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Military contractors and subcontractors in North Jersey are bracing for the repercussions of $46 billion inMilitary contractors and subcontractors in North Jersey are bracing for the repercussions of $46 billion in
Defense Department cuts slated to kick in on Friday, unless Congress comes up with a plan to avert $85 billion inDefense Department cuts slated to kick in on Friday, unless Congress comes up with a plan to avert $85 billion in
so-called sequestration federal budget reductions.so-called sequestration federal budget reductions.

The companies, the Aerospace Industry Association, academics and consultants are predicting that if the federalThe companies, the Aerospace Industry Association, academics and consultants are predicting that if the federal
belt-tightening goes forward, New Jersey will see waves of layoffs in the military industry — already feeling thebelt-tightening goes forward, New Jersey will see waves of layoffs in the military industry — already feeling the
impact of cuts going back a year.impact of cuts going back a year.

Ancillary businesses that serve those workers would also take a hit, with retail spending crimped and home salesAncillary businesses that serve those workers would also take a hit, with retail spending crimped and home sales
dampened, some experts said. One estimate put the potential job loss in New Jersey because of the automaticdampened, some experts said. One estimate put the potential job loss in New Jersey because of the automatic
Defense Department cuts at more than 19,000 this year in a state already at 9.6 percent unemployment. Defense Department cuts at more than 19,000 this year in a state already at 9.6 percent unemployment. 

About 270 businesses in Bergen and Passaic counties did work under contracts with the Defense Department inAbout 270 businesses in Bergen and Passaic counties did work under contracts with the Defense Department in
2012, according to federal records.2012, according to federal records.

The pending across-the-board spending reductions are the product of a deal designed to further deficit reduction.The pending across-the-board spending reductions are the product of a deal designed to further deficit reduction.
The deal was struck with the assumption that Congress would come up with a less drastic alternative by Friday’sThe deal was struck with the assumption that Congress would come up with a less drastic alternative by Friday’s
deadline.deadline.

Howard Schrier, vice president for marketing at the Nova Electric division of Technology Dynamics inHoward Schrier, vice president for marketing at the Nova Electric division of Technology Dynamics in
Bergenfield, said the cuts would hurt, “especially if it’s programs we’re working on.”Bergenfield, said the cuts would hurt, “especially if it’s programs we’re working on.”

The company makes power-conversion products that withstand harsh environmental conditions, like subzeroThe company makes power-conversion products that withstand harsh environmental conditions, like subzero
temperatures or extreme wind, sand or rain, Schrier said. About 75 percent of Nova’s business is with the military.temperatures or extreme wind, sand or rain, Schrier said. About 75 percent of Nova’s business is with the military.

“So you can imagine that would be a very big hit,” Schrier said.“So you can imagine that would be a very big hit,” Schrier said.

Affordable Engineering Services, which has about a dozen employees in Totowa, may have to lay off as many asAffordable Engineering Services, which has about a dozen employees in Totowa, may have to lay off as many as
half its 400-person workforce around the country, said the founder and president, Dan Kamdar. All the company’shalf its 400-person workforce around the country, said the founder and president, Dan Kamdar. All the company’s
contracts are with the U.S. military, providing aerospace engineering and aircraft maintenance.contracts are with the U.S. military, providing aerospace engineering and aircraft maintenance.

“We count on this kind of work and the cash flow, and if that goes, there is a limited ability we have to keep“We count on this kind of work and the cash flow, and if that goes, there is a limited ability we have to keep
supporting them [current staffing],” Kamdar said.supporting them [current staffing],” Kamdar said.

For companies that already have reduced staff and lost revenue over the last year because of prior defense cuts, theFor companies that already have reduced staff and lost revenue over the last year because of prior defense cuts, the
looming budget ax adds to their continuing uncertainty.looming budget ax adds to their continuing uncertainty.

Clifton-based Electronic Control Security makes entry-control and perimeter-intrusion detection systems for theClifton-based Electronic Control Security makes entry-control and perimeter-intrusion detection systems for the
Defense Department, Energy Department and commercial-industrial complexes. The company used to do $5Defense Department, Energy Department and commercial-industrial complexes. The company used to do $5
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million in contracts a year with the government. But this year that fell to $2.5 million, said Arthur Barchenko,million in contracts a year with the government. But this year that fell to $2.5 million, said Arthur Barchenko,
president and chief executive.president and chief executive.

Last year the company had 21 employees, but now seven are on temporary unemployment as Electronic ControlLast year the company had 21 employees, but now seven are on temporary unemployment as Electronic Control
Security awaits word on contract proposals it has submitted, which could take months. But Barchenko is optimistic.Security awaits word on contract proposals it has submitted, which could take months. But Barchenko is optimistic.

“It’s a question of when,” Barchenko said.“It’s a question of when,” Barchenko said.

To offset cuts in the United States, the company has been developing an international business by working onTo offset cuts in the United States, the company has been developing an international business by working on
border, port and airport security projects in the Middle East, Southeast Asia and Africa, Barchenko said.border, port and airport security projects in the Middle East, Southeast Asia and Africa, Barchenko said.

Extended impactExtended impact

The Defense Department budget cuts could put as many as 19,100 jobs at risk in New Jersey, said Stephen Fuller,The Defense Department budget cuts could put as many as 19,100 jobs at risk in New Jersey, said Stephen Fuller,
director of the Center for Regional Analysis at George Mason University in Arlington, Va. The Aerospace Industrydirector of the Center for Regional Analysis at George Mason University in Arlington, Va. The Aerospace Industry
Association commissioned him to do a report on the spending reduction’s impact on jobs.Association commissioned him to do a report on the spending reduction’s impact on jobs.

