) development
barriers and potential; (4) costs of doing busi-
ness; (5) education, training, and labor qual-
ity; (6) public relations and image; (7) trans-
portation; and (8) other issues (port dredging
and energy deregulation).

A. Regulations

1. Department of Environmental Protection

New Jersey’s regulatory environment was
viewed by industry representatives as one of
the most stringent in the nation.  They cited
the regulatory environment as the most sig-
nificant deterrent to industry growth in the

state.   The food manufacturing industry will-
ingly accepts the need for regulations to pro-
tect our environment; however, representa-
tives find fault with the enforcement of these
regulations.  Enforcement of regulations by
the Department of Environmental Protection
(DEP) is perceived as punitive, given the
agency’s imposition of excessive fines and
permit fees on industry.  Whereas one might
anticipate a regulatory approach designed to
encourage compliance and correct violations,
the current approach in New Jersey appears
to focus on enforcement designed to gener-
ate revenue from fees and fines, rather than
on the legislative intent of environmental
laws and their subsequential regulations.

2. The Permitting Process

Permit acquisition in New Jersey was per-
ceived to be extremely expensive and time
consuming.  It was also viewed as an inflex-
ible and hostile process by industry represen-
tatives.   The majority of permits are seen as
nuisance permits, each requiring excessive
paperwork coupled with a fee.  While each
permit alone does not severely hamper a com-
pany, in combination, the multitude of paper-
work and fees add up to create major expense
and aggravation.  Furthermore, the time re-
quired to obtain permits is excessive and fre-
quently results in lost operational time for
manufacturing facilities.  Even with the es-
tablishment of the 90-day rule whereby a per-
mit must be issued within 90 days of the
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submission of a “completed” application, it
still often takes an additional six to nine
months for the DEP to actually accept a com-
pleted permit application before the 90-day
rule even begins to kick in.  Industry repre-
sentatives felt that many of these problems
stem from the high rate of turnover among
DEP staff, their subsequent lack of account-
ability, and their inability to be flexible in tai-
loring permits to the unique features of a spe-
cific industry.  DEP was also criticized for poor
internal communication and for lack of com-
munication with, and knowledge about, the
industry.  Of particular concern was the im-
pression that DEP personnel have limited
knowledge of the flavors and extracts indus-
try and often lump this industry in with
manufacturers of chemicals and hazardous/
toxic materials.

Industry representatives were further con-
cerned about the multiplicity of bureaucratic
levels involved in the construction permitting
processes in New Jersey.  These levels include
state, county, regional, district, and local au-
thorities.  Each tier has some type of author-
ity to review and approve development ap-
plications with separate, often duplicative,
and sometimes inconsistent requirements and
paperwork.  One representative reported that
54 permits were required to initiate the con-
struction of one building.  Industry represen-
tatives reported that the multiplicity of state
and local requirements lacks harmonization
and is expensive, time consuming, and ag-
gravating.  They indicated that this situation
discourages investment by food manufactur-
ers for construction of new facilities and ex-
pansions and modernization of existing pro-
cessing plants.

3. Air Pollution

While the industry recognizes the need
for and supports regulations designed to con-
trol, air pollution, they view the majority of
New Jersey’s air pollution standards as more
stringent than national standards.  Higher
standards effectively raise compliance costs

in the state and reduce the competitiveness
of food manufacturing firms in New Jersey
relative to industries located in other states.
New Jersey’s regulatory approach to air and
other environmental pollution is perceived by
industry representatives as more punitive
than corrective.  Rather than encouraging
compliance, the DEP is viewed as a bureau-
cracy whose primary role appears to be fine
and fee collection.  Fees and fines for air pol-
lution violations in New Jersey were cited by
focus group participants as being exorbitant
and at least 100 percent higher than those in
all other states.  One industry source indicated
that some fines in New Jersey are 100 times
greater than fines in other states such as Dela-
ware.   Industry representatives indicated the
need for improved, low-cost, technology to
reduce air pollutant emissions.  To meet emis-
sions changes in the Federal Clean Air Act,
many New Jersey food processing companies
must install expensive catalytic converters.

Furthermore, odor regulations were
viewed as poorly defined in the state.  Fines
are levied for ordinary complaints regardless
of intent or degree of violation.  The enforce-
ment of an odor offense was seen by the in-
dustry as arbitrary, as it is up to each health
inspector’s nose to determine whether the
odor affects the “standard and quality of life”
of the public.  Allegedly, entire processing
plants have been closed due to adverse pub-
lic reaction to offensive odors, resulting in the
loss of many jobs.  There are currently no ex-
emptions for odors created during food pro-
cessing, even though some agricultural odors
are exempt.  Bakeries, which produce etha-
nol as a by-product, have been hard hit by
these regulations, which may explain the
marked decline of bakeries in the state.

New Jersey has adopted an approach of
resolving air pollution problems which in-
volves overregulating industry.  Programs
such as the Employee Trip Reduction Program
(ETRP) are evidence of this.  As means of re-
ducing air pollution emissions from auto com-
muting, this program requires companies
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with more than 100 employees to get work-
ers to reduce rush hour trips by 25 percent
through car pools, mass transit, or
telecommuting.  This places the burden on
industry to reduce air pollution problems
stemming from cars, the leading cause of air
pollution in the state. California, for example,
requires all state residents who drive auto-
mobiles to assume part of the responsibility
of combating air pollution (e.g., imposing
lower lead gasoline on consumers), as well
as placing some of the burden on industry.

Rather than receiving assistance from the
New Jersey Department of Transportation
(DOT), industry had been handed dictatorial
regulations.  While New Jersey Transit has
worked with several companies to establish
additional mass transit bus routes for getting
workers to manufacturing sites in such loca-
tions as the Meadowlands area, industry rep-
resentatives cited the need for many more
such arrangements.  These arrangements
could be greatly facilitated by the DOT if it
cooperated with industry and provided in-
centives to mass transit companies.  In south-
ern New Jersey, many food processors in the
relatively rural counties of Cumberland and
Salem  have been adversely affected by strin-
gent clean air standards which are set for this
region in association with the urban and con-
gested city of Philadelphia.

