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Good afternoon.  My name is Richard Goldberg, and I am the President of the Commerce and Industry Association of New Jersey.  Thank you for allowing me the opportunity to present the viewpoint of my members regarding the importance of reforming the state’s benefits system.

First, I would like to commend Acting Governor Codey and Treasurer McCormac for their efforts to reign in the state’s exorbitant pension and benefit program for state employees.  For far too long, state leaders have only made this system more unaffordable by seeking to enhance benefits and expand the scope of the system.
As this Task Force is well-aware, the cost of New Jersey’s pension and health care benefits system represents a major structural problem within our state budget.   If these programs are not re-evaluated, the Treasurer projects that by Fiscal Year 2010, health, retirement, and pension benefits to state employees will cost New Jersey taxpayers over $6.6 billion.  It is estimated that 21 percent of all tax dollars over the next five years will go toward paying for state health and pension benefits.  Clearly, the state of New Jersey can no longer afford to keep pace with this financially out-of-control system.
As these costs continue to widen state budget gaps, New Jersey’s private sector employers and employees have been forced to pay higher taxes to make up the shortfall.   In order to restore fiscal sanity, prevent future tax increases, and sustain critical state services, our Association strongly supports the mission of this Task Force, and I am pleased to present our suggestions today.
Examine private sector practices and solutions of other states
It is a well-known fact that New Jersey state employees receive some of the most expensive benefits around.  In most cases, these healthcare and retirement benefit packages are far more generous than what the private sector offers.

When a business faces difficult times, all options to cut spending are on the table, including scaling back on benefit plans.  With the state facing fiscal deficits for several years in a row, entitlement packages for state workers should no longer be looked at as a sacred cow.

In an effort to control costs, we should look to the private sector and other states for successful examples.  In managing healthcare costs, New Jersey should examine aggressive purchasing practices used by large companies throughout the nation.  In respect to retirement plans, our state should look into the types of 401(k) plans offered by private sector employers.  

The calculation of pension benefits should also be examined and compared to practices in the private sector.  As we know from recent media reports, the system’s current calculation of benefits--which is based upon the average of the employee’s last three highest salaries rather than the average salary of his or her career—is ripe for abuse and encourages exploitation of the political patronage system. 
This Task Force is fortunate to have the expertise of several members from the private sector who can help provide specific examples of how a company procures and administers health and retirement benefits, and works to keep costs down.  
Other states, such as Minnesota, have implemented creative solutions to control state employee healthcare costs.  In 2002, Minnesota implemented a tiered system, which has since been emulated in other states such as Massachusetts and California.  The tiered-system features different levels of care groups in which employees pay varying co-pays and deductibles.  Minnesota officials credit the implementation of this system with saving the state millions of dollars.  The state won a 2004 Innovations Award from the Council of State Governments for its new approach.
With aging state workforces driving up pension and healthcare costs throughout the nation, New Jersey is not alone in its need to reduce costs.  For examples of how other states are dealing with this important policy issue, the Task Force should call upon the National Council of State Legislatures and the Council of State Governments for their studies and expertise.
Urge lawmakers to exercise restraint
Finally, in order to reign in this exorbitant system, state officials must honor a moratorium on new health and retirement benefits, and we urge this Task Force to include this point in its recommendations.  For far too long, legislators have routinely voted for increases in benefits for state employees and teachers without any thought as to how they would be paid for in the years to come.  
Just last month, the Asbury Park Press reported that the Legislature has introduced 136 pension bills over the past 18 months, two-thirds of which enhance retirement benefits for state workers or their family members.  Most recently, a bill was passed by the state Legislature which would allow for union officials—who are not employees of the state—to buy into the state’s benefits plan.  This sets a disturbing precedent and raises the question of whether all New Jerseyans should be given access to the state’s plan.

Going forward, we would like to see this Task Force review the cost of legislative enhancements to state pensions and benefits, similar to the recently-enacted Mandated Health Benefits Advisory Commission.  The intent of that Commission is to review a proposed legislative mandate and its cost implications and then make a recommendation on its passage before the bill is voted upon by the full Legislature.  We support a similar concept for state benefit bills, and would like to see this Task Force or a similar one, review the cost impact of state benefit enhancements and make recommendations to state lawmakers.
In closing, I have often been asked why a business association cares so deeply about state government and its employment practices.  The simple answer is that if New Jersey doesn’t make meaningful changes to its state benefits and pension system, we will be facing an unprecedented fiscal deficit within five years.  When deficits occur, the business community has often been targeted to make up such shortfalls through new taxes, fees and surcharges.   Before asking the business community and their employees to pay more in the form of higher taxes, it is only fair that government officials examine these entitlement programs as one of the state budget’s major structural problems.  
On behalf of the Commerce and Industry Association of New Jersey, thank you for your efforts in addressing this important issue.  I look forward to working with you in this important endeavor and would be happy to answer any questions you may have.