New Jersey jobs in the cross hairs include not only layoffs at local defense contractors, but at other businesses thatNew Jersey jobs in the cross hairs include not only layoffs at local defense contractors, but at other businesses that
would feel the ripple effect of the shrinkage of that sector — diners, dry cleaners, car dealers, said Fuller, whowould feel the ripple effect of the shrinkage of that sector — diners, dry cleaners, car dealers, said Fuller, who
testified on sequestration’s impact on Thursday at a Congressional committee hearing in Washington.testified on sequestration’s impact on Thursday at a Congressional committee hearing in Washington.

Among the states, New Jersey is the 16th-largest employer in the aerospace-defense industry, said Tom Captain,Among the states, New Jersey is the 16th-largest employer in the aerospace-defense industry, said Tom Captain,
vice chairman of the U.S. aerospace and defense group at accounting firm Deloitte. The state has 71,000 workers invice chairman of the U.S. aerospace and defense group at accounting firm Deloitte. The state has 71,000 workers in
the sector — 21,000 with direct contractors and subcontractors and the other 50,000 providing services to thethe sector — 21,000 with direct contractors and subcontractors and the other 50,000 providing services to the
industry, he said.industry, he said.

The impact on North Jersey companies would probably not be immediate, said Richard Goldberg, president andThe impact on North Jersey companies would probably not be immediate, said Richard Goldberg, president and
chief executive of R2 Associates, a Morristown marketing and government-relations firm.chief executive of R2 Associates, a Morristown marketing and government-relations firm.

“We won’t feel the full effect of the cuts for another six months to a year, but I can tell you that the unemployment“We won’t feel the full effect of the cuts for another six months to a year, but I can tell you that the unemployment
rolls across the country are going to feel a very large increase,” Goldberg said.rolls across the country are going to feel a very large increase,” Goldberg said.

His company has several defense contractors as clients, and he used to work for DRS Technologies, a defenseHis company has several defense contractors as clients, and he used to work for DRS Technologies, a defense
contractor that announced in January that it was closing one of its two facilities in Oakland.contractor that announced in January that it was closing one of its two facilities in Oakland.

“All of the uncertainty, unfortunately, kind of takes a domino effect,” Goldberg said. “They will look to cut costs“All of the uncertainty, unfortunately, kind of takes a domino effect,” Goldberg said. “They will look to cut costs
wherever they can and will not invest in growing their business. … They don’t know whether their business iswherever they can and will not invest in growing their business. … They don’t know whether their business is
going be on the hit list of programs or contracts that are going to be cut down the road.” going be on the hit list of programs or contracts that are going to be cut down the road.” 

The furloughs that government workers would be forced to take also would have an impact on New Jersey’sThe furloughs that government workers would be forced to take also would have an impact on New Jersey’s
economy, Fuller said.economy, Fuller said.

Last Wednesday, Defense Secretary Leon Panetta told Congress that if sequestration isn’t averted, his 800,000Last Wednesday, Defense Secretary Leon Panetta told Congress that if sequestration isn’t averted, his 800,000
civilian workers will have to take one day of work off a week, with their pay docked 20 percent.civilian workers will have to take one day of work off a week, with their pay docked 20 percent.

The Pentagon’s civilian payroll in New Jersey for fiscal 2012 was $917.9 million, which would drop to $840.2The Pentagon’s civilian payroll in New Jersey for fiscal 2012 was $917.9 million, which would drop to $840.2
million. There are 10,553 civilians employed by the military in the state, a Pentagon spokeswoman said.million. There are 10,553 civilians employed by the military in the state, a Pentagon spokeswoman said.

“They’ll just stop spending, and some will not have enough to pay their rent or pay their mortgages,” Fuller said.“They’ll just stop spending, and some will not have enough to pay their rent or pay their mortgages,” Fuller said.
“There will be some serious consequences just on the reduction on the payroll side.”“There will be some serious consequences just on the reduction on the payroll side.”
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Kamdar, of Affordable Engineering Services, which is moving its headquarters to California, said his company isKamdar, of Affordable Engineering Services, which is moving its headquarters to California, said his company is
trying to buffer itself from federal military budget cuts by diversifying and pursuing international business.trying to buffer itself from federal military budget cuts by diversifying and pursuing international business.

“There are several opportunities there that look like they will pan out into large contracts,” he said. “We’re also“There are several opportunities there that look like they will pan out into large contracts,” he said. “We’re also
hoping that sequestration won’t be as bad as it appears.”hoping that sequestration won’t be as bad as it appears.”

Harry Epstein, chief executive of Marine Electric Systems in South Hackensack, said that in the more than 70 yearsHarry Epstein, chief executive of Marine Electric Systems in South Hackensack, said that in the more than 70 years
the manufacturer has been in business, these past two weeks have been the first time it has not received a contractthe manufacturer has been in business, these past two weeks have been the first time it has not received a contract
with the military.with the military.

“We’ve never gone a week without getting an order from the government,” Epstein said.“We’ve never gone a week without getting an order from the government,” Epstein said.

Because of gradual cuts in military spending over the past several years, Marine Electric has dwindled to 40Because of gradual cuts in military spending over the past several years, Marine Electric has dwindled to 40
employees today from 120 a few years ago, Epstein said.employees today from 120 a few years ago, Epstein said.

“How much can you cut before you start cutting into the bone and the capability to build these products?” he said.“How much can you cut before you start cutting into the bone and the capability to build these products?” he said.

Staff Writer Dave Sheingold contributed to this article.Staff Writer Dave Sheingold contributed to this article.
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