Since the focus groups were held, Con-
gress has passed a federal law which makes
the ETRP a voluntary program to be imple-
mented at the discretion of individual states
if those states develop an alternative program
which can effectively reduce emissions. The
ETRP, which is now a voluntary program in
New Jersey, provides tax incentives to em-
ployers choosing to participate.  The food
manufacturing industry welcomes this
change that encourages sharing the burden
of reducing auto emissions between both the
public and industry.

4. Water Pollution

Industry representatives reported exces-

sive enforcement of clean water regulations.
Fines are automatically levied for water pol-
lution violations without consideration of in-
tent nor magnitude of the infraction.  Fines
may reach $20,000 per day for exceeding per-
mitted effluent standards and sometimes 30-
day fines are levied for a 1-day violation.
Automatic fines of $5,000 per day are levied
when pH levels are exceeded.  Similarly, com-
panies experiencing occasional violations of
water pollution standards over a short period
have been fined, even when their average
pollution over the period was within accept-
able parameters.  One company indicated
being fined $50,000 every 3 months for 3 1/2
years for not submitting Discharge Monitor-
ing Reports (DMR) from a cooling tower for
which a permit had been obtained prior to
construction, but which had never been built
and had never discharged a single drop of
effluent water.  Industry representatives re-
ported that fines for grammatical or syntax
mistakes on monthly DMR forms have been
levied by the DEP.  Another criticism involves
the excessive length of time it takes to receive
test results and the fact that, during this time,
fines continue to accrue.

Industry representatives further argued
that permit acquisition is an unnecessarily
long, costly, and energy-consuming process.
One processor indicated a waiting period
longer than four years for a permit, while
another participant represented a company
whose handling of wastewater accounts for
20 percent of the company’s total operating
costs.

State discharge levels are often more strin-
gent than federally set levels, as is the case
with sodium.  Industry representatives sug-
gested that New Jersey’s extremely low dis-
charge level for sodium creates a significant
problem for the clam processing industry be-
cause clams are naturally high in sodium.
This situation could be greatly alleviated if
sodium levels were brought more in line with
federal levels.  Furthermore,  discharge lev-
els are more stringent for factory wastewater
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than that of sewerage authority plants, re-
gardless of the additional treatment and di-
lution this water will receive once it reaches
these plants.  Compounding the issue is the
fact that DEP is constantly revising water
pollution regulations and inadequately com-
municates these changes to the industry.

 Industry representatives felt that the DEP
has placed its focus on computing fines and
enforcement, rather than on the intent of the
actual discharge levels set by the regulations.
They felt that the enforcement of the Clean
Water Enforcement Act is excessive in that
penalties are based on ”spikes” rather than
on “per day weighted averages.”  Spikes on
any one day are presumed to have occurred
for 30 days and fines are issued accordingly.

Mandatory fines are also issued when
permit violations occur even with nonhazard-
ous materials, as is often the case in process-
ing food.  This has been especially problem-
atic in the case of food-based fats and oils,
common waste products of certain types of
food processing, especially dairy processing.
Progress was made when the environmental
factor, upon which permit fees are based, was
recently reduced, by the DEP, from a very high
rating of 100 (used for petroleum-based oils)
to the lowest rating of 1, for vegetable oils and
animal fats and grease.  However, sewerage
authorities have placed limits on the dis-
charge of animal fats and grease into the
wastewater stream, claiming they are harm-
ful, even though not toxic, and overload ex-
isting sewage treatment facilities.  Such re-
strictions continue to treat some food process-
ing wastes as potentially harmful and lead to
the overregulation of such sectors as dairy
processing.  The food manufacturing indus-
try supports recent proposals to change the
Clean Water Enforcement Act that would
lower penalties for those who violate pollu-
tion limits, but have otherwise tried to com-
ply with the law, and who try to amend any
adverse environmental impact.

Industry representatives also expressed

concern that New Jersey’s existing wastewa-
ter infrastructure is insufficient and that the
state underinvests in technology to improve
wastewater recycling.  Insufficient sewerage
capacity and sewage treatment infrastructure
are problems in the state, and even more so
in the less populated areas of South Jersey.
Furthermore, the industry representatives
indicated a lack of state-level investments and
planning for expanded sewerage capacity
over the next 10 to 15 years.  Another concern
of the industry was that some companies are
required to conduct their own pretreatment
of wastewater from their plants prior to the
water going into local treatment facilities.
This is a particular problem in such areas as
northern New Jersey where adequate land
near processing plants on which to build these
pretreatment facilities is in short supply.

 Industry representatives felt that im-
proved and lower cost technologies are
needed to handle wastewater from food pro-
cessing facilities in the state.  They cited the
need to provide funding to expand the use
and development of membrane technology
that filters out wastes from the water stream
which can then be developed into marketable
by-products.  Some firms have already tried
this technology with successful results.  One
problem cited by the industry is that differ-
ent food products generate different wastes,
thus requiring variations in the type of tech-
nology needed to reclaim by-products.  For
example, meat and dairy processing gener-
ate fats and oils, while bakeries and pasta
processors generate starches that could be
separate out of the wastewater.  Furthermore,
water quality regulation, permitting, and re-
porting are managed at the state level, thereby
overriding much of the responsibility of lo-
cal sewerage authorities to govern the regu-
lation of water quality in their own districts.

5. Sold Waste Disposal

Industry representatives cited the inad-
equacy of landfills and the insufficient num-
ber of incinerators as problems facing the food
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manufacturing industry.  Similarly, they felt
that there is inadequate capacity to handle
processed food waste and compost on farm-
land.  Odor is a problem with the application
of clam waste to farmland, even though it is
an excellent fertilizer.  Focus group partici-
pants again reported that, despite some im-
provement, the permitting process is still too
slow.  Companies attempting to utilize inno-
vative approaches to waste management are
not being encouraged but, in fact, are being
discouraged due to the imposition of restric-
tions.  Industry representatives felt that there
was a lack of technology-based solutions for
handling solid waste from food processing,
and a need for providing state support for
technology development, both in the private
and public sector.  Industry representatives
cited a lack of direction from the state regard-
ing the handling of sludge, now that ocean
dumping is no longer an option.  Addition-
ally, they felt that there is a lack of investment
in the development of technology to handle
and clean sludge generated during food pro-
cessing.  They felt that the state looks at food
processing waste as a problem that needs to
be regulated as opposed to a potential source
of marketable by-products.

6. Right-to-Know Laws

Right-to-Know laws pose unique prob-
lems for the flavors and extracts industry,
where more than 1800 raw materials are used
and where 200 to 300 materials are often
mixed together in one batch to create a prod-
uct.  Currently, trade secrecy agreements must
be issued for each batch even though all these
materials are Food and Drug Agency (FDA)
approved food additives.  These ingredients
are used in food and are neither hazardous
nor dangerous in small quantities.

B. Taxation and Fiscal Issues

Industry representatives cited high prop-
erty taxes and utility taxes as key impedi-
ments to the success of industry.  They argued

that taxes from industrial and commercial
properties greatly subsidize residential ser-
vices offered in municipalities. Specifically,
they felt that the state has too many school
districts (617 districts for 567 municipalities)
and that services and administrative efforts
are duplicated.  They noted that New Jersey
has the most school districts per capita in the
nation.  On the positive side, industry repre-
sentatives commented that the corporate tax
is reasonable and the workman’s compensa-
tion program operates well in New Jersey
relative to other states.  Furthermore, the in-
dustry welcomes the current reductions in
workman’s compensation rates in the state.

C. Development Barriers and
Potential

Representatives of the food manufactur-
ing industry expressed dissatisfaction with
the Economic Development Authority (EDA).
They cited that a 7 percent rate of interest on
loans is not considered a bargain in New Jer-
sey, relative to the lower interest (e.g., 3 per-
cent) loans offered in such other states as
North Carolina.  Industry representatives fur-
ther indicated that obtaining an EDA loan is
conditional on hiring union labor.  Consider-
ing that union wages are higher than non-
union wages, and that the wage bill is sub-
stantial for most companies, forcing busi-
nesses to hire union workers imposes higher
costs and subsequently provides a disincen-
tive to apply for EDA loans.  Furthermore,
industry representatives indicated that EDA
loans are generally unavailable to small busi-
nesses.  In short, dissatisfaction was expressed
with the EDA and loan applications were seen
as more of a hindrance than a benefit.

The excessive and cumbersome permit-
ting process in New Jersey was also cited as a
significant hindrance to growth.  Industry
representatives argued that while other states
actively encourage and support the retention
and expansion of existing firms and the re-
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cruitment of  new businesses, New Jersey
appears not to recognize the importance of
business and has in fact adopted an attitude
perceived as antagonistic.  Many food pro-
cessors in New Jersey indicate that the pri-
mary reason for remaining in the state is their
high level of capital investment already in
place.  Without such ties to the state, many of
them would leave New Jersey and establish
businesses in other states.  This is an issue of
significant concern, the importance of which
would increase over time as the age of New
Jersey’s physical plant increases.

Industry representatives reported little
incentive for companies to conduct in-house
research and development (R&D).  They also
indicated that New Jersey offers limited loan
guarantees for smaller businesses to invest in
R&D.  Generally, the expense of constructing
new plants (primarily due to permit fees) in
New Jersey is extremely high vis-a-vis other
states.  As a result, it is both easier and cheaper
to establish businesses in other states.  Simi-
larly, laws in the state requiring the payment
of prevailing wages prevent subcontracting
and effectively raise costs.

Industry representatives indicated that,
whereas other states have government per-
sonnel to provide extensive technical assis-
tance to industry to assist in their compliance
with state laws and regulations, New Jersey
offers no such programs.  In contrast, North
Carolina provides technical assistance to po-
tential businesses for meeting regulations and
handling the permitting process and, thus,
fosters rapid establishment of new firms.
Focus group participants indicated that New
Jersey does not treat businesses like custom-
ers nor like clients.  Furthermore, they cited
that when the state does offer programs and
services, adequate publicity and promotion
is often lacking.  Companies, therefore, are
often not aware of what the state has to offer
and do not know where to go for informa-
tion regarding these programs.  For example,
many companies, primarily in northern New
Jersey, were not aware that the NJDA has a

staff member who is available to assist food
processors in a variety of ways and who
liaises with the New Jersey Food Processors
Association, the industry trade association.

Industry representatives felt that the state
does not play an adequate advocacy role for
the food manufacturing industry.  They indi-
cated New Jersey state representatives have
not attended national trade shows, such as
those held by the National Food Processing
Association and the Institute of Food Tech-
nologists.  Personnel from other state govern-
ments, including California, Illinois, and
North Carolina, usually have booths at this
trade show promoting food manufacturing
products from their state.  The industry has
been encouraged by the recent inclusion of
processed food products by the NJDA in their
export trade promotions nationally and inter-
nationally.

 It should be noted that since the focus
groups have met, the New Jersey Department
of Commerce and Economic Development
(DCED) established a “target industry” pro-
gram, in late 1995, aimed at the food and bev-
erage processing industry.  The goals of this
program are to support the retention and ex-
pansion of existing in-state firms and to at-
tract businesses from other states.  As stated
in their literature on this program, the depart-
ment plans to provide custom services to ad-
dress the following individual company and
industry-wide needs: financing needs, by pro-
viding accessible and flexible financial sup-
port; regulatory and legislative concerns, by
working to eliminate regulatory obstacles to
industry growth; labor costs, by assisting in
matching a company’s needs with skilled
workers at competitive wage rates; workforce
training, by identifying employee skills train-
ing needs and helping firms obtain available
state, federal, or community funding; energy-
operational costs, by working with the state’s
utilities in analyzing power needs and energy
cost-saving measures; waste management
concerns, by working to provide creative less
costly solutions for waste disposal problems;
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marketing and promotional opportunities, by
providing national and international promo-
tion of the industry; and technical assistance,
by helping to introduce technological im-
provements in individual companies.  As in-
dicated by the DCED, within the year of this
targeted program, various food and beverage
processing firms in New Jersey have been
contacted and assisted in a variety of ways,
including access to low interest loans.  The
DCED also indicated that many out of state
companies have been attracted to do business
in New Jersey.  Further cited by the DCED
are the linkages this program has helped es-
tablish with other state-level departments
(such as DEP) and the view that the target in-
dustry program has been a step in the right di-
rection for food manufacturing in New Jersey.

D. Costs of Doing Business

Industry representatives indicated that
the costs of doing business in New Jersey are
extremely high, relative to other states.  Al-
ready discussed are the excessive costs of
regulatory enforcement with fees and fines,
property taxes, utilities including electricity
and water, and utility taxes (including a 13
percent gross receipts tax).  In addition, in-
surance was cited as being both expensive
and, in some cases, difficult to obtain.  New
Jersey has alienated insurance companies,
making the cost of insurance high, compared
with other states.  Vehicle insurance on cor-
porate fleet cars, for example, is nearly twice
as expensive as similar insurance protection
on personal cars.

With the third highest minimum wage in
the nation (after Washington, D.C. and Ha-
waii), New Jersey labor is also expensive rela-
tive to other states.  The cost of other factors
of production, including water and utility
costs, is similarly higher in New Jersey vis-a-
vis other states.  When added together, these
high costs of doing business detract from the
competitiveness of food manufacturers, as
well as other firms, operating in New Jersey.

E. Education, Training, and Labor
Quality

Industry representatives expressed sig-
nificant concern about the lack of sufficient
numbers of qualified workers needed to fill
lower skill and lower wage positions.  Spe-
cifically mentioned was the poor work ethic
and poor educational background of many
entry-level employees.  They felt that high
schools are not adequately training non-col-
lege-bound students and are not instilling an
adequate work ethic in the state’s young
people.  Tardiness, irresponsibility, poor atti-
tude, and poor discipline were a few of the
criticisms and concerns expressed by indus-
try representatives about industry’s entry-
level workforce.

On-the-job training of new employees is
a time-consuming and expensive task which
is exacerbated by the high turnover rate of
labor in the industry of roughly 20 percent
per year.  One representative of the food pro-
cessing industry estimated that out of 100
people interviewed for a job, 50 percent refuse
to undergo a drug test, 25 percent of those
taking a drug test fail, and a large percentage
of the remainder that pass the drug test fail
the written test.  At the end of the process only
about five people are hired, of which three
typically do not report to work on the first
day.  Considering the turnover rate, this sig-
nifies a significant training cost associated
with labor, an already expensive input.  The
severity of this problem is allegedly greatest
in South Jersey.  In contrast, it should be noted
that industry representatives were satisfied
with the abundant quantity of highly quali-
fied labor to fill management-level positions
in the state.

Flavors and extracts manufacturers indi-
cated that they have additional difficulty find-
ing trained chemical operators who under-
stand chemistry in general, can work with
weights and measures, and can use technical
equipment.
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F. Public Relations and Image

Focus group participants did not feel that
the food manufacturing industry suffered
from a bad image in the state, with the excep-
tion of flavors and extracts companies which
are often erroneously associated with the
chemical manufacturing industry.  They per-
ceived, however, limited public awareness of
the food industry, as most people fail to real-
ize that food-related activities in New Jersey
rival the pharmaceutical and telecommuni-
cation industries in size.  Industry represen-
tatives felt the state is not doing an adequate
job of promoting the food industry.  They also
felt that the state does not act as an advocate
for food processors operating in New Jersey
and cited the lack of state-level representa-
tion at national and international food trade
shows.

As already mentioned, Right-to-Know
laws pose unique problems for the flavors and
extracts industry, as they are treated by the
regulatory community and the public as if
they were the same as manufacturers of toxic
and hazardous chemicals and products.  In
reality, all materials used by flavors and ex-
tracts manufacturers are FDA-approved food
additives that are used in food and are nei-
ther hazardous nor dangerous in small quan-
tities.

G. Transportation

Industry representatives expressed con-
cern about the excessive traffic congestion in
New Jersey and outdated road infrastructure.
They argued that while the number of cars in
New Jersey doubled between 1980 and 1995,
the number of miles of road remained un-
changed.  Poor access to industrial parks was
also cited as a problem in the state.  They also
indicated that New Jersey lacks sufficient
public transportation options between the
state’s cities and for north/south connections
within New Jersey because the majority of
mass transit routes in the state are geared to-

wards providing access to New York City.
These are needed to provide primarily urban-
based employees with access to manufactur-
ing facilities in such locations as other New
Jersey cities, the Meadowlands, and western
counties.  Finally, it was expressed that coor-
dination is also lacking in the trucking indus-
try, as excessive numbers of trucks return
empty after making out-of-state deliveries.

H. Other Issues

Since the focus groups were convened, a
number of additional issues facing the food
manufacturing industry have emerged.  Two
prominent ones are dredging of the state’s
ports and concerns about energy deregula-
tion.

The ports of New Jersey are critical to the
overall food manufacturing industry in the
state, and to the flavors and extracts manu-
facturing sector in particular.  Millions of
pounds of food products and ingredients
from around the world flow through the ports
of New York and New Jersey for further dis-
tribution.  Any interruptions in food ship-
ments both into the state (imported food in-
gredients) and out of the state (exported fin-
ished manufactured food products and ingre-
dients) would limit the ability of the indus-
try to operate efficiently and competitively.
Port Newark and Port Elizabeth have become
so clogged with silt that they are too shallow
for many of the large container ships.  As a
result, these ships, and the businesses that rely
on them, are moving to other deep water ports
along the East Coast that can accommodate
them.  In fact, several flavors and extracts
firms have already relocated south to the
deeper draft ports.  The passage by New Jer-
sey voters in November 1996, of the $300 mil-
lion bond act to dredge the state’s ports and
waterways is seen as an important measure
for keeping these waterways viable and com-
petitive and for keeping businesses depen-
dent on the ports in New Jersey.
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Energy deregulation has been taking hold
across the country with movement towards a
market driven approach to electricity and gas
purchase and distribution.  Two states, New
Hampshire and Illinois, are already experi-
menting with competitive electric service
models, and virtually all other states are ex-
ploring similar opportunities.  Impending
changes in the electric and gas utility indus-
try could have significant impact on the costs,
profits, and resulting viability of the food
manufacturing industry in New Jersey be-
cause food manufacturing is highly energy
intensive.  With the introduction of competi-
tion into the energy markets, utility custom-

ers will have the same bargaining leverage
that they have with suppliers in virtually all
other areas of business.

 Of concern to the industry is the handling
of fixed or “stranded” costs which are invest-
ments already made by utility companies in
building and financing plants and equipment.
The degree to which these stranded costs are
either assumed by the state or passed on to
utility customers will have a marked effect
on the potential savings form energy deregu-
lation.  If stranded costs are primarily recov-
ered from utility customers, the savings to the
food manufacturing industry from competi-
tion may be effectively negated.
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V. Public Policy Recommendations

New Jersey has recently implemented
various initiatives and programs to improve
the business climate and competitiveness of
firms in the state.  While most of these initia-
tives are not industry specific, many would
certainly apply to the food manufacturing sec-
tor.  The STARR report, released by the Busi-
ness Ombudsman’s office, details some of
these policy reform initiatives.  While some
of the recommendations provided by repre-
sentatives of the food manufacturing indus-
try are already being implemented through
these recent initiatives, this report presents the
full scope of recommendations regarding is-
sues that state government can address as
suggested by industry sources.

 It is important to note that the industry
concerns above seem to indicate a significant
gulf between policy makers and industry, es-
pecially in the areas of regulation and eco-
nomic development initiatives.  State govern-
ment appears genuine in its interest in ad-
dressing industry problems.  However, any
serious attempt to address these problems
must involve extensive dialogue, a great deal
of listening on both sides, and a great deal of
partnership.  Industry needs to be directly in-
volved in the policy making process.  Of
course, industry must also recognize that the
state must balance the needs of industry
against public health, safety, and economic
concerns.

The following is a list of public policy rec-
ommendations generated by representatives
of New Jersey’s food manufacturing indus-
try to create a more hospitable business cli-

mate in the state.  These recommendations are
directed at state government and can be seen
as an indication of what industry would like
to see.  Therefore, these recommendations
represent a good starting point for govern-
ment/industry discussions and collabora-
tions.  Rutgers University remains commit-
ted to playing a role in assisting the fostering
of greater government/industry collaboration.

A. Regulations

Industry representatives recommended
an evaluation of all regulations relevant to
food manufacturing at the time they come up
for review, which is every five years.  Al-
though industry is often asked for comment
and input during these regulatory review
periods, industry representatives would like
to see action taken by DEP regarding their
comments and suggestions as opposed to the
blanket continuation of the current set of regu-
latory rules, as is usually the case.  They fur-
ther recommended that, in general, the state
protect its industrial base from onerous pol-
lution standards.  More specifically, in cases
where state standards exceed federal stan-
dards, representatives recommended that
they be relaxed to the federal level.  In addi-
tion, they recommended that the state should
take steps to harmonize state, county, and lo-
cal regulations statewide to provide a more
unified operating environment. Similarly,
they recommended that the state more clearly
define its air, water, and solid waste pollu-
tion problems, solutions, and standards.
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1. Department of Environmental Protection

Industry representatives recommended
that a Food Industry Ombudsman be estab-
lished within DEP to assist the food industry
with regulatory mitigation and compliance.
They further recommended that DEP person-
nel attend Continuing Professional Education
courses to help them better understand the
specific and unique aspects of food and in-
gredient manufacturing.  Industry represen-
tatives felt that the high turnover at the DEP
contributes to a number of operational prob-
lems, such as a lack of accountability by per-
sonnel, a lack of effective intra- and inter-
agency communication in Trenton, and a lack
of adequate understanding of the technology
on which regulations are often based.

In an attempt to reduce the high person-
nel turnover rate, industry representatives
suggested paying highly trained DEP em-
ployees higher wages to effectively compete
with the private consulting sector.  This is a
problem because the private sector often hires
away competent and knowledgeable DEP
employees. In addition, they recommended
that DEP job titles be changed from such titles
as “Enforcement Officer” to “Facilitator.”
Coupled with this title change is a suggested
change in DEP personnel duties that would
be geared more toward assisting industry in
complying with rational environmental laws
and regulations, rather than their current role
of strict enforcement.

Industry representatives further sug-
gested that money generated by DEP through
its collection of fines and fees be placed into
a general state fund, rather than back into
DEP’s operating budget, as was recently the
case.  They also recommended that a geo-
graphical or regional organization be adopted
for DEP, as opposed to the current centralized
structure in Trenton.  These organizational
changes would require directives from the
DEP commissioner, and even the governor.

2. The Permitting Process

Regarding the permitting process within
DEP, industry representatives recommended
an improvement in the publicity given to the
Permit Information Assistance Program,
which was established in 1993 to assist indus-
try during permit acquisition.  Many food
manufacturing companies are neither aware
of this program, nor how it can be of assis-
tance.  Along these lines, they recommended
that New Jersey emulate the South, where
many cities and states provide assistance to
companies negotiating through the permit-
ting process, whether it be for startup facili-
ties for incoming companies or for expansion
or modernization of existing operations.
North Carolina’s success in streamlining the
permitting process should be examined, along
with the role that the state plays in assisting
industry in coordinating and negotiating
through the red tape of the permitting pro-
cess.  Also recommended is that New Jersey
enable the use of Jumbo Site Permits or Bubble
Permits, rather than the continued sole reli-
ance on individual permits.  Along these lines,
they further recommended that the state pro-
mote “source” permits over that of “site” per-
mits.

Industry representatives recommended
that the state strive to shorten the entire per-
mitting process.  They further recommended
a significant reduction in the time it takes to
merely complete a permit application, before
the 90-day rule even begins to kick in.  Indus-
try representatives also recommended that
New Jersey explore methods of shortening the
permitting process, such as those used in New
York State, where architects and engineers
have been given the authority to inspect
buildings and issue occupancy permits, rather
than having to wait for approval from state
and local officials.  An additional recommen-
dation was that permits be made more flex-
ible by allowing them to be tailored to the
specific and unique requirements of a particu-
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lar industry.  Industry representatives indi-
cated that this is especially important when a
firm is trying to implement pollution control
technology, which should be operational im-
mediately, as opposed to waiting a year to
receive the necessary permit approval re-
quired before such environmentally benefi-
cial technology can be utilized.  Experimen-
tal permits were recommended for pilot food
manufacturing projects to minimize red tape
and enable quick startup where competitive
pressures from firms in other states dictate
that time is of the essence.  Industry repre-
sentatives further recommended the review
and revision of Pinelands regulations and the
definition of wetlands in light of permitting
regulations.

Also recommended by the industry was
a revision in the payment system for permit
fees.  Industry representatives suggested that
a company pay the full fee only at the time a
permit is actually issued.  Under the current
system, one-third of the fee is paid in advance,
one-third in the middle, and the remaining
third when the permit is actually issued.  In-
dustry representatives felt that this current
system ties up too much of a firm’s operating
funds during this often lengthy process.

3. Air Pollution

Regarding air pollution issues, industry
representatives recommended that costs or
burdens of maintaining clean air be shared
equitably by all polluters, including all who
drive automobiles.  They indicated that since
the majority of air pollution problems in New
Jersey stem from automobile exhaust, as op-
posed to industrial pollution, industry should
not be bearing the majority of the air pollu-
tion burden.  The recent change in the Em-
ployee Trip Reduction Program, from man-
datory to voluntary, is seen by the food manu-
facturing industry as a step in the right direc-
tion.  The industry further supported the use
of tax incentives to companies who are vol-
untary participants in this program.  They also
recommended that odor regulations be made

less arbitrary and that exemptions be pro-
vided to some food processors, as is done for
some agricultural producers for which the
periodic or occasional production of odors
occurs during regular operational practices.
They further recommend that air pollutant
emission thresholds in the state be made more
realistic and be brought more in line with fed-
eral standards.  Industry representatives also
recommended the need for state support in
developing low-cost, improved technology to
reduce air pollutant emissions from their food
processing plants to meet changes in the Fed-
eral Clean Air Act.

4. Water Pollution

With regard to water pollution issues, the
industry recommended that local sewerage
authorities assume the responsibility of regu-
lating water pollution in their districts by
managing the majority of reports and permits
related to water quality, as is done in Califor-
nia.  This, they indicated, would be an im-
provement over the current system of central
management by the state.  They recom-
mended that state water pollutant discharge
thresholds be made more realistic and be
brought more in line with federal standards
in those cases where state standards exceed
federal standards, especially for such natural
by-products as sodium, vegetable oil, and
animal fats and grease.   Further recommen-
dations included a modification of mandatory
fines for permit violations involving nonhaz-
ardous materials, which is often the case in
many food processing situations.

Industry representatives also suggested
the elimination of fines for grammatical or
syntax errors on the monthly DMR reports.
Industry representatives recommended a re-
vision in the Clean Water Enforcement Act
(CWEA) to a system where penalties are
based on “per-day weighted-averages” of dis-
charge levels over a month, as opposed to the
current reliance on “1-day spikes” presumed
to have occurred every day for 30 days.  The
focus of CWEA should be redirected to the
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legislative intent of this environmental law
and its subsequential regulations, rather than
on the computation of maximum fines and
enforcement.  The food manufacturing indus-
try supported recent proposals to change the
CWEA that would lower penalties for those
who violate pollution limits, but have other-
wise tried to comply with the law, and who try
to amend any adverse environmental impact.

Industry representatives recommended
that the state, in conjunction with industry,
develop long-range plans for handling waste-
water and provide for improved sewerage
infrastructure and wastewater technology in
the state.  Along these lines, they recom-
mended the establishment of a state-wide
wastewater treatment fund to spread out the
significant cost of improving the state’s waste-
water treatment facilities across all users.  This
fund could be used by sewerage authorities
to improve, update, and expand their facili-
ties and capacity along with developing much
needed improved wastewater technology.  An
additional recommendation was that the state
assist seafood processors in adopting state-
of-the-art technologies for treating processing
effluent.  Industry representatives also recom-
mended the establishment of a public/private
partnership of the state’s food processors with
government and universities aimed at devel-
oping improved and low cost wastewater re-
covery technology (e.g., membranes).  This
technology can be used to “mine” the waste
stream and develop marketable products
while reducing water pollution.  State assis-
tance to companies that are required to con-
struct pretreatment facilities near their plant
where land is in limited supply was also rec-
ommended.

5. Solid Waste Disposal

Regarding solid waste issues, the indus-
try recommended that public/private coop-
eration be increased among government, in-
dustry, and universities to develop improved
methods of disposing of nontoxic and non-

hazardous wastes and by-products from food
processing.  In many cases, university-based
research is viewed as too slow to be able to
resolve some of these waste issues, and it is
deemed necessary to explore methods being
used elsewhere in the country and the world
to solve similar problems.  Industry represen-
tatives recommended that special attention be
paid to the disposal of seafood processing
waste and by-products, with focus being
placed on composting, land application, and
pet food production, along with the develop-
ment of a solution to the odor problem asso-
ciated with handling this material.  They fur-
ther recommended that the guidelines on re-
porting and handling medical waste be reex-
amined.   Long-range planning at the state
level, in conjunction with industry and uni-
versities, is also recommended for the han-
dling of solid waste from food processing and
other facilities by landfills, incinerators,
composting, and land application.  Long-
range planning for the handling of sludge
from processed food was also recommended
since ocean dumping is no longer an alterna-
tive.  Furthermore, development of improved
technology to handle and clean food pro-
cessed sludge was recommended by indus-
try representatives.

Industry representatives highlighted the
need to redefine food processing waste (solid,
water, and sludge) in terms of by-products,
thereby reducing the volume entering the
waste stream while developing marketable
products.  They recommended that the state
offer incentives to firms to “mine” the waste
stream and provide both private and public
assistance for the development of waste rec-
lamation technology and commercializable
products from the recovered by-products.
State support to promote the formation of
public/private partnerships which would
build pilot plant facilities to focus on devel-
oping and commercializing technical solu-
tions to waste problems in food manufactur-
ing was also recommended.
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6. Right-to-Know Laws

Industry representatives suggest that
Right-to-Know laws be revised to allow for
exemptions or modifications, due to the
unique nature of the flavors and extracts in-
dustry.  This industry, where a large number
of  ingredients are used in various combina-
tions and mixtures for each batch, is currently
subject to extensive Right-to-Know reporting
requirements.  These requirements are the
same as those required in the chemical indus-
try.  The industry cited that the difference,
however, is that flavor and extract ingredi-
ents are nontoxic, FDA-approved food addi-
tives, which should not be considered haz-
ardous or dangerous in small quantities since
they end up in food anyway.

B. Taxation and Fiscal Issues

Industry representatives recommended
that the state mandate the consolidation and
regionalization of school districts and other
services where Home Rule imposes redun-
dancy.  They also recommended that the state
develop tax incentives for manufacturers to
improve on-the-job training.

C. Development Barriers and
Potential

Industry representatives recommended
that the state provide loan guarantees to small
businesses and small expansion projects.
They also recommended that the state de-
velop incentives to encourage research and
development, new businesses, and venture
capital projects.    Such incentives could in-
clude beneficial tax programs, loan programs,
and Enterprise Zones.  Additional recommen-
dations from the industry are for the im-
proved promotion by the state of programs
to stimulate economic development and the
provision of lower cost loan programs at such
rates as 3 percent, rather than the rate of 7

percent.  The recently passed “Business Em-
ployment Incentive Program” under which
companies could receive grant monies from
the state over a ten-year period when they
create more than 75 new jobs or 25 new jobs
in economically depressed areas offers incen-
tives in this direction for companies planning
on growth.  It does not address firms need-
ing assistance to continue their current level
of operation.

Industry representatives suggested that
the state adopt a more customer-client-ori-
ented approach towards working with indus-
try and other businesses in New Jersey.  Along
these lines, they suggested that the state
should better promote and publicize the pro-
grams and services that they offer to indus-
try.  They recommended the development of
a state program resource book that would list
the various programs and services available
to industry along with names, addresses, and
phone numbers of state personnel to contact
for further information.  Along these lines,
they recommended better promotion of the
services provided by the NJDA in assisting
food processing firms and in liaising with the
New Jersey Food Processors Association.

Industry representatives also recom-
mended that the state work with industry to
form an Industrial Development Agency to
advocate for industry in general and for the
food industry specifically.  They suggested
that the state work with industry to assist in
expanding New Jersey’s food manufacturing
market share.  Representation by state per-
sonnel at national and international trade
shows was recommended, as is done by such
other states as California, Illinois, and North
Carolina.  Recent inclusion of New Jersey pro-
cessed food products, along with agricultural
products, by NJDA personnel in export de-
velopment programs and promotions was
applauded by the industry representatives.
To further promote the use of New Jersey
products, they suggested that state institu-
tions give priority to food produced or pro-
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cessed in New Jersey, where it is available, as
a substitute for imported food.  This recom-
mendation is consistent with current legisla-
tive proposals to promote New Jersey com-
merce.

The industry supported a continuation of
the “target industry” program recently estab-
lished by the Department of Commerce and
Economic Development (DCED) for the food
and beverage processing industry to provide
custom services for addressing individual
company and industry-wide needs.  They
would like to see additional support for the
efforts of the DCED, including the following
activities as stated in their “target industry”
brochure for the food and beverage process-
ing industry: financing availability, by provid-
ing accessible and flexible financial support;
regulatory and legislative reform, by work-
ing to eliminate regulatory obstacles to indus-
try growth; labor cost reductions, by assist-
ing in matching a company’s needs with
skilled workers at competitive wage rates;
workforce training, by identifying employee
skills training needs and helping firms obtain
available state, federal, or community fund-
ing; energy-operational cost reductions, by
working with the state’s utilities in analyz-
ing power needs and energy cost-saving mea-
sures; waste management concerns, by work-
ing to provide creative less costly solutions
for waste disposal problems; marketing and
promotional opportunities, by providing na-
tional and international promotion of the in-
dustry; and technical assistance, by helping
to introduce technological improvements in
individual companies.  The fine-tuning and
improvement of this program would further
help the food manufacturing industry.

D. Costs of Doing Business

Industry representatives recommended
that New Jersey support efforts in Washing-
ton to reduce tariffs on products from the
United States that are sold in foreign coun-

tries.  They also recommended that a summit
meeting between the food processing and in-
surance industries be convened to resolve
insurance cost and availability problems.  A
re-examination of utility costs and utility taxes
were also recommended by industry repre-
sentatives.

E. Education, Training, and Labor
Quality

Industry representatives recommended
that a partnership be formed between the
statewide education system and industry to
improve educational standards, with the goal
of better serving the employment needs of our
state’s businesses.  More specifically, they rec-
ommended the establishment of a govern-
ment sponsored taskforce between New Jer-
sey Departments of Labor, Education, and
Commerce and Economic Development and
industry to jointly train employees for the
state’s workforce of today and tomorrow.

The industry representatives further rec-
ommended that the state develop tax incen-
tives and allocate supplemental funding for
processors to implement on-the-job training,
apprenticeships, and vocational programs.  It
was suggested that such programs are needed
for training chemical operators, laboratory
technicians, and other food processing per-
sonnel working at the plant level. This train-
ing is especially important for flavors and
extracts manufacturers for whom the value
of inputs is extremely high and where small
mistakes can be extremely costly.  To this end,
the flavors and extracts industry recom-
mended the development of a Chemical Op-
erator Certificate Training Program at the
vocational and/or post-high school level.
Also recommended by industry was the use
of such state-industry funded pilot plants as
the CAFT/FMT facility at Rutgers University
to train chemical operators, technicians, and
other food processing personnel.
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F. Public Relations and Image

Industry representatives recommended a
state promotional program highlighting the
importance of the food industry as a key com-
ponent of New Jersey’s economy.  The impor-
tance that the state act as an advocate for New
Jersey food manufacturing, and all business
in the state, was discussed.  Along these lines,
industry representatives recommended the
promotion of the industry by the state at food
manufacturing and other product trade
shows nationally and internationally.  They
also recommended that employment and
business opportunities in food manufactur-
ing be better publicized.  In regard to the fla-
vors and extracts sector, they recommended
a public education program to highlight the
benefits and improvements to the quality of
foods and life that these products have pro-
vided through the use of chemistry.  The plas-
tics industry has accomplished a similar goal
through advertising.  Furthermore, the indus-
try suggests that this flavors and extracts in-
dustry publicity campaign attempt to disso-
ciate the industry from the chemical indus-
try, which manufactures toxic and hazardous
products and waste materials.

G. Transportation

To allow for better access of the state’s la-
bor force to manufacturing facilities, indus-
try representatives recommended an increase
in public transportation services between
New Jersey’s cities and new food manufac-
turing employment locations including the
Meadowlands and western counties.  This

primarily involves an improvement in north/
south public transportation alternatives.  Also
recommended was the construction of a train
route to Newark airport and an improvement
in the access to New Jersey’s industrial parks.
Improved coordination in the trucking indus-
try was also suggested as many trucks return
empty after making out-of-state deliveries.

H. Other Issues

Regarding port dredging, the passage by
New Jersey voters in November 1996, of the
$300 million bond act to dredge the state’s
ports and waterways is seen as an important
measure for keeping these waterways viable
and competitive and for keeping port-depen-
dent businesses in New Jersey.   In light of
this, the food manufacturing industry recom-
mended that dredging of Port of Newark/
Elizabeth and approaching waterways be
commenced as soon as possible to stem the
tide of firms moving out of state to more
southerly, deep water draft ports.

Regarding energy deregulation in the
electric and gas utility industry, industry rep-
resentatives recommended the availability of
effective competitive access to electric mar-
kets as soon as practical in New Jersey.  A com-
petitively priced energy market in New Jer-
sey could be a cost advantage for food manu-
facturing firms operating in the state.  They
further suggested that the burden of
“stranded” costs be handled in such a way
that the savings resulting from energy deregu-
lation and competition  will not be effectively
negated.
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Appendix: Industry Statistics1

Food Processing (SIC 20) in New Jersey
Employment

(Number of Paid Employees)

% Change % Change
1967 1972 1977 1982 1987 1992 (1987-92) (1967-92)

SIC 20 60,500 53,700 43,200 39,100 36,100 33,500 -7.20 -44.63

SIC 201 4,900 5,200 4,400 4,900 4,100 4,600 12.20 -6.12

SIC 202 4,700 3,000 2,600 2,600 3,100 3,400 9.68 -27.66

SIC 203 10,400 10,000 7,700 6,700 6,300 4,700 -25.40 -54.81

SIC 204 1,300 1,000 900 700 N/A 700 N/A -46.15

SIC 205 13,500 11,800 9,300 7,900 8,200 7,300 -10.98 -45.93

SIC 206 3,000 3,800 3,100 2,500 2,600 2,200 -15.38 -26.67

SIC 207 N/A N/A 1,500 N/A N/A 800 N/A N/A

SIC 208 11,000 9,200 7,400 6,300 4,000 5,100 27.50 -53.64

SIC 209 10,500 7,600 6,300 6,400 6,000 4,900 -18.33 -53.33

Establishments
(Number)

% Change % Change
1967 1972 1977 1982 1987 1992 (1987-92) (1967-92)

SIC 20 948 864 753 621 589 567 -3.74 -40.19

SIC 201 114 116 73 75 73 71 -2.74 -37.72

SIC 202 127 89 78 67 68 58 -14.71 -54.33

SIC 203 117 95 95 69 57 55 -3.51 -52.99

SIC 204 37 31 32 25 25 18 -28.00 -51.35

SIC 205 204 185 154 125 123 147 19.51 -27.94

SIC 206 59 58 50 41 46 40 -13.04 -32.20

SIC 207 N/A 28 22 16 12 10 -16.67 N/A

SIC 208 149 140 106 90 70 69 -1.43 -53.69

SIC 209 140 122 120 113 115 99 -13.91 -17.86

1 For annual information on the industry, please contact Dr. Adesoji Adelaja, Department of Agricultural Economics and Marketing,
Rutgers University.
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Value of Shipments
($ million)

% Change % Change
1967 1972 1977 1982 1987 1992 (1987-92) (1967-92)

SIC 20 3,193 3,849 6,073 8,041 9,030 9,645.3 6.81 202.08

SIC 201 391 510 649 864 743 897.5 20.79 129.54

SIC 202 255 272 440 778 1,063 1,458.2 37.18 471.84

SIC 203 403 538 804 1,195 1,607 1,635.3 1.76 305.78

SIC 204 92 78 155 143 N/A 178.1 N/A 93.59

SIC 205 382 480 657 920 1,018 1,124.2 10.43 194.29

SIC 206 223 218 437 657 881 737.2 -16.32 230.58

SIC 207 N/A N/A N/A N/A N/A 336.6 N/A N/A

SIC 208 544 681 984 1,514 1,616 2,222.9 37.56 308.62

SIC 209 966 839 1559 1,672 1,600 1,055.3 -34.04 9.24

Value Added
($ million)

% Change % Change
1967 1972 1977 1982 1987 1992 (1987-92) (1967-92)

SIC 20 1,257 1,513 1,996 3,266 4,193 4,515.6 7.69 259.24

SIC 201 70 112 111 180 205 248.0 20.96 254.29

SIC 202 75 71 91 185 288 418.6 45.35 458.13

SIC 203 159 191 331 535 843 898.7 6.61 465.22

SIC 204 25 17 57 35 N/A 67.9 N/A 171.60

SIC 205 211 282 368 606 691 715.7 3.57 239.19

SIC 206 50 96 144 281 379 379.1 .03 658.20

SIC 207 N/A N/A N/A N/A N/A 111.3 N/A N/A

SIC 208 285 212 402 703 873 1,215.2 39.20 326.39

SIC 209 359 361 367 695 702 461.1 -34.32 28.44
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Payroll
($ million)

% Change % Change
1967 1972 1977 1982 1987 1992 (1987-92) (1967-92)

SIC 20 422 506 596 792 917 1,023.7 11.64 142.58

SIC 201 35 49 56 85 84 111.1 32.26 217.43

SIC 202 33 30 38 54 85 119.6 40.71 262.42

SIC 203 60 80 94 125 158 134.7 -14.75 124.5

SIC 204 10 8 11 14 N/A 24.2 N/A 142.00

SIC 205 84 104 124 156 197 201.6 2.34 140.00

SIC 206 16 38 39 56 75 81.9 9.2 411.88

SIC 207 N/A N/A N/A N/A N/A 21.8 N/A N/A

SIC 208 92 98 120 152 128 204.4 59.69 122.17

SIC 209 81 75 90 131 146 124.4 -14.79 53.58

SIC 20 Food and Kindred Products

SIC 201 Meat Products

SIC 202 Dairy Products

SIC 203 Canned, Frozen, and Preserved Fruits, Vegetables, and Food Specialities

SIC 204 Grain Mill Products

SIC 205 Bakery Products

SIC 206 Sugar and Confectionery Products

SIC 207 Fats and Oil

SIC 208 Beverages

SIC 209 Miscellaneous Food Preparations and Kindred Products

N/A represents data Not Available since data was withheld to avoid disclosing data for individual companies.  Data are included in higher
level totals.

Source: New Jersey Census of Manufacturers, various census years.
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